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$5 

$10 

$15 

$20 

$25 

QUANTITY OF SPACE (Mil 

REAL RENT 

3.5 4 4.5 5 5.5 6 6.5 

D1 

D2 

LRMC 
16 

13 

S2

(1) Expecting demand to grow from D1 to D2, developers built 

1 million SF new space (Chemed Ctr & 312 Walnut).



(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 D0, 

with recession of 1991).
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Jobless recovery of 90s (and next recessions)



Jobless recovery of 90s (and next recessions)

Per capita Employment

Source: Siu and Jaimovich (2012)



(3) Net rents fell from $16/SF to $13/SF or even as low as 

$10/SF in the early 1990s. 
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Change in Supply & Demand & Rent over Time
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p: price per unit of real estate space
V: price per unit of real estate capital
k: cap rate
��: existing capital stock
��: quantity of real estate space demand
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Source: DeSalvo (2017)

Demand, Existing Stock, Rent, and Price



� : depreciation rate

��: quantity of supply
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Source: DeSalvo (2017)

New-Stock Supply in Long-Run Equilibrium
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