
TRI-VALLEY OFFICE

Economic Indicators

Q3 11 Q3 10

East Bay Employment* 1.26M 1.27M

East Bay Unemployment* 10.6% 11.5%

U.S. Unemployment 9.1% 9.6%

U.S. CCI 49.93 50.94

*East Bay includes Alameda & Contra Costa Counties
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National Slowdown Impacting Local Market

Vacancy within the Tri-Valley office market now stands at 18.8%, up from 18.5%
last quarter. This marks the second consecutive quarter in which vacancy has
inched upward. While many of the greater San Francisco/Silicon Valley region’s
office markets are continuing to experience a new boom driven by tech users, this
trend has had little impact on the inland East Bay where the tenant mix is
dominated by personal, financial and business services users as opposed to tech
startups. The slowdown in the overall economy has only further hampered local
recovery. In the face of renewed economic uncertainty, many space users are
delaying or shelving growth plans. Gross absorption, or total deal activity, dropped
55% during the first quarter, from 831,000 to 453,000 square feet.

While deal activity dropped, the deals that were inked were primarily renewals and
smaller deals. Landlords continue to offer aggressive deals to boost their
occupancy rates and “blend & extend” early renewals are still a part of the
landscape here. Among the most notable deals signed in the third quarter were
leases for Fluor Engineering, Taleo Corporation and Epicore Software. Still, with
more space users postponing moves, the market ended the quarter in the red. The
Tri-Valley office market recorded 77,000 square feet of occupancy losses during
the third quarter of this year. This marks the fourth consecutive quarter of
negative net absorption. Year-to-date losses now stand at 294,000 square feet.

Not all submarkets have fared equally. San Ramon, with over nine million square
feet of inventory, accounted for the lion’s share of this quarter’s occupancy losses
with over 71,000 square feet of negative net absorption. Vacancy here increased
from 15.8% to 16.6% over the past three months. Despite this, the average
asking rent here actually increased slightly to $2.00 per square foot (on a monthly
full service basis). Pleasanton, with nearly 8.8 million square feet of product, lost
just 11,000 square feet of occupancy in the third quarter. Pleasanton’s vacancy
crept up from 19.8% to 20.0%, but asking rents have remained stable at $1.75
per square foot. The Dublin market actually recorded occupancy growth to the
tune of 48,000 square feet. Vacancy here dropped from 17.0% to 15.2% while
asking rents continued to hover in the $1.63 range. Livermore, the region’s
smallest trade area, saw vacancy creep up from 29.9% to 33.0%.

Economic uncertainty will continue to slow deal flow at least for the immediate
future. While we don’t see a double-dip recession as likely, we do see flat growth
as a given over the final months of the year. Space users will continue to delay or
postpone moves in the meantime. Though we may see still more user
consolidations in the coming quarter, the worst of this trend is behind us.
Unfortunately, the probability is high that the market will post negative absorption
again in the fourth quarter. While rents had been stabilizing, there will be
increased downward pressure on lease rates the longer that deal activity remains
tepid. However, with many landlords already aggressively slashing rates to land
tenancy, there is not much farther that they can fall.
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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

Dublin 2,701,339 7,634 403,921 15.2% 48,866 74,496 0 $1.63 $1.83

San Ramon 9,014,657 179,923 1,317,024 16.6% (71,293) (181,637) 0 $2.00 $2.03

Pleasanton 8,784,036 39,126 1,713,326 20.0% (11,039) (50,101) 0 $1.75 $1.96

Livermore 1,414,375 22,775 446,956 33.0% (43,930) (138,418) 0 $1.66 $1.66

Office Class Breakdown

Class A 15,403,468 205,456 2,513,061 17.7% (39,503) (230,266) 0 $2.00

Class B 4,807,156 39,002 1,149,976 24.7% (45,037) 4,270 0 $1.57

TOTAL 21,924,407 249,458 3,881,227 18.8% (77,396) (293,660) 0 $1.85

*Office asking rates converted to Full Service

Key Lease Transactions Q3 11

PROPETY SF TENANT TRANSACTION TYPE SUBMARKET

4120 Dublin Blvd 70,000 Fluor Renewal / Expansion Dublin

4140 Dublin Blvd 60,000 Taleo Corporation Renewal / Expansion Dublin

4511 Willow Rd 25,000 ADT/Tyco Renewal Pleasanton

7180 Koll Center Pkwy 11,300 Benesys Inc Relocation Pleasanton

6601 Koll Center Pkwy 8,900 Echopass Corporation Renewal / Expansion Pleasanton

11533 Dublin Canyon Rd 7,500 Montessori School Relocation Pleasanton

6800 Koll Center Pkwy 7,100 Junction Solutions Relocation Pleasanton

Office Submarkets
Tri-Valley
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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.


