Q4 2024 - Office

San Francisco

savills

Powered by Savills Research & Data Services

San Francisco leasing activity hits post-pandemic
high as availability stabilizes

San Francisco leasing activity exceeded 2.2 million square feet (msf)
in the fourth quarter, the highest amount of quarterly leasing
activity since Q3 2019. This brought full-year 2024 total leasing
activity up to a post-pandemic high of 6.6 msf, up from 6.1 msf
reported in 2023. However, this still remains well below the 9.4 msf
of leasing activity reported in 2019 which was the last full year
before the pandemic. Although leasing activity increased,
availability remained flat from last quarter at 36.6% as renewal deals
dominated and large available blocks such as X Corporation’s
former headquarters at Market Square remain on the market.

Overall asking rents decrease, while Class A rents strengthens

The overall average asking rental rate decreased from $68.22 per
square foot (psf) reported last quarter to $67.84 psf in Q4 2024, a
1.4% decline from $68.83 psf reported a year ago. The overall Class
A average rental rate of $75.21 psf has increased slightly from
$75.10 psf last quarter and $74.51 psf a year ago, respectively,
driven by strong leasing activity at the top end of the market, albeit
with high landlord concessions. An increase in leasing activity,
fueled by firms securing space for employees returning to the office,
could push average rental rates higher if demand continues to rise.

Office market seeing cautious optimism going into 2025

Total leasing activity of 2.2 msf in Q4 2024 was up from 1.7 msf in
Q3 2024 and exceeded the 5-year average guarterly leasing activity
of just 1.3 msf. The quarter’s top two deals were led by tech
companies with Airbnb renewing their headquarters at 888 Brannan
Street for 250,903 square feet (sf) and Notion signing a new lease
for 104,123 sf at 685 Market Street, respectively. There is now
growing optimism of higher office space demand as existing
companies bring employees back to the office while emerging
sectors such as generative A.l. continue to grow. The strong finish
to the year signals cautious optimism that leasing momentum will
carry into the new year.

Key Statistics

042023 042024 Y-0-Y
Inventory 87.7msf 88.8 msf +1.1msf
Availability Rate 36.7% 36.6% -10 bps
Asking Rental Rate $68.82 $67.84 -1.4%
Class A Asking Rental Rate $74.51 $75.21 +0.9%
Quarterly Leasing Activity 1.7 msf 2.2 msf +0.5 msf
Available Sublease Space 8.8 msf 7.5 msf -1.3 msf

Office-using Employment Growth

Office-usingjob growthy-o-y === Office-usingjob growth y-o-y(%)
Non-farm job growth y-o-y(%)
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Asking Rent and Availability

Class A average askingrental rate Class A availability rate(%)
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Outlook

Occupier demand is expected to grow as Office availability is expected to decline
o‘ oz next year amid strong demand but will
remain historically elevated as large
block availabilities currently on the
market could be slow to lease

return to office rates steadily rise and
tech tenants occupy more space, with a
preference for the highest quality
buildings in the best locations

Although some distressed owners
03 successfully extended their financing
terms, more buildings will be
surrendered to lenders as owners
struggle to meet mortgage payments



Top Transactions
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*Trophy Building ** Sublease Source: Savills Research
TENANT INDUSTRY SUBMARKET ADDRESS SIZE(SF) TRANSACTION TYPE
Airbnb ® TAMI g(']zsa'fg Bay/Showplace 888 Brannan Street 250,903 Renewal and Contraction
Notion ® TAMI Financial District South 685 Market Street 104,123 New Location
Golden State Warriors [ J Personal Ser.‘”ces Mission Bay/Showplace 1090 Dr Maya Angelo Lane 70,791 New Location
and Recreation Square
Grammarly ® TAMI Financial District North 475 Sansome Street 66,523 Renewal and Expansion
Kendo @® Retail Financial District South 425 Market Street 55,894 Renewal
KKR & Co. Financial Services Financial District North 555 California Street 55878  Renewal and Expansion*
and Insurance
Wells Fargo Advisors Financial Services Financial District North 555 California Street 46,000 Renewal*
and Insurance
Checkr Financial Services Financial District North One Montgomery Street 40,255 Renewal
and Insurance
Zip ® TAMI Financial District South 680 Folsom Street 35,385 Relocation**
Proof School ® Education Financial District South 221Main Street 34,528 New Location
Availability Rate Comparison (%) Rental Rate Comparison ($/sf)
SAN FRANCISCO SUBMARKETS SAN FRANCISCO SUBMARKETS
Jackson Square 23.5% Financial District South $74.31
Union Square/Civic Center 27.2% Financial District North $72.19
Financial District North 33.9% Mission Bay/Showplace Square $68.01
Mission Bay/Showplace Square 34.2% San Francisco Overall $67.84
Financial District South 35.8% Yerba Buena $67.05
San Francisco Overall 36.6% Waterfront/North Beach $59.10
Rincon/South Beach 39.7% Rincon/South Beach $57.63
Waterfront/North Beach 39.9% SOMA $54.76
SOMA 46.7% Jackson Square $51.77
Yerba Buena 61.7% Union Square/Civic Center $42.80
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Unless otherwise noted, all rents quoted throughout this report are average asking gross (full
service) rents per square foot. Statistics are calculated using both direct and sublease information.
Current and historical availability and rent data are subject to change due to changes in inventory.

The information in this report is obtained from sources deemed reliable, but no representation is
made as to the accuracy thereof. Unless otherwise noted, source for data is Savills Research.
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