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‒ The region’s unemployment rate stood at 5.0% in August 2024, up 60 basis points 

over the past year, and higher than the national average of 4.2%.

‒ Total nonfarm employment grew by 10,800 jobs over the past year, while office-using 

sectors cumulatively shed 5,000 jobs.

‒ Cost of living increases have caused an increasing number of residents to work 

multiple jobs.

‒ The consumer price index for all urban customers in the San Diego metropolitan area 

was up 3.5% over the past year as of July 2024. Inflation has eased but the lingering 

effects of high housing costs have weighed on the regional economy.
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Market Observations

‒ The average monthly asking rate was $3.40/SF, down 0.6% from a year ago.

‒ Net absorption was positive this quarter, posting 180,928 SF in gains, and year-to-

date absorption turned positive with 165,517 SF in gains.

‒ Total vacancy climbed to 17.3%, up from 15.9% a year ago, as new deliveries 

continued to outpace demand.

‒ 408,154 SF delivered in new projects as current construction levels fell to 5.2 MSF. 

1.7 MSF of new product has delivered year-to-date.

‒ Sublease availability remained stable at 4.2%, representing 3.2 MSF of available 

sublease space.

‒ BH Properties acquired the mixed-use Hazard Center project in Mission Valley for 

$68.3M, which includes a 270,000-SF office tower and a 135,000-SF shopping center.

‒ Symphony Towers in Downtown sold to private investor Joe Wen for $45.7M, a 

substantial discount to the $134.3M the seller paid for it in 2003.

‒ General Dynamics signed the largest lease deal of quarter, renewing 67,000 SF of 

office space for its NASSCO ship-building division in Mission Valley. 

‒ Drug discovery company Mirador Therapeutics, which was founded this year, leased 

66,000 SF of space in Headquarters Point, which is under construction by Bioscience 

Property Investments. 

‒ Vacancy will continue to climb next year as leasing activity falls short of the still-robust 

delivery pipeline. 

‒ The development pipeline will continue to shrink as projects underway deliver and 

future projects remain on hold until demand recovers sufficiently.

‒ Underperforming office buildings will continue to be sold at a discount, acquired for 

conversion to apartments or other uses or, in rare cases, be taken back by the lender.

‒ Investors have been eagerly anticipating interest rate cuts and the Federal Reserve’s 

first, jumbo-sized 50-basis-point cut is expected to give investment activity a boost.

Major Transactions Outlook

Economy Leasing Market Fundamentals
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The local unemployment rate reached 5.0% in August 2024, up 60 basis points over the past year. Nonfarm employment, however, has continued to post modest but positive gains as 

employers reported an additional 10,800 jobs over the past year, representing growth of 0.7%, trailing the national average of 1.5%. The disparity between these two metrics shows 
that more residents are rejoining the labor force even as employers continue to add new jobs.

Unemployment Ticks Up to a Three-Year High

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 has contracted by 1.2% over the 

past year. The government and education and health sectors, meanwhile, have grown to be nearly as large in terms of the total number of jobs. Office-using jobs in the smaller 
financial activities and information industries contracted by 0.6% and 5.9% respectively over the same period. 

Primary Office-Using Job Sectors Decline

Employment by Industry, August 2024 Employment Growth by Industry, 12-Month % Change, August 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: August 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 reached a peak of office-using jobs, but employment in these sectors has since fallen even as others grew. Professional and business services had the worst 

performance of any sector over the past year, shedding 3,300 jobs. Education and health services had the best performance, adding 12,800 jobs. Current office-using employment 
seems to have stabilized at pre-pandemic levels last seen in early 2020.

Office-Using Employment Declines From Peak At the End of 2022

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

The first three quarters of 2024 saw 1.7 MSF in construction deliveries, the largest amount of new space in over a decade. Although the market has posted 165,517 SF of positive net 

absorption so far this year, the large volume of new product has still caused total vacancy to climb to its highest level in a decade, currently at 17.3%. Vacancy will continue to climb 
over the short-term as 5.2 MSF in current construction projects continue to deliver.

Large New Deliveries Drive Positive Absorption But Also Increase Vacancy

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

Leasing activity has lagged the historical annual average of 6.8 MSF every year since 2019 and has steadily decreased every year since 2021. The third quarter of 2024 saw 1.1 MSF 

in leasing activity and the first three quarters of the year have logged the lowest year-to-date leasing activity (3.4 MSF) in at least 20 years. Demand has softened amid office-using job 
declines and economic shifts to other employment sectors.

Leasing Activity Continues to Slow

Total Leasing Activity (MSF)
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Source: Newmark Research

Vacancy has climbed from 14.9% two years ago to 17.3% as supply has consistently outstripped demand for new space. Sublease availability has remained relatively stable over the 

past year, currently at 4.2%, but direct availability has steadily increased during the same period. Most of this new direct availability has not come from newly delivered projects but 
former sublease spaces being taken directly to market by landlords after failing to find subtenants.

Vacancy and Availability Remain Elevated

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 tapering off as market conditions soften. There are currently 5.2 MSF in projects under construction, down from last quarter 

after 1.1 MSF delivered. Downtown has the most construction activity, including IQHQ’s Research and Development District (a ground-up, 1.7-MSF life science and office campus) and 
Stockdale Capital’s Horton Plaza (a 700,000-SF creative-office conversion of an obsolete shopping mall).

Construction Falls From Record High With New Deliveries

Office Under Construction and % of Existing Inventory
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Rising vacancy and declining demand have taken their toll on asking rates, which have stalled out and climbed to $3.40/SF from $3.39/SF last year. Modest annual rent growth since 

2022 has underperformed the rate of inflation. Landlords who had long held to high asking rates are starting to cut prices in the face of persistent vacancy; asking rents have fallen 
0.6% over the year-ago quarter.

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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Asking rates have softened across the board, although Class A rents have been under more pressure than Class B projects over the past year as tenants look for more affordable 

space. Sublease rates have fluctuated as large blocks of modern space periodically hit the market. The spread between sublease and direct rates has widened since 2019, when it 
was unusually low, and sublease space currently averages a $0.47/SF discount to direct space. 

Class A and B Rents Flatten Out

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

Life science tenants accounted for two of the five largest lease deals of the third quarter, with Mirador Therapeutics and Genesis Therapeutics leasing spaces at under-construction 

and recently delivered projects. Ship builder NASSCO renewed its space in Mission Valley and the City of San Diego signed a lease to relocate the rest of the Development Services 
Department to 550 W C Street as it vacates the aged City Operations Building.

Notable Lease Transactions

Notable 3Q24 Lease Transactions

Tenant Building(s) Submarket Type Square Feet

General Dynamics 7470 Mission Valley Rd Mission Valley Renewal 67,346

General Dynamics renewed office space for its NASSCO ship-building division.

Mirador Therapeutics 4902 Headquarters Pt Sorrento Mesa New Lease 66,569

Drug discovery company founded in 2024 leased half a building in the under-construction Headquarters Point project.

City of San Diego 550 W C St Downtown New Lease 43,460

The City will relocate the Development Services Department from the old City Operations Building.

Genesis Therapeutics 4930 Directors Pl Sorrento Mesa New Lease 37,400

Genesis Therapeutics took one floor of Healthpeak's Directors Science Park project, which delivered last year.

Lennar 13520 Evening Creek Dr N Rancho Bernardo New Lease 23,973

Home builder Lennar leased a full floor at Kilroy Sabre Springs.
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Source: Newmark Research, CoStar

Most availability continues to be concentrated in smaller suites, but there is also a sizeable amount of spaces greater than 55,000 SF, mostly in new developments. The average direct 

listing is 7,108 SF and 50% of available direct space is in suites that are smaller than 15,000 SF. Sublease listings are larger on average, reflecting the trend of occupiers looking to 
right size; the average sublease listing is 11,601 SF and 50% of the market’s available sublease space is situated in suites that are 21,000 SF or larger.

Available Spaces Becoming Larger with New Construction

Available SF by Suite Sizes (1,000+ SF Blocks)
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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 | 3Q24

Marketwide Statistics | 2Q24

Current 

Quarter

Prior 

Quarter
Year Ago

12-Month 

Forecast

Total Inventory (SF) 74.4M 73.4M 72.5M 

Total Vacancy Rate 17.0% 16.2% 15.5% 

Qtr. Net Absp. (SF) 268K -363K -515K 

Average Asking 

Rent/SF/Month

$3.39

FS

$3.37

FS

$3.41

FS


Deliveries (SF) 1.1M 262K 94K 

Under Const. (SF) 5.2M 6.3M 5.3M 

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

San Diego Submarket Statistics | 3Q24 (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 11,516,676 2,435,167 28.9% -15,883 -151,108 289,206 289,206 $3.63 $2.78 $3.32 

Suburban Total 62,926,214 2,791,701 14.8% 283,827 79,895 774,395 1,035,988 $3.95 $2.98 $3.41 

Carlsbad 5,813,896 165,000 17.6% -80,287 -92,791 0 0 $2.82 $2.70 $2.68 

Chula Vista/S Bay/Nat City 1,432,994 168,000 6.1% 10,228 5,486 0 0 $3.17 $2.20 $2.46 

Del Mar Heights/Carmel Valley 6,054,068 557,061 15.7% 421,727 336,066 519,624 519,624 $5.06 $3.72 $4.79 

East County 1,062,500 0 3.4% 2,864 19,046 0 0 $2.99 $1.83 $2.55 

Escondido 511,722 0 26.6% 13,734 -16,308 0 0 $2.69 $2.69 $2.69 

Governor Park 705,651 162,848 11.2% -16,069 -15,098 0 0 - $3.02 $3.02 

Kearny Mesa 6,911,913 0 11.3% -38,461 7,312 0 0 $2.94 $2.49 $2.68 

La Jolla 1,257,889 0 16.8% 10,882 -24,793 0 0 $3.95 $2.98 $3.65 

Mira Mesa/Miramar 897,239 0 12.2% -1,688 -17,930 0 0 $2.42 $2.34 $2.31 

Mission Gorge/College 626,785 0 1.4% -1,075 5,763 0 0 - $2.58 $2.58 

Mission Valley 6,140,068 0 18.9% -51,038 38,531 0 0 $3.63 $2.78 $3.15 

North Beach Cities 1,257,950 0 13.1% -16,351 -26,193 0 0 $4.38 $3.89 $4.22 

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 | 3Q24 (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 461,600 0 13.3% 6,182 -17,122 0 0 $2.34 $1.97 $2.27 

Old Town/S Arena/Pt Loma 1,046,480 0 15.0% 11,389 -2,722 0 0 - $2.74 $2.74 

Poway 1,071,786 0 9.6% -4,382 40,655 0 0 $4.10 $1.97 $3.43 

Rancho Bernardo 3,960,418 0 20.8% 33,905 -61,813 0 83,482 $3.57 $3.00 $3.08 

Rose Cyn/Morena/Gov Park 520,075 0 7.2% 17,042 25,267 0 0 - $2.34 $2.30 

Scripps Ranch 2,204,682 0 16.2% -33,470 -102,075 0 0 $3.31 $2.75 $3.05 

Sorrento Mesa 7,195,478 934,126 20.4% -84,874 -61,741 254,771 254,771 $5.52 $3.13 $4.25 

Sorrento Valley 409,842 0 27.6% -3,678 -29,031 0 0 - $5.71 $4.04 

Torrey Pines 1,300,545 205,666 8.2% 102,121 182,261 0 178,111 $4.60 $4.82 $4.78 

Uptown/Park 916,957 0 6.4% -13,237 -2,181 0 0 $2.25 $2.90 $2.86 

UTC 9,849,458 599,000 10.9% 4,319 -109,477 0 0 $4.43 $3.90 $4.27 

Vista/San Marcos 1,316,218 0 17.4% -5,956 -1,217 0 0 $2.64 $2.20 $2.47 

San Diego 74,442,890 5,226,868 17.0% 267,944 -71,213 1,063,601 1,325,194 $3.84 $2.94 $3.39 

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 a historic high. Del Mar Heights commands the highest asking rates in the 

metro, while UTC and Sorrento Mesa claim the second and third top spots, propelled by modern life science projects in these two submarkets.

Downtown Has the Highest Vacancy, Del Mar Heights the Highest Asking Rent

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

Source: Newmark Research, CoStar
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UTC has the most available sublease space and has led in new sublease listings over the past 12 months, as large tenants who expanded aggressively during the recovery now look 

to shed excess space. Most of the smaller outlying office submarkets have seen sublease availability space decline over the past year, as subleasing space is a less-viable strategy 
outside the central office hubs.

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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In addition to having the highest vacancy rate in San Diego (28.9% vs. the metro average of 17.0%), Downtown also has the largest amount of new construction underway. Del Mar 

Heights and UTC have delivered the most space over the past three years, but this dynamic will shift as 2.4 MSF of projects underway in Downtown finish construction.

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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2.4 MSF of office space and 2,257 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 Aug 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 Apr 2026

3 The Lindley Toll Brothers 37 422 units Oct 2024

4 800 Broadway
CA Management 

Services
41 384 units Oct 2024

5 1st & Beech
Holland Partner 

Group
22 220 units Oct 2025

6 Tower 180 J Street Space 25 TBD Mid 2026

Mixed-Use Projects Owner Stories Units Scheduled
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International
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510 condos

res & com
2026

2 777 Beech St
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Companies
12

104 condos 

and retail 
2024
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Capital Markets & Life Science
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Source: Newmark Research, MSCI Real Capital Analytics
Note: Preliminary data is cited for the second quarter of 2024.

After very healthy activity in 2021, office sales have since declined significantly, falling to $783.1 million for 2023 and $378.7 million in the first half of 2024. High interest rates and 

challenges in the office 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 second quarter of 2024.

Office sales accounted for only 12.4% of total investment volume in San Diego through the first half of 2024, compared to the 20-year historical average of 30.1%. Other sectors have 

recovered from last year’s slump, and total investment activity in San Diego through the first half of 2024 has almost the reached the total of all of 2023.

Sales Volume for Other Product Types Has Recovered From Last Year

San Diego: Sales Volume Across Property Types ($ in Billions)

$0

$2

$4

$6

$8

$10

$12

$14

$16

$18

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
YTD

Office Industrial Retail Multifamily Hospitality

Please reach out to your
Newmark business contact for this information



NE WMARK 28

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

Office sales accounted for only 12.4% of total investment volume in San Diego through the first half of 2024, compared to the 20-year historical average of 30.1%. Other sectors have 

recovered from last year’s slump, and total investment activity in San Diego through the first half of 2024 has almost the reached the total of all of 2023.

Private and Institutional Buyers Account for the Bulk of Investment

San Diego: Sales Volume Across Property Types ($ in Billions)

$0

$2

$4

$6

$8

$10

$12

$14

$16

$18

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
YTD

Office Industrial Retail Multifamily Hospitality

Please reach out to your
Newmark business contact for this information



NE WMARK 29

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

Office sales accounted for only 12.4% of total investment volume in San Diego through the first half of 2024, compared to the 20-year historical average of 30.1%. Other sectors have 

recovered from last year’s slump, and total investment activity in San Diego through the first half of 2024 has almost the reached the total of all of 2023.

Price Per Square Foot Has Fallen as Cap Rates Have Recovered

San Diego: Sales Volume Across Property Types ($ in Billions)
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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 $5.9 billion in VC funding and public investment in the first half of 2024, 

already more than the annual total of either 2022 or 2023.

Life Science Continues to Attract Funding
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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 $5.9 billion in VC funding and public investment in the first half of 2024, 

already more than the annual total of either 2022 or 2023.

Life Science Mergers and Acquisitions Continue Strong
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