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‒ The region’s labor market added 13,600 nonfarm jobs in the 12-month period ending 
February 2024. Office-using industries shed 2,700 jobs during this period.  

‒ Local unemployment was 4.7% in February 2024, up 100 basis points over the past 
year and slightly higher than the U.S. average of 3.7%. Increasing unemployment 
amid nonfarm job growth is typically a sign that less people are reporting self-
employment.

‒ High interest rates enacted by the Federal Reserve to combat inflation have had 
some success in cooling the labor market but have also dampened sales of 
commercial and residential properties.
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Market Observations

‒ Rent growth has stalled out as the average asking rate dipped one cent to $3.37/SF 
in the first quarter, barely up from the average of $3.35/SF a year ago. 

‒ Net absorption posted 243,769 SF in losses this quarter. 

‒ Total vacancy climbed to 16.2%, up from 14.6% in the year-ago quarter. Historically 
high construction levels and impending deliveries suggest vacancy will climb for the 
rest of the year.

‒ Construction hovered near the all-time record, with 5.9 MSF of projects still underway. 
Almost half of this total is based Downtown, and most of the pipeline is being built on 
a speculative basis.

‒ Sublease availability reached a new high of 3.2 MSF. Few sublease deals are being 
executed, and sublease listings are more likely to be taken to market directly by the 
landlord than to be leased.

‒ Sales activity was slow during the first quarter, with the largest transaction being the 
$17.0 million sale of 9573 Chesapeake Drive in Kearny Mesa to private investor 
Arrimus Capital. 

‒ Pharmaceutical giant Pfizer leased 230,000 SF at the under-construction Torrey View 
project in Carmel Valley. Breakthrough Properties is developing the three-building 
project, which is scheduled for delivery this year.

‒ In Sorrento Mesa, medical diagnostics company Natus Medical assumed a 27,450-
SF sublease space that had previously been occupied by CUE Health.

‒ A record amount of office space is under construction even as demand has softened 
due to new work habits and corporate strategies. Vacancy has steadily increased over 
the past five quarters and new deliveries will exacerbate this trend.

‒ Rent growth has died out as vacancy has climbed, and asking rates are likely to 
decline if demand for new space does not pick up significantly. 

‒ The Fed has signaled its intention to cut interest rates starting in 2024, which will 
bring much-welcomed relief to investors deterred by the high cost of lending and 
should spur increased acquisitions.

Major Transactions Outlook

Economy Leasing Market Fundamentals
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At the onset of the pandemic, the San Diego Metro experienced higher rates of unemployment than the national average due to the region’s large tourism and hospitality sectors, but it 
also recovered jobs more quickly starting in 2021. Since April 2023 unemployment has trended upward as the region’s job growth lagged the national average and the unemployment 
rate stood at 4.7% as of February 2024.

Metro Unemployment Climbs As Job Growth Slows

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

Source: U.S. Bureau of Labor Statistics, San Diego-Carlsbad MSA
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Business and professional services is the single largest employment sector in the region, fueling white-collar jobs and office demand, but the industry contracted by 3.2% over the past 
year while the other top five industries grew or remained flat. Office-using jobs in the smaller financial activities and information industries contracted by 2.9% and 5.4% over the same 
period, respectively. 

Office-Using Job Sectors Decline Across the Board

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

Source: U.S. Bureau of Labor Statistics, San Diego-Carlsbad MSA
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Source: U.S. Bureau of Labor Statistics, San Diego-Carlsbad MSA
Note: February 2024 data is preliminary.
*Office-using employment includes employment in the following industry sectors: Professional & Business Services, Financial Activities and Information.

In 2022 San Diego surpassed its pre-pandemic peak of office-using jobs, but employment in these sectors has steadily fallen since this time as the market continues to adjust to new 
work habits and corporate real estate strategies. The region has experienced some modest layoffs, including an announcement by wireless chipmaker Qualcomm that it would shed 
1,000 local workers, but was mostly spared from high-profile layoffs at tech giants. 

Office-Using Employment Has Declined After Peaking At the End of 2022

Office-Using Employment* and Unemployment Across All Industries
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Source: Newmark Research

Net absorption turned negative during the first quarter with 243,769 SF of losses. San Diego’s total vacancy has climbed from 12.1% in 2019 to 16.2% in the first quarter of 2024 as 
new supply and declining demand have compounded over time. The historically high level of construction means vacancy will likely continue to climb throughout 2024.

Absorption Dips into Negative Territory As New Supply Remains a Threat

Historical Construction Deliveries, Net Absorption, and Vacancy
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Source: Newmark Research, CoStar

Leasing activity has lagged the historical annual average since 2021, totaling 6.0 MSF in 2022 and 2023. The first quarter of 2024 saw 1.1 MSF in leasing activity, the worst first 
quarter performance in 15 years. Demand has softened as occupiers reduce their footprints in response to shifting work habits that now include a larger percentage of employees 
either working from home or spending less time in the office due to a hybrid work schedule.

Leasing Activity Slowed Over the Past Two Years

Total Leasing Activity (MSF)
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Source: Newmark Research

Vacancy has climbed after a period of increased availability that exceeded the market’s appetite for new space. Sublease availability has remained relatively stable over the past year, 
but direct availability has steadily increased during the same period. Some of this new direct availability represents former sublease space being taken directly to market by landlords 
after failing to find subtenants. Total vacancy and total availability are now both at their highest levels in more than 10 years. 

Vacancy and Availability at Highest Levels in a Decade

Available Space and Total Vacancy as Percent of Overall Market
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Source: Newmark Research, CoStar

Office construction boomed during the recovery and is now at record levels, currently at 5.9 MSF, slightly off the all-time high set at the end of 2023. Downtown has the most 
construction activity, including IQHQ’s Research and Development District (a ground-up, 1.7-MSF life science campus) and Stockdale Capital’s Horton Plaza (a 700,000-SF creative-
office conversion of an old shopping mall).

New Construction Remains Near Record High

Office Under Construction and % of Existing Inventory
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Rising vacancy and declining demand have taken their toll on asking rates, which dipped slightly in the first quarter to $3.37/SF. Modest increases in 2022 and 2023 were less than the 
rate of inflation. Landlords have mostly stuck by high asking rates, although many are issuing more concessions to secure deals with tenants.

Rent Growth Levels Off After a Decade of Steady Increases

Office Average Asking Rent, $/SF/Month, FS Year-over-Year Asking Rent Growth Rate

Source: Newmark Research, CoStar 
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Class A asking rents have remained stubbornly high while Class B asking rents have softened. Sublease rates have fluctuated as large blocks of modern space hit the market; a fair 
share of which came from companies listing space leased right before the pandemic. Although sublease asking rates have trended upward, the spread between direct and sublease 
rates has generally tightened since 2021.

Class A Rates Barely Hold Steady While Class B Rates Dip

Class A and Class B Asking Rents, $/SF/Month, FS Sublease Asking Rates
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Source:  Newmark Research

Pfizer leased 230,000 SF in two buildings at Breakthrough Properties’ Torrey View project, which is nearing completion, in what was far and away the largest deal of the quarter. The 
other top deals were considerably smaller as leasing activity slowed.

Pfizer Lease Was the Largest Deal of an Otherwise Slow Quarter

Notable 1Q24 Lease Transactions

Tenant Building(s) Submarket Type Square Feet

Pfizer 11202 & 11208 El Camino Real Carmel Valley Prelease 230,000

Pharmaceutical company Pfizer preleased the final remaining space in the three-building Torrey View life science project, which is nearing completion.

Natus Medical 6225 Nancy Ridge Dr Sorrento Mesa Sublease 27,450

Medical diagnostic company executed a sublease assignment, assuming the sublease of Cue Health.

San Diego Workforce Partnership 1111 Bay Blvd Chula Vista Renewal 19,867

Workforce development board renewed the lease for its Chula Vista career center.

Qpex Biopharma 10075 Barnes Canyon Rd Sorrento Mesa Prelease 17,718

Antibiotic drug manufacturer preleased life science space at Building C, under construction in Alexandria Tech Center.

iRhythm Technologies 329 Highway 101 North Beach Cities Expansion 16,797

Digital healthcare company expanded in Zephyr Partners' Sandbox project.



NEWMARK 16

Source: Newmark Research, CoStar

Most availability is concentrated in smaller suites: the average direct listing is 6,139 SF and 50% of available direct space is within suites that are smaller than 11,000 SF. Sublease 
listings are much larger on average, reflecting the trend of occupiers looking to downsize their excess space; the average sublease listing is 11,825 SF and 50% of the market’s 
available sublease space is situated in suites that are 21,000 SF or larger.

Large Spaces Remain Rare Despite Record Availability

Market Segmentation by Square Footage (1,000+ SF Suites)
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Newmark business contact for this information
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Source:  Newmark Research

San Diego Submarket Map and High-Level Statistics | 1Q24
Marketwide Statistics | 1Q24

Current 
Quarter

Prior 
Quarter Year Ago 12-Month 

Forecast

Total Inventory (SF) 73.2M 73.1M 72.2M h

Total Vacancy Rate 16.2% 15.7% 14.6% h

Qtr. Net Absp. (SF) -244K 298K -248K h

Average Asking 
Rent/SF/Month

$3.37
FS

$3.38
FS

$3.35
FS "

Deliveries (SF) 270K 70K 0 h

Under Const. (SF) 5.9M 5.6M 5.0M $

Please reach out to your
Newmark business contact for this information
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Source:  Newmark Research

San Diego Submarket Statistics | 1Q24 (page 1 of 2) 

Submarket Statistics – All Classes

Total 
Inventory 
(SF)

Under 
Construction
(SF)

Total
Vacancy
Rate

Qtr Net
Absorption
(SF)

YTD Net
Absorption 
(SF)

Qtr. Construction
Deliveries
(SF)

YTD Construction
Deliveries
(SF)

Class A 
Asking Rent
(Price/SF)

Class B 
Asking Rent
(Price/SF)

Total 
Asking Rent
(Price/SF)

Downtown San Diego 11,182,022 2,755,379 26.9% -114,327 -114,327 0 0 $3.66 $2.76 $3.29 

Suburban Total 62,057,045 3,111,478 14.3% -129,442 -129,442 269,782 269,782 $3.98 $2.96 $3.41 

Carlsbad 5,813,896 0 16.2% -12,504 -12,504 0 0 $2.90 $2.77 $2.75 

Chula Vista/S Bay/Nat City 1,432,994 168,000 6.8% -4,742 -4,742 0 0 $2.99 $2.15 $2.55 

Del Mar Heights/Carmel Valley 5,534,444 1,076,685 15.4% -85,661 -85,661 0 0 $5.07 $3.75 $4.79 

East County 1,062,500 0 1.5% 39,015 39,015 0 0 $2.98 $1.83 $2.84 

Escondido 511,722 0 29.3% -30,042 -30,042 0 0 $2.57 $2.69 $2.58 

Governor Park 705,651 161,000 8.9% 971 971 0 0 $3.02 $2.98 $2.98 

Kearny Mesa 6,911,913 0 10.7% 45,773 45,773 0 0 $2.91 $2.46 $2.60 

La Jolla 1,257,889 0 17.6% -35,675 -35,675 0 0 $3.87 $3.02 $3.60 

Mira Mesa/Miramar 787,198 0 12.3% -24,242 -24,242 0 0 $2.42 $2.51 $2.48 

Mission Gorge/College 626,785 0 1.2% 6,838 6,838 0 0 - $2.39 $2.39 

Mission Valley 6,140,068 0 16.8% 165,682 165,682 0 0 $3.66 $2.82 $3.21 

North Beach Cities 1,257,950 0 11.8% -9,842 -9,842 0 0 $4.35 $3.87 $4.19 

Please reach out to your
Newmark business contact for this information
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Source:  Newmark Research

Submarket Statistics – All Classes

San Diego Submarket Statistics | 1Q24 (page 2 of 2) 

Total 
Inventory 
(SF)

Under 
Construction
(SF)

Total
Vacancy
Rate

Qtr Net
Absorption
(SF)

YTD Net
Absorption 
(SF)

Qtr. Construction
Deliveries
(SF)

YTD Construction
Deliveries
(SF)

Class A 
Asking Rent
(Price/SF)

Class B 
Asking Rent
(Price/SF)

Total 
Asking Rent
(Price/SF)

Oceanside 484,182 0 14.0% -23,304 -23,304 0 0 $2.29 $1.97 $2.18 

Old Town/S Arena/Pt Loma 1,046,480 0 16.1% -14,111 -14,111 0 0 - $2.71 $2.68 

Poway 1,071,786 0 9.2% 45,037 45,037 0 0 $4.10 $2.14 $3.46 

Rancho Bernardo 3,960,418 0 21.7% -95,718 -95,718 83,482 83,482 $3.53 $2.98 $3.01 

Rose Cyn/Morena/Gov Park 520,075 0 10.5% 8,225 8,225 0 0 - $2.24 $2.21 

Scripps Ranch 2,228,143 0 19.1% -68,605 -68,605 0 0 $3.20 $2.77 $2.98 

Sorrento Mesa 6,855,808 1,186,221 16.1% 20,857 20,857 0 0 $5.49 $3.05 $4.36 

Sorrento Valley 409,842 0 26.7% -25,353 -25,353 0 0 - $4.86 $3.57 

Torrey Pines 1,308,734 92,572 15.9% 88,329 88,329 186,300 186,300 $4.50 $4.82 $4.78 

Uptown/Park 926,775 0 4.9% 11,056 11,056 0 0 $2.25 $2.96 $2.88 

UTC 9,885,574 427,000 11.4% -136,165 -136,165 0 0 $4.46 $3.95 $4.34 

Vista/San Marcos 1,316,218 0 17.0% 4,739 4,739 0 0 $2.63 $2.19 $2.43 

San Diego 73,239,067 5,866,857 16.2% -243,769 -243,769 269,782 269,782 $3.87 $2.92 $3.37 

Please reach out to your
Newmark business contact for this information
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Large construction projects and sinking demand for urban office have driven Downtown’s vacancy rate to historic highs, as other major office submarkets have performed relatively 
well. Del Mar Heights and UTC traded the title for highest asking rate back and forth over the year, and Sorrento Mesa’s asking rates climbing significantly over the past year to claim 
the third highest spot, propelled by modern life science projects in the submarket.

Vacancy and Rents in the Top Office Submarkets

Historical Total Vacancy, Top Submarkets Historical Asking Rents, Top Submarkets

Source: Newmark Research, CoStar
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Newmark business contact for this information
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UTC has the most available sublease space and has added the most space over the past 12 months, as large tenants who expanded aggressively during the recovery now look to 
shed space. Downtown’s sublease availability has fallen the most over the past year, but this decline is mostly due to landlords taking vacant spaces directly to market rather than 
space being leased to subtenants.

Sublease Availability by Submarket

Concentration of Available Sublease Space by Submarket 12-Month Change in Available Sublease Space (SF)

Source: Newmark Research, CoStar
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Please reach out to your
Newmark business contact for this information
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Despite already having the highest vacancy rate in San Diego (26.9% vs. the metro average of 16.2%), Downtown also has the largest amount of new construction underway. 
Historically, UTC has seen the largest amount of new development, accounting for 43.9% of all new deliveries over the past two years, but this dynamic will change significantly as 2.8 
MSF of projects underway in Downtown start to deliver.

Downtown Has the Most Construction, Portending More Vacancy to Come

Current Office Construction Activity by Submarket Historical Submarket Deliveries, Past Three Years

Source: Newmark Research, CoStar
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2.8 MSF of office space and 3,667 multifamily units are under construction in Downtown, the largest concentration of development in the metro.

Downtown Also Has a Large Pipeline of Ground-Up Multifamily Projects

Source: Newmark Research, CoStar

Office Projects Owner Stories SF Scheduled

1 RADD IQHQ 4-15 1,658,000 May 2024

2 The Campus at Horton Stockdale Capital 
Group 5-10 768,000 Jul 2024

3 Spreckels Building Triangle Capital 
Group 6 145,000 Under 

renovation

Multifamily Projects Owner Stories Units Scheduled

1 8th & B Bosa 
Development 40 473 condos Aug 2025

2 The Torrey Holland Partner 
Group 34 450 units 2026

3 The Lindley Toll Brothers 37 422 units Oct 2024

4 800 Broadway CA Management 
Services 41 384 units Apr 2024

5 The Wyatt R&V 
Management 7 368 units Jan 2024

6 Broadway Towers Pinnacle 
International 32 305 units Mar 2025

7 1st & Beech Holland Partner 
Group 22 220 units Oct 2025

8 Tower 180 J Street Space 25 TBD Mid 2026

Mixed-Use Projects Owner Stories Units Scheduled

1 West Holland Partner 
Group 37 289,000 SF

431 units Apr 2024

2 Columbia & A Pinnacle 
International 39 510 condos

res & com
Planned, 
grading

3 777 Beech St J Peter Block 
Companies 12 104 condos 

and retail May 2024
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Source: Newmark Research, MSCI Real Capital Analytics
Note: Preliminary data is cited for the first quarter of 2024.

After very healthy activity in 2021, office sales have since declined significantly, falling to $801.6 million for 2023 and $215.9 million in the first quarter of 2024. High interest rates and 
the travails of the leasing market have caused investors to either hold their powder or turn their focus to other property types.

Office Sales Volume Has Declined Significantly

San Diego: Office Sales Volume ($ in Billions)
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Source: Newmark Research, MSCI Real Capital Analytics
Note: Preliminary data is cited for the first quarter of 2024.

While this was a respectable ratio for office sales, overall sales volume slumped to $876.4 million for the quarter, the lowest quarterly total since the third quarter of 2020. High interest 
rates and financing challenges have taken a toll on all product types. 

Office Accounted for a Quarter of Total Sales Volume in the First Quarter

San Diego: Sales Volume Across Property Types ($ in Billions)
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Most office acquisitions in the first quarter were made by institutional investors, although the largest sale of the quarter was a $17.0 million purchase by a private buyer. REITs are 
mostly holding their dry powder as they await interest rate cuts (expected later this year), while cross-border investors are not traditionally active in San Diego. 

Institutional Buyers Were Most Active During a Slow Quarter

Office Buyer Composition, by Year | Based on Sales Volume

Source: Newmark Research, MSCI Real Capital Analytics
Note: Preliminary data is cited for the first quarter of 2024.

Company Investor
Type Volume # of 

Properties Size (SF)

Tishman Speyer Institutional $153,400,000 1 185,000

DivcoWest Institutional $86,000,000 1 82,000

J Street Hospitality Private $61,000,000 1 386,000

BKM Capital Institutional $44,000,000 1 103,797

Dollinger Properties Private $18,492,286 1 52,078

Arrimus Capital Private $17,000,000 1 50,562

WP Carey REIT $14,900,000 1 130,731

DuWright Construction Inc Private $11,645,000 1 30,840

Blackstone Institutional $11,250,000 1 18,236

Family Health Centers User $11,025,000 1 22,147
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Source: Newmark Research, CoStar

Cap rates show a high degree of variability between individual deals, but the weighted market average has remained within a 2.5% band over the past decade, even during the recent 
slowdown in sales due to rising interest rates. 

Despite Volatility, Cap Rates Show Long-Term Stability

Office Sale Cap Rates and Weighted Market Average
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Source: Newmark Research, Crunchbase

San Diego is the third largest life science market in the United States and local biotech companies received more than $4.0 billion in venture capital investment in the first quarter of 
2024 alone, the second largest quarterly haul in history. The most successful quarter in the region’s history was the fourth quarter of 2020, when VC funding totaled $4.6 billion, fueled 
by biotech investment during the pandemic. 

Life Science Funding

Life Science Venture Capital Funding
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Source:  Newmark Research, Crunchbase, Pitchbook

There were $15.5 billion in acquisitions in 2023, the highest annual activity since 2014, and already in the first three months of 2024 there have been $14.0 billion in just four 
transactions. The most notable transaction was Bristol Myers Squibb purchasing Mirati Therapeutics for $5.8 billion. Bristol Myers Squibb also acquired RayzeBio for $4.1 billion. Since 
2014 there have been $104.8 billion in acquisitions. 

Life Science Mergers & Acquisitions Off to a Strong Start

Notable Deals

Date Acquisition Buyer Acquisition Price

Mar 2024 Ambrx Johnson & Johnson $2,400,000,000 

Feb 2024 RayzeBio Bristol Myers Squibb $4,100,000,000 

Feb 2024 Inhibrx Sanofi $1,700,000,000 

Jan 2024 Mirati Therapeutics Bristol Myers Squibb $5,800,000,000 

Aug 2023 Bird Rock Bio Skye Bioscience $20,000,000 

Jul 2023 DTx Pharma Novartis $1,000,000,000 

Jun 2023 Qpex Biopharma Shionogi $140,000,000 

May 2023 XinThera Gilead Sciences $170,000,000 

Apr 2023 Prometheus Biosciences Merck & Co. $10,800,000,000 

Mar 2023 Zura Bio JATT Acquisition $65,000,000 

Historical M&A Volume

Year Total Volume

2024 $14,000,000,000 

2023 $15,455,250,000 

2022 $12,472,010,000 

2021 $10,134,380,000 

2020 $6,359,980,000 

2019 $1,545,440,000 

2018 $10,003,270,000 

2017 $587,830,000 

2016 $1,443,230,000 

2015 $11,371,000,000 
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