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San Diego's office market benefits from a diverse mix of defense contractors, healthcare
providers, life sciences firms, and tech companies supported by top universities.
However, challenges persist, especially in biotech demand, leading to a decline in
leasing activity for four consecutive quarters. The office market has become divided,
with newer, well-located assets performing better than older properties. Despite positive
net absorption, vacancy rates remain higher than pre-pandemic levels. Sublet space
availability is at a 15-year high. Rent growth exceeds the national average, but adjusting

for inflation, rents are falling. The market is set to witness a significant influx of speculative

development, although cautious investor sentiment prevails due to rising interest rates.

MARKET INDICATORS Q2 2023 Q12023 Q4 2022 Q3 2022 Q2 2022
12 Mo. Net Absorption SF (1,040,252) 233,917 708,631 1,241,518 2,091,072
Vacancy Rate 11.2% 10.9% 10.7% 10.8% 10.4%
Avg NNN Asking Rate PSF $3.21 $3.20 $3.19 $3.18 $3.16
SF Under Construction 4,102,469 4,051,045 4,051,045 3,901,414 3,901,414
Inventory SF 119,357,491 119,381,678 119,399,555 119,471,566 119,678,607

NET ABSORPTION, NET DELIVERIES, & VACANCY UNDER CONSTRUCTION
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TOP SALE TRANSACTIONS BY SF SIZE SALE PRICE BUYER / SELLER BUILDING CLASS
San Disgo A+ 60,518 57 $394.86 PSF e e Class 3
SonDisgo, A 32,000F 520923 PP 2581 Camine el Rio L7 Class 3
SanDiego CA 2SF  gusosesr  osner N
TOP LEASE TRANSACTIONS BY SF SIZE LANDLORD TENANT TENANT INDUSTRY
gs:i)?:gegug\/: Drive 45,706 SF Irvine Company CoStar Group Software
;jg?gf;c(ia&no Real 30,294 SF Kilroy Realty Undisclosed Undisclosed
7808 scranton Road 23,452 SF CalSTRS / ARE Undisclosed Undisclosed

San Diego, CA

LEE & ASSOCIATES RESEARCH LOCAL EXPERTISE. INTERNATIONAL REACH. WORLD CLASS.



https://www.lee-associates.com/people/?terms=dok&broker=104907
https://s3.amazonaws.com/buildout-production/users/21810/bio.pdf?1553106298
http://www.lee-associates.com/research/
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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. ©
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