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Did you know that the General Services Administration leases and owns nearly 360 million square 
feet of space?  It’s no wonder the GSA is often referred to as the Nation’s Landlord within the real 
estate industry.  However, to carry out its mission, GSA receives authority and funding from Congress.  
The recent budgetary scrutiny and pressure applied by Congress on GSA has been a hot topic of 
discussion not only in Washington but also across the country.  Whether it’s the automatic budget 
cuts resulting from sequestration earlier this year, the ongoing and severe budget cuts proposed by 
Congress which hamper GSA’s ability to maintain its federal building inventory, or the most recent 
House proposal to cut GSA’s budget for paying rent, GSA has been under constant attack. 

As if this isn’t enough, the Office of Management and Budget (OMB) has also drilled down on federal 
agencies and GSA with its own guidance aimed at disposing of unneeded properties and making 
more efficient use of the government’s real estate assets.   The introduction of the so-called “Freeze 
the Footprint” policy for federal real estate in May 2012 mandates that agencies can not increase the 
size of their real estate inventory without an offsetting consolidation, reduction or relinquishing of 
space.  Needless to say, the effect of this combined pressure and scrutiny is that GSA has been forced 
to engage in a number of cost reduction initiatives (e.g., consolidation, disposal, and renovation) to 
comply with OMB policy guidance and grapple with Congressional spending restrictions. 

Working every day with existing owners and prospective investors in GSA-leased property, we hear 
firsthand about the impact these initiatives are having.  We are asked every day what this all means 
for owners and investors in GSA-leased properties.  Our view is that while there is cause for concern 
on a number of fronts as highlighted above, overall it is still a very good time to be an owner of GSA-
leased property.  Despite the headlines and GSA’s current budget woes, the reliance on leased space 
by the federal government will likely only increase, albeit at a slower rate.  An environment marked by 
heightened uncertainty and fear about the future will mean GSA will likely continue to “kick the can” 
on many fronts, causing owners no small amount of anxiety.  Patience, constructive engagement and 
creativity will be essential in working with tenants going forward.

YIELD COMPARISON

The graph represents the 
spread between 10 Year U.S. 
Treasuries against GSA cap 
rate trades as an annual 
average.  The pre-peak in 2006 
shows a compressed yield as 
the spread beings to widen 
throughout the recession. 
Declining interest rates from 
2010-2012 helped widen the 
gap between Treasuries and 
GSA cap rates.  More recently, 
budget cuts in 2013 caused a 
small uptick in cap rates and 
the recovering economy drove 
interest rates higher to 
compress the spread.
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UPDATE   Notable Transactions

SALES ACTIVITY - Greater than 10 Years Firm Term Remaining

AGENCY STATE SALES DATE SALE PRICE SIZE SF PRICE / SF LEASE TERM (YRS) FIRM TERM (YRS) CAP RATE

DOT/FAA MA May 2013 $36,758,880 91,897 $400.00 10.00 10.00 5.79% (est.)

VA TN Mar 2013 $10,117,150 60,250 $167.92 17.00 17.00 6.43%

DEA FL Jan 2013 $5,200,000 23,566 $220.66 14.42 9.42 7.50%

FBI UT Dec 2012 $78,000,000 163,040 $478.47 19.50 19.50 6.30%

NOAA MI Dec 2012 $14,225,000 53,000 $268.40 15.75 15.75 6.56%

SSA/ODAR KY Nov 2012 $10,242,000 44,000 $232.77 14.50 14.50 6.95%

DEA MT Nov 2012 $4,975,000 13,599 $365.84 10.75 10.75 7.43%

DEA FL Oct 2012 $43,800,000 57,055 $767.68 18.50 18.50 6.75%

ICE CA Jul 2012 $8,300,000 22,012 $377.07 14.04 14.04 7.04%

FBI TN Jul 2012 $31,700,000 89,100 $355.78 12.50 12.50 7.00%

FBI MS Jul 2012 $25,715,000 109,819 $234.16 11.50 11.50 7.10%

HISTORICAL LEASING ACTIVITY & AVERAGE CAP RATES

AVG. SALES COMPARISON

Sales transactions to date in 2013 
for GSA-leased assets have dipped 
slightly below office building sales 
in general across the U.S. in terms 
of price per square foot.  Aside 
from the beginnings of a recovery 
in the office investment market 
overall, a decrease in larger GSA 
sales of assets with longer 
remaining lease terms and a 
corresponding increase in sales of 
assets with shorter remaining 
lease terms have been the primary 
cause of the decline in GSA sale 
prices per square foot.

(Note: GSA sales are included in 
the overall Office Sales average)
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As discussed earlier, our view is that despite the dire headlines and GSA’s current budget woes, the reliance on leased space by the federal government will 
likely only increase, albeit at a slower rate.  Knowledgeable and experienced GSA investors recognize the “big picture” and continue to perceive investment in 
GSA-leased assets as a “safe-haven” for real estate investments.  The federal footprint freeze and other factors notwithstanding, it’s still a favorable time to be 
an incumbent landlord and investor in GSA properties.  We are still noticing that GSA investor appetite for properties with shorter lease term remaining continues 
to increase as investors seek higher yields by selectively targeting “value-add” opportunities in the GSA market.  As such, for the time being, we expect sales of 
GSA properties in general to remain strong, and pricing for quality GSA properties with substantial lease term to remain very competitive.

Another popular topic of discussion is the rising interest rate environment.  The recent uptick in Treasury yields has introduced the possibility of increases in the 
pricing of debt across the board.  As a result, leveraged buyers have begun to increase their unleveraged yield/cap rate targets to maintain equity yield targets. 
Although this situation has stabilized somewhat in recent weeks, we are continuing to monitor the debt markets closely to anticipate any potential future cap rate 
pressures and their impact on GSA-leased asset pricing going forward. 

SALES ACTIVITY - 6 to 10 Years Firm Term Remaining

AGENCY STATE SALES DATE SALE PRICE SIZE SF PRICE / SF LEASE TERM (YRS) FIRM TERM (YRS) CAP RATE

SSA OH Jul 2013 $1,280,000 5,534 $231.30 8.83 5.83 8.50%

DEA SC Jun 2013 $3,223,000 10,628 $303.26 13.50 8.50 7.25%

DEA PA Jun 2013 $4,079,000 12,404 $328.85 14.75 9.75 7.15%

FBI/MSHA PA Oct 2012 $5,300,000 13,834 $383.11 8.50 8.50 8.00%

SSA TX Sep 2012 $2,200,000 7,302 $301.29 13.00 8.05 8.10%

SSA TX Jun 2012 $5,500,000 15,843 $347.16 12.75 7.75 8.50%

Multi-Govt ID Jun 2012 $40,150,000 180,952 $221.88 8.75 8.75 7.76%

SSA IN Apr 2012 $4,146,222 12,299 $337.12 9.00 9.00 7.31%

DHS/ICE FL Mar 2012 $4,852,000 12,736 $380.97 8.00 8.00 8.34%

YTD
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This market report is a research document of Colliers 
International.  Information herein has been deemed reliable and 
no representation is made as to the accuracy thereof.  
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RECENT GSAXCHANGE COMPLETED TRANSACTIONS

The 16-Property GSA-leased portfolio is located in six 
states and totals 272,634 square feet. The portfolio includes 
the SSA, ICE, CBP, VA and IRS as tenant agencies.

Mission-critical, state-of-the-art, single-tenant DOE facility 
occupying 58,990 square feet for the Office of Legacy 
Management in Morgantown, West Virginia.

Nine-building portfolio in four states, Florida (4), Georgia 
(3) Tennessee and North Carolina The assets totaled 
85,980 square feet for a combined price of $15,560,000.

This portfolio is made up of fifteen buildings 91% leased by 
the State of New Jersey. The portfolio consists of 429,772 
rentable square feet and is 97% leased overall.

DEPARTMENT OF ENERGY - MORGANTOWN GSA PORTFOLIO - SSA/IRS

QUAKERBRIDGE PLAZA - HAMILTON TOWNSHIPNATIONAL 16-PROPERTY PORTFOLIO

CURRENT GSAXCHANGE FOR SALE LISTINGS

GSAXCHANGE
 The team has represented over $4 billion 
in real estate transactions in GSA space

 Collectively over 80 years of experience 
in real estate

 Strategically located with nationwide 
exposure

 Full-cycle real estate services

 Proprietary database of over 9,600 leases

 ONLY team that specializes in the sale 
and financing of GSA properties on a 
national basis
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SOLD PROPERTIES - PAST TWO YEARS BY # OF TRANSACTIONS

SALES BY REGION

Region 4 (Southeast) continues to have 
the most sales of GSA-leased properties 
with 45 transactions in the past two 
years.  Region 7 (Southwest/Texas) has 
the second most with 19 sales and Region 
11 (National Capital Region) totaled 17.  
Region 11 continues to have an active 
market, completing 16 trades the past two 
years although there has been a 40% 
decrease year-over-year during the 
period from the July 2012 to June 2013 
compared to July 2011 to June 2012.
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SALES BY VOLUME

The National Capital Region continues to 
have the highest sales volume of GSA-
leased product compared to other 
regions, completing over $2.6 billion in 
sales during the past two years.  Region 4 
(Southeast) has the next highest 
transactional volume with roughly $350 
million. Collectively, sale volume dropped 
by 46% year-over-year during the period 
from the July 2012 to June 2013 
compared to July 2011 to June 2012.

SOLD PROPERTIES - PAST TWO YEARS BY DEAL VOLUME ($)

Source: RCAnalytics, GSAXCHANGE proprietary database
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