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2010 Central Pennsylvania’s
offi ce market overview

hough it is clearly 
a “Tenant’s Mar-
ket”, it has prob-

ably never been more im-
portant for Landlords and 
Tenants to work together 
in negotiating creative 
lease agreements that 
benefi t both parties.

Landlords are compet-
ing aggressively to fill 
vacant space and those 
tenants that can economi-
cally relocate are seeking 
an upgrade in the quality 
of space at rates that are 
as attractive as they’ve 
been in many years.

The landlord’s advan-
tage is that the high cost 
of relocation is causing 
large local and national 
companies requiring high 
end or specifi c build out 
requirements to renegoti-
ate renewals.  It is mostly 
smaller companies taking 
advantage of moving al-
lowances, improvement 
monies and other conces-
sions.  Most allowances 
are in the form of free 
rent, allowing landlords 
to maintain higher rental 
rates and avoid a cash 
outlay.  Identifying build-
ings that require the least 
amount of fi t out to satisfy 
the tenant’s requirements 
is one way to save every-
one time and money.

Medical offi ce space con-
tinues to be the strongest 

sector of the real estate 
spectrum both nationally 
and locally.  Though there 
is still a lot of uncertainty 
with proposed healthcare 
reform, Central PA, as 
with the rest of the coun-
try, will continue to see 
medical space as the most 
stable of the offi ce users.

County real estate as-
sessed valuations will be 
a major item for building 
owners and appraisers in 
2010.  Cumberland Cty. 
is still moving forward 
with a county-wide reas-
sessment that is bound to 
spark a lot of controversy 
with property owners, 
who should be able to 
challenge and discuss new 
assessments without fi ling 
formal tax appeals.  Har-
risburg City’s indication 

of future Millage increas-
es will have many city 
property owners looking 
more closely at their valu-
ations and a large number 
of appeals in Dauphin 
Cty. should be expected.  
It is to the benefi t of both 
landlords and tenants to 
lower assessments as the 
property’s tax burden is 
a major pass thru cost 
to tenant’s occupancy in 
many leases or is an ex-
pense that falls heavily 
to the property owner’s 
bottom line in the case 
of a gross lease.  Central 
PA has not experienced 
the 40% to 50% national 
commercial property val-
uation reductions since 
the high in 2007, but a 
reasonable estimate of a 
20% decline in local val-
ues is going to be hard 
for the assessment offi ces 
to argue with.  2010 will 
continue to present chal-
lenges for the offi ce space 
market.

With the downturn in 
values and the heavy 
burden of carrying vacant 
buildings, we are seeing 
increased activity among 
offi ce lease tenants who 
are now seeking the op-
portunity to buy and fi -
nance as owner occupied 
buildings.  This is the 
most attractive of loan 
types for lenders, and 
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with expectations of rate 
increases over the next 
two to three years, it is a 
time of opportunity for po-
tential owner occupants.

Unfortunately, a new 
type of property acquisi-
tion not seen since the 
savings and loan crisis in 
the 1980s is the “Loan-
to-Own Strategy”.  A lot 
of distressed debt is be-
ing purchased as a way 
to acquire buildings and 
though it is not as preva-
lent in Central PA as in 
other parts of the coun-
try there will be more 
acquisitions of buildings 
by acquiring debt in 2010 
and 2011.

In summary, Central PA 
may experience additional 
decreases in rental rates 
and values before stabiliz-
ing.  The stabilization and 
upturns in Central PA’s 
commercial real estate 
market, as with the rest 
of the country, should not 
be anticipated until we 
experience an upward 
trend in job growth.

Art Campbell has 
been in management, 
development and sales 
of commercial real es-
tate for 35 years.  He 
is president of Camp-
bell Commercial Real 
Estate, Inc. which is 
celebrating its 26th 
year. ■



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


