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Employment Services Continue to Plummet at Mid-Year 2026

The District of Columbia finished the first half of 2026 with
negative 468,419 SF of net absorption. Employment
services in the District of Columbia declined by 5.2 percent
mid-year as federal workforce reductions and contractor
pullbacks have remained a strain on the market.

The District of Columbia is usually immune to employment
declines, but the cuts to federal workers in 2025 have taken
a significant toll on the city. Looking ahead, the new
protections for federal employment and stabilization of
funding to the impacted agencies provide hope that the
district's employment rate steadies in the second half of
2026.
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Steady Highs in Asking Rents for First Half of 2026

The average rental rate for all classes of office space in the
District of Columbia increased to $54.69 PSF, continuing the
rise in asking rents seen in 2025. The office prime average
rent dipped to $88.24 in the first half of 2026 from 2025's
$88.27, remaining at historical highs. The elevated prime
asking rates reflect the sustained demand for high-quality
space and constrained availability of these assets.
Landlords are able to continue to push rents higher as
spaces stays highly coveted and competitive to lock down.
The office construction pipeline is still inactive for now.
There are two planned projects by BXP for three law firms
that will break ground over the next year or two. The lack
of availability will keep rents on the rise in new, high-class
space.
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Capital Rates Remain Elevated Through June 2026

Overall District office capital rates are estimated around
11%, rising from 10% at the end of last year. Prime office
capital rates remained at 9% midway through the year,
indicating the lingering hesitancy from investors. The
elevated capital rates display the higher return that
investors are requiring to invest in properties. There is less
confidence in the investment market to be risk-tolerant.
Office investment volume totaled $762 million, heading into
the second half of 2026. The office investment volume
represented over 90% of the real estate investment market.
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USA

Occupier
Market

Atlanta

Chicago
Dallas/Fort Worth
Denver

Detroit

Houston

Los Angeles
Miami
Minneapolis

New York/Manhattan
Phoenix

San Diego

San Francisco
Seattle
Washington DC
Total 15 markets

Investment
Market

Atlanta

Chicago
Dallas/Fort Worth
Denver

Detroit

Houston

Los Angeles
WIET]
Minneapolis

New York/Manhattan
Phoenix

San Diego

San Francisco
Seattle
Washington DC
Total 15 markets
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176
155
306
164
202

371
52

68
452
98
125
93
183
143
2,791

15,990
920
13,410
7,740
1,550
14,170
13,080
4,830
5,470
14,010
9,870
4,970
2,700
2,440
1,300
112,450

Net Absorptio
(000 sqft)

H1 2026

800
-100
1,800
200
-129
500
500
160
-600
3,900
-200
-100
1,900
686
-400
8,917

5,400
920
2,970
3,660
880
6,490
5,360
5,670
2,150
5,660
8,220
3,440
1,760
1,000
830
54,410

Vacancy Rate

22.4%
22.6%
18.4%
18.7%
10.4%
20.8%
15.4%
11.6%
21.0%
13.5%
17.0%
12.7%
30.1%
15.9%
16.0%

(%)
2025 | Q22026 |
21.1% 339
23.2% 774
18.2% 743
21.2% 8815
10.1% 213
21.4% 489
15.3% 44.7
11.4% 89.7
29.4% 30.5
12.8% 774
16.7% 321
14.0% 383
26.7% 743
15.5% 345
16.7% 88.3
18.2% 53.3

17.8%

Office investment volume

($ million)

1,560 1,210 8.30%
550 720 NA
3,440 780 6.20%
1,260 560 7.20%
300 290 8.60%
1,710 1,550 NA
4,140 2,130 NA
1,290 1,300 6.90%
670 210 7.70%
11,660 4,390 6.30%
1,170 970 7.20%
1,600 650 6.20%
1,790 1,120 4.40%
1,110 290 7.60%
870 760 9.00%
33,120 16,930 7.13%
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334
72.8
753
356
21.6
426
45.0
89.7
311
781
318
412
77.7
8519
88.2
53.3

8.82%
NA
6.30%
8.40%
7.40%
11.25%
6.80%
6.50%
13.00%
6.10%
7.00%
7.20%
5.30%
8.80%
9.00%
7.99%

-2%
-6%
1%
6%
2%
-13%
1%
0%
2%
1%
-1%
8%
5%
4%
0%
0.5%

52
NA
10
120
-120
NA
NA
-40
530
-20
-20
100
90
120
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This document constitutes an analysis of the United States Office Market by
TRANSWESTERN  Commercial Services, LLC. TRANSWESTERN  Commercial
Services, LLC is a BNP Paribas Real Estate Alliance member in the field of real
estate advisory services. TRANSWESTERN Commercial Services, LLC and BNP
Paribas are unaffiliated and independent parties. TRANSWESTERN Commercial
Services LLC, a Delaware limited liability company, whose registered office is
located at 19 West Loop South, Suite 1300, Houston, Texas 77027 under the
number 2887228. This document is for use and distribution exclusively outside
the United States and is intended only for non-U.S. residents. The report and the
information contained in it may not be copied or reproduced without prior
permission from TRANSWESTERN.  This document has been prepared for
informational purposes only. Although the information in this document has been
obtained from sources which BNP Paribas Real Estate believes to be reliable, BNP
Paribas Real Estate does not represent or warrant its accuracy, and such
information may be incomplete or condensed. This document does not constitute
an offer to sell or to buy any financial and/or real estate products/services and
shall not, under any circumstances, be construed as a public offer of securities.
All estimates and opinions included in this document constitute a judgment as of
the date of the document and may be subject to change without notice. BNP
Paribas Real Estate or its affiliates or TRANSWESTERN will not be responsible for
the consequences of reliance upon any opinion or statement contained herein or
for any omission.
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