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across the region, with Anchor Health 
acquiring a property in Brookhaven, 
Georgia for $29.8 million. Piedmont 
Healthcare's Piedmont Physicians 
of Brookhaven fully occupies the 
51,429-square-foot property. 

"Outside of the pandemic, with the 
baby boomer population, the health
care need is going to be there over the 
coming decades," says Landon Wil
liams, senior vice president of capital 
markets for Cushman & Wakefield in 
Memphis. "The leasing activity will 
remain strong. Consequently, the in
vestment market will see the asset 
class as a safe haven." 

For the office sector as a whole, 
Cushman & Wakefield predicts activ
ity will return to pre-pandemic levels 
in 2025. The real estate firm forecasts 
95 million square feet of office space 
will be unoccupied in the U.S. by 
third-quarter 2021. 

The office market situation in the 
Southeast remains fluid, with each 
market facing its own headwinds. 
Southeast Real Estate Business sat down 
with SIOR brokers from around the 
Southeast to discuss trends affecting 
their local office markets amid the 
pandemic. 

The brokers include Williams; 

• $2.SMM-$25MM

Melanie Jackson, ---,=---

director of office 
brokerage for Cush
man & Wakefield in 
Tampa; John Cul
bertson, managing 
partner at Cardinal 
Partners in Char
lotte; Matt Levin, 
princi al at West, 

Melanie Lane & Schlager 
Realty Advisors in Jackson 
Washington, O.C.; Cushman & 
and Seth Edens, Wakefield 
vice president of 
Trio Commercial Property Group in 
Louisville, Kentucky. The following 
are edited responses: 

Southeast Real Estate Business: 
How do the office fundamentals in 
your market compare to the begin
ning of the pandemic? This time last 
year? 

Melanie Jackson: At the beginning 
of the pandemic, Tampa was really 
strong. We were seeing rents hold
ing fast, deal velocity was good, new 
construction was on track. That was 
just a continuation of last year; we 
have been really strong in the Tampa 
Bay market. 

John Culbertson: The momentum 

• No appraisal needed under $10MM
• Flexible prepayment options

of transactions in 
Charlotte slowed 
quite a bit and there 
are a fair number of 
concessions being 
offered now. There 
are three times as 
much abated rent 
being offered in the 
market. Compared 
to this time last year, 
it has definitely 
shifted to a tenant's 
market. 

Matt Levin: Be-

Culbertson 
Cardinal Partners 

fore the pandemic, vacancy across all 
office types in Washington, D.C., was 
about 15 percent. Since the pandemic, 
we have seen an uptick of about two 
basis points. I expect there to be some 
changes in the vacancy and absorp
tion rates. It is going to take some 
time to let it flesh out. 

Landon Williams: At the beginning 
of the pandemic, everything in Mem
phis froze and seemingly everyone 
went home. Most office users have 
opened back up, but those companies 
are giving their employees flexibility. 
Companies are creating versatility in 
the schedule in terms of who is com
ing on what day. Compared with this 

time last year, it is apples and orang
es. This is a different environment. 

Seth Edens: Louisville is going to 
be different when it comes to office 
fundamentals because we have had 
civil unrest on top of the pandemic. 
Those two things have really af
fected our downtown market, which 
was about to take off. We were like 
a rocket ship and then everything 
stopped. Our downtown was having 
some special things going on with the 
Nulu neighborhood redevelopment, 
new bourbon distilleries, apartments, 
hotels and the new Louisville City FC 
soccer stadium in Butchertown. Ev
erybody is in a hold-and-wait period 
to see what happens with COVID-19 
and the protests. As a result, we have 
seen suburban sprawl. 

SREB: A recent study conducted 
by The Wall Street Journal found 
that office users are entering their 
offices 51 percent less than this time 
in February. What do you think the 
office market will look like in 2021 
and beyond in terms of occupancy? 

Jackson: We are seeing people 
trickling back in. Most office towers 
are at 10 percent occupancy, if that. 
Hopes of getting in in October have 
pushed back to January for most of 
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Peabody Plaza at Rolling Hill Mill in Nashville spans 280,000 square feet. Developer Eakin Partners and general contractor Brasfield 
& Gorrie delivered the office building in July. Occupancy remains a concern for top office markets around the Southeast like Nashville. 

my clients. What we are also hear
ing from business owners is that they 
are ready to bring their people back. 
They are ready to have the interaction 
between their employees and they 
are ready for productivity to get back 
to their normal capacity. Starting next 
year, we will see that 10 percent grow 
to 50 percent. There might also be an 
arrangement where employees share 
a desk and are rotated in and out of 
the office. So occupancy might not 
get to 100 percent. 

Culbertson: What we are seeing is 
that people want to work six feet away 
from their coworkers. I've heard peo
ple call Plexiglass 'sexy-glass.' They 
say 'Plexi is sexy.' People are eager to 
get back into the office space, but the 
per-person ratios in the office space is 
going to change guite a bit. 

Levin: We are going to see an up
tick in occupancy. It's going to be very 
fluid, and a lot of it is going to de
pend on potential COVID-19 surges 
and vaccines. Some groups will work 
from home forever or part-time. With 
that said, it's difficult to work from 
home completely; it's difficult to hire, 
train and on-board people remotely. Occupancy is going to go u dramati
cally in 2021. 

Williams: Through 2021, I expect 
more of the same in terms of some 
hesitancy and companies just trying 
to get their arms around the safety 
of the employees, as well as trying to 
function in totality before they bring 
everyone back. In time, I don't know 
if that is two, three or even five years, 
we will return to pre-pandemic occu
pancy levels. The workplace environ
ment is hard to mimic. Ultimately, the 
employees might miss that. 

Edens: This trend can't last too 
much longer, but it likely changed 
the way we office permanently with 
more remote working commanding 
smaller and fewer offices. I believe 

people need to go 
into the office. Occu
pancy may not get 
back to 100 percent, 
but it may get back 
up to 85 to 90 per
cent. People need 
to be able to get out 
of their homes and 
into an office envi- Matt Levinronment and col- West, Lane & laborate. Schlager RealtyWorking from Advisors home also puts a lot 
of pressure on the 
internet infrastructure. For example, I 
live on five acres out in the country. I 
had three Zoom meetings in one day 
and I could not do it from home. I 
had to go into the office where I could 
have access to higher quality internet 
speed. 

SREB: There seems to be an em
phasis on healthcare offices since the 
pandemic, with several trading in 
the Southeast in recent months. Do 
you believe this trend will continue 
beyond the pandemic? 

Levin: It makes complete and total 
sense to me for investors to go to a 
sector that is safe or perceived to be 
safe. My business is not an essential 
business, but a doctor's office is. If 
you think this pandemic is going to 
last for the foreseeable future, medi
cal office buildings might be a safer 

lace to ut our money. 
Williams: I do believe this trend 

will continue after the pandemic. The 
healthcare needs will be there over 
the coming decades. The leasing ac
tivity will remain strong in the sector. 

Edens: Healthcare has always been 
a niche that has been needed. When 
COVID-19 hit, a lot of the hospital 
systems weren't ready for a pandem
ic. People had to reorganize inter
nally, and they realized they had put 
out new clinics to be more accessible 
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to patients. That has 
been a trend to open 
up more urgent care 
centers, immediate 
care center, fam
ily practice centers 
and figure out ways 
they can go out and 
treat the commu
nity. Healthcare has 
always been strong; 
it's just going to con
tinue to be stronger. 

SREB: How has 
the pandemic af-

Landon 

Williams 
Cushman & 
Wakefield 

fected rental rates in your market? 
Jackson: A few months ago, I chat

ted with some landlord brokers and 
everyone was bullish, and they were 
going to hold rates. They didn't think 
COVID-19 was affecting rental rates 
in Tampa. With the velocity of leasing 
activity going down and tenants sign
ing short-term leases, there is going 
to be a downward pressure on asking 
rents. 

Culbertson: Landlords in Charlotte 
are working hard to keep rents where 
they are by offering free rent and 
additional tenant improvements. I 
haven't seen base rates slip much, just 
reflecting what they were this time 
last year. 

Levin: Concessions in Washington, 
D.C., over the past five or seven years 
have been the highest they have ever 
been. Rental rates have remained flat 
across Class A buildings. What I think 
is going to happen over the next 24 to 
36 months, rental rates are going to 
crack. Landlords can't increase con
cessions any higher. Some landlords 
aren't seeing a return on the initial 
transaction investment for three to 
five years as it is now. 

Williams: Rental rates in Memphis 
are pretty flat compared to last year. 
Many of the tenants in the market are 
needing to do more short-term leases. 

Landlords are working with them to 
keep them in the building so every
body can figure what is next. 

Edens: Rental rates are obviously 
going to differ between downtown 
and the suburbs. Downtown land
lords are trying to keep companies, so 
they are going to offer a lot more con
cessions and free rent. Landlords in 
the suburbs are sitting tight, waiting 
to see which groups are going to leave 
downtown. While they are offering 
some concessions, they are holding 
tight on their asking rents because 
they know the companies coming out 
of downtown are going to need space. 

SREB: At the onset of the pandem
ic, it seemed everyone from devel
opers to brokers were in "wait-and
see" mode. Being six months into 
the crisis, do you feel that mentality 
is lingering among office landlords 
and tenants? 

Jackson: Yes, I definitely do. Yes. I 
wish we could hurry up and get go
ing, but we are waiting to see. 

Culbertson: Everyone is banking 
that there is go
ing to be a vaccine 
and then things can 
return to normal. 
Some people think 
it's going to happen 
this year, some think 
at the beginning of 
next year and some 

Seth Edens !�!�1: �i11
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I;,: Trio Commercial 
Property Group the hope and the

banking on the vac-
cine that it's going 
to be a magic ill. 

Levin: There is a large percentage 
of my clients who have pushed the 
pause button on transactions. But 
that's not necessarily about the mar
ket or building; it's about their busi
ness. If you're not sure how COV 
ID-19 is  going to affect your business, 
push the pause button and landlords 
will be flexible on shorter term deals. 
Some landlords aren't feeling pain 
from the pandemic and some might 
be choosing to ignore it. If I have a 
pain in my knee, I might wait two 
weeks to go the doctor. Some land
lords are waiting too long to go the 
'doctor.' When you go to the doctor 
too late, they aren't going to have 
good news for you. 

Williams: There is still a wait-and
see mode but to a lesser extent than 
at the beginning of the pandemic. 
Where we really see it is in the invest
ment market when it comes to multi
tenant, non-medical buildings. There 
is a wait-and-see mode. 

Edens: A lot of people are in wait
and-see mode, but another factor 
people are waiting on is the election. 
The election is going to have a huge 
effect on the way things are going. 
Not only do they have to wait on CO
VID-19, but they also have to wait to 
see which direction the country is go
ing to go in. ■ 
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