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OFFICE MARKET
2016 YEAR-IN-REVIEW
BIRMINGHAM / AL

ECONOMIC INDICATORS

ECONOMY
Despite uncertainties surrounding the presidential election,
2016 was another year of gradual improvement for the national
economy. Following that national trend, the overall stability
of Alabama’s economy continued to strengthen. At the end of
2016, Alabama’s unemployment rate fell to 6.2%, down slightly
from 6.3% twelve months prior. At the same time, accolades
from various national publications continue to come in for
Birmingham, including #8 on Forbes’ list of U.S. Cities for
Employee Engagement and one of the 18 Most Underrated
Cities in the U.S. by Condé Nast Traveler, reinforcing the state’s
positive business climate to a national audience.
MARKET OVERVIEW
Overall absorption for Birmingham’s office market for all of
2016 totaled 143,805 square feet (SF), a significant reversal
from the negative 151,925 SF absorbed in 2015. Overall vacancy
for the Birmingham market fell to 12.9% at the end of 2016,
an improvement from 13.6% in 2015. Aside from Southern
Company’s lease of 669,438 SF at the Colonnade North and
South office buildings during the third quarter of 2016, the
deals this year predominantly consisted of a large number
of small to mid-size leases positively impacting absorption
and leasing activity, primarily in the 280/Southern, Central
Business District (CBD) and Midtown submarkets. The overall
average weighted asking rental rate for the Birmingham
market continued to trend higher, ending at $19.72 per square
foot (PSF) at year-end, a 6.9% increase from the $18.44 PSF
recorded twelve months prior. In development news, two office
build-to-suit projects broke ground in 2016, with delivery
expected in early 2018, totaling 300,000 SF of Class A office
space. Additionally, sales volume remained steady as several
prominent multi-tenant office buildings changed hands
during 2016.
OUTLOOK
Continued job growth, combined with increased confidence in
Alabama’s economic environment, should contribute to steady
growth in 2017. Several multi-family, hotel and mixed-use
developments are nearing completion in Birmingham’s CBD that
will have a positive impact on Birmingham’s commercial real
estate market as a whole. With no new speculative construction
on the horizon, competition for quality office space should
increase, which will improve vacancy levels across the market
and put upward pressure on overall asking rates.

INDUSTRIAL MARKET
2016 YEAR-IN-REVIEW
BIRMINGHAM / AL

ECONOMIC INDICATORS

ECONOMY
Leading indicators suggest continued economic improvement
in Alabama. According to Alabama’s Department of Labor,
manufacturing employment is driving job growth, ending
2016 at its highest level since 2008. The fourth quarter of 2016
brought with it news of significant investments in Alabama.
German automotive supplier MöllerTech announced plans
to build a new $46.3-million manufacturing facility in Bibb
County, which is expected to create more than 200 jobs.
Additionally, Austria-based Lenzing AG announced plans for
a $293-million expansion at its fiber plant in Mobile County,
creating 163 jobs over three years.
MARKET OVERVIEW
Overall net absorption for Birmingham’s multi-tenant
industrial market remained in positive territory during 2016,
ending the year with nearly 1.4 million square feet (MSF)
absorbed, compared with 80,235 square feet (SF) absorbed in
2015. Bulk distribution product accounted for 98% of the yearend absorption total. Overall vacancy for the Birmingham
market fell to 8.8% at the end of 2016, down from 12.4%, as
several large tenants including Neoiva Logistics Services,
Mercedes Benz U.S. International and Symbiotic occupied
space during 2016. Additionally, the steady flow of small- to
mid-sized transactions ranging from 10,000 SF to 80,000 SF
pushed the year-to-date leasing total to over 1.1 MSF for the
third year in a row. Overall average weighted asking rents are
trending higher, with the average asking rental rate increasing
from $4.58 per square foot (PSF) in 2015 to $5.01 PSF in 2016.
While there was no new speculative construction during 2016,
two smaller build-to-suit projects totaling 180,000 SF were
completed during fourth quarter and another 260,000-SF
build-to-suit project is under construction with expected
delivery in early 2017.
OUTLOOK
Overall, Birmingham’s multi-tenant industrial market
experienced healthy growth in 2016. Economic activity
surrounding Alabama’s automotive, aerospace, housing and
healthcare industries continued to increase on a statewide
level and vacancy is expected to tighten across Birmingham’s
industrial market. As the availability of quality space
continues to diminish, the market may experience an increase
in build-to-suit activity as there is no new speculative
construction planned in the near future.

RETAIL MARKET
2016 YEAR-IN-REVIEW
BIRMINGHAM / AL

ECONOMIC INDICATORS

ECONOMY
The long-term trend in Alabama’s unemployment rate remains
positive. As Alabama’s economy continues to strengthen, and
overall market indicators remain positive, consumer spending
will increase resulting in more demand for the retail sector.
MARKET OVERVIEW
Birmingham’s retail market experienced modest growth in
2016. Year-end absorption totaled 57,323 square feet (SF),
a continued positive trend from 2015. Total vacancy for
Birmingham’s retail market improved slightly to 10.1% in
2016, compared to 10.3% in 2015. The US Highway 31 South
submarket recorded the lowest vacancy at 3.9%, followed
closely by the US Highway 280 and Hoover/Riverchase
submarkets, both at 4.8%. The Eastwood/Irondale
submarket recorded the highest vacancy marketwide at
24.2%. Average weighted rental rates for the overall market
fell slightly from $12.29 per square foot (PSF), to $11.99 PSF
at year-end. Several national chain store closures occurred
during 2016 including K-Mart at Greensprings Shopping
Center, Hancock Fabrics at Brook Highland Plaza, and
The Limited at the Riverchase Galleria – all leaving large
vacancies. However, despite these setbacks, the Birmingham
market continued to attract several new retailers to the
metro area in 2016 including Arhaus, Lizard Thicket,
American Threads, Kinnucan’s Specialty Outfitters, among
others. Additionally, Publix Supermarket opened two new
stores in the metro area in 2016, including the long-awaited
location at 20 Midtown in downtown Birmingham.
OUTLOOK
While overall growth was modest throughout 2016, the
outlook remains optimistic with continued moderate
improvement expected in 2017. Several high-profile, mixeduse developments with retail components are nearing
completion in downtown Birmingham, which will continue to
build momentum for Birmingham’s retail market as a whole.
While there will be limited new development coming online in
2017, it is expected that overall leasing activity will continue
at a modest pace throughout Birmingham’s retail market,
resulting in stable vacancy rates and rental rates for retail
property owners.
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