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Vacancy Rates Continue to Climb
The Metro Detroit Office market vacancy rate ticked up 50 basis points to 25.7 percent

during the third quarter. A year-to-date absorption comparison from 2008, 2009 and

2010 indicates a trend that most landlords would not like to see. In 2008, the overall neg-

ative absorption for the first nine months of the year was -109,242 square feet; in 2009, it

jumped to -851,441; while in 2010, overall absorption is -657,064. This trend indicates de-

mand for office space has not improved enough to stem the tide of new supply coming

on the market. The bulk of space that became vacant during the third quarter resided pri-

marily in the Southfield and Troy office submarkets. 

Overall, market activity in Southfield consisted of both large block leases and large block

vacancies. Over 165,000 square feet of new, vacant space was added to the submarket

pushing its vacancy rate up 100 basis points to 26.7 percent during the third quarter. In-

terestingly, the Class B market showed positive absorption as a result of few sizable ten-

ants, including Michigan Mutual, Ciber Inc. and BullsEye Telecom, Inc. taking occupancy.

However, new vacancies in the Class A and C markets left the overall submarket in the

red. 

The Troy office market continued to get battered during the third quarter. As a result, its

overall vacancy surpassed the 30 percent mark for the first time and ended up at 31.6 per-

cent. The Class B market made up ninety-two percent of the new vacancies during the

quarter. Contributing to the bulk of the overall 226,096 square feet of negative absorption

in the Class B market was the 165,000 square feet that became available at 100 E Big

Beaver Road. Other sizable vacancies were recorded in the Northfield Hills Corporate Cen-

ter, which added 35,000 square feet, and two buildings in the Baluster Park, which added

16,000 square feet a piece.

While the suburban office market continued to get battered, the city of Detroit’s office

market saw some positive signs. Detroit’s CBD vacancy rate fell 20 basis points to 29.8

percent. Increased office demand from the Government Service Group (GSA) is translating

into positive absorption. During the third quarter, the GSA leased 7,000 square feet at 211

W Fort Street. Meanwhile, in mid-2011 the GSA will move into 80,000 square feet at 500

Woodward Ave. 

FORECAST

■ A recovery in the office market will likely take longer than most landlords have hoped. 

■  Tenants on the tail ends of long-term leases will have the opportunity to realize signifi-
cant savings as landlords become increasingly competitive. 
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OFFICE TERMS AND DEFINITIONS

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

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 av-
erage for the area. Class B properties compete for a wide range of
users with rents in the average range for the area. Class C build-
ings 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 and includes di-
rect and sublease vacant. The availability rate is the amount of
space available for lease divided by the inventory. 

Direct Vacant: This is the vacancy rate in space offered on the
market directly by the landlord in single and multi-tenant build-
ings. This excludes vacant space offered for sublease and vacant
space that is not offered on the market, for whatever reason.

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

Asking Rent: The dollar amount asked by landlords for avail-
able 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 selected other markets. Office rents are re-
ported full service where all costs of operation are paid for by the
landlord up to a base year or expense stop. The asking rent for
each building in the market is weighted by the amount of avail-
able space in the building.

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