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Since 2020, San Diego's office market has fared better than national counterparts,
benefiting from resilient core industries like innovation and military sectors. Despite
positive net absorption in 24Q2, vacancy has risen by about 250 basis points since the
pandemic’s onset, heading towards a potential peak of nearly 14%. Downtown projects
like Campus at Horton and RaDD, totaling 2.4 million SF, are set to escalate vacancy,
potentially exceeding 35%. High concessions and stagnant rent growth of 0.8% YoY
reflect tenant leverage, exacerbated by 20-year high in sublet space. With substantial
new supply and leases from pre-pandemic periods yet to expire, San Diego faces
challengesavoiding peak vacancy and sustaining rentlevels acrossits key office markets.

MARKET INDICATORS Q2 2024 Q1 2024 Q4 2023 Q3 2023 Q2 2023
12 Mo. Net Absorption SF (22,298) (487,502) (108,883) (681,781) (1,085,591)
Vacancy Rate 11.8% 11.3% 10.9% 11.1% 10.9%
Avg NNN Asking Rate PSF $3.18 $3.17 $3.17 $3.16 $3.15
SF Under Construction 3,665,019 4,475,704 4,415,704 4,258,595 3,808,172
Inventory SF 119,414,280 118,649,690 118,666,555 118,513,073 118,337,088
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TOP SALE TRANSACTIONS BY SF SIZE
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SALE PRICE BUYER / SELLER BUILDING CLASS
$12,141,743 Orum Capital

$92.40 PSF TPG Class A
$22,250,000 IRA Capital LLC Class B
$317.86 PSF Healthpeak Properties

$16,350,000 Sharp Healthcare Class B
$304.01 PSF TDA Investment Group

LANDLORD TENANT TENANT INDUSTRY

DRS Daylight Solutions Manufacturing

HG Fenton City of San Diego Government

Werfen Manufacturing

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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