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Along with improved employment, the overall vacancy rate
decreased 80 basis points from a year ago. Despite a relatively
unhealthy high vacancy rate, the employment numbers are
leading indicators of upcoming improvement in the office sector.
Leasing activity this quarter continued the trend of tenants filling
smaller but higher quality spaces with better efficiencies. There is
certainly a flight to quality balanced with price point sensitivity.
Better spaces are now less costly and therefor obtainable by
those healthy companies actively seeking space. Savvy tenants
can upgrade their space as some landlords use incentives to
attract these moves.
The continued rise in net absorption since the beginning of 2015
shows a gradual improvement, which we expect to continue at a
moderate pace. Surprisingly, indicators show a slight increase in
asking rental rates, which may be premature in the market.
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Economy & Market Overview

Outlook

It is a good sign that employment numbers rose again in the
Fredericksburg market in Q3 as the unemployment rate in the
region hit 4.5% in September, 40 basis points less than the same
month in 2014. The trend is moving in the right direction and is
consistent across all submarkets.

The Fredericksburg office market is heavily reliant on the
government contractor industry and thankfully we have seen a
recent increase in awards from the government to this industry
locally, which has resulted in a few large blocks of space coming off
the market. Hopefully this is a sign of things to come. Overall,
employment and absorption continue to rise indicating an improving
market, with rents slowly following.
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