
Pittsburgh Commercial Real Estate Market Insights

COVID-19 Impact on Pittsburgh Commercial Real Estate
The COVID-19 pandemic took the world by storm and has set our economy into uncharted and uncertain territory.  Many busi-
nesses were thrown into the land of virtual meetings and having to learn quickly how to adapt to their new normal.  Restaurants 
had to change their business model from sit down to take-out or they had to choose to shut down completely.   Office users 
watched the market go from a market that favored the Landlord to a tenant-driven market virtually over night.  Landlords and 
tenants will need to work together to obtain mutual agreements concerning rent abatement, hold-overs and negotiations of 
terms for new tenants.

Impact on Capital Markets
While it is still too early to accurately predict where Capital Markets will be in a few weeks or months, we do know that banks 
are in a stronger position now than back in 2008.  As you can imagine, we hear the word “pause” every five minutes.  Hearing 
from several investors about the current state of lending on imminent transactions, it seems as if rates are up for new core deals 
about 50 to 100 bps from a month ago.  And at this time, any project that has a lease up story is dead in the water for the most 
part.  Strong balance sheets and portfolio size will rule the day now.  Many of the brokers and investors that we have spoken 
with think that it’s too early for the “vultures,” and that they wanted to see what happened with the status of rent payments from 
tenants for April.  The federal government has constantly signaled that it will do whatever it takes to get the economy going, 
which bodes well for investors and consumers.  At this point, Colliers International Pittsburgh’s Capital Markets team is tirelessly 
speaking with our investor clients to let them know that we are there for them for whatever they need at this point in the crisis, 
whether it’s our best-in-class leasing services or property management, and that we will communicate updates to them in real 
time.   Most importantly, from a commercial real estate perspective, the “Eds and Meds,” as well as the strong life sciences 
presence in our region may, once again, be a kind of saving grace over the long haul with the technology and health care sectors 
while the stock market continues on its volatile path.

Impact on the Office Market
The clear immediate impact on the office sector is that new leasing activity has slowed considerably.  A large percentage of ac-
tive tenants have placed their searches on the “back burner” until they see what will transpire after the pandemic.  All building 
tours have come to a halt since they are not essential life-sustaining services.  Existing tenants are negotiating rental abatement 
or rental reduction for the months of April, May and in some circumstances June.  Tenants are focused on various resources 
from government agencies related to loans and grants to deal with shrinking revenues.  
With the exception of medical related projects, construction has been shut down on most tenant build-outs, causing a delay in 
originally projected occupancy dates.  Non-essential/medical new development construction has ceased which will result in 
longer lead times for delivery of high-profile office projects in the region.
The potential long-term impact on the office sector is an overall “softening” of the office market.  This “tenant driven” market will 
likely result in an increase in landlord concessions and aggressive terms provided by building owners to existing tenants, directly 
impacting competition between landlords.  We predict the negative impact on the labor market may also result in an increase of 
sublease opportunities and reduced footprints from tenants.
Several trends will likely appear in the office market beginning as early as the second quarter 2020 due to ramifications of the 
pandemic.  Office space density and space design may be widely re-evaluated by tenants.  Overall, we may see more “social 
distancing” as office space becomes less dense.  Square footage per person standards will increase.  Working remotely for 
those positions that don’t necessarily need to be in an office setting may also become more mainstream as businesses have 
been forced to adopt this practice during the pandemic.  The office market may also experience a proliferation of “hoteling” 
environments. In this scenario, employees will no longer require a full-time office desk as employers provide a schedule which 
rotates them between home office and the actual physical office. Due to this potential spike in remote employees, an increase 
and advance in technology for video conference calls and remote video tours is imminent.
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Impact on the Industrial Market
Pittsburgh and the Western Pennsylvania industrial market are better positioned than many regions to weather the economic 
impact resulting from the COVID pandemic. The frustration regarding the market being inventory-constrained is now going to 
work to our benefit, limiting the drastic swing in inventory vacancy spikes which many other markets may experience over the 
next two quarters. That, combined with the underlying market drivers, which are heavily weighted towards Eds & Meds, Value 
Additive Manufacturing and Technology and will continue to be in demand and may in some cases see an increase in revenue. 
That said,we expect many industrial occupiers who are reliant on the service sector to struggle over the next two quarters and 
many will simply close their doors. This will lead to an increased vacancy level and somewhat mitigate the Landlord market we 
have experienced over the better part of the last decade. We do not expect that the pendulum will swing fully to the Tenant but 
do expect to see a moderate increase in incentives provided by Landlords, particularly for AAA credit users.

Deal flow is still occurring although new inquiries and deals at the very early stages of being initiated have largely been put on 
hold. This is often being blamed on the logistics of getting out and touring properties but it is also due to a “wait and see” posi-
tion by all but the users with urgent (often government related) requirements in order to fulfill contracts. The real impact to the 
Pittsburgh market will be felt two to three quarters from now as the pipeline is not currently being filled on the front end which 
will result in a vacuum of deals in the 3rd and 4th Quarters of 2020. 
We expect a fairly rapid rebound in the Pittsburgh market as interest rates will remain low and capital is still available, both 
in the form of available credit and equity. Once there is clarity regarding the length of time that the quarantine will impact the 
workforce and consumer behavior, companies will resume activity.

Impact on the Retail Market
Much like the rest of the world, the Western Pennsylvania retail real estate market is being hammered by the coronavirus and 
subsequent shutdowns.  Non-essential restaurants and retailers have been shut down since the middle of March, wreaking 
havoc on owners, operators and landlords.  It is impossible to say what the long-term fallout will be for our region, however it 
is safe to say that the retail landscape will change forever as restaurants and retailers close.
Restaurants specifically may be the hardest hit segment.  Those restaurants that rely on in-store sit-down sales are particu-
larly hard hit and many may never recover.  Both local and national restaurants have been affected.  Many national chains that 
are not well capitalized, such as Bravo Italian which filed for bankruptcy this week, may close permanently.  Some quick serve 
restaurants that can provide drive-thru or delivery services are in a better position to weather the storm but are still seeing 
significantly reduced sales.  Global sales for McDonald’s were down 22% year over year in March.  It can be expected that many 
restaurant operators will close their doors forever.  
Many other retail and entertainment concepts may likewise have difficulty staying alive.  AMC movie theaters, who operate a 
handful of theaters in western Pennsylvania recently raised an emergency fund of $500,000,000.  Other major named brand 
retailers may face bankruptcy or store closures.  The depth of the retail closures depends upon the length of stay at home or-
ders, any potential for a second wave of the virus in the fall or winter, and a company’s liquidity.
Tenants and Landlords are dealing with lost sales and rents in different ways.  Many retailers, especially restaurants, have 
stopped or delayed rental payments.  Some national stores, such as Pittsburgh based Dick’s Sporting Goods, have said they will 
not continue to pay rent during this period.  Landlords, for the most part, are trying to work with Tenants to defer rental pay-
ments or set up alternative arrangements.  If the pandemic recedes quickly and everyone can resume their normal lives, a two 
to three month rent deferral may be enough to survive.

Assuming life returns to normal in the not too distant future, Pittsburgh is well poised to rebound.  The market is not over retailed 
in comparison to some other cities around the country.  Our well documented food scene will undoubtedly take a hit as several 
restaurants will close, however those that survive may face less competition.  Vacancy rates for retail space will go up and lease 
rates will undoubtedly take a hit – how much is yet to be determined.   Because Pittsburgh’s vacancy rate has been very low 
over the last few years, the anticipated increase in vacancy should not be as high as other US markets.  

In the midst of the COVID-19 outbreak, information and data is emerging at a quick and 
uneven rate. The information contained herein has been obtained from sources deemed 
reliable at the time the report was written. While every reasonable effort has been made to 
ensure its accuracy, we cannot guarantee it. No responsibility is assumed for any inaccura-
cies. Readers are encouraged to consult their professional advisors prior to acting on any of 
the material contained in this report.

FOR MORE INFORMATION ON COLLIERS INTERNATIONAL’S COVID-19 RESOURCES, GO TO:  
https://knowledge-leader.colliers.com/topics/coronavirus-covid-19/
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