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Despite recent store closures and retail bankruptcies in the past
year, conditions in US retail markets remain near historically tight
levels at the start of the new year. Consumer spending across the
nation started off slow in January 2025 and rebounded only slightly
in February by 0.1%. The Puget Sound region mirrored the same
nationwide sentiment, experiencing tight fundamentals and a decline
in retail spending in the local market. Local and nationwide consumers
are becoming more cautious, as people brace for potential impacts
due to inflation and new tariffs, which would most likely influence
future spending patterns. Consumer sentiment may continue to
waver, with concerns about the overall economic outlook, and the
market may experience a slight cooling into the near-term.

Overall, the vacancy in the Seattle retail market remained stable with a
vacancy rate of 3.2% and an availability rate of 3.2%, both unchanged
from last quarter. This rate marked the region as the tightest retail
market with the lowest levels of availability in the nation. A major
factor contributing to the tight conditions of the Seattle retail market
has been the minimal development of new retail space, coupled with
the repurposing of existing retail sites into mixed-use assemblage.
This often leads to decreased total retail inventory and in turn, adds
downward pressure to vacancies and availabilities.
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Although average asking lease rates increased YOY in Seattle, the
rate has steadily dropped the pastthree quarters. While rental rates
continue to hover around the record high, rent growth is lagging
behind the level seenin pastyears. Consumer spending has declined
across the region, with Pierce and King counties seeing some of the
steepest dropsin retail sales statewide. This decrease in retail activity
has weighed on the market and limited any aggressive increases in
rent from landlords.

A significant share of new development in the region involves
repositioning existing properties from traditional retail to mixed-
use developments, shrinking retail inventory by approx. 1.5M SF
since 2020. Currently, the largest projects include a 168,500 SF
mixed-use developmenton Village Road in Woodinville and 130,000
SF at the SW corner of Redmond-Woodinville Rd NE & NE 144th
Rd in Redmond. These two developments make up over half the
volume of properties in the development pipeline and a majority
of all projects currently under construction are estimated to be
completed by year end.
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After posting negative 271K SF in Q4 2025, the market experienced positive
net absorption to start off the new year of 58K SF. The pace of leasing activity
has remained steady which has helped vacancy and availability rates continue
to be stable, even while national retailers announce closures and bankruptcies.
Tenants in the Seattle region have readily backfilled these spaces due to
limited available inventory, indicating strong demand despite retail challenges.
However, the market may experience a slight uptick in vacancies and availabilities
in the near-term as large tenants continue to close stores into the year, and
consumer and business confidence decrease due to economic uncertainties.

Overall, investment activity in 2024 picked up, ending the year with £4.3M SF
in total volume, a 31% increase compared to year-end total in 2023. The uptick
in activity continued in 1Q 2025, up 55% YOY to 630K SF in sales volume.
Consumer spending remains a crucial driver to retail demand, though signs of a
slowdown could pose challenges. Even so, Seattle’s low availability and limited
supply create a strong market position for owners of retail assets in the region.
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Kidder Mathews is the largest fully independent
commercial real estate firm in the Western U.S.,
with over 900 real estate professionals and staff
in 19 offices in Washington, Oregon, California,
Idaho, Nevada, and Arizona. We offer a complete
range of brokerage, appraisal, asset services,
consulting, and debt & equity finance services
for all property types.
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This information supplied herein is from sources we deem reliable. Itis provided without any representation, warranty or guarantee, expressed or implied as to its accuracy.
Prospective Buyer or Tenant should conduct an independent investigation and verification of all matters deemed to be material, including, but not limited to, statements of

income and expenses. Consult your attorney, accountant, or other professional advisor.
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