VEGA
ECONOMICS

August 2024

Office Vacancies Remain Elevated

Office vacancy rates continue to hit record levels, approaching an average of 20 percent
nationwide, as shown in Figure 1. Following the onset of the pandemic, office vacancies spiked as
the economy shut down. The reopening of the economy in 2021 brought several months of decline
in vacancy rates, but that did not springboard a recovery to pre-pandemic levels; instead, it
marked the start of further deterioration in occupancy.

Figure 1: Nationwide Office Vacancy Rate Since 2075’
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Among major cities and metropolitans, San Francisco suffered the biggest loss in office tenants
since the pandemic, from renting out 91 percent of its office spaces in 2019—the highest in the
country at the time, to currently struggling to find tenants for one in five office buildings.? In the
submarket for Class A office spaces totaling 10,000 sq. ft. or more in downtown San Francisco,
CBRE Group estimated that the vacancy rate was at an astonishing 36.8 percent as of 02 2024,
compared to just four percent before the pandemic.®
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The future does not look bright either. The return to office movement has stalled.” The labor
market is cooling down.® Many major cities that are home to prime office spaces also struggle with
prevalent homelessness.® These factors all point to weakened demand for office spacesin the
near future. Indeed, a recent Moody's report projects that nearly one-quarter of all U.S. office
spaces will be vacant by 2026.7
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