
A lo t  has  changed  in  the  wor ld  s ince  the  beg inn ing  days  o f  the  Cov id- 19
pandemic  in  ear ly  2020 .Fast  forward  to  November  2021  and  the  wor ld  i s  a  very
d i f ferent  p lace .  Over  46  mi l l ion  peop le  have  been  in fected  in  the  Uni ted  Sta tes
a lone  wi th  over  750 ,000  deaths  o f f i c ia l l y  a t t r ibuted  to  the  v i rus .  Most
bus inesses  have  been  forced  to  shut  down “ in  person”  work  for  some per iod  o f
t ime  and  many  have  ins t i tuted  remote  work  programs  unt i l  the  beg inn ing  o f
2022 .  The  rea l  quest ion  on  everyone ’ s  mind  i s  when  wi l l  we  return  to  normal
and  more  spec i f i ca l l y ,  what  wi l l  the  new normal  look  l i ke?  

A l though  we  wi l l  most  cer ta in ly  have  to  dea l  w i th  the  a f tere f fects  o f  Cov id- 19
and  any  var iants  that  sur face ,  there  i s  l i ght  a t  the  end  o f  the  tunne l .  To  date ,
approx imate ly  427  mi l l ion  doses  o f  the  vacc ine  have  been  admin is tered  wi th
over  192  mi l l ion  peop le  fu l l y  vacc inated . Jus t  today ,  P f i zer  announced  that  i t
has  deve loped  an  easy-to-admin is ter  Cov id- 19  p i l l  wh ich  when  used  in
combinat ion  wi th  a  w ide ly  used  HIV  drug  can  cut  the  r i sk  o f  hosp i ta l i za t ions
or  death  by  89% in  h igh-r i sk  adu l t s  who  have  been  exposed  to  the  v i rus .  G iven
the  combinat ion  o f  vacc inat ions ,  natura l  immuni ty  for  those  who  have
contracted  the  v i rus  and  the  advent  o f  therapeut ics ,  i t  becomes  apparent  that
the  western  wor ld  has  a  s t rang le  ho ld  on  th i s  terr ib le  v i rus  and  the  t ime  has
come to  turn  the  page  and  look  toward  re-engag ing  the  work force .

The  concept  o f  work ing  remote  or  “hote l ing ”  workers  was  a l ready  ga in ing
tract ion  pr ior  to  Cov id- 19 ,  the  pandemic  has  exped i ted  corporate  p lann ing  for
b lend ing  in-of f ice  and  remote  work  set t ings .  In  many  ins tances ,  the  dec is ion
has  a l ready  been  made  to  shed  space  and  to  downs ize  the  corporate  footpr int .
Th is  t rend  can  c lear ly  be  der ived  i f  we  ana lyze  market  s ta t i s t ics .  The  o f f i ce
vacancy  in  the  greater  Detro i t  market  s tood  a t  jus t  over  9 .8  mi l l ion  square  feet
in  2020  Q1  whi le  i t  has  grown to  jus t  under  10 .9  mi l l ion  square  feet  in  2021  Q3 .
More  te l l ing  i s  the  d iv ide  between  vacant  and  ava i l ab le  space  which  i s  a
lead ing  ind icator  o f  where  the  market  i t  headed .   Current ly ,  there  i s
approx imate ly  4  mi l l ion  square  feet  o f  ava i l ab le  space  that  i s  not  yet  vacant
which  te l l s  us  that  the  downs iz ing  t rend  wi l l  cont inue  in to  2022 .
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Other  factors  that  must  be  cons idered  when  eva luat ing  the  hea l th  o f  the
Detro i t  o f f i ce  market  are  the  short-  and  long-term e f fects  that  the  pandemic
has  had  on  the  overa l l  US  economy.   Supp ly  i s sues  such  as  the  ongo ing
computer  ch ip  shortage  cont inue  to  p lague  the  auto  makers  and  in f l a t ion  i s  a
rea l  worry  as  the  US  Government  cont inues  to  pump money  in to  the  economy.
Protent iona l  changes  in  the  federa l  tax  s t ructure  re la t i ve  to  cap i ta l  ga ins  and
poss ib le  new taxes  on  the  s tep  up  in  bas i s  for  assets  that  are  t rans ferred  when
an  owner  d ies  are  v iewed  by  many  as  deterrents  for  investment  in  commerc ia l
rea l  es ta te  which  cou ld  have  a  negat ive  e f fect .  

A l though  there  are  rea l  cha l lenges  ahead ,  there  i s  a l so  much  to  be  pos i t i ve
about .  The  nat iona l  unemployment  ra te  has  dropped  to  4 .6% wi th  over  531 ,000
jobs  added  in  October .  The  Dow Jones  Industr ia l  Average  cont inues  to  set  new
highs  fue led  by  s t rong  corporate  earn ings  and  the  domest ic  auto
manufacturers  cont inue  to  per form we l l  wh ich  i s ,  o f  course ,  the  be l lwether  for
commerc ia l  rea l  es ta te  in  Detro i t .  In  fact ,  Ford  Motor  Company  reported
ad justed  earn ings  per  share  o f  5 1  cents  versus  27  cents  as  expected  for  the  3rd
quarter  whi le  GM reported  ad jus ted  earn ings  per  share  o f  $ 1 .52  versus  $96
cents  as  expected .  Both  companies  expect  increases  in  sa les  in  2022  as  the
ch ip  shortage  i s  mi t igated  and  the  in terrupt ion  in  the  supp ly  cha in  i s
eased .The  investment  by  the  auto  makers  and  supp l iers  in  the  e lectr i f i ca t ion  o f
the  car  industry  shou ld  a l so  bode  we l l  for  the  commerc ia l  rea l  es ta te  market  as
supp l iers  jockey  for  contracts .  

  

  



The  past  two  years  have  cer ta in ly  been  uncharted  terr i tory  for  the  bus iness
wor ld  and  the  coming  months  shou ld  shape  up  to  be  a  vo la t i l e  r ide  as  rea l
es ta te  dec i s ions  are  made .  I t  i s  a lmost  a  cer ta inty  that  there  wi l l  be  an
increase  in  o f f i ce  vacanc ies  in  the  short  term wi th  a  rebound  to
fo l low.A l though  op in ions  may  d i f fer  on  the  mer i t s  o f  remote  work ,  there  i s  no
deny ing  the  need  for  an  in-person  work  env i ronment  o f fer ing  co l l aborat ion
and  team bu i ld ing  among  employees  as  we l l  as  the  es tab l i shment  o f  a
corporate  cu l ture .These  th ings  s imply  cannot  be  accompl i shed  to  the  same
degree  when  employees  are  not  brought  together  in  an  o f f i ce  env i ronment .
Th is  coup led  wi th  the  s t rugg le  between  management  and  employees  to  f ind
some happy  ground  in-of f ice  and  remote  work  wi l l  d ic ta te  emerg ing  t rends
re la t i ve  to  o f f i ce  l eas ing  in  2022  and  beyond .  One  th ing  i s  for  sure ,  corporate
Amer ica  wi l l  a lways  have  an  appet i te  for  o f f i ce  space .  The  quest ion  i s  how
much?  
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