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San Diego’s industrial market for specialized and logistics space is firing on all cylinders. Rents are 
up more than 13% year over year while the vacancy rate has dropped 1% in the past year to 2.4%. 
Both metrics are trending at historical levels.

Given that the median time on market for industrial space is trending at two months, representing 
the market's lowest level in more than 15 years, sourcing available industrial space in the region has 
become increasingly difficult.

Through the second quarter of 2022, the amount of available industrial space in San Diego had 
fallen for seven straight quarters, reaching a 15-year nadir of only 4.4 million square feet, or just 2.8%

of existing inventory. That figure bumped back up above 5 million square feet during the third 
quarter after a few buildings broke ground in September.

Firms in need of warehouse and distribution space have driven leasing activity, with a surfeit of 
activity located in the South County area of Otay Mesa. It is there that firms including Amazon, 
Home Depot, Global Logistics and Fulfillment, Ontrac and G-Global Logistics have signed 
significant expansions in 2022, siphoning off most of the larger available logistics facilities in the 
process.

On the opposite end of region, North County, which is more tied to manufacturing, has seen a 
similar rising tide of demand. Firms from Aptera Motors, Cymer Laser Technologies and Gnarlywood 
have added space here in 2022.

Many of these companies have established a footprint along the state Route 78 corridor. 
Stretching from Carlsbad to Vista, the area employs more than 40,000 people with an economic 
impact of $18 billion annually, according to Innovate78. Computer and electronic product 
manufacturing accounts for nearly one-third of those jobs here, solidifying the local manufacturing 
ecosystem.

But given the dwindling available inventory in San Diego, leasing activity has somewhat stalled 
over the past several quarters. While San Diego averaged more than 2.5 million square feet of new 
quarterly leasing activity earlier in the pandemic, that number has fallen to an average of about 
1.9 million square feet over the past four quarters.

There hasn’t been a concurrent rise in construction to match increasing demand. Since 2018, 
when the vacancy rate was nearly 4%, the San Diego industrial market has only had an average of 
1.6 million square feet under construction, if Amazon’s 3.4 million-square-foot build-to-suit project 
isn’t counted.

There’s only about 1.8 million square feet under construction across San Diego, of which about 1.1 
million square feet is available for lease. While that should provide a modicum of relief for tenants 
seeking out new space, it’s still the smallest industrial pipeline here since the end of 2020.

Developers are trying to fill the gap, even if activity remains relatively mild. During the third quarter, 
Majestic Realty broke ground on two more buildings at Landmark at Otay, totaling nearly 500,000 
square feet. They are scheduled to deliver next year. The first two buildings in the campus opened 
earlier this year and were fully leased before the end of the first quarter. The largest tenant, RL 
Jones, leased one building at 153,000 square feet, while the other was leased to four tenants 
totaling nearly 220,000 square feet.

In Chula Vista near Otay Mesa, Rockefeller Group broke ground on the three-building Heritage 
Industrial Park during the third quarter. Totaling 200,000 square feet, it is scheduled to open in 2023 
and is fully available.

Given the difficulty of moving projects through the entitlement phase, coupled with supply chain 
issues, San Diego might not see the necessary uptick in development needed to satiate local 
industrial demand.
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