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Positive Movement for Both Sectors

With positive net absorption of 199,025, the fourth quarter
marks only the second time the market has been positive
since the start of the pandemic in the first quarter of 2020.
This positivity corresponded with the decrease in the San
Francisco metro unemployment rate of 0.5%.
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Hot Tenant Demand Encourages High Rents Despite Vacancy

In 20 consecutive quarters, San Francisco's citywide
vacancy rate has gradually risen, reaching a new high this
quarter of 36.1%. Transwestern believes this represents the
peak, anticipating a subsequent decline. With both deal
count and activity increasing this year, the combination of
these factors is expected to lead to a reduction in vacancy
rates moving forward. However, because of the drastic
increase in tenant activity, rents are likely to retain their
previous high standings leading to a high increase in prime
spaces.
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Investment Volume Scarce but VC Funding Active

2024 marks the first post-pandemic year without a sub-
$100 million quarter. However, 2024 sales volume of $626
million is still down 6% from 2023, yet it is only 2% below
the 5-year average of $636.6 million. Conversely, with the
three federal rate cuts that have cut rates by 100 bps, a
surge in investment volume could be expected in 2025.
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Occupier
Market
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Detroit

Houston

Los Angeles
Miami
Minneapolis

New York/Manhattan
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San Francisco
Seattle
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234
159
306
163
201
209
390
58
190
457
170
100
87
181
145
3,045

5,950
340
8,810
2,210
1,870
8,460
8,150
3,170
4,360
6,900
4,680
6,600
11,730
860
560
74,650

Net Absorption
2.0
2315
13
-1.7
-11
-0.3
-2.5
09
-268.6
53
-16
-0.2
03
-18
-0.5
-272.0

8,410
740
2,510
3,070
1,700
9,840
9,460
5120
6,770
10,240
7,110
4,380
1,850
3,000
1,090
75,290

Vacancy Rate

(8)
18.7% 20.4%
20.2% 22.7%
18.4% 19.5%
14.7% 16.5%
10.7% 11.1%
20.4% 20.8%
16.0% 16.6%
12.7% 12.9%
11.9% 11.9%
14.2% 14.4%
17.7% 20.8%
12.0% 12.5%
28.0% 30.4%
12.9% 15.4%
14.8% 14.9%
16.2% 17.4%

Office investment volume
($ million)

2023 2024

1,210 1,860
140 570
2,340 410
860 730
500 256
2,340 1,220
2,360 2,150
980 1,760
580 680
4,960 7,650
560 1,140
770 930
2,920 630
180 1,210
510 790
21,210 21,986

318
70.7
68.7
322
21.0
46.0
438
85.3
29.7
774
335
364
46.4
373
83.0
49.5

6.90%

NA
6.10%
7.00%
8.20%

12.10%

NA
6.00%
7.70%
6.10%
6.24%
6.40%
5.85%
6.00%
7.00%

7.05%

Real Estate for a changing world

314
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721
321
213
46.1
454
86.7
30.0
799
301
36.5
70.0
36.5
83.3
51.6

8.10%
NA
6.40%
6.00%
8.90%
11.50%
NA
8.10%
7.20%
5.50%
7.50%
7.50%
6.60%
6.40%
8.60%
7.56%
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51%
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3.8%

120
NA
30

-100
70

-60
NA

210

-50

-60

126

110
75
40

160
52
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This document constitutes an analysis of the United States Office Market by
TRANSWESTERN  Commercial Services, LLC. TRANSWESTERN  Commercial
Services, LLC is a BNP Paribas Real Estate Alliance member in the field of real
estate advisory services. TRANSWESTERN Commercial Services, LLC and BNP
Paribas are unaffiliated and independent parties. TRANSWESTERN Commercial
Services LLC, a Delaware limited liability company, whose registered office is
located at 19 West Loop South, Suite 1300, Houston, Texas 77027 under the
number 2887228. This document is for use and distribution exclusively outside
the United States and is intended only for non-U.S. residents. The report and the
information contained in it may not be copied or reproduced without prior
permission from TRANSWESTERN.  This document has been prepared for
informational purposes only. Although the information in this document has been
obtained from sources which BNP Paribas Real Estate believes to be reliable, BNP
Paribas Real Estate does not represent or warrant its accuracy, and such
information may be incomplete or condensed. This document does not constitute
an offer to sell or to buy any financial and/or real estate products/services and
shall not, under any circumstances, be construed as a public offer of securities.
All estimates and opinions included in this document constitute a judgment as of
the date of the document and may be subject to change without notice. BNP
Paribas Real Estate or its affiliates or TRANSWESTERN will not be responsible for
the consequences of reliance upon any opinion or statement contained herein or
for any omission.
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