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@ Economy ‘ |§| Lu Leasing Market Fundamentals

— The Pittsburgh MSA continues to exhibit a low unemployment rate at 3.6%, still — The vacancy rate remained stable in the first quarter of 2024: however, the

below the national unemployment rate of 3.9% as of February 2024. Oakland/East End submarket had a significant decrease in availability with the

: : . , expansion of Duolingo.
— While the national and local economy remains stable, there are increased concerns

about geopolitical risk, higher oil prices, stubborn inflation and a slowed consumer — While Class A asking rates remained relatively stable since year end 2023, Class B

spending rates have been on a continual rise for the last three consecutive quarters.

. . . _ . o — Sublease space made up 3.5% of the total availability for the office market in first
— An increase in bond yields has tempered expectations regarding the timing and quarter of 2024 which is slightly lower than end of 2023.

number of rate reductions by the Federal Reserve in 2024. — The total current under construction inventory is less than 1% of the total market

— Recent property tax appeals throughout Allegheny County in general and the City of inventory.
Pittsburgh in particular have raised concerns about the negative impact on local — Most new leasing activity appears to be tenants opting to locate to higher quality
government and school districts reliant on property tax revenue. space with modern amenities to retain and attract new employees.

}ﬁ Transactions @ Outlook

— There appears to be an increase of tenants in the market seeking large blocks of
space exceeding 50,000 SF.

— Duolingo signed a large expansion at Liberty East taking an additional 110,000 SF,
increasing its total footprint to 148,000 SF.

— Additional CBD buildings continue to be granted lower reassessment while even more
are in the appeal process. This will result in a significant reduction in tax revenue for
the city.

— Diamond Ridge, in the Parkway West submarket, completed construction and
secured Assured Partners as its first tenant for 19,000 SF.

— Harbison Walker International signed a lease at 2000 Park Lane Drive to take 25,143

SF, leaving behind a sublease of 42,000 SF at Pittsburgh International Business Park, — More buildings are facing foreclosure and continued possible conversions of their

properties to alternate uses.
— NVR renewed their lease at Penn Center West I.
— Increased activity in the East End and Parkway West submarkets point to an

— Sisterson & Co, while keeping its presence in the CBD, is leaving their longtime home optimistic outlook for the future office market.

in the Grant Building to relocate to 525 William Penn Place.
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Economy




Pittsburgh Employment Strong

The Pittsburgh MSA continues to exhibit a low unemployment rate at 3.6%, still below the national unemployment rate of 3.9% as of February 2024. Payroll employment is still
experiencing solid growth and returning to pre-pandemic levels

Nonfarm Payroll Employment, Non-Seasonally Adjusted, 12-Month % Change

Unemployment Rate, Not Seasonally Adjusted
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Source: U.S. Bureau of Labor Statistics, Pittsburgh MSA
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Education and Health Employment Remain Strong

The largest job-producing sector in the Pittsburgh MSA is Education & Health thanks to the continued strength of our universities and health care centers.

Employment by Industry Employment Growth by Industry, 12-Month % Change, February 2024
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New Construction On Hold - Vacancy Stable

The delivery of a new 171,000 square-foot building in the Parkway West further reduced the under-construction pipeline. The vacancy rate remained relatively stable in the first quarter

of 2024. The market also experienced a slight positive absorption of existing inventory.

Historical Construction Deliveries, Net Absorption, and Vacancy
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Overall Availability Remains Steady

Many factors are impacting the availability such as relocations and consolidations while also looking for higher quality office space. Sublease space made up 3.5% of the total

availability of the office market in first quarter of 2024.

Available Space as Percent of Overall Market
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No New Construction Projects on the Horizon

Diamond Ridge completed construction and the first tenant signed a lease for 19,000 SF. The remaining building in the pipeline, FNB Financial Center, is scheduled to complete before
end of 2024. Construction has been put on hold for a few projects due to the cost of materials and ability to secure financing. The total under construction square footage is less than
1% of the total market inventory.

Office Under Construction and % of Inventory
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Overall Average Asking Rents Appear to be Stabilizing

Overall asking rates seem to be leveling off at $26.15 at the end of first quarter of 2024. Landlords are continuing to offer concessions such as larger tenant improvement allowances
and additional rental abatement to balance the higher rents.

Year-over-Year Asking Rent Growth Rate

Office Average Asking Rent, $/SF, FS
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Class B Asking Rents on Steady Rise

While Class A asking rates remained relatively stable from year-end 2023 to the first quarter, Class B rates have been on a continual rise from $21.86 in the second quarter of last year to
$22.09 in the first quarter 2024. There continues to be a significant rent spread between sublease and direct rates, with the overall asking rent of $26.15 compared to $19.30 sublease
rate.

Class A and Class B Asking Rents Sublease Rates
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1Q24 Leasing Activity

Leasing activity saw a significant increase in the first quarter of 2024, particularly within the Oakland/East End submarkets with the expansion of Duolingo and the new leases and
renewals in the Parkway West submarket.

Notable 1Q24 Lease Transactions

Tenant Building(s) Submarket Type Square Feet
Duolingo 141 S St Clair St Oakland/East End Expansion 110,000
NVR Penn Center West | Parkway West Renewal 36,397
Allegheny County Human Services Nine Parkway Center Parkway West New Lease 35,000
Harbison Walker Int’l 2000 Park Lane Dr Parkway West New Lease 25,143
Confluence Technologies Nova Tower One Fringe Renewal 21,847
Fenwal Inc 300 Allegheny Dr North New Lease 21,561
Assured Partners Diamond Ridge Parkway West New Lease 19,000
Sisterson & Co LLP Union Trust Bldg CBD New Lease 16,420
Jewish Healthcare Foundation EQT Plaza CBD New Lease 16,000
Freemarkets Health Crane Building Fringe Sublease 15,408

Source: Newmark Research, CoStar
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Please reach out to your
Newmark business contact for this information
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For more information:

Gerard McLaughlin
Executive Managing Director

gerard.mclaughlin@nmrk.com

Pittsburgh
210 Sixth Avenue, Suite 600
Pittsburgh, PA 15222

t 412-281-0100

New York Headquarters
125 Park Ave.
New York, NY 10017

t 212-372-2000

nmrk.com

Newmark has implemented a proprietary database and our tracking methodology has been revised. With this expansion and refinement in our data, there may be adjustments in historical statistics including availability, asking rents, absorption and effective rents. Newmark Research Reports are

available at nmrk.com/insights.

All information contained in this publication (other than that published by Newmark) is derived from third party sources. Newmark (i) has not independently verified the accuracy or completeness of any such information, (ii) does not make any warranties or representations, express or implied,
concerning the same and (iii) does not assume any liability or responsibility for errors, mistakes or inaccuracies of any such information. Further, the information set forth in this publication (i) may include certain forward-looking statements, and there can be no guarantee that they will come to pass, (ii)
is not intended to, nor does it contain sufficient information, to make any recommendations or decisions in relation to the information set forth therein and (iii) does not constitute or form part of, and should not be construed as, an offer to sell, or a solicitation of any offer to buy, or any recommendation
with respect to, any securities. Any decisions made by recipient should be based on recipient's own independent verification of any information set forth in this publication and in consultation with recipient’s own professional advisors. Any recipient of this publication may not, without the prior written
approval of Newmark, distribute, disseminate, publish, transmit, copy, broadcast, upload, download, or in any other way reproduce this publication or any of the information it contains with any third party. This publication is for informational purposes only and none of the content is intended to advise
or otherwise recommend a specific strategy. It is not to be relied upon in any way to predict market movement, investment in securities, transactions, investment strategies or any other matter. If you received this publication by mistake, please reply to this message and follow with its deletion, so that

Louis Oliva, CCIM, SIOR
Executive Managing Director

louis.oliva@nmrk.com

Newmark can ensure such a mistake does not occur in the future.

NEWMARK

David Koch
Executive Managing Director

david.koch@nmrk.com

Patricia Beasock
Sr. Research Analyst

patricia.beasock@nmrk.com


https://www.nmrk.com/insights
http://www.nmrk.com/
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