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The National Trend: Innovative Solutions  
are Redefining Short-Term Housing

Short-term housing options have been a mainstay in many 
U.S. cities for decades. Corporate housing has appealed to 
companies that host seasonal or temporary workers, and 
vacation rentals may be less expensive and better appointed 
than hotels for some families and other visitors. However, 
with the rise of the internet have come new options, beyond 
the familiar hotel model. Short-term housing needs take 
many forms, from 30-day stays to overnight trips. Those 
needs often are met with fully furnished apartments that 
include kitchens, supplies, and access to amenities. Further, 
innovative solutions that temporarily repurpose underutilized 
real estate are gaining traction.

Focused on short-term housing, Zeus Living and Corporate 
Apartment Specialists provide guests with furnished 
apartment units for stays of 30 days or longer in buildings 
that are typically close to full. Guests using Zeus Living’s 
services could be travelers, locals in between leases, 
seasonal workers, or traveling corporate executives and staff. 
Corporate Apartment Specialists’ services are tailored to the 
business traveler. Corporate Apartment Specialists typically 
caters to companies looking to lodge contract or temporary 
workers, relocating employees, executives, and expatriates. 

According to the Corporate Housing Providers Association, 
corporate housing inventory in the United States in 2017 was 
more than 70,000 units, and the average stay was 78 nights.

Going beyond corporate functions, Airbnb and vacation rental 
companies such as VRBO and HomeAway allow residents 
in multifamily buildings or single-family homes the ability 
to rent their own spaces for stays as short as one night. 
Guests using these services are usually visiting a location for 
leisure, and prefer a home-like environment rather than a hotel 
room. Recently, a blended category—temporary hoteling—
has emerged. As shown in the adjacent graphic, companies 
such as WhyHotel and Global Luxury Suites rent out units in 
new apartment projects that are in their lease-up phase and 
offer them as hotel rooms. These units are fully furnished 
and offer guests space and access to amenities that a 
typical hotel room does not. The apartment units serving as 
hotel accommodations are managed separately from the 
apartment units available for lease. As a property’s lease-up 
cycle progresses, the number of units offered as hotel rooms 
dwindles until it no longer makes sense to continue the 
temporary revenue program. These companies are looking 
to take advantage of a competitive multifamily market that 
delivered more than 287,000 units in the United States in 
2018, providing plentiful inventory. 
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The Evolution of Coworking in Mid-Sized Markets

The National Trend: Coworking Office 
Inventory Continues to Expand Rapidly

The concept of coworking, or flexible office space with 
shared amenities, has emerged in the last few years as 
an important part of office tenants’ strategic real estate 
process. Companies that are seeking to expand, downsize, 
or move are increasingly looking at the coworking 
environment as an option. Coworking’s evolution has gone 
from a model built around start-ups and entrepreneurs 
to one that also serves mid-sized companies and large 
corporations. These large tenants see the incorporation 
of coworking spaces into their businesses as a way of 
giving their workforce what it desires: opportunities 
to remote in from a secondary office setting; amenity-
rich and community-centric spaces; and the ability to 
convene in unconventional settings (such as converted 
retail, restaurant, or industrial spaces). At the same 
time, these largest users have begun to experiment with 
the concept as a way to expand their footprints across 
several markets while potentially saving money through 
the flexible terms that coworking operators typically 
provide. Coworking currently comprises 1.5% of the office 
inventory in the 12 largest metropolitan areas; mid-sized 
markets trail only slightly, with coworking operators 
occupying 1.3% of inventory. Nationally, coworking and 
flexible space occupancy has increased 95.0% in the 
past two years, driven by established operators including 

Knotel, Industrious, and WeWork. For more details on the 
differences among these firms’ models, and on the state 
of coworking nationally—including projected growth rates 
in 24 U.S. markets—please download NKF’s recent study 
The Future of Coworking and Flexible Office Space: Five 
Potential Paths.

In this still-evolving industry, one coworking subplot to 
keep an eye on in the months ahead is smaller, independent 
coworking companies beginning to merge to better compete 
with WeWork and other large operators. This scenario could 
take hold as coworking options continue to multiply, making 
it harder for operators to differentiate themselves not only 
from direct competitors but also from traditional office 
offerings. Smaller coworking companies could merge to gain 
leverage, or larger operators could acquire smaller ones to 
build market share.

Featured Market: Cleveland

Tenant preferences suggest a significant opportunity for 
coworking operators to expand throughout the Midwest in 
the coming years. Todd Goldstein, CEO and Co-Founder of 
LaunchHouse—a growing community that was one of the first 
coworking companies to come to market in Cleveland—noted 
in an interview with NKF that many Midwest markets are 
challenged by population density. Goldstein’s observations 
reflect why Cleveland and comparably-sized markets are one 
step behind gateway cities with regard to the expansion of 
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The Rise of Coworking Has Contributed to a Decline in Traditional 
Small Office Leases, But That May Be About to Change 

The National Trend: Growth of Coworking 
Correlates with Slowing Volume of  
Smaller Direct Office Leases

Over the past five years, the coworking and flexible office 
space sector has expanded rapidly across most major U.S. 
metro areas, more than doubling its share of office inventory 
in major cities like San Francisco, New York, Boston 
and Chicago. Coworking inventory in the 12 largest U.S. 
employment markets more than doubled from 20.0 million 
square feet in 2016 to 48.4 million square feet in 2019. This 
growth was largely driven by office tenants’ interest in the 
flexibility, design, and amenities offered by the coworking 
and flexible office space sector. The rapid growth of this 
sector has occurred as it has diversified its offerings.

The flexible office space segment has emerged as a model 
distinct from coworking; it aims to comprehensively manage 
a company’s office needs, often including finding and 
customizing space for a single company and then operating 
and managing that space. While some major corporations 
have gravitated to the flexible office space model and 
assigned their office needs to providers such as Knotel, the 
target market for traditional coworking providers has been 
the small-to-medium size tenants who take desks in a shared 
office environment. 

What this has meant for the traditional direct office market 
is that the volume of transactions from tenants smaller 

than 10,000 square feet has decreased as coworking has 
grown more popular. Tenants now have the option to utilize 
coworking and flexible office space providers rather than 
transacting directly with an asset owner. As illustrated in the 
adjacent chart, the average number of transactions smaller 
than 10,000 square feet in the 12 largest U.S. metro areas 
declined from 1,498 in 2016 to 908 in 2019. While we cannot 
prove a direct causal relationship between the slowing of 
smaller direct office deal volume and the rise of coworking, 
the correlation is striking. 

Featured Market: District of Columbia

The trend of declining small deal volume is especially 
prevalent in the city centers, where coworking and flexible 
office space is most concentrated. For example, in the 
District of Columbia (Washington, DC), coworking and flexible 
office space grew from 0.8% of office inventory in 2016 to 
1.6% of inventory in 2019. Over this same period, the number 
of transactions smaller than 10,000 square feet declined 
from 159 in 2016 to 136 in 2019. This decline has coincided 
with a period of tepid demand in the District, with growth 
from the District’s mainstay industries—law firms and the 
federal government—muted over the past several years as a 
result of space efficiency initiatives. More recently, coworking 
providers had been replacing some of that demand as they 
grew rapidly in the District. In 2019, 39% of the District’s net 
office absorption came from coworking and flexible office 
space providers, bolstered by the opening of major locations 
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for WeWork, MakeOffices, Convene, Spaces and others. 
Some of this growth has been driven by coworking operators’ 
ability to attract smaller tenants, likely explaining the decline 
of smaller leases transacted directly with asset owners.

What Are the Implications for Our Clients?

While the decline in smaller deal volume is undoubtedly 
a challenge for traditional asset owners, it may have 
reached an inflection point. The explosive growth of the 
coworking sector cooled significantly with the news of 
WeWork’s failed IPO in the fall of 2019. With WeWork being 
the largest provider by a significant margin, its turmoil had 
a dampening effect on growth in the sector, including for 
other providers. One possible repercussion of this slowing 

activity is a rejuvenation of the direct-to-owner small lease 
market. Instead of WeWork and other coworking providers 
capturing so many of these deals, perhaps asset owners will 
regain traction in this space, seizing new opportunities. In 
fact, another trend that has resulted from the growth of the 
coworking sector is asset owners creating their own flexible 
space and amenities programs in order to compete in this 
slice of the market. With slowing growth in the coworking 
sector overall, and an increase in asset owners offering their 
own coworking-style programs, those owners may be ready 
to recapture a larger share of the smaller tenant volume in 
the coming years.

Sources: CompStak, NKF Research
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Note: Traditional office space refers to transactions directly with an asset owner and not through a coworking or flexible office space provider.

Source: CompStak, NKF Research


