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ECONOMY

The national economy continued its gradual recovery, though its pace slowed in the
second quarter. Job growth in the private sector persisted for a sixth straight month as
payrolls expanded by 83,000 in June. Total employment fell by 125,000 with the end
of 225,000 temporary census jobs, though the jobless rate fell to 9.5% as more people
left the labor force. Pending home sales fell sharply and construction spending
decreased, albeit less than expected, as the first-time homebuyer credit expired in May.
Consumer confidence fell sharply in June, though it remained well above trough levels.

Atlanta’s economic recovery continued to lag the nation as it remained a focal point
for bank failures and faced persistent weakness in its commercial real estate sector.
Unemployment increased to 9.9% in May, though the pace of job losses slowed.

OVERVIEW

Atlanta’s office market countered net occupancy gains in the first quarter with 316,378
square feet (sf) of negative overall absorption in second quarter. Consolidation and
downsizing among corporate users seeking operational efficiencies and cost savings
resulted in 155,584 sf of negative overall absorption year-to-date.

Overall vacancy remained stable but elevated at 21.2% at mid-year 2010. Aggressive
development activity contributed to a 5.0% increase in overall vacancy since 2007.
Though no speculative projects were under construction at mid-year, 2.8 msf of first
generation space remained available to represent 9.3% of overall vacancies. Sublease
vacancies are down more than 500,000 sf from year-end 2009 to about 2.8 msf.

Deal velocity maintained a healthy pace as 4.1 million square feet leased year-to-date.
Greenberg Traurig and Novelis accounted for more than 225,000 sf of leasing activity
in two office towers completed in 2009 in Buckhead. Atlanta continued to attract
corporate headquarters interest as GE Digital Energy signed a 107,207-sf lease in the
second quarter to locate its new smart-grid energy division in Northwest Atlanta.

Overall asking rents decreased slightly in second quarter to $21.65 per square foot
(psf). Excess vacant supply continued to weigh on rents as landlords offered
aggressive concession packages to attract new or retain existing tenants.

A lack of financing and narrowing, but pervasive, bid-ask spreads continued to limit
investment. Roughly 540,000 sf traded year-to-date, including the sale of a 166,043-sf
class C office portfolio in the second quarter for $23.00 psf.

FORECAST

While modest national economic recovery is forecast for 2010, downside risks remain
including fiscal concerns in the euro zone, financial constraints at the state and local
levels, fallout from the Gulf oil spill and a weak commercial real estate market.
Moderate job losses and problems in its banking industry will yield limited demand
within Atlanta’s office sector in 2010. Though occupancy levels should stabilize by
year-end, downward pressure on rents will persist. Investment activity will remain
limited in 2010, despite improving clarity and an expanding pipeline of available assets.
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BEAT ON THE STREET

“Effective rents are at historic lows with
tenants receiving large leasing concessions
including abated rent and, in some cases,
cash allowances. In addition to aggressive
economic terms, tenants are achieving
tremendous short and long term flexibility with
regards to non-economic lease terms
including options for expansion, contraction,
termination and renewal.”

— John Winter, Associate Director

ECONOMIC INDICATORS

National 2009 2010F 2011F
GDP Growth -2.4% 3.1% 3.9%
CPI Growth -0.3% 1.8% 2.1%
Regional

Unemployment 10.1% 10.6% 10.3%
Employment -5.6% -1.6% 0.9%
Growth

Source: Moody’s | Economy.com

MARKET FORECAST

LEASING ACTIVITY will gradually
improve as value opportunities persist t
and payrolls gradually expand.

OVERALL ABSORPTION will remain

flat, but negative, due to a lack of ”
appreciable job growth among office-

using industries.

CONSTRUCTION: No new speculative
projects will break ground due to a lack of
available financing and excess vacant
inventory.

OVERALL LEASING AND ABSORPTION VS.
VACANCY RATES
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MARKET/SUBMARKET STATISTICS

OVERALL  DIRECT YTD YTD YTD YTD DIRECT WTD. AVG.
NO. OF VACANCY VACANCY  LEASING UNDER CONSTRUCTION DIRECT OVERALL CLASS AGROSS

MARKET/ SUBMARKET INVENTORY  BLDGS. RATE RATE ACTIVITY ~ CONSTRUCTION ~ COMPLETIONS  ABSORPTION  ABSORPTION RENTAL RATE*
CBD 15,463,139 52 21.5% 19.3% 258,009 0 0 129,686 216,655 $20.67
Midtown 17,746,687 74 23.3% 21.1% 311,553 0 697,450 (277,598) (68,395) $28.94
Buckhead 16,733,648 71 26.8% 25.4% 898,568 0 909,445 (75,329) (144,546) $29.51
Central Perimeter 23,406,321 168 21.6% 19.7% 989,860 0 0 (70,384) 169,204 $23.36
Georgia 400 17,645,846 182 18.9% 15.6% 356,585 60,000 0 (143,604) (177,590) $20.33
I-75/Northside Drive 388,586 7 14.0% 3.4% 1,305 0 0 (3,093 (3,093) N/A
NW/Cumberland/Galleria 20,013,987 176 20.7% 17.5% 562,524 0 0 38,185 27,593 $23.36
GA 120/Johnson Ferry Rd 223,156 6 5.3% 5.3% 23,776 0 0 18,626 18,626 N/A
I-75 North/Marietta 2,889,969 50 20.3% 19.3% 98,697 0 0 (44,037) (74,296) $20.85
Northwest Atlanta 23,515,698 239 20.4% 17.4% 686,302 0 0 9,681 (31,170) $23.08
I-85/1-285/NE Atlanta 7,045,345 141 9.8% 9.4% 152,654 0 0 (43,298) (41,965) $19.75
I-85 NE/Gwinnett Co/I-985 6,634,874 104 18.7% 18.2% 196,914 0 0 48,704 88,956 $21.63
Peachtree Corners 6,027,860 149 24.1% 23.1% 153,869 0 0 (195,673) (119,906) $19.97
Northeast Atlanta 19,708,079 394 17.2% 16.6% 503,437 0 0 (190,267) (72,915) $21.11
Decatur 1,321,458 25 12.6% 12.2% 28,320 0 0 (45,337) (45,337) $22.19
Northlake/Stone Mountain 2,989,508 46 16.6% 16.6% 16,489 0 0 (959) 2,452 $19.61
Northlake/Decatur 4,310,966 71 15.4% 15.3% 44,809 0 0 (46,296) (42,885) $20.77
I-20 West 484,049 8 17.8% 17.8% 2,972 0 0 2,972 2,972 $23.00
Airport/South Atlanta 3,337,551 67 25.5% 25.1% 53,658 0 0 (19,286) (6,914) $21.18
South Atlanta 3,821,600 75 24.5% 24.1% 56,630 0 0 (16,314) (3,942) $21.33
Non-CBD 126,888,845 1,274 21.1% 19.1% 3,847,744 60,000 1,606,895 (810,111) (372,239) $25.39
TOTAL 142,351,984 1,326 21.2% 19.2% 4,105,753 60,000 1,606,895 (680,425) (155,584) $24.76

* Rental rates reflect $psf/year
MARKET HIGHLIGHTS
SIGNIFICANT 2Q10 NEW LEASE TRANSACTIONS

BUILDING SUBMARKET TENANT SQUARE FEET BLDG CLASS
Terminus 200 Buckhead Greenberg Traurig 110,329 A
100 Parkwood Point Northwest Atlanta GE Digital Energy 107,207 A
Two Alliance Center Buckhead Novelis, Inc. 102,800 A
Prominence in Buckhead Buckhead Wells Fargo Insurance Services 57,704 A
USA, Inc.

BUILDING SUBMARKET Buyer SQUARE FEET PURCHASE PRICE
Crossings Center Peachtree Corners Sugar Oak Holdings 166,043 $3,819,000
205 Scientific Drive Peachtree Corners United Controls 21,380 $1,450,000
BUILDING SUBMARKET MAJOR TENANT SQUARE FEET COMPLETION DATE
N/A

SIGNIFICANT PROJECTS UNDER CONSTRUCTION/RENOVATION

BUILDING SUBMARKET MAJOR TENANT SQUARE FEET COMPLETION DATE
Westside Park Georgia 400 AdvancED 60,000 12/10

For industry-leading intelligence to support your real estate and

business decisions, go to Cushman & Wakefield's Knowledge *Market terms & definitions based on BOMA and NAIOP standards.
Center at www.cushmanwakefield.com/knowledge
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