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(1) Expecting demand to grow from D1 to D2,...
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(1) Expecting demand to grow from D1 to D2, developers built
1 million SF new space (Chemed Ctr & 312 Walnut).
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(1) Expecting demand to grow from D1 to D2, developers built
1 million SF new space (Chemed Ctr & 312 Walnut).
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(2) Demand stayed stuck at D1.
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(2) Demand stayed stuck at D1.
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(2) Demand stayed stuck at D1 (or even fell temporarily to DO,
with recession of 1991).
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recovery of 90s (anc

Unemployment rates by race and Hispanic or Latino ethnicity,
January 1972-December 2011, seasonally adjusted
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Jobless recovery of 90s (and next recessions)

Per capita Employment
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S10/SF in the early 1990s.
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Change in Supply & Demand & Rent over Time
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Demand, Existing Stock, Rent, and Price

p
p

p=KV

Q4= D(p)

V

P

p: price per unit of real estate space

V: price per unit of real estate capital

k: cap rate

Q: existing capital stock

Q4: quantity of real estate space demand

Source: DeSalvo (2017)

Q*=0

o



Oy

J : depreciation rate
Q,: quantity of supply

Source: DeSalvo (2017)
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é = D(p' Hd)
Qs =SV, 6s)
p = kV_
Qs =00

O=(1/8)S(p/x)

Q4 =D(p)

. P = p(HS, Hd; k' 6)
Q:) g QS = QS (HS' Hd' k: 5)
s V = V(b5 04,k 6)
Q T Q(HS: Hd' k! 5)
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Rent/unit

Market rent

Demand

Vacancy

A
Y

Units of space

Equilibrium Existing stock
occupancy of space
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