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ECONOMY 
The Manhattan office market continued to tighten during the first half of 2007, extending 
strengths exhibited during the second half of 2006. Steady employment growth 
contributed to positive absorption of available space and rapidly escalating asking rents. 

The New York City economy expanded at a healthy pace during the first six months of 
the year, led by strong gains in office-using employment. Data available through the end 
of May show that the City has added nearly 16,800 jobs in industries that are key to the 
commercial office market, with financial services and professional business services 
adding 7,400 and 5,500 jobs, respectively. This resulted in increased demand for office 
space in a market that was already the tightest it had been since the first quarter of 2001. 

The year began with 26.1 million square feet) available throughout Manhattan. By the end 
of June, available space had fallen precipitously to 20.8 a decline of 20.5%.  This 
diminishing availability of space has been the story of the market; April 2007 was the only 
month in the past year that did not record a month-to-month decline of at least 122,000 
square.  As a result, Manhattan’s overall vacancy rate has tumbled to a six-year low, 
closing the mid-year at 5.3%. For the third consecutive quarter, the vacancy rate closed 
below equilibrium, defined as a vacancy rate range of 7.0% - 9.0%. 

OVERVIEW 
In this environment, it is no surprise that asking rates have skyrocketed. Up 36.2% from a 
year ago, Manhattan’s overall total average asking rent closed the first half of 2007 at 
another record-high: $59.17 per square foot. Thus far this year, rents have increased by an 
average of $1.44 each month since January, breaking the old record set back during the 
second and third quarters of 2000. The rapid pace of rental rate growth has extended 
throughout Manhattan. In every submarket but one, overall rents have registered double-
digit percentage increases from a year ago. Chelsea, up 4.2%, was the only exception. 

On a cautionary note, however, leasing activity throughout Manhattan was slower during 
the first two quarters, partially attributable to both significantly higher rents and lack of 
available space. With 11.8 leased year-to-date, 2007 activity trails last year’s total through 
June by 5.4%, with Midtown trailing by nearly 20.0%. This suggests that tenants are 
possibly beginning to search for lower-priced space in response to landlords hiking up 
rents throughout the market. 

OUTLOOK 
This year’s leasing has been dominated by Manhattan’s leading industries. Financial 
services firms (36.4%) and legal services firms (11.7%) accounted for nearly one of 
every two square feet leased from January through June. In April, Lehman Brothers 
Holdings, Inc. signed Manhattan’s largest new lease in 2007, a 414,575-sf sublease at 
1271 Avenue of the Americas. The frequency of transactions with taking rents starting 
at or above $125.00 continued to climb: 18 such transactions year-to-date versus 21 
signed in the four previous years combined.
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BEAT ON THE STREET 
“The Bay Area Council announced that 
business confidence increased from 56% to 
58% during the past three months. The results 
indicate that more companies in the Bay Area 
will be hiring employees in the next six 
months. We've already sent some excellent 
office tenant activity during 2010 and expect 
even better for 2011.  Office rent on the SF 
Peninsula will increase in the Central and 
South Peninsula during 2011.” 
-Scott Ennis, Senior Director 

ECONOMIC INDICATORS 
National 2009 2010 2011F 
GDP Growth  -2.6% 2.8% 2.8% 

CPI Growth -0.3% 1.6%   1.5% 
Regional    
Unemployment 8.7% 9.3% 8.9% 

Employment 
Growth  

-5.4% -2.8% -0.1% 

Source: Moody’s | Economy.com 

MARKET FORECAST 
LEASING ACTIVITY  for the year 
was 66.2% higher than in 2009 and is 
expected level off during the first half 
of 2011.   

DIRECT ABSORPTION for the year 
was a positive 172,046 sf for the 
year and is expected to remain 
sable the first half of 2011. 

 

CONSTRUCTION:  There are no 
speculative projects under 
construction or scheduled to break 
ground this year. 

 

 

 

 

OVERALL MARKET TRENDS 
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ECONOMY 
 The San Francisco Peninsula’s unemployment rate was 8.7% at the end of 2009 and 
ended 2010 at 9.3%.  With demand for products and services still down, employers 
have not had the need to increase their headcount.       

Redwood City based Pear Therapeutics, a life sciences company that focuses on 
developing treatments for chronic respiratory diseases, led venture capital (vc) funding 
for the quarter with $69 million. In all, life science companies generated $191.0 million 
in vc funding compared to $96.3 million received by software companies and $89.0 
million received by cloud computing companies.         

OVERVIEW 
The 15.5% regional overall office vacancy rate is down from 17.0% at year-end 2009.  
The San Francisco Peninsula’s north and south counties overall vacancy rates of 
15.6% and 14.9% respectively, are down from the 19.0% and 15.8%, respectively,  at 
year-end  2009.  This decline in vacancy is due to continued strong leasing activity in 
the San Francisco Peninsula office market during the year which ended at 3.8 million 
square feet (msf) compared to the 2.2 msf recorded during 2009.   

The Downtown Palo Alto submarket appeared to be immune to the sluggish 
economic recovery ending the year with 4.0% overall vacancy compared to the Non-
Stanford Research Park market of 8.1%.  Leasing highlights for this submarket include 
Sheppard Mullin’s lease of 30,255 square feet (sf), Palantir Technologies’ lease of 
28,219 sf and Jive Software’s lease of 18,541 sf.      

Fourth quarter 2010 new leasing activity included Nextag leasing 49,000 sf in San 
Mateo, Volkswagen Group of America leasing 39,762 sf in Belmont and Terarecon 
leasing 30,073 sf in Foster City.   

Lease renewal activity for the quarter was 15.4% of the total leasing activity and 
included TSA’s (Transportation Security Administration) renewal of 27,049 sf in South 
San Francisco and Shopping.com’s renewal of 25,028 sf in Brisbane.   One investment 
sale was recorded for the quarter: BioMed Realty Trust purchased a 108,000-sf class A 
biotechnology building in South San Francisco. No speculative office building projects 
are currently under construction or currently scheduled to break ground in 2011. 

FORECAST 
New mergers, acquisitions, and the inherent consolidation associated with both have 
left the demand for expansion space non-existent.  This has resulted in 71.8% of the 
newly-constructed office buildings remaining vacant.  This new shell inventory will 
have to be significantly reduced before any significant reduction in vacancy and 
increase in absorption can occur.         



 

 
 

      

*The market terms and definitions in this report are based on NAIOP 
standards. 
 
This report contains information available to the public and has been relied upon 
by Cushman & Wakefield on the basis that it is accurate and complete. Cushman 
& Wakefield accepts no responsibility if this should prove not to be the case. No 
warranty or representation, express or implied, is made to the accuracy or 
completeness of the information contained herein, and same is submitted subject 
to errors, omissions, change of price, rental or other conditions, withdrawal without 
notice, and to any special listing conditions imposed by our principals. 
 
©2011 Cushman & Wakefield, Inc.  All rights reserved. 

For industry-leading intelligence to support your real estate and 
business decisions, go to Cushman & Wakefield’s Knowledge 
Center at www.cushmanwakefield.com/knowledge 
 
Cushman & Wakefield of California, Inc. – Lic. #00616335 
560 S. Winchester Boulevard 
San Jose, CA 95128 
(408) 436-5500 
 
Please consider your environmental responsibility before 
printing this report. 
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MARKET/SUBMARKET STATISTICS 
  

* RENTAL RATES REFLECT $PSF/MONTH 

 
 
 
MARKET HIGHLIGHTS 

OVERALL DIRECT YTD YTD YTD YTD DIRECT WTD. AVG.
NO. OF VACANCY VACANCY LEASING UNDER CONSTRUCTION DIRECT OVERALL CLASS A GROSS

MARKET/ SUBMARKET INVENTORY BLDGS. RATE RATE ACTIVITY CONSTRUCTION COMPLETIONS ABSORPTION ABSORPTION RENTAL RATE*

South San Francisco 4,048,651 42 23.3% 15.9% 190,221 0 0 (5,558) 21,993 $2.19
San Bruno 1,589,458 15 11.2% 10.4% 384,757 0 0 (10,924) 40,945 $2.07
Daly City 887,297 12 5.7% 5.7% 32,033 0 0 (3,144) (3,144) $2.66
Millbrae 180,068 7 7.9% 7.9% 0 0 0 (13,000) (13,000) $0.00
Burlingame 2,500,074 55 13.6% 13.3% 173,590 0 0 60,964 75,380 $2.08
Brisbane 798,934 10 8.9% 7.8% 96,732 0 0 42,946 42,946 $2.35
San Mateo 6,553,246 87 18.1% 15.8% 835,441 0 0 77,295 86,372 $2.35
Foster City 2,053,603 22 11.6% 10.1% 260,954 0 0 (50,770) (21,033) $2.76
Belmont 577,946 7 36.4% 34.0% 83,151 0 0 16,362 2,667 $2.25
San Carlos 636,540 9 51.0% 47.7% 105,566 0 0 (113,014) (89,887) $2.30
Redwood City 3,610,279 64 18.0% 8.1% 220,492 0 0 77,676 (159,568) $3.09
Menlo Park 2,649,048 67 13.0% 8.0% 156,281 0 23,011 (62,172) (98,184) $5.12
Palo Alto (Non-SRP) 4,231,763 102 8.1% 4.9% 633,852 0 0 90,047 227,389 $3.97
Palo Alto (SRP) 1,464,876 21 3.2% 3.2% 92,210 0 0 (18,044) 43,984 $4.69
Redwood Shores 3,101,362 42 16.6% 15.4% 504,563 0 0 83,382 86,845 $2.54
Total 34,883,145 562 15.5% 12.2% 3,769,843 0 23,011 172,046 243,705 $2.62

BUILDING SUBMARKET TENANT SQUARE  FEET BLDG CLASS

850 Cherry Avenue San Bruno Walmart.com 266,000 A
395 Page Mill Road Palo Alto AOL (America on Line) 224,850 A
1 Lagoon Drive Redwood City Equinix, Inc. 78,976 A
3055 Clearview Way San Mateo Solar City 68,025 B
950 Tower Lane Foster City Quinn Street 63,998 A

BUILDING SUBMARKET Buyer SQUARE  FEET PURCHASE PRICE

8000 Marina Boulevard Brisbane Diamond Associates 192,000 $30,000,000 
180 Oyster Point Boulevard South San Francisco BioMed Realty Trust, Inc. 108,000 Part of a Portfolio Sale
1730 South El Camino Real San Mateo JKL Corporation 43,378 $5,300,000 

BUILDING SUBMARKET MAJOR TENANT SQUARE  FEET COMPLETION DATE

N/A    

BUILDING SUBMARKET MAJOR TENANT SQUARE  FEET COMPLETION DATE

N/A    

SIGNIFICANT 2010 NEW LEASE TRANSACTIONS

SIGNIFICANT 2010 SALE TRANSACTIONS

SIGNIFICANT 2010 CONSTRUCTION COMPLETIONS

SIGNIFICANT PROJECTS UNDER CONSTRUCTION/RENOVATION


