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Deal Volume Remains Strong; Office Leads the Way

Investment activity continued to be robust throughout the Bay Area in the first quarter. We
tracked 92 major deals over the first three months of the year that accounted for total deal
volume of just under $2.5 billion. While this marks a slight decline from the nearly $2.9
billion in sale activity that we tracked last quarter, these numbers remain well above recent
averages. From 2009 through 2011 the market averaged quarterly deal volume of roughly
$1.9 billion, though those numbers have been on the upswing as of late.

In terms of geography, Silicon Valley led all other trade areas for the second consecutive
quarter, recording over $969 million in total deal volume. This marked a slight decline
from the $1.2 billion in sales inked here last quarter. The San Francisco market followed
with over $733 million of mostly office transactions—this surpassed the $720 million
posted last quarter. Nearly $384 million worth of deals were inked in the San Francisco
Peninsula market, more than doubling last quarter’s total of $117 million. Meanwhile, the
East Bay accounted for just under $261 million in sales, reflecting a sharp drop from last
quarter’s reading of $610 million. The East Bay also saw a decline in total sales volume,
recording $119 million in total transactions, down from last quarter’s $229 million. With
nearly $784 million in total deal volume, private investors accounted for the bulk (32%) of
sales activity in the region. REITs accounted for over $601 million in total transactions, or
roughly one in four deals. Meanwhile, user sales accounted for over $552 million in
volume, or approximately 22% of all transactions.

The office sector accounted for 39 transactions and total deal volume in excess of $1.1
billion. The San Francisco market alone accounted for $374 million of that total. The
average price of office properties that traded increased to $277 per square foot from 2011’s
$225 average. San Francisco achieved the highest pricing at $471 per square foot. The
average cap rate on office properties that traded throughout the region over the first three
months of 2012 was 6.9%--up from last year’s average of 5.8%. San Francisco’s 5.4% cap
rate is the region’s lowest.

We tracked 16 industrial sales that accounted for total sales volume in excess of $192
million. This is down nearly 80% from the $948 million in deals that closed last quarter
and reflects the fact that office and multifamily remain the most desired investment
property types as well as the fact that there has been very little in the way of institutional
quality industrial product available for sale. The average price of industrial properties that
traded was $98 per square foot, down from last year’s average of $108. The average cap
rate climbed from 6.9% to 8.0% during this time primarily because deal activity continued
to be focused on distressed properties.

The region’s retail sector saw 15 sales that combined for more than $545 million in total
sales volume. This number is five-fold from the $107 million traded last quarter. Silicon
Valley led the way, accounting for nearly $365 million in total deals. The average price of
properties that traded was $225, up from last year’s average of $169. The average cap rate
fell from 7.0% to 6.7%. While retail remains in strong demand, investors are still primarily
looking for trophy assets and single tenant properties with strong tenancy in place.

We tracked 22 multifamily properties that sold for a total deal volume of just under $600
million. Silicon Valley topped all other markets with $268 million in sales. The average
price per unit was $203,000—down from $225,000 last quarter. The average cap rate of
5.3% is down from the 5.5% average posted last year. Demand for institutional grade
multifamily projects remains extremely high, but sales volume has been adversely impacted
by a lack of available projects in the marketplace.
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Economic Indicators

Q1 12 Q1 11

Bay Area Employment 3.412M 3.254M

Bay Area Unemployment* 8.91% 10.23%

U.S. Unemployment 8.3% 9.0%

U.S. CCI 66.15 66.88

*Bay Area includes Alameda, Contra Costa, Marin, Napa, 
San Francisco, San Mateo, Santa Clara, Solano, & Sonoma Counties
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Market

East Bay 15 $260.5M 1.2M $139.77 558 $125,918 6.2% 8.1% 6.6% 6.6%

North Bay 8 $119.2M 0.486M $74.34 604 $137,546 8.0% 8.0% N/A 5.7%

San Francisco 24 $733.0M 1.5M $392.60 709 $243,230 5.4% N/A 5.0% 4.8%

Peninsula 7 $383.6M 0.960M $393.59 37 $154,054 N/A N/A N/A N/A

Silicon Valley 38 $969.4M 4.2M $168.29 1047 $256,108 6.7% N/A 7.0% 4.6%

TOTAL 92 $2.466B 8.4M $225.51 2,955 $202,922 6.9% 8.0% 5.7% 5.3%

Statistics reflect year-to-date 2012 activity
*Excludes multi-family sales

Key Sale Transactions Q1 12

PROPERTY MARKET USE PRICE BUYER

The Park Kiely Silicon Valley Multi-Family $235.0M Ivanhoe Cambridge 

Lakeside Village East Bay Multi-Family $110.0M
Standard Property Company JV Jackson 
Square JV Boston Financial 

Hayward Business Park East Bay Industrial $103.0M PS Business Parks (PSBP) 

Landmark At Shoreline Silicon Valley Office $99.3M Google 

390 Main St San Francisco Industrial $93.0M Barnes RHPO Partners, LLC

350-370 3rd St San Francisco Office $92.0M LP 370 Third Owner LLC

Arches Silicon Valley Multi-Family $89.5M
Sares-Regis Group JV JP Morgan Capital 
Partners by CB Richard Ellis

100 Harrison St San Francisco Industrial $85.0M JMA Ventures

2440 W El Camino Real Silicon Valley Office $69.9M Tishman Speyer

1565 Charleston Rd Silicon Valley Office $66.0M Dividend Capital Total Realty Trust
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About Cassidy Turley

Cassidy Turley is a leading commercial real estate services provider with more than 3,500

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 $22 billion in 2011, manages 455 million

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

28,000 domestic corporate services locations. Cassidy Turley serves owners, investors and tenants

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. Cassidy Turley enhances its global service

delivery outside of North America through a partnership with GVA, giving clients access to

commercial real estate professionals across the globe. Please visit www.cassidyturley.com for more

information about Cassidy Turley.
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