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Market Tracker
*Arrows = Current Qtr Trend

Bay Area Office Immune to Economic Doldrums

The overall vacancy for office space throughout the San Francisco Bay region currently
stands at 14.7%. This is down from the 15.3% level recorded just three months ago and
marks the sixth consecutive quarter of vacancy declines in the region. Vacancy has been on
a downward trajectory since peaking at 17.5% during the first quarter of 2010 and the pace
of these declines has only escalated heading into 2011. The market absorbed over 1.3
million square feet of space during the third quarter. Year-to-date occupancy growth now
tops 4.8 million square feet, the largest amount of growth since 2005 when the market
closed the year with over 6.2 million square feet of positive net absorption. This is despite
the fact that the economic malaise that has dominated headlines since August has had an
impact on the local marketplace. In the face of renewed economic uncertainty, many space
users have reacted with caution—scaling back, postponing or even cancelling planned
growth. But while this trend has played out locally as a backsliding warehouse sector and
decreased R&D activity, it has had little impact on the region’s exploding tech market, which
is what continues to drive activity in the region.

Tech players are leading the region’s current office boom and the market is actually already
surpassing the growth levels that were recorded at the beginning of the first tech boom in
1997. The overwhelming majority of both deal activity and occupancy growth has come
along the Highway 101 corridor, where tech companies have traditionally clustered. That
being said, while the region’s North and East Bay markets have experienced little benefit
from this trend so far, both the East Bay I-80/880 Corridor and Marin County markets turned
in exceptionally strong performances during the third quarter. The East Bay posted its
strongest occupancy growth of the year with over 306,000 square feet of positive net
absorption in the third quarter. Marin County recorded 91,000 square feet of occupancy
growth. Still, the lion’s share of growth continues to come from just three markets. In San
Francisco County, the current boom has equated to year-to-date net absorption of over two
million square feet of space. Third quarter occupancy growth topped 600,000 square feet.
Vacancy here now stands at 12.2%, down from 12.9% last quarter and a peak of 16.5%
during the first quarter of 2010. The average asking rental rate of $3.03 per square foot (on
a monthly full service basis), is up 14% from the $2.66 mark posted exactly one year ago.
Santa Clara County has absorbed over 1.9 million square feet of space so far this year.
Vacancy here now stands at 15.0%, down from 15.7% last quarter; asking rents have held
steady in the $2.55 to $2.60 per square foot range. San Mateo County actually incurred a
modest occupancy loss of 26,000 square feet this quarter, but year-to-date net absorption
levels remain above 961,000 square feet, Vacancy in San Mateo currently stands at 13.6%,
up from the 13.5% level of three months ago, but down considerably from the 18.3% peak
that was recorded during the second quarter of 2009. Despite this quarter’s weak
performance, rental rate growth in the San Mateo market remains strong. The current
average asking rate of $3.16 per square foot is up 19% from the $2.65 level posted exactly
one year ago.

Looking forward, big picture economic uncertainty will have little impact on the booming
tech sector. We are currently tracking at least 13 million square feet of combined office and
R&D tenant space requirements throughout the region that could land over the next 24
months. We expect the marketplace to close 2011 having recorded total office occupancy
growth of roughly 5.5 million square feet and with vacancy levels at, or near, 14.3%. Most
of that growth will occur along the 101 Corridor, but vacancy levels will be on the decline in
most of the region’s markets. Rents will follow these trends. Markets along the 101
Corridor are already posting growth ranging from 15% to 20%.
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Economic Indicators

Q3 11 Q3 10

Bay Area Employment 3.296M 3.276M

Bay Area Unemployment* 9.86% 10.71%

U.S. Unemployment 9.1% 9.6%

U.S. CCI 49.93 50.94

*Bay Area includes Alameda, Contra Costa, Marin, Napa, 
San Francisco, San Mateo, Santa Clara, Solano, & Sonoma Counties
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INVENTORY SUBLET VACANT DIRECT VACANT
VACANCY

RATE
CURRENT NET 
ABSORPTION

YTD NET 
ABSORPTION

UNDER 
CONSTRUC-

TION

AVERAGE 
ASKING RENT 

(ALL Classes)

AVERAGE 
ASKING RENT 

(CLASS A)

Submarket

Marin County 9,696,491 352,465 1,405,484 18.13% 90,644 207,948 0 $2.44 $2.47 

San Francisco County 82,778,844 1,135,799 8,966,710 12.20% 609,751 2,046,587 0 $3.03 $3.26 

San Mateo County 31,061,856 634,194 3,587,198 13.59% -26,023 961,373 0 $3.16 $3.55 

I-80/880 Corridor 31,980,030 548,362 4,785,003 16.68% 305,722 -14,495 0 $2.11 $2.33 

North I-680 Corridor 16,822,319 279,611 2,629,389 17.29% 89,398 -5,206 0 $1.87 $2.06 

Tri-Valley 21,924,407 249,458 3,881,227 18.84% -77,396 -293,660 0 $1.82 $1.97 

Santa Clara County 58,214,420 771,704 7,996,066 15.06% 353,253 1,912,358 0 $2.55 $2.97 

Office Class Breakdown

Class A 143,100,202 3,099,301 19,183,665 15.57% 753,475 2,832,840 0 $2.82 

Class B 78,690,089 698,660 10,567,050 14.32% 594,558 1,957,866 0 $2.21 

TOTAL 252,478,367 3,971,593 33,251,077 14.74% 1,345,349 4,814,905 0 $2.55 $2.82 

*Office asking rates converted to Full Service

Key Lease Transactions Q3 11

PROPERTY SF TENANT TRANSACTION TYPE CITY

Bridgepointe Pkwy 450,497 Sony Expansion/Relocation San Mateo

455 Great America Pkwy 257,155 Avaya Renewal Santa Clara

6001 America Center Dr 212,863 PolyCom, Inc. Migration/Relocation San Jose

1600 Technology Dr 194,000 Atmel Relocation San Jose

1800 Seaport Blvd 119,730 Zazzle Expansion/Relocation Redwood City

900 Cherry Ave 102,252 Confidential Expansion San Bruno

101 Redwood Shores Pkwy 100,000 Perfect World Expansion/Relocation Redwood Shores

185 Berry St 87,500 DropBox Expansion/Relocation San Francisco

3975 Freedom Cir 82,771 KPMG Relocation Santa Clara

333 W Santa Clara St 81,213 Comerica Bank Renewal San Jose

Office Submarkets
Bay Area
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About Cassidy Turley

Cassidy Turley is a leading commercial real estate services provider with more than 3,400

professionals in more than 60 offices nationwide. The company represents a wide range of

clients—from small businesses to Fortune 500 companies, from local non-profits to major

institutions. The firm completed transactions valued at $18 billion in 2010, manages 455 million

square feet on behalf of private, institutional and corporate clients and supports more than

25,000 domestic corporate services locations. Cassidy Turley serves owners, investors and

occupiers with a full spectrum of integrated commercial real estate services—including capital

markets, tenant representation, corporate services, project leasing, property management, project

and development services, and research and consulting. In 2010, the firm enhanced its global

service delivery outside of North America through its partnership with GVA. Please visit

www.cassidyturley.com for more information about Cassidy Turley.


