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Market Observations

@ Economy

— The peninsula region’s labor market remained stable to start the year amid shifting
macroeconomic conditions. February’s 3.8% unemployment rate remained lower than
the 4.1% five-year historical average but is up from 3.4% in the previous quarter.

— Year over year, job gains have been most pronounced in the leisure/hospitality and
education/health services industry.

— A"higher for longer” view of the interest rate environment has taken hold for investors,
as U.S. inflation has remained persistently high over the last few months with core
inflation hovering around 3.8%, nearly double the Fed'’s long-term target.

— The Fed now sees two to three interest rate cuts in 2024 but forecasts fewer cuts than
before in 2025. In comparison, markets were anticipating up to eight rate cuts in 2024.

M Major Transactions

— Roblox completed the largest deal of the quarter, subleasing 133,137 SF from
Momentive in Station 4 of the Bay Meadows Project in San Mateo.

— Cloud-based software company Momentive completed the second-largest deal of the
quarter, subleasing 61,773 SF from Roblox in the Franklin Templeton project in San
Mateo.

— The most notable building to change hands this quarter was the 19,200-SF Class C
building located at 1575 Bayshore Highway in Burlingame, which was acquired for
$6.4 million, or $333/SF.
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Leasing Market Fundamentals

— Following seven consecutive quarters of negative net, the region recorded 49,000 SF
of positive absorption to start the year.

— Market-wide vacancy increased slightly to 18.2% this quarter, up from 18.1% in the
previous quarter and 13.0% one year ago. On the sublease front, vacancy counted for
6.1% of the total inventory and 33.3% of the total vacancy this quarter, compared with
6.4% of the total inventory and 36.9% of the total vacancy in the previous quarter.

— Market-wide availability was recorded at 20.5%, on par with the previous quarter.

— Increasingly high availability rates in distressed properties have started to soften the
office market and drive down rates, demonstrated by the fact that average asking
rates decreased or remained stagnant in 11 out of the 12 major submarkets this
quarter.

@ Outlook

— After hitting bottom in the second quarter of 2023, the North Peninsula office market is
now in recovery mode. Since then, active tenant demand has increased more than
300% and leasing activity is up over 150%. Early signs point to a continued improving
environment, with net absorption exiting the red for the first time in seven consecutive
quarters and stabilizing vacancy.

— Despite a significant uptick in leasing activity this quarter, market-wide vacancy and
availability remained virtually unchanged, which demonstrates that majority of tenants
are renewing, not expanding. Direct and expansion leases that are getting signed
continue to be located in high-quality amenitized projects, buildings that have been
recently renovated or in fitted spaces that ultimately save tenants upfront capital.
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Metro Employment Trends Signal a Slowing, Tighter Economy

The region’s unemployment rate rose closer to the national average in recent months. Furthermore, the nonfarm employment in the region is down 1.4% year over year, a stark
difference compared with the 1.8% increase nationally.

Nonfarm Payroll Employment, Non-Seasonally Adjusted, 12-Month % Change

Unemployment Rate, Non-Seasonally Adjusted
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Source: U.S. Bureau of Labor Statistics, San Francisco-Redwood City-South San Francisco
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Employment in Information Industry Down 11.5% Year over Year

Leisure and Hospitality as well as the Education and Health sectors had the largest year-over-year increases of any industry. The Information sector highlighted the largest decline

Employment Growth by Industry, 12-Month % Change, February 2024

year-over year of any industry.

Employment by Industry, February 2024
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Overall Office-Using Employment Dips Below Pre-Pandemic Total

After surging above pre-pandemic totals for several quarters, total office-using employment is now 1.8% below the pre-pandemic mark and 9.6% lower than the 2022 highpoint.

Office-Using Employment® and Unemployment Across All Industries
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Source: U.S. Bureau of Labor Statistics, San Francisco-Redwood City-South San Francisco
Note: November 2023 data is preliminary.
*Office-using employment includes employment in the following industry sectors: Professional & Business Services, Financial Activities and Information.
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Deal Velocity Continues to Rebound

Total leasing activity for the quarter measured 1.0 million SF, marking a 53.7% increase quarter-over-quarter and 25.0% increase year-over-year. Class A leasing accounted for 82% of
the total amount of SF transacted this quarter, followed by Class B at 15% and Class C at 3%. This follows a quarter in which Class A leasing accounted for 80% of the total amount of
space transacted, followed by Class B at 13% and Class C at 7%.

Total Leasing Activity (MSF)
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Tech Rebounds to Start the Year

The largest leases signed in the first quarter of 2024 were all executed by tech tenants.

Percentage of Total SF Leases Among Leases Greater than 25,000 SF
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Active Tenant Demand Inches Higher

Tenant demand increased to 2.86 million SF this quarter, up from 1.84 million in the previous quarter and 649 KSF one year ago.

Vacant Space and Active Tenant Demand as Percent of Overall Market
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Construction Activity Remains Flat

The total volume of under-construction product in the North Peninsula market decreased in the first quarter of 2024 and was recorded as 920,000 SF, with 28.6% of that under-
construction figure already preleased. Development remains historically low, with 67.7% of ongoing construction located in Downtown submarkets. On the completion side, 300 S.
Ellsworth Avenue in Downtown San Mateo was delivered fully vacant this quarter.

Office Under Construction (MSF)
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1Q24 Market Activity

There were 12 transactions 20,000 SF or greater executed this quarter, compared with five in the previous quarter and 11 one year ago.

Notable Lease Transactions

Tenant Building(s) Submarket Type Square Feet

Roblox 3050 S. Delaware St San Mateo Sublease (Lease Assignment) 133,137

Online gaming company Roblox completed the largest deal of the quarter, subleasing 133,137 square feet from Momentive in Station 4 of the Bay Meadows project.

Odoo 8000 Marina Blvd Brisbane Direct Lease 57,512

Business management software company Odoo leased 57,512 square feet at 8000 Marina Blvd. in Brisbane for the third-largest deal of the quarter.

Replit 1001 E. Hillsdale Blvd Foster City Direct Lease 48,815
Software creation company Replit completed the fifth-largest deal of the quarter, leasing the fourth floor at 1001 E. Hillsdale Blvd. in Foster City through May 2027.

Source: Newmark Research
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North Peninsula- Submarket Map
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For more information:

Chris Teranishi
Senior Market Analyst
North Peninsula Research

Chris.Teranishi@nmrk.com

Newmark San Mateo

2950 South Delaware Street
Suite 125

San Mateo, CA 94403

t 650-341-5800

Corporate CA RE #: 00832933

nmrk.com

Newmark has implemented a proprietary database and our tracking methodology has been revised. With this expansion and refinement in our data, there may be adjustments in historical statistics including availability, asking rents, absorption and effective rents. Newmark Research Reports are

available at nmrk.com/insights.

All information contained in this publication (other than that published by Newmark) is derived from third party sources. Newmark (i) has not independently verified the accuracy or completeness of any such information, (ii) does not make any warranties or representations, express or implied,
concerning the same and (iii) does not assume any liability or responsibility for errors, mistakes or inaccuracies of any such information. Further, the information set forth in this publication (i) may include certain forward-looking statements, and there can be no guarantee that they will come to pass, (ii)
is not intended to, nor does it contain sufficient information, to make any recommendations or decisions in relation to the information set forth therein and (iii) does not constitute or form part of, and should not be construed as, an offer to sell, or a solicitation of any offer to buy, or any recommendation
with respect to, any securities. Any decisions made by recipient should be based on recipient’s own independent verification of any information set forth in this publication and in consultation with recipient’s own professional advisors. Any recipient of this publication may not, without the prior written
approval of Newmark, distribute, disseminate, publish, transmit, copy, broadcast, upload, download, or in any other way reproduce this publication or any of the information it contains with any third party. This publication is for informational purposes only and none of the content is intended to advise
or otherwise recommend a specific strategy. It is not to be relied upon in any way to predict market movement, investment in securities, transactions, investment strategies or any other matter. If you received this publication by mistake, please reply to this message and follow with its deletion, so that
Newmark can ensure such a mistake does not occur in the future.
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