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Portland’s economy continues on the path to recovery. 
The unemployment rate has shown significant 
improvement over the past twelve months, ending 
December at 8.6 percent, down 170 basis points from 
this time last year. The metro area currently ranks 3rd in 
over-the-year change in unemployment rates for large 
metropolitan areas behind Miami-Fort Lauderdale and 
Las Vegas. Private employment in the Portland metro 
area is up 2 percent, over 16,000 jobs, year-over-year. 
The overall Portland office market outlook is positive 
with economic and employment projections improving 
for the future. This, combined with an increase in tenant 
demand and continued supply side limitations, will 
make for an improving office market and an even tighter 
Skyline market.

The CBD market, and in particular Skyline Buildings, 
saw fairly strong leasing activity as tenants sought 
to upgrade their spaces and take advantage of 
compressed rental rates.   Gross absorption was over 
650,000 square feet with leasing activity evenly split 
between new deals and renewal/extension transactions.  
Tenants moving into Skyline Buildings were able to 
secure an average of 5 months of free rent on a 5-year 
term and approximately $30 per square foot in tenant 
improvement allowance while tenants renewing in 
Skyline Buildings were able to secure just 4 months of 
free rent on a 5-year term and just over $12 per square 
foot in tenant improvement allowance.

Law firms were active with several larger law firms 
renewing their leases: Davis Wright Tremaine for 59,000 
square feet at Wells Fargo Center and Miller Nash for 
56,000 square feet at US Bancorp Tower.  Sussman 
Shank also renewed and expanded at 1000 Broadway, 
increasing to 23,000 square feet.  Other large renewals 
included KPFF extending its US Bancorp Tower lease of 
47,000 square feet and Merrill Lynch renewing in 35,000 
square feet at Pacwest Center.  

Tenants relocated into Skyline Buildings for a variety of 
reasons, many to upgrade their space, including Wells 

Fargo Advisors taking 25,000 square feet at KOIN 
Center; Cosgrave, Vergeer & Kester, which relocated 
from Fox Tower to 23,000 square feet at Pioneer Tower 
because Fox could not accommodate its growth; and 
Northwestern Mutual, relocating from a fringe Class C 
building to 19,000 square feet at 200 Market.  

With vacancy expected to dip below 6 percent in 2012, 
the big question remains when the next Skyline Building 
will come out of the ground.  Park Avenue West has 
announced plans to re-commence construction in 2013 
with delivery expected in 2015, but an anchor tenant 
has not yet been secured and timing remains uncertain.  
Although rents in Skyline Buildings exceed average 
CBD Class A rents by 10 to 13 percent, they currently 
stand at $28.28, they are still not high enough to justify 
new construction.  Some Skyline Buildings have been 
able to achieve net effective rents in the low $30’s and 
many Skyline Landlords are beginning to push rents, 
especially for view space and larger blocks, which are in 
scarce supply.  

Institutional investor interest in Skyline-quality buildings 
remains significant, pushing pricing on marketed assets.  
American Assets Trust entered the Portland market in a 
big way in 2011, with its acquisition of Skyline Building 
First & Main as well as a portfolio of properties in the 
Lloyd District.  Their acquisition of First & Main pushed 
price per square foot to pre-recession levels hitting 
$355.  In addition, BlackRock paid over $350 per square 
foot ($40 million) for MachineWorks in the Pearl District, 
not a Skyline Property, but very close.   

2012 will be a year of dwindling tenant leverage in 
Skyline Buildings and ever tightening market conditions.  
Rents are likely to see strong growth in the best 
buildings, for the best spaces and tenants needing a 
large block of space (over 20,000 square feet) will face 
very limited Skyline options.  Expect a new development 
cycle to gear up in downtown Portland with developers in 
a race to see who will secure that elusive anchor tenant 
enabling them to kick off their project. 

Portland Skyline Review
Portland’s Skyline stands tall as the U.S. metro area with the lowest 
overall vacancy rate, just over 8 percent.

Heightened rent growth and 
dwindling tenant leverage 
are on the horizon for 
Portland Skyline buildings 
in 2012



   

Portland Skyline Review
An analysis of the Portland office market

The Portland Skyline is performing on par with the overall CBD Class A market in 

terms of vacancy and net absorption, but rents in skyline buildings exceed overall CBD 

Class A average asking rents by 13%.  First and Main was added to the skyline in 2010, 

as it was delivered to the market, the first building of its caliber to be added since The 

Brewery Blocks were built in 2002.   Leasing activity has been strong as tenants seek to 

upgrade their spaces and take advantage of landlord hesitance with regard to the economic 

recovery.  As the year has progressed and larger blocks of space have been taken off the 

market, landlords have started to feel more bullish, holding firm and even pushing rents 

up as they pull back on concessions and tenant improvement allowances.  

Within the Skyline set, there is only one block of space larger than 35,000 square feet and 

there are just 6 full floor vacancies.  Although vacancy is just 8.1%, there are no skyline-

caliber buildings under construction as financing remains elusive without an anchor 

tenant.  Expect Portland Skyline buildings to see their vacancy drop below 6% in 2012 

and to continue to set the high-water mark for asking rents.

Sublease available space

The Skyline market for Portland, OR is defined as the major market movers, or those assets that have 
a significant impact due to their size, quality of space or iconic status.   Averaging over 430,000 square 
feet, all buildings included offer Class A space and are situated in the most prominent, highly desired 
locations.  Among the key indicators for inclusion or exclusion in this  set are rent levels and / or value 
levels. The current threshold requires that buildings consistently garner rents greater than $25.00 FSG 
and achieve the highest sales prices in the Portland marketplace (generally in excess of $300 PSF). 
Due to the increasingly competitive Portland, OR office market, the scale for rents and sale prices will 
fluctuate from time to time and buildings will be added and removed from this segment of the market.

Occupied /  
Not available space

Direct available space

Investment market

Portland Skyline statistics
Leasing
Direct vacancy rate 7.6%
Total vacancy rate 8.1%
2011 net absorption 64,423
Average asking rent $28.28
Average TI allowance $30.00 p.s.f.*
Average free rent (months) 5*

*based on 5-year term, new direct lease

Investment
Number of skyline transactions (2005-2011) 9
S.F. of buildings sold (2005-2011) 4,791,938
Number of Skyline transactions (2011) 1
S.F. of buildings sold (2011) 364,735
Average $ p.s.f. (2011) $355.00 
Average cap rate 6.6%

1. 200 Market
2. Bank of America Financial Center
3. Brewery Block 2
4. M Financial Center (Brewery Block 4)
5. First & Main 
6. Fox Tower
7. KOIN Center
8. ODS Tower

9.   One Main Place
10. One Thousand Broadway
11. Pacwest Center
12. Pioneer Tower
13. Umpqua Bank Plaza
14. US Bancorp Tower
15. Wells Fargo Center

Portland skyline locations

The Portland Skyline investment market saw just one trade in 2011, American Asset’s acquisition of First 
& Main from Shorenstein Investments.  Pricing returned to the levels set at the previous cyclical peak with 
the building trading at a 6.6 percent cap rate.  The building, which delivered in 2010 and is the newest 
addition to the Portland Skyline set, traded in March for $129 million and $355 per square foot.  First & 
Main is exactly the type of property that is the target of market participants, especially in a second-tier 
market such as Portland.  

As investors scour first-tier markets for top quality, well-leased assets in premier locations, interest spills 
over to second-tier markets, but these types of properties do not become available very often in Portland.  
This has led to a premium being placed on Skyline type assets in all markets, with initial returns that 
remain near levels set at the peak of the market. Because of the limited availability of core plus assets, 
investment volumes in 2012 are expected to remain similar to those experienced in 2011.
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RBA 363,072 330,348 219,965 271,941 364,735 438,446 411,000 398,412 315,133 417,436 522,022 283,000 274,497 1,078,644 756,000

Total available (SF) 11,164 35,772 25,764 7,066 13,424 21,827 112,578 42,702 25,552 65,070 92,196 25,504 51,696 145,543 23,883

Q4 % Total vacant 0% 9.4% 3.9% 2.6% 5.1% 4.4% 22.6% 5.3% 5.1% 5.4% 16.9% 7.0% 17.3% 12.0% 0%

Weighted avg. rent $26.50 $27.50 $36.94* $36.94* $31.50* $32.08* $34.25* $30.44* $26.00 $25.50 $30.24* $28.00 $26.50 $28.44* -
(FSG)  *rates have been grossed up from NNN
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