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National Highlights 
 Demand continues to improve in all markets; however, 

with an average wholesale deal size of 500kW, 
compression is apparent 

 A number of colocation companies are looking for large 
footprints in the U.S. and Canada. 

 The lack of supply in tertiary markets has increased the 
focus from wholesale & colocation companies. 

 Enterprises remain cautious to make significant 
decisions, continuing to limit transaction velocity. 

 The Supreme Court ruling mandating electronic medical 
records has prompted an uptick in activity from the 
healthcare sector. 

 A number of investment sales under contract hovering 
around 8% capitalization rates. 

 Several large Web 2.0 users will absorb three of the 
larger blocks of wholesale space by year end . 

 State and local governments seeking to lure data center 
users in what is still a competitive climate are offering 
benefits beyond the typical exemption of state sales tax 
on servers, such as full or partial exemption of sales/use 
taxes on equipment, employment, construction 
materials, electricity and/or backup fuel purchases. 

3rd Quarter 2012 

 Northern Virginia has seen a perfect storm of economic 
conditions, including new supply, lack of demand from 
the government sector, a decrease in deal size for 
wholesale users and a surplus of second-generation 
space or sublease space coming to the market.  The 
result has been a reduction in pricing of 15%, with 
pricing expected to remain stagnant for the next 12 to 
18 months. 

 There are seven options with 1 MW and one option 
(Corporate Office Properties Trust) with greater than 6 
MW currently available for immediate occupancy. 

 Excess inventory has led to an increase in concessions, 
including rent abatement, favorable expansion options, 
cash allowance for equipment installation and caps on 
PUE & utility costs. 

 Recently passed legislation has been credited to 
attracting new wholesale lease transactions. 

 Demand for space in the 500kW range is heating up, 
causing increased competition among wholesale and 
retail colocation providers.  

 The federal sector and contractors continue to delay 
plans to lease wholesale space in large chunks. 

 The investment market has been vibrant, with 
developers and users purchasing land or existing 
powered shells for up to 100 MW of potential new space. 
A segment of the market is placing their bets early that 
the federal and private sectors will come back in 2013 
and 2014. Colocation providers, government integrators 
and a select few enterprise users are leasing/purchasing 
powered shells putting them in a position to control 
their own destiny and build quickly to meet market 
demand. 

 
Transaction Summary 
 Northern Virginia has consummated more than 25 MW 

of wholesale, “turnkey” deals in the first half 2012. 
Wholesale transaction highlights include: 

 Two users totaling 18.4 MW – ACC6 (DFT) 
 Multiple users totaling approximately 2.2mW – 

Building F (DLR) 
 There are three, 5-7 MW deals currently under 

consideration in the Northern Virginia market – 
expect lease signings by year end.  

Northern Virginia Spotlight 
 In the last three years, the number of wholesale 

providers in the D.C. metro area offering Tier III purpose-
built data centers has more than doubled. Many of the 
major providers/operators in Northern Virginia, 
including Corporate Office Properties Trust (COPT), 
Digital Realty Trust (DLR), DuPont Fabros Technology 
(DFT), Equinix (EQIX) and RagingWire, have commenced 
construction on new data center builds.  

 Average rental rates for wholesale lease transactions 
range from $125-145/kW on a modified gross basis for 
buildings engineered to an N+1 design. OpEx ranges 
from $23-30/kW; PUE ranges from 1.2-1.8, with the 
majority of properties falling below 1.5, and power 
densities averaging 120-220 watts psf. Comparatively, 
2010 wholesale rates ranged between $140-$160/kW. 
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