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San Diego's office market has weathered occupancy losses better than other major U.S.
cities due to its innovation and military sectors. Despite this, leasing activity is expected
to remain below pre-pandemic levels, with rent growth stagnant. Vacancy rates, while
currently only moderately higher than pre-pandemic levels, are set to rise, potentially
exceeding 14% with upcoming projects. New leasing is down by about 20%, mainly
driven by smaller tenants, while larger ones prioritize space efficiency. Pricing, rather
than quality, may drive demand, with high-end properties like La Jolla Commons
commandingtop rents. Tenants now negotiate forlargerconcessions, leadingtorealrent
decreases, with norecovery expected soon duetoabundantavailable space and sublets.

MARKET INDICATORS Q12024 Q4 2023 Q3 2023 Q2 2023 Q1 2023
12 Mo. Net Absorption SF (407,836) (180,438) (667,128) (1,049,570) 352,378
Vacancy Rate 11.3% 10.9% 11.2% 11.0% 10.7%
Avg NNN Asking Rate PSF $3.20 $3.20 $3.19 $3.19 $3.18
SF Under Construction 4,414,829 4,414,829 4,257,720 3,799,233 3,737,290
Inventory SF 119,379,259 119,379,259 119,225,777 119,056,631 119,124,818
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TOP SALE TRANSACTIONS BY SF SIZE SALE PRICE BUYER / SELLER BUILDING CLASS
ZS:%?QO;OO: E”Aars e 161,068 SF 5122’9088’839 Westg:'gZEoPraprtners Class B

San Dioge, A+ 70,602 5F $17119 PP TEpanse Class B
N
TOP LEASE TRANSACTIONS BY SF SIZE LANDLORD TENANT TENANT INDUSTRY
;;i(gg;(i(?AEl Camino Real 230,133 SF Brs;'gzx:gh Pfizer Pharmaceutical
ZZ?%?Z;; E(?Awne Centre Drive 126,607 SF The Irvine Company Lytx Information
2385 Northside Drive 22,266 SF City Office REIT, Inc. Undisclosed Undisclosed
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_ The info //:/- and details contain have begn obtained from thlrd—péﬁﬂc&rce fble[lgyea"lf‘b"be(e\l;@ble, however, Lee & Associates has not
\independently verified its accuracy. Lee & Associates makes no representations, guaianféés,\p@re:ss or implied warranties of any kind regarding the

f _— ~ 3
: ~ac ao  completeness of the information and details provided herein, including but not Iimited*tgﬂbelnplied warranty of suitability and fitness for a
‘particular, —~

purpose. Interested parties should perform their own due diligence regarding the accuracy of the information.
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he info matioﬁ provided herein, including any sale or lease terms, is being provided subject to errors, omissions, chaﬁgeé?)‘fprice_gr conditions, prior

) ﬁal/ orlease, and vg}'thdrawal without notice. Thffd-pa&y data sources: CoStar Group, Inc., The Economist, U.S. Bureau of Economic Analysis, U.S. Bureau
/=] /[ “of Labor Statisti(!;”Congressiona/ Budget Office, Eurobeqn Central Bank, GlobeSt.com, CoStar Property, and Lee & Associates Proprietary Data. ©
:4 © Copyrigh/ 2023 Lee & Associates all rights reservg}ﬁﬂ’%ﬁgﬂ—party Image sources: sorbis/shutterstock.com, shuﬁer;fzgnk. com, pixabéjitom, istock.com
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