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Overview

12 Mo Deliveries in SF 12 Mo Net Absorption in SF

Vacancy Rate 12 Mo Rent Growth
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The Boulder Metro contains about 18 million SF of office
space, roughly two-thirds of which is located in the city
of Boulder proper. Virtually all of the remaining stock is
spread between the cities of Lafayette, Longmont, and
Louisville.

Thanks in part to an upswing in development that began
in 2016 (and has accelerated since), both the vacancy
and availability rates in Boulder have come off of 2015
lows, but remain well controlled.

Boulder Office

7.6% 4.5%

Years of outsized increases have propelled rents to 35%
above the peak of last cycle (compared to about 15%
nationally), easily the best performance in the Colorado
Front Range.

Several major institutional investors have made plays
over the last few years, driving historic sales
volume—including what will likely be the second-highest
annual total on record in 2018. In what some considered
to be a surprise move, Google acquired its soon-to-be-

completed 200,000 SF campus for $131 million in a
record-breaking trade, reaffirming its commitment to
expanding in Boulder.

Rents continue to post outsized gains, and were growing
at more than twice the national average as of late-2018.

KEY INDICATORS

Gross Asking Under

Current Quarter RBA Vacancy Rate Rent Availability Rate Nt Abssgrption Deliveries SF ConSUien
4 & 5 Star 2,728,463 8.1% $40.20 9.9% 79,188 40,000 86,000
3 Star 10,201,975 8.1% $28.17 12.2% 96,606 0 109,318
1& 2 Star 5,572,316 6.5% $26.33 9.0% (1,216) 0 0
Market 18,502,754 7.6% $29.43 10.9% 174,578 40,000 195,318
Historical Forecast
Annual Trends 12 Month Average Average Peak When Trough When
Vacancy Change (YOY) -0.4% 10.0% 8.0% 17.2% 2003 Q3 4.7% 2000 Q2
Net Absorption SF 436 K 225,222 229,793 1,278,101 2000 Q4 (451,037) 2002 Q4
Deliveries SF 388 K 280,364 283,483 1,176,723 2000 Q4 0 2015 Q2
Rent Growth 4.5% 1.1% 1.8% 10.1% 2015 Q4 -8.5% 2002 Q4
Sales Volume $250 M $134.9M N/A $560.0M 2017 Q3 $22.7M 2009 Q3
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Leasing

Roughly 20% of Boulder’s office-using employment is
tied to the high tech or information sectors, on par with
San Francisco's, and behind only San Jose's nationally.
Unsurprisingly, the Boulder office market derives an
unusually large amount of its demand from tenants
connected to the tech sector.

Boulder continues to attract expansions from major
international tech companies. In September 2018,
Amazon was a month or two away from moving into its
new 37,000 SF space at 1900 15th Street in Downtown
Boulder. At the time the lease was signed in the first
quarter of 2018, the space had been marketed at one of
the highest price points in the metro, $32-35/SF NNN.

Amazon's new space will house a multi-channel
advertising division. Prior to leasing this space, the
division had been operating out of a shared workspace.
Amazon may have been testing its ability to find talent in
a tight labor market, and ostensibly had success in
finding top-class tech talent given its decision to expand.

Three large speculative developments delivered in the
city of Boulder itself in 2016, the city’s first major supply
additions of the current cycle. These developments have
found their target audience, securing leases from a
number of tech companies.

At the 175,000 SF Pearl West development in downtown
Boulder, SolidFire signed on for 62,000 SF, and The
Trade Desk took another 13,000 SF. At the 63,000 SF
Wencel Building, another 2016 delivery in downtown
Boulder, GNIP signed on for 31,000 SF. GNIP was
founded in Boulder in 2008 and acquired by Twitter in
2014, and this lease represents an expansion of the
social media giant’s Boulder presence. At the final 2016
delivery, the 62,000 SF Parkway Center development
(just east of downtown Boulder), LogRhythym leased
21,000 SF as part of a pure expansion.

Speculative development has played the largest role in
driving availabilities off of cyclical lows, but a handful of

large blocks that recently came on the market also
played a role. Global marketing and consumer firm
Epsilon opted not to renew on its 80,000 SF lease at
2550 Crescent Drive in Lafayette (the entire building),
and built out a new regional headquarters in Westminster
(in the Denver metro). Epsilon's vacated its former space
in 18Q2, and the full building remained available as of
early 18Q4.

While deliveries in Boulder have met steady demand
thus far (predominantly from tech tenants), development
will remain elevated: In addition to Google’s 200,000 SF
campus, eight 25,000 SF-plus speculative developments
have either delivered since 2017 or are currently
underway. These developments have a combined
footprint of about 450,000 SF and, as of October 2018,
50% of the combined space remained available.

In August 2017, Uber renewed its 33,000 SF space in
Louisville for five years. Like Twitter, Uber made its entry
into the Boulder metro through an acquisition. During the
first half of 2015, the ride-sharing giant acquired some
Bing Map assets from Microsoft, including a Bing Maps
division housed in a 33,000 SF space in downtown
Boulder. Uber opted not to renew the lease at that space
(which expired at the end of 2015), and moved to the
aforementioned space in Louisville in early 2016. Rents
in Louisville are typically about half those in downtown
Boulder, demonstrating that even a tech titan like Uber
might balk at downtown Boulder office rents, which are
among the most expensive in Colorado.

Notably, Boulder has a high concentration of high-tech
companies with hardware and/or R&D operations. As
such, the metro has significant demand for flex space
that serve these tenants. Boulder has about 18 million
SF of office space and 12 million SF of flex space, or an
office-flex ratio of 1.5:1. Nationally, the ratio is about 5:1
(five SF of office space for every one SF of flex space),
and only San Jose has a higher relative concentration of
flex space.

v Copyrighted report licensed to RE/MAX Alliance - 985143.

RE/MAX
ALLIANCE

11/28/2018

~d
O‘z CoStar- Page 3

Boulder Office



Leasing

Boulder Office

NET ABSORPTION, NET DELIVERIES & VACANCY
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Leasing

Boulder Office

AVAILABILITY RATE
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Leasing

Boulder Office

NET ABSORPTION SF IN SELECT BUILDINGS
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Net Absorption SF

Building Name/Address Submarket Bldg SF Vacant SF
1st Qtr 2nd Qtr 3rd Qtr 4th Qtr YTD

Clinica Boulder County 65,000 0 0 0 65,000 0 65,000
Pearl East Business Park (1) Boulder 67,200 0 0 (5,542) 2,695 54,342 51,495
Xilinx Boulder County 130,000 0 44,726 0 0 0 44,726
1157 W Century Dr Boulder County 36,444 0 0 0 0 36,444 36,444
Boulder Commons Boulder 60,000 7,489 16,678 10,186 (196) 7,304 33,972
1900 15th St Boulder 33,945 0 33,945 0 0 0 33,945
3333 Walnut St Boulder 158,228 0 0 0 0 32,407 32,407
Flatlrons North Boulder 29,810 0 29,369 0 0 0 29,369
Centennial Valley Boulder County 57,700 31,249 0 26,451 0 0 26,451
Superior Medical Center Boulder County 57,600 31,161 26,439 0 0 0 26,439
Walnut Business Center Boulder 26,078 0 26,078 0 0 0 26,078
Pearl East Business Park (2) Boulder 39,547 0 11,297 0 14,310 0 25,607
Colorado Building Boulder 74,000 0 24,252 0 0 0 24,252
1427-1433 Pearl St Boulder 24,574 0 (134) 24,208 0 0 24,074
Iris Park Professional Campus Boulder 40,000 20,464 0 0 0 19,536 19,536
Pearl West Boulder 175,000 634 0 12,530 6,002 (300) 18,232
Centennial Valley Business Park Boulder County 62,219 0 0 0 17,625 0 17,625
Subtotal Primary Competitors 1,137,345 90,997 212,650 67,833 105,436 149,733 535,652
Remaining Boulder Market 17,365,409 1,322,342  (37,376) (65,918) (31,359) 24,845 (109,808)
Total Boulder Market 18,502,754 1,413,339 175,274 1,915 74,077 174,578 425,844
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Rent

Office rents in Boulder have surpassed the last cycle’s
highs by 35%, the best performance in the Front Range,
and a top 10 performance nationally out of the 200
largest metro areas. And rents are once again rising
rapidly, after previously slowing to a multiyear low of 2%
in 2016. The slowdown in 2016 was was a little more
nuanced: triple-net rents were effectively unchanged,
and the 2% uptick in rents (which for the office property
type are reported as gross rents) essentially came down
to what was a significant increase in property taxes.

The slowdown also spoke especially to intermittent

MARKET RENT GROWTH (YOY)

weakness for high-end offices. Rents for 4 & 5 Star
office space were more or less unchanged in 2016.
During the same year, the 4 & 5 Star availability rate
increased from 12% to 16%, by virtue of an uptick in
speculative groundbreaks. Leasing at high-end
developments has been strong over the past year, and
the 4 & 5 Star availability rate edged under 12% during
the second half of 2018, a three-year low. Rebounding
rent growth since 2016 speaks in part to improved
performance for high-end assets, where rents were

recently growing at their strongest annual rate in years.

Boulder Office
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