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Weak Quarter for Net
Absorption, Yet Significant
Deals In The Market

Overview

Although Atlanta’s economy has dampened by an increasing number of

residential foreclosures, the statewide drought, and weakening housing,

manufacturing and financial services sectors, there were many positive

announcements for Atlanta’s office market made in the fourth quarter.

Georgia now ranks the second best business climate in the nation in a

survey by Site Selection magazine of commercial real estate decision

makers and data on development projects.  Furthermore, Atlanta posted

the tenth highest employment growth in the past decade among the top

100 metropolitan areas, as studied by the Brookings Metropolitan Policy

Program.  Also attesting to the promising outlook for the business climate

is the announcement by the University System of Georgia that a record

number of college students enrolled in the fall of 2007.  Currently at over

270,000 students, the statewide system of 35 public colleges and univer-

sities expects another 100,000 by 2020.
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Market Announcements

Despite a slump in terms of net absorption during the fourth quarter, with 

the only major intown Class A move-in being Nelson Mullins Riley &

Scarborough LLP taking approximately 100,000 square feet at Atlantic

Station’s 201 17th Street, future move-ins look promising as many signif-

icant leases were announced.  Marking the single largest office lease of the

year was the Georgia Department of Transportation’s (GDOT) fourth quarter

signature for nearly 250,000 square feet at Cousins’ One Georgia Center 

in Downtown.  The long-awaited INVESCO deal came to fruition for approxi-

mately 178,000 square feet.  INVESCO’s corporate headquarters will

relocate from London to Atlanta in addition to its two local operations 

at One Midtown Plaza and 1315 Peachtree consolidating at Dewberry’s Two

Peachtree Pointe in Midtown.  The momentum at Downtown’s One Ninety

One Peachtree continued with two more law firms choosing the tower -

Merchant & Gould PC will take approximately 19,000 square feet and Fields

Howell Athans & McLaughlin LLP signed for nearly 25,000 square feet.

Another significant move will be the relocation of AT&T’s U.S. wireless

division headquarters from 400,000 square feet at Glenridge Highlands Two

to Lenox Park.  Also in the works is Portuguese energy technology company

EFACEC who will move its headquarters from Miami to Atlanta.

The market is also seeing many large users “in the market” for new 

office space. Accounting firm Habif, Arogeti & Wynne LLP, currently at

Glenridge Highlands Two, could double in size to 120,000 square feet and

is searching the Central Perimeter market in addition to considering

expansion opportunities upon AT&T’s departure. Marsh Inc., currently at

Prominence, is said to be searching for at least 150,000 square feet. GE

Consumer Finance, currently at 3330 Cumberland Blvd, is looking for up 

to 100,000 square feet in the Cumberland/Galleria market. BCD Travel,

currently at Lenox Park, is exploring options for its North American

headquarters.

On the contrary, Atlanta’s office market is feeling the effects of the housing

credit crunch with several related operations being downsized or terminated.

HomeBanc Mortgage Corp. defaulted on their lease of approximately

160,000 square feet at Perimeter Summit upon filing bankruptcy.  Home

Capital, Inc. also filed and vacated three floors at Palisades.  With a need

for capital, Century Pacific Mortgage Corp. sold its multi-tenant, 51,000-

square-foot building at Century Lakeview Park in Norcross but still occupies

a portion of the building.  Building products distributor BlueLinx Holdings
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announced their plan to consolidate its leased corporate headquarters and

sales center into one building, putting 100,000 square feet on the market.

Two other significant subleases put on the market are CompuCredit’s

75,000 square feet at Concourse Corporate Center and Capmark Financial

Group’s 60,000 square feet at Three Ravinia.

Construction Update

Buckhead and Midtown’s boom of construction continues with 47 percent

and 31 percent of the metro’s Class A projects, respectively.  In Buckhead,

just one of the four towers has been successful with preleasing.  Regent

Partners announced Staubach taking a floor at 3344 Peachtree, adding to

its growing list of tenants including Littler Mendelson, Jones Lang LaSalle,

Fifth Third Bank and the Buckhead Club.  The building topped out this

quarter but will not deliver until May 2008.  3630 Peachtree, Two Alliance

Center and Terminus 200 have yet to secure preleasing but are on pace to

deliver throughout 2009.  Cousins Properties announced bringing in

Prudential Real Estate Investors to form a $172.5 million joint venture to

develop, own and lease the 550,000-square-foot Terminus 200.  The

capitalization of the venture is expected to cover the building’s construction

cost.  Construction of another 500,000 square feet in Buckhead at

Crescent Resources’ Phipps Tower could also begin in 2008.  In Midtown,

the status has not changed since third quarter with one of the two towers

under construction having secured preleasing.  The third building at

Atlantic Station, 271 17th Street, has attracted Womble Carlyle Sandridge

& Rice PLLC, BB&T and Ford & Harrison.  Prospecting activity from large

users has been very good for 12th & Midtown although no commitments to

help fill its 725,000 square feet have been announced. 

Challenges 

Rental rates are on the rise due to more trophy buildings coming online

and escalating operating expenses.  Local pricing for electricity is rising

due to Georgia’s Public Service Commission approval of a three-year

settlement allowing Georgia Power to collect $323 million more per year

from its customers.  Intown commercial property owners will also see

significant tax increases, after years of minor increases, as the Fulton

County Tax Assessors Office works with an external consultant to re-

evaluate all 27,000 commercial parcels by May 2008.
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Frazier & Deeter, LLC
Direct Lease Extension & Expansion

46,354 SF

Bank of America Plaza

Midtown/Downtown

Littler Mendelson, P.C.
New Direct Lease

30,000 SF

3344 Peachtree

Buckhead

Association County
Commissioners of Georgia

Direct Lease Extension

13,093 SF

The Hurt Building

Downtown

Select Transactions

Grubb & Ellis is pleased to announce that it represented the following companies in office transactions during the 

fourth quarter of 2007:

5

(Torrance)

Columbia

Milwaukee

Santa Ana

Palm Springs

Mission

Boise

Reynosa

San Luis Potosi

Bentonville

North Little Rock

Grand
Haven

Downtown
New York Midtown

Charlottesville

Wausau

Halifax

Des Moines

Nova Scotia

UTC Office 

Chattanooga

Nationwide coverage delivered through the Grubb & Ellis system.
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Some of the data in this report has been gathered from third party sources and has not been independently verified by Grubb & Ellis. 
Grubb & Ellis makes no warranties or representations as to the completeness or accuracy thereof. 

Office Market Snapshot Atlanta Fourth Quarter 2007

(1) Inventory includes multi-tenant and single tenant buildings with at least 20,000 sq. ft.
(2) Vacant space includes both vacant direct and vacant sublease space.
(3) Space under construction includes speculative and build-to-suit for lease projects.
(4) Asking rates are per square foot per year full service. Rates for each building are weighted by the size of the building.

* Grubb & Ellis statistics are audited annually and may result in revisions to previously reported quarterly and final year-end figures.

Inventory: Office inventory includes all multi-tenant and single tenant buildings at least 20,000 square feet. Owner-occupied, government and medical buildings are 
not included.

Construction Type: Speculative ("spec") construction is designed to attract tenants likely to be in the market when the project is leasing. Build-to-suit construction is designed
for a specific tenant.

Office Building Classifications: Grubb & Ellis adheres to the BOMA guidelines. Class A properties are the most prestigious buildings competing for premier office users with
rents above average for the area. Class B properties compete for a wide range of users with rents in the average range for the area. Class C buildings compete for tenants
requiring functional space at rents below the area average.

Vacancy and Availability: The vacancy rate is the amount of physically vacant space divided by the inventory. The availability rate is the amount of space available for lease
divided by the inventory.

Net Absorption: The net change in physically occupied space over a period of time.

Asking Rent: The dollar amount asked by landlords for available space expressed in dollars per square foot per year in most parts of the country and dollars per square
foot per month in areas of California and select  ed other markets. Office rents are reported as full service where all costs of operation are paid by the landlord up to a base
year or expense stop.

Average Weighted Asking Rent: An average market rent where the asking rent for each building in the market is weighted by the building size.

Office Market Terms and Definitions


