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Economic Outlook

Maryland Emerges as One of the Nation’s Better Economic Performers
Contributed by Sage Policy Group, Inc.
Anirban Basu, CEO | www.sagepolicy.com

MacKenzie reached out to their industry partner, Sage Policy Group, 
for an update on how overall economics are looking for 2018.

Though we are in the midst of the third longest recovery in 
American history, in many ways it feels as if the recovery is just 
getting started.  After a number of years of below average growth, 
America’s expansion has picked up steam.  There are a number 
of reasons for this, but stakeholders disagree vigorously regarding 
which factors are the most important.  Here are a few contenders:

1. Improving global economy.  The International Monetary Fund 
expects global growth to reach 3.7 percent this year, better 
than the 3.2 and 3.6 percent performances of 2016 and 2017, 
respectively.  Export growth has been stimulated, though 
imports have been growing even more rapidly helping to drive 
the U.S. trade deficit higher.

2. Confidence.  Measures of consumer and business confidence 
are at or near multi-year highs.  Consumer confidence is 
supported by a strong job market, rising home values and 
equity prices.  There are presently 5.9 million available jobs 
in America, not quite one job opening for every jobseeker.  
Consumer outlays remain strong.  Monthly job growth may 
slow as employers suffer increasing difficulty filling available 
positions.  Business confidence is buoyed by a whole host of 
factors, including deregulation of various key industries (e.g., 

banking and energy), and the recently enacted tax cut.  Business 
spending is set to pick up meaningfully in 2018.

3. Global Monetary Policy.  While the Federal Reserve continues 
to tighten and has now begun to take steps to shrink its swollen 
balance sheet, central banks in other parts of the world continue 
to maintain incredibly easy money stances.  The continued 
growth in global money supply produces many impacts.  One of 
them is to generate more capital inflows into U.S. commercial 
real estate, which serves to bolster real estate values and trigger 
new construction.

4. Improving State and Local Government Finances.  Years of 
improving housing market dynamics and expanding employment 
have helped to improve public sector finances.  

The recent announcement by Apple that it will invest tens of billions 
of dollars and create thousands of jobs strongly suggests that the 
conventional wisdom regarding how corporate tax savings will be 
spent has been overly simplistic.  Additional corporate liquidity will 
not be wholly devoted to stock repurchases and enlarged dividends.  
Business spending is set to pick up in Maryland as well in 2018.  
Over a recent 12-month period, Maryland ranked 6th nationally in 
terms of percentage job growth and ranked 2nd among states east 
of the Mississippi (trailing Florida).  In short, 2018 is shaping up 
to be another year of job growth, stable office leasing activity, and 
abundant commercial real estate transactional volume.

National Monthly Job Growth, 
December 2003 - December 2017, SA

Source: Bureau of Labor Statistics
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Capital & Investment Sales

Data and graphs received from proprietary MacKenzie research, CoStar, and Real Capital Analytics. Benchmark market includes all of the United States, Prior 12-month rolling. Property types include office, retail, and industrial/flex.

Change in Sales (YOY) Average Price ($/SF) Average Cap Rate (Yield)
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IT’S ALL ABOUT PERSPECTIVES (AND INTEREST RATES!)
By: William Goetschius, Vice President of MacKenzie Capital LLC

If you told the MacKenzie Capital team two years ago that the 10-year US Treasury Yield would be where it is today, around 2.50%, we would 
be thrilled, as most everyone then believed that the 10-year yield would be much higher at this point in 2018.  

The 10-year US Treasury Yield is important as it’s the base-rate benchmark against which many commercial real estate financing instruments 
are priced.  The “spread” in percentage points over the treasury yield is how the lender is compensated for its risk in lending the borrower 
money.  Institutional investors have poured money into treasuries over an extended period of time, pushing their prices up and keeping 
yields low.  The “dovish” Federal Reserve has assisted in containing treasury yields by keeping the Federal Funds rate at record low levels 
and buying treasuries for its own account.  

These conditions have enabled real estate investors to borrow money at historically low levels consistently for an extended period of time.  
That will change in 2018 as lending institutions settle into the new rising interest rate environment.  A generally strengthening economy has 
compelled the Federal Reserve to signal it will raise the Federal Funds Rate at least twice this coming year and unwind the treasury purchases 
it made over the last decade, both of which will put upward pressure on treasury yields.  

A tremendous amount of capital remains available to borrowers.  

Lenders are like cars.  Some are built for speed and execution (bridge lenders), some are built for the long haul (life insurance companies), 
and some are old foreign cars that get you reliably where you need to go with some maintenance and “TLC” (banks).  Within each of these 
executions, individual lenders price their loans according to their perception of the deal’s risk and their portfolio appetite for a particular 
property type.  We have seen life insurance companies quote the same deal at an interest rate that is a full half of a percentage point different 
than the next best offer at the same loan-to-value, amortization, and term.  Banks have done the same as they stretch to win business in a 
highly competitive market.  Part of the value we bring to our clients is casting a wide net to secure the lender that meets as many of their 
priorities and objectives as possible. 

With our help and execution, MacKenzie Capital’s clients will have plenty of lending options available to them as capital looks for a “home.”  
In 2018 we will advise our clients to keep an open mind, be flexible, and to lock in as long of a term as possible while interest rates remain 
historically low on a relative basis.  

$106Average Price PSF 20.00%Vacancy Rate20.00%Vacancy Rate$2.2 B12-Month Volume 7.2%Average Cap Rates
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uPCOMING pROJECTS & Construction

ON THE HORIZON|Upcoming Projects
Selected sampling of current construction and proposed projects.

DOWNTOWN

UMMC Midtown Campus | Baltimore City West
The campus recently broke ground on a new 13-story (275,000 sf) tower, 
which will focus on chronic disease management such as diabetes, HIV, 
and cardiovascular disease. The project is estimated to cost $35 million, 
and is projected to open sometime in 2020. 

Locust Point | Baltimore City South
An office/retail building has been proposed by Goodier Properties, at 1401 
Woodall Street near Domino Sugar in Locust Point. The proposal would 
include a 65,000 sf building with street-level retail. The plans expect an 
opening by mid-2019. 

NORTHERN METRO

Towson Row | Towson
The Towson Row project was recently awarded $43 million in subsidies 
from the County in December which will allow plans to move forward. 
The project will be 1.2 million sf and will include a Whole Foods, student 
housing, luxury apartments, and additional retail space. Developers are 
expected to break ground mid-2018 and Greenberg Gibbons has moved 
forward as the primary developer for the project. Caves Valley will oversee 
the 150,000 sf office portion of the project. 

Loyola Northway | Reisterstown Road Corridor
New construction plans were announced just off of Reisterstown Road 
near Loyola Northway. Plans are to build an 80-unit senior housing 
development complete with ground-level retail. 

SOUTHERN METRO

BWI Tech Park | BWI
The entire BWI Tech Park spans 165 acres. The BWI Technology Park 
II is currently under development by St. John Properties. The project 
is 44-acres and will cost roughly $10 million. TierPoint plans to open a 
data center in the park, taking up 35,000 sf at 813 Pinnacle Drive. This is 
expected for Spring 2018. 

Gambrills Retail Center | BWI
Construction is starting on a retail center in Gambrills at 810 Route 3 off 
of Route 175. The building will be a one-story 12,000 sf retail space. A 
4,000 sf ground lease has already been signed for a Steak & Shake outlet. 

Waugh Chapel Town Centre | BWI
Reliable Contracting and St. John Properties have begun to develop seven  
single-story flex R&D buildings for the town center directly behind the 
retail center. The preliminary plans were submitted this past November. 
The first phase will have three buildings at around 33,000 sf each. Another 
two 10,000 sf retail buildings are planned for subsequent phases. The 
project is slated to break ground in 2018. 
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4TH QUARTER, YTD CONSTRUCTION COMPARISON

CONSTRUCTION YEAR IN REVIEW
By: Joe Versey, Senior Vice President, MacKenzie Contracting Company, LLC

As we close out 2017 and tally up the numbers, it’s fair to say this 
was a pretty good year for construction. The typical slow down 
during the summer months and holiday season was not experienced, 
rather activity remained quite elevated. We witnessed a very healthy 
growth in retail construction consisting mainly of convenience 
stores, coffee shops, and urgent care facilities; however, the big 
box spaces seem to be falling like a house of cards.  Unfortunately 
this is a trend expected to continue into 2018. The construction 
industry has seen steady growth in the past five years and yet 
margins remain very competitive.  The shortage in the skilled 
labor and sub-contractor market remains evident, with those in the 
business being spread thin, while material manufacturers are trying 
to keep up with demand. Overall, the industry continues to struggle 
with bringing in new blood. MacKenzie Contracting, along with its 
industry colleagues are working closely with organizations such as 
Associated Builders and Contractors and Building Congress and 
Exchange, and other local and State bodies, to encourage interest 
in our industry through education, training, and internships. 

While some are less optimistic about the outlook for 2018, it really 
comes down to which economist you listen to. With a backlog 
of work, and a lot of prospects in the pipeline, I predict growth 
between 3.5% and 4.5% this coming year.

Current Quarter Year-to-Date
Under Construction: 6,489,474 sf 6,489,474 sf
Deliveries: 918,190 sf 3,482,315 sf
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Baltimore Office Market

13.2%
Vacancy Rate

20.00%Vacancy Rate20.00%Vacancy Rate705,831
YTD Absorption

$23.33
Avg. Rental Rate

THE NUMBERS
DIRECT VACANCY ABSORPTION ASKING RENTAL RATES*

SUBMARKET 2017 Q4 2017 Q3 2016 Q4 Current YTD 2017 Q4 2017 Q3 2016 Q4
Baltimore City East 3.1% -0.7% -3.9% 19,925 117,031 $27.18 -$0.62 +$3.24
Baltimore City Midtown 9.5% -2.0% +0.5% 23,553 -16,609 $20.94 -$0.93 +$3.39

Baltimore City North 9.1% -3.6% -1.7% 88,035 121,218 $27.19 +$0.34 +$0.00
Baltimore City South 6.9% -0.0% +4.4% 77 9,752 $23.00 +$0.25 +$1.34
Baltimore City West 26.4% +0.6% -2.0% 7,013 55,963 $19.83 -$0.04 -$3.92
Baltimore City 11.1% -1.3% -1.1% 138,603 287,355 $21.96 -$0.68 -$1.93
City Center A 28.3% +1.9% -0.1% -52,123 2,888 $23.58 -$0.24 -$0.27
City Center A+ 6.8% -0.6% +0.4% 32,975 -21,478 $27.91 +$1.06 -$1.76

City Center B 20.0% +0.5% -2.2% -23,856 33,934 $18.88 -$0.20 +$0.25
City Center B+ 11.4% +0.5% -9.3% -13,870 248,103 $22.97 -$0.21 +$0.07
City Center 14.7% +0.4% -2.1% -56,874 263,447 $22.77 -$0.02 -$0.35
Baltimore + CBD 13.2% -0.3% -1.8% 81,729 550,802 $22.49 -$0.25 -$0.85
Baltimore County East 13.1% -0.3% +1.0% 5,079 -22,085 $21.95 +$0.24 -$0.04
Baltimore County West 12.3% -2.2% -1.2% 71,636 43,713 $19.76 -$0.38 -$0.68
Harford County 23.4% -1.7% +1.7% 62,560 24,683 $22.84 +$0.09 -$0.07
I-83 Corridor 9.1% -0.3% +1.5% 20,534 161 $21.75 +$0.41 +$0.39
Reisterstown Rd Corridor 18.2% +0.1% -0.9% -33,725 44,601 $21.54 +$0.02 +$0.35
Towson 13.3% -1.6% -2.9% -49,375 11,535 $21.70 +$0.20 +$0.33
Northern Metro 14.3% -0.9% -0.1% 76,709 102,608 $21.73 +$0.15 +$0.15
Annapolis 10.5% -2.6% -3.5% -1,389 32,376 $28.43 -$0.27 +$1.49
BWI 16.0% +0.3% +0.7% -4,616 36,028 $26.68 +$0.70 +$1.42
Columbia 10.0% +1.5% +0.0% -81,285 -24,997 $25.23 -$0.27 +$0.00
Route 2 Corridor 13.4% -0.9% +0.0% 11,300 9,014 $23.46 +$0.18 +$0.00
Southern Metro 12.1% +0.3% -0.3% -75,990 52,421 $26.08 +$0.03 +$0.67
Totals 13.2% -0.3% -0.7% 82,448 705,831 $23.33 +$0.01 -$0.02

*Rental rates are weighted average.
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Baltimore Office Market

DOWNTOWN
Construction and other developments are booming in downtown 
Baltimore. Construction has almost completed at 1 Light Street, and 
414 Light Street topped out in December. 1 Light Street is a mixed-
use building with 20,700 sf of retail, 331,504 sf of residential, and 
nine floors (roughly 234,495 sf) of office space. They recently put 
78,000 sf of office space on the market for lease. 1 Light Street is 
the first new Class A space in City Center (not including Harbor East) 
since 750 E. Pratt Street. 414 Light Street is primarily an apartment 
tower, and will hold 294 apartment units and 40,000 sf of amenity 
and retail space. In addition to providing additional market space for 
office, retail, and residential leasing, the two buildings (among others 
scheduled to complete this coming year) will be some of the first 
newly constructed buildings for the CBD in decades. We anticipate 
the start (and estimated 2022 completion) of Harbor Point’s Phase 
3 with Wills Wharf, which will include 222,000 sf of hotel space, 
12,730 sf of retail, an 438,199 sf office tower with its own street-
level retail, and an apartment tower. 

Retail develoments along Pratt Street continue as COPT announced 
their plans to bump-out 250 W. Pratt Street along with their existing 
plans for a bump-out at 100 Light Street. The Candler Building at 
111 Market Street also recently rebranded itself to 700 Pratt, and 
announced the addition of a swanky new restaurant. 

Throughout the past year, the city also experienced some much-
needed capital market investments. Several buildings changed hands 
in this quarter alone, including 120 E. Baltimore Street (SunTrust 
Bank Building), 800 Wyman Park Drive (Stieff Silver Building), 2519 
N. Charles Street (Afro-American Newspaper HQ), and others. Prices 
ranged from $31/sf to $208/sf, and cap rates averaged 7.2%. 1 E. 
Pratt Street is also rumored to be under contract to an investor new 
to the market. 201 N. Charles Street and St. Paul Plaza have not sold, 
although they were pulled off the market. 

Although overall leasing activity slowed a bit downtown this quarter, 
Medifast has leased 51,000 sf at Legg Mason Tower for their new 
corporate headquarters.  Stadium Square inked their first big deal 
with Spaces for 35,000 sf, and the third office at McHenry Row has 
started construction and announced that their new anchor tenant will 
be Gross Mendohlson. Tight vacancy has led to renovation of many 
buildings downtown, a trend expected to continue into 2018. 

Submarket Breakdown

Market Snapshots
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NORTHERN METRO
Recent trends in the I-83 Corridor point to an increased interest in 
leasing and acquiring commercial office space, evident by numerous 
tenants experiencing business growth and needs for additional 
space. This quarter witnessed more tenants looking to purchase 
office buildings to become their own landlords, which will create 
long-term financial security by leasing their own building. This would 
not be possible without the strong economy as evidenced by the 
surging stock market. The office buildings with free surface parking 
are the preferred properties because of the easy in and out access 
for employees.

Downtown Towson hopes to get a shot in the arm with the recent 
$49 million of investment funds it received from the Baltimore 
County Government to help jumpstart the Towson Row development 
now headed by Greenberg Gibbons. Shovels in the ground by the 
second quarter of 2018 should spur additional interest in the 
stagnant Towson office market. Multi-family projects just completed 
will also aid in bringing more activity to this market, which in turn 
will help retail and commercial leasing. 

In Baltimore County East, there have been several new developments 
throughout the year that will bode well for 2018. Several COPT 
and Greenfield properties in White Marsh along Corporate Drive 
have sold to MidAtlantic Healthcare, Lincoln Property, and Fernau 
LeBlanc, averaging $156/sf for the office buildings, which were 
mostly occupied at the time of sale. Greenleigh @ Crossroads has 
officially opened with 2.5 million sf of commercial space, in addition 
to residential apartments and condo units. This will bring more 
growth to the area and provide the “Live, Work, Play” opportunities 
that residents are looking for. 

Construction costs have also been high throughout the county. The 
typical $15/sf for an average 5-year deal has not been able to cover 
more than general cosmetic changes. The market has seen a large 
number of medical tenants moving off of hospital campuses to 
create office procedure/surgical centers. As these buildouts are more  
expensive to undertake, landlords have had to commit more money 
upfront for TI, and tenants in turn have had to increase their term 
length to avoid coming out of pocket for their construction costs. 

SOUTHERN METRO
The I-95 Corridor has experienced a lot of movement throughout the 
year, ending 2017 on a high note. New construction starts consisted 
of Howard Hughes’s Area 3, which includes a 300,000 sf building, 
150,000 sf of which has been preleased to Tenable, and two 
buildings in the Maple Lawn area. The 4th Quarter also witnessed 
an increase in the already active sales market.  8820 Columbia 100 
Parkway was sold by JPB Partners LLC to MidAtlantic Healthcare for 
$194.35/sf and Howard Hughes purchased the note for 5565 Sterrett 
Place from the receiver. In the event of foreclosure, Howard Hughes 
plans to redevelop the building as part of their waterfront plan. CW 
Capital also sold 857 Elkridge Landing to Crabtree Hospitality. The 
Linthicum market in general has been ravaged by a softmarket and 
foreclosures, which represents a continuation of a new trend in 
redeveloping troubled assets in this area. 

The continued redevelopment of COPT buildings and the Columbia 
Town Center continue to benefit the area in terms of new leases.
Verin Technologies leased 10,000 sf in a recently renovated 6708 
Alexander Bell Drive, one of two recently redeveloped buildings in the 
area that were vacant. Magellan Healthcare is leaving their current 
space of 113,000 sf and leasing 72,000 sf at 8621 Columbia Gateway 
Drive; and, Energetics leased 10,000 sf at the former Metler Toledo 
space on Samuel Morse Drive in Columbia Gateway. Lured by all of 
the upscale redevelopment at the Town Center, Lincoln Financial is 
leasing 5,000 sf at the new building at 10980 Grantchester Way. 

The Howard County Government partook in the 4th Quarter leasing 
and sale activity with the Howard County Board of Elections leasing 
13,500 sf at 9515 Gerwig Lane for warehousing, and they had 
previously purchased a building on Mendenhall Lane and leased 
space at Patuxent Woods Court. Activity can be traced to new 
requirements created when the County decided to move incubator 
companies from their Bendix Road location to their office building 
in Gateway. This was done to create cross-fertilization between 
entrepreneurial start-ups and corporate tenants in Howard County. 

Market activity in Anne Arundel County, specifically Annapolis, 
remains robust.  Class A buildings continue to command higher 
rents, tenants are expanding, and investors remain active seeking 
income-producing product.
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Baltimore Office Market
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Vacancy Reaches Record Low

Vacancy continues to decrease in the Baltimore Metro area, 
hitting a record low of 13.2% (direct) at year end. This is the 
market’s lowest vacancy in several years, dropping around -0.7% 
since 4th Quarter 2016. Baltimore City East continues to have 
the lowest vacancy in the area at 3.1% (falling -0.7% this past 
quarter, and -3.9% since this time last year). The submarket is 
followed closely by City Center A+ with 6.8% vacancy, and City 
South with 6.9%. However, City Center A and City West have 
continued to struggle throughout the year, averaging 28.3% and 
26.4% vacancy this quarter, respectively. These two submarkets 
have had the highest vacancy in the market for the past year. City 
North and Annapolis experienced the most change this quarter, 
falling -3.6% and -2.4%, respectively. 

Absorption Low But Consistent

Although tenants shifted throughout the quarter, overall 
absorption totalled 82,448 sf for 4th Quarter. Columbia struggled 
the most, losing -81,285 sf, followed by City Center A (-52,123 
sf). The highest positive absorptions took place in Baltimore City 
North (88,035 sf) and Baltimore County West (71,636 sf). Year-
to-date, absorption was around 705,831 sf, which is significantly 
higher than the abnormally low 97,809 sf absorbed in 2016. 
This positive movement can be attributed to tenant move-ins in 
earlier quarters of 2017 in City Center (Class B+), Baltimore City 
North, and Baltimore City East. Together, Baltimore City and CBD 
totalled 550,802 sf of positive absorption this year. And although 
Towson and Columbia lost some tenants this year, their vacancy 
rates remain healthy for their respective markets. 

Rates Remain Even

At year end, asking rates averaged approximately $23.33/sf for the 
Baltimore Metro area, decreasing only $0.02/sf since 4th Quarter 
2016. Although rates decreased slightly over the past couple 
quarters, the past year has seen the highest average asking rates in 
over five years. The Southern Metro asks an average of $26.08/sf, 
due primarily to the expensive spaces in Annapolis, which average 
$28.43/sf. City Center continues to have the most disparity, with 
Class A+ buildings asking an average of $27.91/sf, while Class B 
averages $18.88/sf, which is the lowest in the market. Baltimore 
County West rates have lowered this quarter, asking approximately 
$19.76/sf on average. While most submarkets have seen little 
change this year, Baltimore City East and Midtown rose +$3.24/sf 
and +$3.39/sf, respectively. 
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Notable Transactions
Lease

Location Submarket Tenant Amount Leased SF

6100 Merriweather Drive Columbia Tenable 150,000 sf

1265 E Fort Avenue Baltimore City South Gross Mendelsohn 24,283 sf

800 Wyman Park Drive Baltimore City North JHU Whiting School of Engineering 15,206 sf

60 West Street Annapolis BrightKey 10,193 sf

Location Submarket Price PSF Building Size

120 E Baltimore Street City Center $32,800,000 $100.36/sf 326,822 sf

11311 McCormick Road I-83 Corridor $32,500,000 $151.12/sf 215,064 sf

800 Wyman Park Drive Baltimore City North $17,550,000 $208.28/sf 84,262 sf

6350 Stevens Forest Road Columbia $10,625,000 $125.59/sf 84,600 sf

Sale

•	 Gross Mendelsohn has leased 24,283 sf of office space at McHenry 
Row in Locust Point. They will be leaving their current premises at 
36 S. Charles Street. 

•	 The 39,121 sf medical office building at 3455 Wilkens Avenue 
was recently sold in October by Tsunami, LLC and purchased by 
Reza Parvizi. The building is Class B and located on the St. Agnes 
hospital campus in Baltimore County. The final sale price was 
$2.75 million. Tenants include Voshells Pharmacy, Contemporary 
Family Services, and CRC Health.

•	 Nonprofit organization Art with a Heart has signed a lease for 8,118 
sf of Mill No. 1 in Hampden (3000 Falls Road). This is a larger 
space than their current headquarters at 3355 Keswick Road since 
the organization has continued to grow. 

•	 1100 Wicomico Street sold for $11 million in October. The building 
is 423,000 sf of Class B space and was purchased by Tower Hill 
Development & Consulting. Current tenants include Baltimore 
Bioworks and Under Armour. 

•	 Local nonprofit organization Next One Up has signed a lease for 
the Hoen Lithograph Building. They will be moving their current 
operations from the  29th Street Community Center. The Lithograph 
Building is currently undergoing renovations.

•	 The SunTrust Bank building at 120 E. Baltimore Street sold for 
$32.8 million earlier this quarter. The 325,978 sf building was 

purchased by Grander Capital Partners, LLC, which is a real estate 
investment company. The building was 75% leased at the time of 
sale. 

•	 A co-working company called Spaces, based out of Amsterdam, 
has leased a 35,000 sf office space at Stadium Square (145 W. 
Ostend Street) in South Baltimore. This lease brings Stadium 
Square to over 50% occupancy.

•	 Performance Horizon, a marketing technology firm, is moving 
from their space at Emerging Technology Centers to a 7,000 sf 
space at 31 N. Haven Street in Highlandtown. This new space will 
allow the firm to continue their growth. 

•	 The Maryland Life Building at 8-10 South Street in Baltimore 
Midtown has sold for $901,000 to Acumen Capital Partners, LLC. 
The building is 19,009 sf and includes some ground floor retail 
space, and the office space was approximately 84% vacant at the 
time of sale. 

•	 Tenable, a cybersecurity firm, has announced they will be leasing 
150,000 sf at the new Howard Hughes building. The building will 
be around 350,000 sf and is set to complete toward the end of 
2019. 

•	 6350 Stevens Forest Road has sold for $10.6 million to Pratt Street 
Capital. The 84,025 sf Class A building was 77% leased at the time 
of sale, with most of its tenants in the healthcare industry. 

NEWS Highlights
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Technology Continues to Change and Reshape the Restaurant Industry
By: Mike Gioioso, Vice President

Similar to disruption and innovation in other industries (Uber, Airbnb, Tinder), third-party delivery services have flooded 
the market offering restaurants increases in revenue; however, not without a cost.  Three prominent players now occupy 
the majority of market share in the Baltimore Metropolitan Area: Uber Eats, GrubHub, and newcomer, Door Dash.

These services, which offer enhanced marketing platforms and the opportunity to off-load delivery overhead, labor, and 
logistics, make their revenue by charging the consumer a slight premium, while also charging the restaurant fees that vary 
from 20 to 30 percent of the order total. This leaves many restaurant owners in a predicament to decide the following: is 
this increase in order volume at a low margin beneficial to the bottom line? Or, is it simply a way to stay busy?

Quality control is also a concern for many owners. When an order of a burger and fries arrives late to the consumer, or 
soggy on account of a delivery driver missing a turn, or not transporting the order in a heat insulated bag, who really bears 
the brunt of this mistake, the third-party delivery company, or the restaurant?

Conversely, some of those on the leading-edge of the restaurant industry have forgone fully public-facing restaurant 
locations, opting instead to open their own delivery-only locations.  Michelin-star and mega-chef David Chang has opened 
Ando, a delivery only restaurant on 14th Street in Washington, DC. Ando has no interior seats, and uses only a kitchen line 
telephone and public-facing app to generate all of its sales.

Even corporate restaurant juggernaut Bloomin’ Brands 
(nasdaq BLMN) is planning a concept where they will have 
deliver-only locations in dense metropolitan areas. The 
outlets will have no storefront and will likely be located in 
lower-costing flex properties.  A customer can order from 
its portfolio of brand menus including Outback Steakhouse, 
Carrabbas Italian Grill, Bonefish Grill, Flemings steakhouse, 
and Cheeseburger in Paradise. 

These trends are likely to continue as cities and their 
inhabitants become further engrossed in a culture of 
convenience and commercial real estate costs remain high. 
Most operators locally are opting in on third-party services, 
not knowing what the overall outcome will be, but not wanting 
to be left behind. Only time will tell.

3.8%Vacancy Rate 20.00%Vacancy Rate20.00%Vacancy Rate164,948YTD Absorption $19.30Avg. Rental Rate

RETAIL SNAPSHOT | 4th QUARTER 2017
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Submarket Bldgs Market 
Size SF

Direct
Vacant SF

Direct 
Vacancy

     Absorption Available 
SF %

Average
Asking RentCurrent YTD

Annapolis 824 13,657,981 411,849 3.0% -59,285 19,637 4.1% $21.81

Baltimore City 3,435 26,752,319 945,588 3.5% -64,448 8,136 5.0% $17.73

Baltimore County East 710 9,665,844 631,084 6.5% -1,070 66,814 7.6% $14.39

Baltimore South 640 10,597,284 699,848 6.6% 31,590 98,284 7.4% $17.47

Baltimore West 607 10,599,393 321,283 3.0% -28,633 -12,591 5.0% $18.42

Carroll County 523 8,155,185 310,489 3.8% -37,901 88,002 5.1% $16.06

Columbia 425 9,100,514 184,566 2.0% 60,159 85,858 3.2% $26.93

Ft. Meade 371 8,273,841 259,009 3.1% -6,992 64,544 4.2% $21.72

Harford County 858 12,000,644 491,524 4.1% 10,668 22,211 6.1% $20.07

Reisterstown Road Corridor 363 5,926,671 236,646 4.0% 21,180 -325,054 5.7% $21.86

White Marsh / Perry Hall 357 6,235,083 187,685 3.0% -10,383 91,159 4.8% $17.41

York Road Corridor 695 13,062,032 412,813 3.2% 23,667 -42,052 5.8% $24.05

Market Totals 9,808 134,026,791 5,092,384 3.8% -61,448 164,948 5.3% $19.30

THE NUMBERS

The 2017 Holiday Season Could be the Start 
of Retail’s Big Comeback
12.26.2017 | Jake Meth | www.fortune.com

According to a Mastercard SpendingPulse report released on 
the day after Christmas, U.S. retail spending, excluding the 
automotive category, was up 4.9% in 2017 compared to the 
same period last year. Some of the largest jumps were seen in 
electronics and appliances (7.5%), jewelry (5.9%), and home 
furnishings and home improvement (5.1%).

“Overall, this year was a big win for retail,” said Sarah Quinlan, 
Senior Vice President of marketing insights at Mastercard, in a 
statement following the report.

The analysis, which was based on information collected from both 
online and offline retailers, attributed the good news to increases 
in early sales; sales in the first three weeks of November were 
18% higher than they were in the same period in 2016.

While news headlines were eager to pronounce a retail apocalypse 
in 2017, the reality was different. Some large retailers were indeed 
forced to shutter stores and others filed for bankruptcy. But many 
other companies successfully adapted to shifting consumer 
preferences to compete with Amazon. Indeed, as Fortune’s own 
Phil Wahba noted: the death of retail is greatly exaggerated.
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Vacancy Remains Low

Although vacancy did rise 0.1% since last quarter, on average 
2017 has seen the lowest vacancy in in the Baltimore Metro in 
over five years. Columbia continues to stand out with the lowest 
vacancy, averaging 2.0% for the quarter, along with Annapolis 
(3.0%), White Marsh/Perry Hall (3.0%), and York Road Corridor 
(3.2%). The areas that continue to struggle are Baltimore South 
(6.6%) and Baltimore County East (6.5%). However, both 
Baltimore South and Baltimore County East vacancy rates have 
dropped by 0.6% and 0.2% in the past year, respectively. The 
biggest changes over the past year have been located in White 
Marsh/Perry Hall (-1.5%) and Carroll County (-1.1%).

Minimal Tenant Movement

Year-to-date, the total space absorbed in the Baltimore area 
was around 164,948 sf, although the 4th Quarter saw a loss of 
-61,448 sf across all submarkets. This quarter’s losses were 
experienced  primarily in the following areas: Baltimore City 
(-64,448 sf), Annapolis (-59,285 sf), Carroll County (-37,901 
sf), and Baltimore West (-28,633 sf). These losses were slightly 
offset by tenants moving into Columbia (+60,159 sf), Baltimore 
South (+31,590 sf), and York Road Corridor (+23,667 sf). Year-
to-date, Reisterstown Road Corridor and York Road Corridor 
together lost -367,106 sf of tenants; however, large spaces were 
taken most notably in Baltimore South, White Marsh/Perry Hall, 
and Carroll County.  

Rental Rates Remain Stable

Rental rates remained stable throughout 2017, increasing slightly 
from last quarter for an average asking rate of $19.30/sf (NNN). 
On average, 2017 saw rates increase by $0.46/sf compared to 
the 2016 average ($18.72/sf). Annual averages have steadily 
increased over the past several years, and are around $0.60/sf 
higher than the five-year average for the Baltimore Market. The 
most expensive areas to lease can be found in Columbia (asking 
$26.93/sf) and York Road Corridor ($24.05/sf), while the best 
deals are located in Baltimore County East ($14.39/sf) and Carroll 
County ($16.06/sf). Since 4th Quarter 2016, asking rates have 
changed in many submarkets, most notably in Annapolis (-$4.28/
sf), Columbia (-$3.43/sf), and Baltimore City (+$2.67/sf). 
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Notable Transactions
Lease

Location Submarket Tenant Amount Leased SF

587 E Ordinance Road Route 2 Corridor Get Air Trampoline Park 24,000 sf

120-168 Carroll Island Road Baltimore County East Goodwill 15,580 sf

523 York Road York Road Corridor The Point 6,400 sf

9900 Liberty Road Reisterstown Road Corridor Southwest Farmers Market 9,276 Sf

Location Submarket Price PSF Building Size

1445-1489 Governor Ritchie Highway Annapolis $14,944,196 $293.02/sf 51,000 sf

801 Eastern Avenue 1 Baltimore City $9,276,513 $479.26/sf 19,356 sf

9031 Snowden Square Drive NE Columbia $7,476,000 $162.52/sf 46,000 sf

1530 E Joppa Road 1 York Road Corridor $4,004,910 $164.11/sf 24,404 sf

Sale

(1) Portfolio Sale

•	 Sprouts Farmers Market, an Arizona-based organic grocery store, 
has announced they will open at St. John’s Plaza in Ellicott City in 
early 2018. The space is approximately 45,000 sf. This will be their 
first Maryland location and they will be taking over the vacant Mars 
space.

•	 The Charmery, a local Hampden ice cream shop, is expanding into 
a new location at 6807 York Road mid-2018. This will be its third 
location in the area, including its shop in Towson. 

•	 A bar/restaurant called The Point opened its second location in 
Towson this past October. They leased 6,400 sf at 523 York Road. 

•	 Mason’s Famous Lobster Rolls has opened in Belvedere Square 
Market. The restaurant has taken over the old Planet Produce space, 
which is approximately 350 sf. 

•	 Center Cut Doughnuts in Hampden at 3528 Chestnut Avenue has 
closed, but the space has already been filled by Full Circle, which 
also specializes in doughnuts. The storefront space is 900 sf. One of 
their staples will be a Berger cookie doughnut. 

•	 R&R Taqueria, which appeared on “Diners, Drive-Ins and Dives” is 
opening a new location at 30 Light Street. The space is 2,500 sf and 
is currently vacant. This will be the restaurant’s third location. 

•	 Royal Farms has reportedly signed the first retail lease at Sparrows 
Point. They will be building a gas station and convenience store in 
the project.

•	 ChoiceOne Urgent Care has opened at the Rotunda. They will take up 
approximately 3,500 sf and will partner with University of Maryland 
St. Joseph Medical Center.

•	 The Breakfast Shoppe, based out of Severna Park, is one of the 
newest tenants at Little Patuxent Square in Columbia. The restaurant 
will be open for breakfast and lunch, and will take up 4,000 sf on the 
ground level at 10175 Little Patuxent Parkway. 

•	 Diablo Doughnuts from Fells Point has signed a lease to move into 
the old Felici Cafe space at 1035 Light Street in Federal Hill. 

•	 Firehouse Coffee, located at 1030 S. Linwood Avenue on O’Donnell 
Square, has closed. The building is 7,187 sf. 

•	 Baltimore Coffee and Tea Co. has announced they are expanding to 
three new locations this coming year - Aberdeen Proving Ground’s 
GATE development, the I-97 Business Park  at 231 Najoles Road, 
and Annapolis Junction Town Center. 

NEWS Highlights
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6.2%
Vacancy Rate

  7.4%
Vacancy Rate

57,140
Net absorption

232,780
Net absorption

FLEX WAREHOUSE

At quick glance...

* Industrial market statistics are in comparison to this time last quarter

INVESTMENTS IN PORT OF BALTIMORE PAYING OFF BIG TIME
By Anirban Basu, Sage Policy Group, Inc.

The widening of the Panama Canal and major investments made in 
various East Coast ports have helped reshape supply chains and 
trade flows.  One result is that more throughput is coming into the 
Port of Baltimore, helping to drive the region’s industrial market.  

The current year looks promising.  The International Monetary 
Fund expects global growth to slightly exceed 3.7 percent in 
2018, the best performance in several years.  For the first time 
in approximately a decade, the world finds itself in the midst of a 
synchronized expansion, meaning that every major economy is now 
growing.  We have lacked that simultaneity since prior to the global 
financial crisis.

Predictably, faster global growth is translating into expanding 
worldwide trade flows.  Not coincidentally, recent months have 
been associated with both faster U.S. export and import growth.  
The overall result has been to meaningfully increase the size of the 
U.S. trade deficit.  However, it also means that there is growing 
demand for storage capacity and expertise in logistics.

Though the U.S. Federal Reserve is in the middle of a tightening 
cycle, other major central banks continue to add to money supply 
briskly.  That has helped to bolster both economic activity and 
asset prices.  Since 2015, a significant volume of global investment 
has poured into U.S. commercial and industrial real estate, which 
means that the expansionary activities of global central banks are 
at least indirectly translating into higher valuations for industrial 
and commercial real estate in the U.S.  Those higher values in turn 
trigger new construction.  

That new construction is meeting with generally favorable response, 
including in Baltimore, due to a stronger economy and ongoing 
shifts in the pattern of goods movement.  These dynamics help 
explain the more than 4.6 million square feet of warehouse space 
that were directly absorbed in the Baltimore region in 2017.   

$5.35
avg. rental rate

$10.95
avg. rental rate

4.6 M
YTD absorption

879,143
YTD absorption
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Submarket Bldgs Market 
Size SF

Direct
Vacant SF

Direct 
Vacancy

     Absorption Available 
SF %

Average
Asking RentCurrent YTD

Annapolis/Route 2 Corridor 175 5,166,787 338,606 6.6% -8,064 91,288 7.4% $11.65

Arbutus 59 2,218,746 72,460 3.3% 40,110 156,999 5.6% $13.21

Baltimore City 133 4,311,281 340,982 7.9% -33,420 42,720 14.6% $9.44

Baltimore County East 114 3,829,036 173,620 4.5% 91,255 142,460 7.8% $10.68

BW Corridor 333 15,008,253 1,359,964 9.1% 90,551 274,512 12.9% $12.10

Carroll County 56 1,561,805 206,513 13.2% 32,261 40,451 14.3% $9.96

Harford/Cecil 140 3,235,405 177,117 5.5% 31,789 67,485 11.2% $9.94

I-83 Corridor 107 4,906,172 159,559 3.3% -51,172 14,160 5.0% $11.52

Reisterstown Rd Corridor 86 3,067,120 402,334 13.1% -6,299 13,068 18.3% $10.04

Woodlawn/Catonsville 53 2,520,949 162,360 6.4% 45,769 36,000 12.2% $8.42

Totals 1,256 45,825,554 3,393,515 7.4% 232,780 879,143 11.0% $10.95

Annapolis/Route 2 Corridor 196 8,968,721 745,742 8.3% 14,484 48,322 9.9% $5.61

Arbutus 103 7,564,540 266,999 3.5% 341,324 621,128 13.7% $3.79

Baltimore City 1,103 41,139,053 2,115,453 5.1% 117,115 798,003 8.3% $4.61

Baltimore County East 335 20,696,312 1,946,124 9.4% -425,761 1,252,888 11.7% $5.21

BW Corridor 571 44,068,123 3,239,552 7.4% 347,566 965,076 10.6% $6.13

Carroll County 157 7,522,372 327,762 4.4% 50,109 84,497 5.7% $5.77

Harford/Cecil 342 33,996,886 1,662,609 4.9% -279,691 960,719 6.2% $5.09

I-83 Corridor 83 4,381,681 158,149 3.6% -27,000 -17,400 4.3% $7.87

Reisterstown Rd Corridor 55 1,546,682 25,016 1.6% 12,710 2,874 4.5% $8.73

Woodlawn/Catonsville 48 1,287,509 105,716 8.2% -93,716 -93,716 11.4% $7.18

Totals 2,993 171,171,879 10,593,122 6.2% 57,140 4,622,391 9.0% $5.35

Industrial Market Totals 4,249 216,997,433 13,986,637 6.4% 289,920 5,501,534 9.4% $6.74
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THE NUMBERS

Highlights
•	 Deli Brands of America, a division of Saval Foods Corp based in 

Elkridge, has announced they are building a 19,000 sf warehouse at 
1705 Twin Springs Road at Beltway Business Park in Landsdowne. 

•	 U.S. Recycling Group, an appliance recycling company, has leased 
48,000 sf at 8205 Patuxent Ridge Road in Dorsey Run Industrial 
Park, allowing the park to be fully leased. The space will contain 
some office buildout. 

•	 Class B warehouse building at 6600 Cabot Drive in Marley Neck 
Industrial Park sold in November for $10.8 million. The 152,496 sf 
building was reportedly 100% leased at the time of sale. 

•	 Freestate Wellness has leased the entire building at 7221 Montevideo 
Road for a 47,794 sf grow facility. The organization has reportedly 
pulled a building permit to complete the fit-out work, which will be 
approximately $1 million. 

•	 Appliances A Better Way (ABW) has leased 67,000 sf of warehouse 

space at 8309 Sherwick Court in Jessup. 

•	 US Pack Logistics has taken 46,000 sf at 7030 Troy Hill Drive, 
relocating to the former Integrated Supply Network space. 

•	 York International, an air conditioning contractor, has signed a lease 
at Hillside Business Park (7020 Dorsey Road), taking approximately 
half of the 85,000 sf building.

•	 Site Realty Group (dba Columbia 9051 LLC) has purchased the 
34,664 sf Class B flex building at 9051 Red Branch Road for $2.3 
million in November. The building was reportedly 75% leased at the 
time of sale. 

•	 Trinity Polymers has signed a deal for 18,000 sf of Class B flex 
space at 6761 Baymeadow Drive in Glen Burnie. 

•	 Capitol Heights-based Metro Laundry Services is expanding to 
Elkridge. They recently leased  42,309 sf at 6675 Business Parkway. 
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DIRECT VACANCY

YTD ABSORPTION

ASKING RENTAL RATES

Vacancy Lowest in Years

Direct vacancy for the Baltimore Metro experienced its lowest 
numbers in over six years, resulting in an average vacancy of 6.4% 
for the area - warehouse is currently at a vacancy of 6.2%, while 
Flex is at 7.4%. This remains roughly the same as last quarter. 
The Flex market’s lowest building vacancies are in Arbutus 
and I-83 Corridor, both at 3.3%. The market has a wide range 
of occupancy, as Carroll County and Reisterstown Road are at 
13.2% and 13.1%, respectively. Year-to-date, I-83 Corridor (Flex) 
has had an average vacancy of 2.2%. The warehouse markets 
with the highest vacancies this quarter were Baltimore County 
East (9.4%) and Annapolis/Route 2 (8.3%); while Reisterstown 
Road currently has a 1.6% vacancy. Year-to-date, Woodlawn 
has the lowest vacancy in the Industrial market, with 0.9% of its 
spaces currently vacant. 

Absorption Reaches 5.5 Million

The Industrial market experienced a record high absorption of 5.5 
million sf this year, with 289,920 sf getting absorbed this quarter 
alone. Most of this quarter’s positive absorption took place in 
the Flex markets, primarily in Baltimore County East (91,255 
sf) and BW Corridor (90,551 sf). The Warehouse markets saw 
considerable shifting between markets, with BW Corridor and 
Arbutus together absorbing a positive 688,890 sf; this was 
offset however by losses in Baltimore County East (-425,761 
sf) and Harford/Cecil counties (-279,691 sf), and resulted in an 
absorption of +57,140 sf for the quarter. Year-to-date, Baltimore 
County East (Warehouse) absorbed 1.25 million sf, followed 
by BW Corridor (Warehouse) which absorbed 965,076 sf. The 
largest losses of 2017 took place in Woodlawn (-93,716 sf) and 
I-83 Corridor (-17,400 sf). 

Rates Continue to Rise

Asking rental rates for the industrial market ended on a high note 
in 2017, averaging $6.74/sf this quarter. The average asking 
rate for the year was $6.75/sf, which is the highest the market 
has seen in over five years. This steady increase is in large part 
due to the Warehouse market, which is currently asking $5.40/
sf, compared to $4.88/sf in 4th Quarter 2012. The Flex market 
on the other hand decreased slightly from $11.20/sf last quarter 
to $10.94/sf this quarter. The most expensive markets for Flex 
properties are Arbutus ($13.21/sf) and BW Corridor ($12.10/sf), 
and for Warehouse are Reisterstown Road ($8.73/sf) and I-83 
Corridor ($7.87/sf). The biggest changes this quarter were Flex 
spaces in Arbutus, which increased $2.20 since 3rd Quarter, and 
Carroll County, which increased by $2.92. 
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* All information furnished regarding property for sale, rent, exchange or financing is from sources deemed reliable. No representation is made as to the accuracy thereof and all such information is submitted subject to errors, omissions, 
or changes in conditions, prior sale, lease or withdrawal without notice. All information should be verified to the satisfaction of the person relying thereon. Portions of the base statistics are from CoStar Property data. Data as of 12/31/2017.
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Notable Transactions
Lease

Location Submarket Tenant Amount Leased SF

8205 Patuxent Range Road BW Corridor US Recycle Group 48,013 sf

55 New Plant Court Reisterstown Road Corridor Honeywell 34,534 sf

7249 National Drive BW Corridor Jehahn Corp 34,378 sf

1710 Edison Highway Baltimore City Revolution Construction Services 29,970 sf

Location Submarket Price PSF Building Size

1020 Airport 100 Way (Phase One) BW Corridor $42,000,000 $130.60/sf 321,600 sf

1100 Wicomico Street 1 Baltimore City $11,000,000 $32.54/sf 338,000 sf

8940 Route 108 2 BW Corridor $3,285,719 $80.97/sf 40,580 sf

7249 National Drive BW Corridor $2,200,000 $63.99/sf 34,378 sf

Sale

(1) High Vacancy, (2) Portfolio Sale

Baltimore Industrial Market

REPORT CRITERIA

OFFICE:

Buildings 15,000 sf in size and greater in the Metro areas within Anne Arundel County, Baltimore City, Baltimore County, and Howard County, buildings 20,000 sf in size and greater 
within Baltimore’s City Center, buildings 10,000 sf in size and greater in the Metro areas within Harford County, and buildings 5,000 sf in size and greater within Annapolis city limits.   
MacKenzie includes all class types, but does not track owner occupied buildings or buildings leased exclusively to medical tenants. The office market is separated into the following 
submarkets: Annapolis, Baltimore City, BWI, Baltimore County East, Baltimore County West, City Center, Columbia, Harford County, I-83 Corridor, Reisterstown Corridor, Route 2 
Corridor, and Towson.

INDUSTRIAL:

Flex buildings and some single story office buildings that are greater than 5,000 sf, single story warehouse buildings that are greater than or equal to 5,000 sf, and some multi-story 
warehouse buildings in Baltimore City. MacKenzie does not track owner occupied buildings.  We have classified the properties into 10 submarkets for industrial identified as the following: 
Annapolis, Arbutus, Baltimore County East, Baltimore City, BW Corridor, Carroll, Harford/Cecil, I-83 Corridor, Reisterstown Road Corridor, and Woodlawn/Catonsville. Flex buildings are 
limited to properties 5,000 sf and greater, while warehouse buildings are limited to single-story properties. Data does not include under construction or proposed projects.

RETAIL:

Retail buildings greater than or equal to 2,000 sf in Baltimore City and surrounding counties of Baltimore, Howard, Carroll, Harford, Cecil and Anne Arundel.  The Baltimore Retail Market 
resembles a “hub and spoke” configuration, with many of the submarkets following the major roads in and out of Baltimore City. The region is broken down into twelve submarkets; 
Annapolis, Baltimore City, Baltimore County East, Baltimore County South, Baltimore County West, Carroll County, Columbia, Fort Meade, Harford County (including Cecil County) the 
Reisterstown Road Corridor, White Marsh/Perry Hall (Baltimore County East), and the York Road Corridor.


