
REAL ESTATE ALERT: March 8, 2017, 5 Marine View Plaza, Suite 400, Hoboken NJ 07030. 201-659-1700

The prospect of a rebound in U.S. military spending has 
brightened the outlook for Northern Virginia office markets 
that were hard-hit by defense-sector cutbacks.

The Rosslyn-Ballston corridor, with its heavy concentration 
of defense contractors, saw vacancy rates double in recent years 
due to the one-two punch of base closings and federal budget 
sequestration. The slowdown in leasing made it difficult to val-
ue and sell properties.

Now, owners and brokers alike are finding cause to be opti-
mistic. The election of President Trump, putting both the execu-
tive and legislative branches in Republican hands, and the ad-
ministration’s plans to increase defense spending signal a likely 
resurgence in leasing.

Property owners already are seeing positive signs. “It is 
more than a potential,” said Bruce Lane, co-founder of Me-
ridian Group of Bethesda, Md. The firm began investing in 
Northern Virginia offices in 1999 and has stepped up those 
efforts since  2012. In the last few months, he’s seen an up-
tick in tenant tours in the area. “In general, the confidence 
level of [prospective tenants] is much greater,” Lane said.

The White House said last week that Trump’s budget propos-
al for the next fiscal year would increase defense spending by 
$54 billion, or roughly 10% from the current level. The expec-
tation is that Northern Virginia would benefit from the boost, 
as companies that provide research and other services to the 
Pentagon look to expand.

“Virginia is the R&D epicenter of defense, not just nationally, 
but globally,” said John Sikaitis, a managing director of office re-
search in JLL’s Washington office. “Virginia is the real winner.”

For the past several years, those ties to defense spending 
were problematic. From 2011 through 2016, the average annual 
occupancy rate for office space in the Rosslyn-Ballston area was 
80% — compared with a 91% average for the previous 15 years, 
according to JLL. At the end of last year, it stood at 77%.

The falloff in leasing corresponded with the restraints on 
military spending imposed by the Budget Control Act of 2011. 
That came on the heels of a base-closings initiative that led to 
cuts in Defense Department leasing.

Along with Trump’s call for a defense buildup, there are other 
positive signs for improved occupancy in Northern Virginia. For 
one, some existing supply is being taken offline, as older proper-
ties deemed functionally obsolete are redeveloped. What’s more, 
expanding industries such as cyber-security are poised to take up 
more space, said Drew Flood, a broker at Cushman & Wakefield.

In addition, close-in suburbs are likely to benefit from a general 
upswing in Washington-area leasing as lobbyists gear up for poten-
tial major legislative action after six years of divided government.

“When Congress is functional and they are approving legis-
lation, [Greater Washington] tends to be not just a growth mar-

ket, but a boom town,” said Sikaitis at JLL. The firm’s research 
shows that over the last 15 years, the market has absorbed 36.5 
million square feet of office space during the six years when 
the presidency and Congress were in partisan alignment — 
and lost 6 million sf of occupancy in the nine years when the 
branches were divided.

Investors looking at the Rosslyn-Ballston area say this could 
be a good time to get in, when buildings can be acquired at 
below-replacement cost and at yields higher than better-per-
forming submarkets in the region.

“I feel very, very good about buying now,” said Robert Murphy, 
co-founder and managing principal of MRP Realty of Washington. 
He expects institutional investors to re-enter the market within 24-
30 months, after a few quarters of positive net absorption. “Ideally 
there will be a pretty good execution for us.”

Already, buyers are willing to price less risk into deals cur-
rently on the block.

“Six months ago, we were getting killed on worst-case sce-
nario,” said Eric Berkman, a broker at Cushman. Investors then 
were underwriting any defense-related tenants as likely to va-
cate when their leases expired, he said. “But now the thinking 
is maybe these guys aren’t going to leave. It’s starting to change 
right in front of your eyes.” 
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 Industry veteran Scott Silverberg has le�  Nippon Life Global Investors. He was a senior vice president working on real estate and infrastructure out of the Japanese insurer’s New York o�  ce, where he worked for 10 years. Among other duties, he was portfolio manager of Nip-pon’s Global Property Portfolio Fund. Sil-verberg told colleagues he’s returning to his hometown of Toronto. He had prior stints at Tishman Speyer and Brookfi eld Asset Management.

Pennsylvania State Employees has hired Phil Greenberg as a managing director focused on commercial real estate. He started Feb. 21, reporting to chief invest-ment o�  cer Bryan Lewis. Greenberg came from Cornell University, where he was a visiting lecturer and associate 
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Trophy Offi ce Building Up for Grabs in DCAn investment group is marketing one of Washington’s top-performing o
  ce 
buildings, which could attract bids of around $455 million.

� e 380,000-square-foot property, at 1101 New York Avenue NW, boasts above-
average occupancy and asking rents. � e estimated $1,200/sf valuation would be 
among the highest prices ever fetched in Washington.Eastdil Secured is advising the owners — Property Group Partners of New York, 
Morgan Stanley Real Estate and W.R. Berkley Corp. of Greenwich, Conn.

� e building’s 95% occupancy rate surpasses the 90% average for top tier Wash-
ington properties. � e weighted average remaining lease term is almost 10 years. 
� e tenants include Bloomberg, British Petroleum and Ernst & Young.

� e property su� ered a heavy blow in 2012, when now-defunct law � rm Dewey & 

LeBoeuf vacated some 140,000 sf. But that space was subsequently � lled with a mix of 
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look for Northern Virginia o
  ce markets that were hard-hit by defense-sector 
cutbacks.

� e Rosslyn-Ballston corridor, with its heavy concentration of defense contrac-
tors, saw vacancy rates double in recent years due to the one-two punch of base 
closings and federal budget sequestration. � e slowdown in leasing made it di
  cult 
to value and sell properties.Now, owners and brokers alike are � nding cause to be optimistic. � e election of 
President Trump, putting both the executive and legislative branches in Republican 
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said Bruce Lane, co-founder of Meridian Group of Bethesda, Md. � e � rm began 
investing in Northern Virginia o
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See DEFENSE on Page 9Seattle Tower Leased to Amazon Hits MarketA MetLife Real Estate Investors partnership is marketing a new Seattle o
  ce 
building that’s fully leased by Amazon.com.� e 373,000-square-foot property, at 1007 Stewart Street in the South Lake Dis-
trict, could attract bids of about $950/sf, or almost $355 million. CBRE is advising 
MetLife and its partner, Trammell Crow of Dallas.� e 21-story building, dubbed Midtown 21, was completed last year. Amazon, 
which signed a long-term lease, is in the process of moving in. � e online retailer 
occupies 8 million sf in Seattle — or almost 20% of the city’s total o
  ce space. 

� e property includes some 380 parking spaces and a conference center. It’s within 
walking distance of the trendy South Lake retail district.Another Seattle building fully leased by Amazon sold in January. A TriStar 

Capital partnership acquired the 291,000-square-foot Urban Union building, at 
501 Fairview Avenue North, from developer Schnitzer West of Seattle for $268.7 
million, or $924/sf. Newmark Grubb was the broker. �
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