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San Diego agenda and trends

Office demand continues its
underwhelming run

Retail availability has been on the
rise, but still historically tight

Industrial leasing picks up, but will it
last

Apartment vacancy stabilizes
although rent growth lags
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Leasing velocity trending 20% below last cycle
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Office leasing largely flat quarter over quarter
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...and smaller leases have driven activity
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Has sublet space peaked? Definitely maybe...
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Office vacancies are lowest in the suburbs, urban submarkets
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Rent growth lean across San Diego

Year-Over-Year Rent Growth
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Growing list of recent retail bankruptcies
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Multi-tenant availability on the rise; single-tenant still historically low
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Retail space is taking longer to lease...but spaces are becoming stale
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Newly available spaces |lease fastest
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Retail inventory shrinks further to start off the year
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Retail rents still growing in line with historical average

Annual Rent Growth (%)
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Loaded truck containers through Otay Mesa POE
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Industrial leasing improves...but will it last?
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Large deals emerge
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Available space in logistics and specialized buildings comes down

Available Space in Millions of Square Feet
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Available industrial space in new inventory is coming down

2.4M SF of available new space
1,250,000 3M SF was available at the end of 2024
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Developers hit the pause button on new industrial projects
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Industrial rent growth still below long-term benchmark

Annual Rent Growth (%)

10 2.00
z
9 _/ 190 @
a
8 1.80 o
=
7 170 9
>
6 1.60 3
D
5 150 =
o
4 140 =
(0))]
0
3 130 §
3
2 1.20 -
O
(@)
1 1.10 ~
&
0 1.00
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Period

== Rent/SF Annual Rent Growth
&
\} CoStar-



&
0‘2 CoStar-

The knowledge market

. N
x’\‘.:k .

Y wmy »

IOapcasp=ananny /& 4

VT AR W

=
~ f—

v ST
e
T

A
g
g
i
[

APARTMENTS




The San Diego apartment market road to recovery

You Are Here
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San Diego population growth lags other SoCal counties
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Vacancy steadies across all classes
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Developers pivot toward smaller units

Composition of units built between 2001-2015
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Starts reach 15-year high in 2024
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Has rent growth turned the corner? Not yet

Year-Over-Year Rent Growth
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heated...and necessary

ions remain

Concess
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Where are rates heading?

Percent
N

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
Period

==Federal Funds Effective Rate

Source: Federal Reserve Bank of New York, 5/20/2025 oy
?,# CoStar-



Sales activity dips across all property types to start 2025
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Sales volume mostly rises across San Diego

Investment volume increased yoy for every property sector except for industrial
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Final Thoughts

« San Diego’s office leasing environment is stable, albeit underwhelming. Leasing volume is below
historical norms while new space Downtown has started piling up

« More space was added to the retail leasing market during Q1 than any other quarter in five years, yet
availability remains historically tight

« Leasing improved among larger occupiers, although tariffs have led to more uncertainty

« Vacancy has stabilized and outpaced new supply for three quarters. Yet concessions have become the
norm as landlords prioritize occupancy

« We likely passed the nadir of investment activity. Downtown office towers have been selling, and core
apartment assets have been hot
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CoStar market sentiment survey — super quick
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THANK YOU

Presented by:

Josh Ohl

Sr. Director of Market Analytics, San Diego
johl@costar.com | 858.558.4375
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These materials contain financial-and other information from a,variety of,public‘'and proprietary sources,” CoStar. Group, Inc. and its affiliates (collectively, “CoStar”) have assumed and
relied.upon, without independent. verification, the aceuracy and completeness of such-third party information’ in/preparing these materials. The‘'modeling, calculations, forecasts,
projections;.evaluations, analyses, simulations, or,othenforward=looking infermation prepared by CoStar, and presented herein (the “Materials”) are based on various assumptions
concerning future events and circumstances, which are speculativepuncertain and/subject to change without netice.

CoStar does not represent, warrant onguaranty,the accuracy.or.completeness/of . the information.provided hereinf@nd.shall.not be held responsible for any errors in'such information. Any
user of the information‘provided herein accepts the,information “AS'IS” without.any warranties whatsoever. To the maximum extent permitted by law, CoStar disclaims any and all liability
in the event any information, provided herein proves tosdbe inaccurate, incomplete or unreliable.

© 2021 CoStar Realty Informationyne. No reproduction or distribution’without{permission.
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