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LOOKING FORWARD TO 2021

RECOVERY
IN THE DFW OFFICE MARKET



A M E S S A G E  F R O M  O U R  F O U N D E R S

The pandemic’s impact continued to linger during the first quarter of 2021; however, optimism 
returned to the Dallas-Fort Worth Region.  Leasing activity increased for local, entrepreneurial 
businesses and corporate relocations continued to percolate.  Although deals were slow to transact, 
they did occur. 
 
At the end of the quarter, Governor Abbott removed the mask mandate and opened businesses to 
full capacity.  As a result, Dallas-Fort Worth led the country in people physically back in the office 
with 38 percent of the office labor force having returned.  We anticipate many office users to return 
to the office after Memorial Day and that most employers will require their employees to return to 
the office by Labor Day. 
 
While office fundamentals remain challenging, there was improvement during the first quarter.  
Class A properties posted positive absorption of 56,051 square feet.  Overall absorption was 
negative 1,704,073 square feet, with nearly all the loss being suffered by Class B properties.  With 
more than 6 million square feet of office projects under construction, it’s apparent that businesses 
and developers are bullish on the region’s office market.  This is also reflected in asking rents as 
landlords, on average, have increased their quoted rates above pre-COVID levels. 

The Dallas-Fort Worth office market is resilient, and with pent-up demand emerging, we expect a 
robust recovery during the second half of 2021.

MOODY YOUNGER KATHY PERMENTER
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ECONOMIC
CONDITIONS



P O P U L A T I O N
  A little over one year ago, the pandemic and subsequent lockdown 
resulted in unprecented job losses and a spike in the unemployment rate. Like 
most of the country, the Dallas–Fort Worth economy saw a drastic spike in 
unemployment in 2020 as the pandemic took hold. The unemployment rate 
increased to a record high of 12.5% in April of 2020 (when the lockdown 
took full effect) compared to the end of 2019, when the unemployment rate 
was 3.1%. Since then, the unemployment rate for DFW has been trending 
downward, and as of March 2021, stood at 6.8%.  

While the pandemic and subsequent shelter-in-place orders compelled many 
businesses to close their doors in early spring 2020, the declines in Texas 
and DFW were less steep than in the United States as a whole. Hospitality 
and retail sectors were impacted the most by the lockdowns. Meanwhile, the 
office sector was not as hard pressed. However, office has still been impacted 
through remote work efforts (that remain in effect for a large percentage 
of business) and a sharp rise in sublease space. As of March, about 38% of 
DFW office users were returning to the office on a regular basis on, at least, 
a hybrid model.

Longer term as more workers return to their workplaces, DFW’s more 
affordable home prices, lower costs of living and tax advantages are expected 
to play a key role in high net migration to Dallas-Fort Worth for the 
foreseeable future. Companies and individuals from higher-priced coastal 
markets like San Francisco, Los Angeles and New York City have opted 
to relocate to other parts of the country. Texas and Dallas-Fort Worth, 
in particular, have been beneficiaries of this trend. Companies like PGA, 
McKesson, Deloitte, Charles Schwab, JPMorgan Chase and Liberty Mutual 
have all either relocated or significantly expanded operations in DFW over 
the past few years. 5



According to the U.S. Census Bureau, Dallas-Fort Worth is the fourth 
largest metropolitan statistical area (MSA) in the United States, with an 
estimated population of 7.6 million. Since the last census in 2010, the 
Census Bureau estimates the population of the Dallas-Fort Worth MSA 
grew by 23.1%. This was the most of any metropolitan area in the country.

DALLAS/FORT WORTH POPULATION GROWTH

Source: North Texas Council of Governments; US Census



After several years of very strong job growth, Dallas-Fort Worth saw an 
unprecedented decline in jobs in 2020 due to the COVID-19 pandemic 
and subsequent shutdown.
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While job losses remain heavy in Leisure and Hospitality, most office-
using employment has been far less negatively impacted. For the first 
three months of 2021, combined job losses were 31,800. Current 
forecasts point to a job recovery for DFW in the later half of 2021.

JOB GROWTH BY INDUSTRY (MARCH 2020 TO MARCH 2021)



DFW JOB GROWTH & UNEMPLOYMENT RATE

Employment losses were widespread across industries, with financial 
services seeing a slight year-over-year increase. All other industries had 
a combined loss of 125,600 jobs over the past year (December of 2019 
to December of 2020).  For the first three months of 2021, year-over-
year job losses remained, but the number of jobs lost is less severe than 
in 2020.
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E M P L O Y M E N T
For office space demand, employment is a key driver. According 

to the Bureau of Labor Statistics, Dallas-Fort Worth was the fourth largest 
employment market in the nation with total non-farm employment of more 
than 3.7 million as of March 2021. Of this total, 29% or more than 1 million 
jobs were in the office-using sectors of Professional and Business Services, 
Financial Activities, and Information.

EMPLOYMENT BY INDUSTRY
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OFFICE MARKET
CONDITIONS



D E M A N D  &  S U P P L Y
Though not as negative as the fourth quarter, office demand 

remained very low in the first quarter with 1.7 million square feet of 
negative absorption for the beginning of 2021. In comparison, 5.7 million 
square feet of negative absorption was recorded in 2020 with roughly 
half of that due to vacant sublease space. While all property classes were 
negative in 2020, Class A recorded slightly positive net absorption in the 
first quarter of 2021, while Class B and C properties remained negative.  

Absorption figures varied widely among the property classes in the first 
quarter of 2021. Class A properties recorded a positive 56,051 square 
feet, while Class B properties recorded a negative 1,704,073 square feet 
and Class C properties had a negative 98,958 square feet. 

NET ABSORPTION & DELIVERIES
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As of March 2021, there was a total of 6,288,402 rentable square 
feet of office space under construction in Dallas-Fort Worth. Of that 
number, 4.8 million square feet is scheduled for delivery in 2021.  

Of the 6.3 million square feet of space currently under construction, a 
little more than half (59% percent) has been accounted for through a 
combination of build-to-suits and pre-leasing.

CLASS NET ABSORPTION
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DFW NEW CONSTRUCTION



JPMorgan Chase (phase 2), Keurig Dr Pepper’s new build-to-suit, 
and several spec office construction projects (Headquarters II, Frisco 
Station, Legacy Town Center) make Far North Dallas currently the 
most active submarket with 46% of the construction pipeline already 
underway. East Dallas, a traditionally very small and inactive submarket, 
currently has a large build-to-suit project for Uber (Epic Phase 2) that 
gives the submarket 15% of the construction pipeline.  
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DFW UNDER CONSTRUCTION
(6.3 MILLION SQUARE FEET)



O C C U P A N C Y  T R E N D S
  Between 2014 and 2019, demand for office space was one of 
the highest in the country, with annual net absorption averaging 4 million 
square feet per year. New construction during the same time period 
outpaced demand at 5.6 million square feet per year resulting in a trend of 
slightly decreasing overall occupancy.  

Most of the absorption during this time was concentrated in newer 
construction, while the older properties struggled to maintain occupancy 
in most submarkets. There are several older large office projects that 
are currently vacant or have very large blocks of space, including the 1.6 
million-square-foot former HP headquarters at 5400 Legacy, American 
Airlines’ recently vacated 1.3 million-square-foot former headquarters 
campus in Fort Worth and JCPenney’s 1 million-square-foot former 
headquarters at the Campus at Legacy West. The CBD, in particular, has 
several skyscrapers with 500,000 square feet or more of space available 
for lease (Bryan Tower, Renaissance Tower, 1700 Pacific, Bank of America 
Plaza, Fountain Place, Comerica Bank Tower and Energy Plaza).

In 2020, demand turned extremely negative for all properties with a 
5.7 million-square-foot decrease in occupancy for the year, while new 
constructon deliveries remained high (4.1 million was completed in 2020). 
With demand for space currently in negative territory and a little over half 
of the construction pipeline accounted for, a moderate decrease in the 
overall occupancy rate is expected to continue for the foreseeable future.
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While newer construction should perform moderately well, there will 
be older properties that lose tenants and will likely have a hard time 
backfilling older second-generation space. This combined with record 
high sublease space will put downward pressure on occupancy over the 
next few quarters.

CLASS OCCUPANCY
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Despite the elevated levels of new construction over the past five years, one 
of the highest risks in the market is the amount of large blocks of 
second-generation spaces that will need to be backfilled (many of which were 
recently vacated for the large build-to-suit projects). As of March 2021, 
there were 203 big blocks of available space over 50,000 SF (these include 
both direct and sublease space).

BIG BLOCKS OF SPACE



R E N T A L  R A T E  T R E N D S
Despite the negative absorption and lower overall occupancy 

over the past few quarters, average asking rates have flattened, but have 
not fallen significantly. Overall, the total weighted average asking rate is 
$27.30 (FSG), which is up $0.20 from the end of 2020.

Over the past quarter, Class A annual rental rates increased $0.46 to 
$30.53 (FSG), Class B rates decreased $0.09 to $22.07, while Class C 
rates increased $0.12 to $19.04.

RENTAL RATE TRENDS
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CLASS RENTAL RATES



S U B M A R K E T S

For additional information on any of the submarkets shown above, 
please refer to our Market Snapshot reports.

SELECT  
SUBMARKETS INVENTORY VACANCY NET ABSORPTION COMPLETIONS UNDER 

CONSTRUCTION
ASKING  

RENT

# of 
Bldgs. Total SF Total SF Rate

Current 
Quarter YTD

Current 
Quarter YTD

At End of Current 
Quarter

Wtd. Avg.   
(FS/G)

Central Expressway 99 11,824,329 2,195,220 18.6% -66,107 -66,107 0 0 30,000 $30.89 

Dallas CBD 94 32,128,503 8,276,722 25.8% -268,474 -268,474 0 0 284,600 $26.00 

East Dallas 141 5,689,187 620,321 10.9% 1,970 1,970 92,614 92,614 764,116 $27.74 

Far North Dallas 439 57,806,398 13,143,372 22.7% -284,491 -284,491 213,023 213,023 2,379,145 $31.40 

Fort Worth CBD 70 10,525,587 2,003,110 19.0% -333,382 -333,382 0 0 0 $27.73 

Las Colinas 300 41,702,027 8,307,058 19.9% -388,579 -388,579 0 0 584,682 $26.11 

LBJ Freeway 149 19,965,605 4,458,329 22.3% -131,180 -131,180 0 0 0 $23.54 

Lewisville/Denton 129 5,906,429 583,143 9.9% 16,526 16,526 0 0 0 $25.06 

Mid-Cities 373 26,948,108 4,562,750 16.9% -89,621 -89,621 32,058 32,058 720,085 $24.75 

North Fort Worth 51 3,726,818 131,099 3.5% -27,670 -27,670 0 0 20,000 $25.10 

Northeast Fort Worth 52 3,809,734 474,247 12.4% 50,151 50,151 0 0 0 $20.84 

Preston Center 52 5,844,101 681,628 11.7% -54,685 -54,685 0 0 297,000 $38.98 

Richardson/Plano 325 32,505,896 6,386,345 19.6% -237,027 -237,027 0 0 98,772 $23.86 

South Fort Worth 178 10,166,849 1,176,711 11.6% 251,021 251,021 21,600 21,600 0 $24.81 

Southwest Dallas 75 3,683,805 553,415 15.0% -9,643 -9,643 0 0 28,314 $23.67 

Stemmons Freeway 117 10,364,757 2,348,441 22.7% -31,597 -31,597 0 0 65,000 $20.03 

Uptown/Turtle Creek 103 15,019,988 2,392,138 15.9% -144,192 -144,192 0 0 1,016,688 $41.34 

TOTAL 2,747 297,618,121 58,294,049 19.6% -1,746,980-1,746,980 -1,746,980-1,746,980 359,295 359,295 6,288,402 $27.30 

CLASS A 575 161,623,215 35,484,184 22.0% 56,051 56,051 251,037 251,037 5,997,103 $30.79 

CLASS B 1,684 119,632,271 21,353,716 17.8% -1,704,073 -1,704,073 108,258 108,258 291,299 $22.44 

CLASS C 488 16,362,635 1,456,149 8.9% -98,958 -98,958 0 0 0 $19.06 

 TOTAL DFW 2,747 297,618,121 58,294,049 19.6% -1,746,980-1,746,980 -1,746,980-1,746,980 359,295 359,295 6,288,402 $27.30 
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OUR
APPROACH



Y O U N G E R  P A R T N E R S

Younger Partners research is based on the CoStar office 
building database. Inventory includes office buildings containing at least 
15,000 rentable square feet; single tenant, multi-tenant and owner-
occupied; Class A, B and C; existing, under construction or under 
renovation; excludes medical office buildings and data centers. Net 
absorption is a change in the occupied square feet from one quarter to 
another.  For sublease space, negative absorption is only calculated if the 
tenant physically vacates the space.

When it comes to analytics, we focus 
not only on the data, but also the 
insight behind the data. Information 
and technology are continuing 
to progress to a level where data 
is readily available to everyone. 
However, conscious interpretation 
of this data is rare. We specialize in 
providing an astute understanding 
into market trends that are often 
overlooked. S T E V E  T R I O L E T,  D I R E C T O R  O F R E S E A R C H
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YO U N G E R PA R T N E R S .C O M

214.294.4400

14643 D A L L A S  PA R K WAY, S U I T E  950 
D A L L A S ,  T X  75254




