
 

 

 

2017 GREATER PORTLAND  

OFFICE MARKET SURVEY 

The Greater Portland office market took a deep breath in 2016, 

following what was a six-year span of dynamic growth after 

the worst of the downturn in 2010.  The market is becoming 

more efficient as we are beginning to see the laws of supply 

and demand take hold – rents are increasing, parking costs 

downtown are increasing, and tenant concessions are becoming 

more of a rarity.  Landlords and sellers, take notice. 
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Overall vacancy and net absorption remained even with 
last year on the whole, but by market the results varied.  
The downtown market tightened further, with vacancy of 
7.87% and absorption of 14,155 SF, while the suburban 
market increased in vacancy to 8.75% with negative net 
absorption of nearly 20,000 SF.  Combining both markets, 
overall vacancy was even with 2015 at 8.35% and net ab-

sorption was negative by 5,508 SF. 

This is the lowest downtown vacancy since 2006 and 
the 5th lowest in the past 24 years.  The Class A sector 
drove results, with vacancy at 4.86% and nearly 30,000 
SF of positive absorption (5-yr/10-yr averages for vacancy 
in this sector are 9.1% and 8.97% respectively).  Class B 
vacancy was up slightly to 9.66% (the first increase in 7 
years), but still bellow 5-yr and 10-yr averages of 10.62% 
and 11.89% respectively (absorption was negative at 
15,092 SF).  The disparity between the downtown A and B      
sectors is becoming more and more prominent, especially 

as the Portland market matures. 

In contrast, the suburban market increased in vacancy 
0.4%, up to 8.75%, with negative net absorption at roughly 
20,000 SF.  The Class A sector increased nearly 2% to 
9.81%, with new vacancies opening up at 176    Gannett 
Drive and 82 Running Hill Road.  For tenants seeking 

Class A floorplates in Greater Portland, the suburban mar-
ket is the only option.  Class B vacancy was down by 
nearly 1% to 7.86%, with corresponding net absorption of 
over 36,000 SF.  At nearly 3 million SF this is the      larg-
est sector in our market, and vacancy is now the     lowest 
it has been in nine years (a noticeable contrast compared 

to downtown Class B).      

Asking rental rates increased 4.6% for the year, up 
sharply in all sectors except Class B suburban which was 
down slightly.  The most impressive increase was in the 
Class A downtown sector which posted an increase of 
5.9% and is now at an all-time high of $22.39/SF (since 
2002 asking rents in this sector have increased annually 
by 2.5%).  The Class B downtown sector also witnessed 
an increase in asking rents, up noticeably by 7.3% to 
$15.67/SF, but just back in line with the 5-yr/10-yr        
averages of roughly $15.10/SF. The largest increase was 
8.6% in the Class A suburban sector, now at $18.97/SF, 
but still just below its 5-yr/10-yr averages of $19.22/SF 
and $19.93/SF respectively.  By comparison, the national 
average rental rate is now at $31.33/SF.  Locally, these 
increases are not surprising as overall vacancy has been 
decreasing steadily over the past six years and new     

construction has been limited to non-existent. 
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Downtown

   Class A 1,712,887 60,673 3.54% 22,535 4.86% 29,247 $22.39

   Class B 2,881,993 261,234 9.06% 17,304 9.66% (15,092) $15.67

Subtotal 4,594,880 321,907 7.01% 39,839 7.87% 14,155 $16.94

Suburban

   Class A 2,474,461 238,850 9.65% 4,152 9.82% (55,724) $18.97

   Class B 2,950,338 218,829 7.42% 12,985 7.86% 36,061 $15.12

Sub-Total 5,424,799 457,679 8.44% 17,137 8.75% (19,663) $17.13

TOTALS 10,019,679 779,586 7.78% 56,976 8.35% (5,508) $17.05
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Leasing activity jumped 15.4% in 2016, and has now 
risen by an annual average of 5.6% since 2007.  The 
number of large-tenant leases (>10,000 SF) came in at 
fourteen for the year (spot-on with the historical average), 
highlighted by renewals at Two Portland Sq. (Wells Fargo 
for 12,899 SF, Prudential for 51,831 SF, and Ameriprise 

for 10,949 SF) and the relo-
cation of Eaton Peabody to 
100 Middle St (14,097 SF).  
This latter transaction       
removed the last, large 

floorplate option downtown.   

Still, the vast majority of leases signed continues to be for 
<2,000 SF, now at close to 60%.  Furthermore, when you 
add in those leases <4,000 SF, you have 75% to 80% of 
all leasing activity.  While the volume of leases signed 
has now risen back to the ‘04/’05 peak, the smaller tenant 
continues to dominate the market.  The result is that 
Landlord’s continue to struggle filling spaces in the 3,000 
to 6,000 SF range, mostly in the Class B downtown     

sector.  
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Vacancy is anticipated to decline further in 2017, even 
if the market maintains a moderate level of growth.  Over-
all vacancy should dip below the 8% mark (back to mid-
2000 levels) and the shortage of available large-
floorplates downtown will become more of a factor.      
Nationally, vacancy ended 2016 at 9.9% (a drop of 4.4 
percentage points) and is forecasted to decline further to 

8.8% by year-end 2017.     

Downtown Class A renewal pricing is already on the 
rise, which is correspondingly affecting Class B pricing, 
and parking costs are now commonly 140-$150/space/
month downtown (with a high of $160).  Market forces 
should push tenants to the suburbs given the greater 

availability of rental options and lack of a parking cost.   

 While new construction 
at 16 Middle Street is 
planned to come online 
downtown in 2017 
(adding 48,000 SF), 
more is needed to       

satisfy demand. 

 

 

 

The suburban market could transform significantly in 
2017 given the status of One Riverfront Plaza, West-
brook.  This Class A tower currently represents 135,000 
SF of vacancy in the suburban market, and as of this   
writing is slated for auction on February 1st.  Absent that 
vacancy, the Class A suburban sector drops below 5%   
in overall vacancy (from 9.82% today) and asking rental 
rates increase to $22.14/SF (from the current level of 
$18.97/SF).  Typical of a relatively small market, one 

large building can swing results significantly.  Stay tuned.  

Nationally, sales volume is up, capitalization rate com-
pression is continuing, and “the shortage of available  
inventory remained the number one concern” according  
to the National Association of Realtors.  The 2nd highest   
concern? - “the pricing gap between buyers and sellers”.  
For these reasons, we continue to attract regional and 
national investors, which further drive local cap rates to  
all-time lows.  A broken record, yes, but now is a great 
time to sell if you are considering it. 

 

 

ONE RIVERFRONT PLAZA 

RENDERING  16 MIDDLE STREETRENDERING  16 MIDDLE STREET   

Matthew Barney has 17 years of experience in the Greater Portland commercial real 
estate market and is recognized in providing comprehensive market data and analysis 
allowing him to effectively and professionally represent national, regional and local 

clients a they make informed business decisions.   

Matthew’s approach to commercial brokerage is unique and he is adept at analyzing 
the requirements, distilling the results, and providing strategic recommendations that 

are valued by his clients. 
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