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and no representation is made as to the accuracy thereof.  
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Colliers International excludes unequivocally all inferred 
or implied terms, conditions and warranties arising out of 
this document and excludes all liability for loss and 
damages arising there from.

Accelerating success.
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RENTAL RATES

Since a historical high point in 
Q3 2008, the countywide 
average asking rental rate for 
combined industrial and R&D 
space has been steadily 
decreasing.  Since Q1 2011, 
rents have stabilized in the 
low-$0.80/SF/mo. range.  The 
Q1 2012 average rate of 
$0.82/SF/mo. is still 17% less 
than the historical high..

LEASING ACTIVITY

Over 470 leases were 
completed in Q1 2012, 
totaling nearly 2.2 million 
square feet.  91% of all 
leases were 10,000 SF or 
less, while only 9% of all 
leases were over 10,000 SF 
in size. Smaller tenants made 
up a larger proportion of all 
leases signed in Q1.

     

www.colliers.com/sandiego

MARKET RePort
SAN DIEGO COUNTY

www.colliers.com/sandiego

Industrial Demand Starts Strong During Q1 
Net absorption soars to over half-a-million square feet

MARKET OVERVIEW 
 
San Diego County’s industrial/R&D market experienced a large surge in demand in Q1 as nearly 
560,000 SF of net absorption was recorded.  This was the strongest quarter of net absorption 
since Q4 2010 and may be the strongest quarter this year.  Robust leasing activity in Q3 and Q4 
last year led to increased occupancies in Q1 this year.  The leasing activity in late 2011 will carry 
into mid-2012 absorption activity which will likely translate into positive net absorption, but not 
at this recent surge level.  While not as remarkable as Q3 and Q4 leasing, Q1 leasing activity was 
robust nevertheless and the next few quarters should post steady activity.  This is an indicator 
of reasonably strong absorption for remainder of the year.  Net absorption for 2012 will likely be 
between 1.0 and 1.5 million SF with vacancy standing at 10.8% to 11.0%.

The February 2012 San Diego County unemployment rate measured 9.3%, exhibiting no change 
from January.  The California unemployment rate increased (+0.1%) in February and stood 
at 11.4% while the national rate decreased (-0.1%) to 8.7%.  As of February 2012, San Diego 
County experienced a year-over-year increase in non-farm employment totaling 9,000 jobs.  
The combined industry sectors of “Trade, Transportation, and Utilities” and “Manufacturing” – 
the two predominant industrial-utilizing employment sectors – posted a net increase of 2,900 
jobs over the same period.

In January, the USD Burnham-Moores Center for Real Estate’s Index of Leading Economic 
Indicators for San Diego posted a 0.9% increase.  This was the third consecutive month of 
DI>M@<N@N OC<O R<N ?MDQ@I KMDH<MDGT =T NDBIDʏ><IO B<DIN DI GJ><G >JINPH@M >JIʏ?@I>@f ?@>M@<N@? 

MARKET TRENDS

Strong positive demand 
drove countywide net 
absorption to over 
559,000 square feet in 
Q1.  In 2012, net 
absorption will stand at 
around 1.0 to 1.5 million 
SF, making it potentially 
the best year for demand 
since 2006.  No new 
construction was 
completed in Q1 but 
nearly 130,000 SF will 
be completed for the 
year.  Vacancy stood at 
11.3% and will settle at or 
near 11.0% by year-end.

maRkeT indiCaToRs

INDUSTRIAL VACANCY RATES
Q1 2012

Q1 2012 Q2 2012 (P)

VACANCY

NET ABSORPTION

CONSTRUCTION

RENTAL RATE

Q1 2012  |  INDUSTRIAL
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SAN DIEGO COUNTY

The San Diego County industrial/R&D 
market is comprised of 188.4 million 
square feet of industrial and R&D space.  
The county is divided into three major 
market areas with 21 submarkets within 
them.  Nearly 62% of countywide 
industrial/R&D space is located within 
the 13 submarkets of the Central County 
market.  Industrial buildings (including 
manufacturing, warehouse, distribution, 
and multi-tenant/incubator) make up 
70% of total inventory while R&D 
buildings (including flex, wet lab and 
corporate headquarters) make up the 
remaining 30% of the total inventory.

PROPERTY NAME/ADDRESS SUBMARKET TYPE SIZE SF SALE PRICE PRICE/SF

13550 Stowe Drive Poway Industrial 112,000 $11,800,000 $105

4039 Avenida De La Plata Oceanside R&D 35,856 $4,586,000 $128

1081 Poinsettia Avenue Vista Industrial 65,000 $3,770,000 $58

2390 Oak Ridge Way Vista Industrial 39,672 $2,760,000 $70

9355 Chesapeake Drive Kearny Mesa R&D 14,586 $2,375,000 $163

PROPERTY NAME/ADDRESS SUBMARKET TYPE SIZE SF

2858 Loker Avenue E. Carlsbad Industrial 64,541 PODS Enterprises (renewal)

7130 Miramar Road Miramar Industrial 58,368 Ashley Furniture

7590 Carroll Road Miramar Industrial 52,103

10445 Pacific Center Court Sorrento Mesa R&D 48,709

5950 Nancy Ridge Drive Miramar Industrial 46,800 InCharacter Costumes LLC

TRANSACTION ACTIVITY - Q1 2012

SALES ACTIVITY

LEASING ACTIVITY

Qualcomm

TENANT NAME

R.R. Donnelley & Sons (renewal)

initial claims for unemployment insurance 
and increased local stock prices.  January 
initial claims for unemployment insurance hit 
their lowest level – on a seasonally-adjusted 
basis – since August 2008, while help 
wanted advertising increased for the 13th 
straight month.

NET ABSORPTION 
 
Q1 combined industrial/R&D net absorption 
totaled a positive 559,233 SF.  If this rate 
of absorption continues throughout the 
rest of the year, demand in 2012 will be 
close to pre-recession levels.  Countywide 
net absorption for industrial space 
(manufacturing, warehouse, distribution, and 
multi-tenant/incubator building uses) totaled 
a positive 320,241 SF and R&D space (flex, 
wet lab and corporate headquarters building 
uses) totaled a positive 238,992 SF.

Absorption over the last two years has been 
primarily bolstered by large tenants and users 
who have expanded or leased additional 
space throughout the county.  However, 
the majority of Q1 absorption activity was 
attributed to smaller tenants below 10,000 
SF.  This was especially true in the North 
County and South County areas. This included 
not only expansions and relocations, but new 
tenants and users as well.  As the local and 
national economy continues to improve, we 

can expect this trend to endure over the next 
couple of years, providing a stable level of 
demand that is less prone to extreme levels of 
negative absorption.

The countywide overall industrial/R&D 
average asking rental rate reached its market 
bottom of $0.80/SF/mo. in Q1 2011.  For the 
last five quarters, the rent has settled in the 
low-$0.80 range and stood at $0.82/SF/
mo. in Q1 2012.  In Q1, rental rates began 
to appreciate in all submarkets of the I-15 
Corridor and most submarkets of the Central 
County with an overall increase in the total 
Central County.  However, the North County 
submarkets yielded either no change or minor 
decreases in their rental rates.

VACANCY 
 
The Q1 overall vacancy rate decreased by 26 
basis points to stand at 11.3%.  The industrial 
and R&D vacancy components measured 9.7% 
and 14.9%, respectively.  Compared to one 
year ago, R&D vacancy has increased by 71 
basis points (14.2% in Q1 2011) while industrial 
vacancy has decreased by 9 basis points (9.8% 
in Q1 2011).   

The Q1 combined industrial/R&D direct vacancy 
rate was 10.6% compared to 10.8% at the end 
of 2011.  Sublease vacancy inched down by 

NORTH COUNTY
I-15 CORRIDOR
CENTRAL COUNTY
DOWNTOWN
SOUTH BAY/EAST COUNTY

north county

i-15 corridor

mcas miramar

central
county
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Submarket / Class Bldgs

Total

Inventory

SF

Direct

Vacancy

Rate

Sublease

Vacancy

Rate

Total

Vacancy

Rate

Prior Qtr

Vacancy

Rate *

Net Abs

Current Qtr

SF

Net Abs

YTD

SF

New Supply

Current Qtr

SF

Under

Construction

SF

Proposed

SF

INDUSTRIAL TOTALS BY MARKET Manufacturing, warehouse, distribution, and multi-tenant/incubator
Central County 3,054 81,812,573 9.5% 0.4% 9.9% 10.0% 194,335 194,335 0 0 2,361,960 $0.62
North County 2,190 40,302,817 10.0% 0.0% 10.1% 10.4% 108,584 108,584 0 0 1,315,951 $0.70
I-15 Corridor 302 10,569,503 7.0% 0.4% 7.4% 7.3% 17,322 17,322 0 129,845 382,900 $0.87
TOTAL 5,546 132,684,893 9.4% 0.3% 9.7% 9.9% 320,241 320,241 0 129,845 4,060,811 $0.68
R&D TOTALS BY MARKET Flex, wet lab and corporate headquarters
Central County 823 34,399,640 12.6% 2.2% 14.8% 15.1% 97,162 97,162 0 123,400 1,622,724 $1.13
North County 347 12,030,463 12.0% 0.5% 12.6% 12.6% 63,762 63,762 0 0 1,458,474 $1.05
I-15 Corridor 134 9,331,288 17.5% 1.0% 18.5% 20.5% 78,068 78,068 0 0 605,000 $1.01
TOTAL 1,304 55,761,391 13.3% 1.6% 14.9% 15.4% 238,992 238,992 0 123,400 3,686,198 $1.08
COMBINED INDUSTRIAL / R&D BY MARKET AND SUBMARKET
Central County
Airport / SA 76 1,878,846 3.8% 0.0% 3.8% 1.3% (39,970) (39,970) 0 0 0 $0.89
Campus Pt / Egate 42 4,065,514 16.0% 11.4% 27.4% 26.1% (46,693) (46,693) 0 123,400 601,967 $2.25
Central San Diego 397 8,377,286 4.9% 0.6% 5.5% 5.6% 12,569 12,569 0 0 0 $0.65
East County 604 14,148,926 8.1% 0.0% 8.1% 7.8% (13,792) (13,792) 0 0 1,229,000 $0.67
Kearny Mesa 650 17,391,882 5.7% 0.3% 6.0% 6.5% 75,697 75,697 0 0 65,691 $0.97
Miramar 586 13,792,527 10.5% 0.4% 10.8% 11.4% 76,662 76,662 0 0 0 $0.88
Mission Gorge / Vly 95 2,273,798 10.2% 2.9% 13.1% 13.2% 1,319 1,319 0 0 0 $0.82
Otay Mesa 294 14,645,809 21.2% 1.3% 22.5% 23.0% 104,622 104,622 0 0 1,619,960 $0.47
Rose Cyn / Morena 189 4,140,283 5.8% 0.0% 5.8% 3.9% (3,427) (3,427) 0 0 0 $0.75
Sorrento Mesa 273 13,495,753 13.3% 0.2% 13.5% 14.2% 93,159 93,159 0 0 229,136 $1.08
Sorrento Valley 106 3,411,905 9.4% 2.0% 11.4% 11.6% 7,526 7,526 0 0 0 $1.38
South Bay 498 13,556,827 7.4% 0.0% 7.4% 7.5% (4,834) (4,834) 0 0 0 $0.58
Torrey Pines 67 5,032,857 13.8% 1.9% 15.7% 16.3% 28,659 28,659 0 0 238,930 N/A
TOTAL 3,877 116,212,213 10.4% 0.9% 11.3% 11.5% 291,497 291,497 0 123,400 3,984,684 $0.79
North County
Carlsbad 485 15,025,194 14.0% 0.4% 14.4% 14.1% 14,650 14,650 0 0 1,357,132 $0.97
Escondido 637 7,184,335 6.4% 0.1% 6.5% 6.2% (26,464) (26,464) 0 0 39,500 $0.72
Oceanside 396 8,038,265 15.5% 0.0% 15.5% 17.1% 115,069 115,069 0 0 1,227,361 $0.63
San Marcos 489 8,710,664 6.9% 0.0% 6.9% 7.1% 36,664 36,664 0 0 53,000 $0.82
Vista 530 13,374,822 8.0% 0.1% 8.1% 8.6% 32,427 32,427 0 0 97,432 $0.68
TOTAL 2,537 52,333,280 10.5% 0.2% 10.6% 10.9% 172,346 172,346 0 0 2,774,425 $0.79
I-15 Corridor
Poway 215 8,196,473 4.5% 0.5% 5.1% 4.3% (31,857) (31,857) 0 129,845 447,900 $0.78
Rancho Bernardo 146 9,559,699 16.3% 0.1% 16.4% 18.1% 147,296 147,296 0 0 0 $1.01
Scripps Ranch 75 2,144,619 20.6% 3.8% 24.4% 27.7% (20,049) (20,049) 0 0 540,000 $0.96
TOTAL 436 19,900,791 11.9% 0.7% 12.6% 13.5% 95,390 95,390 0 129,845 987,900 $0.95
SAN DIEGO COUNTY COMBINED INDUSTRIAL / R&D
TOTAL 6,850 188,446,284 10.6% 0.7% 11.3% 11.5% 559,233 559,233 0 253,245 7,747,009 $0.82
QUARTERLY COMPARISON
Q1 2012 6,850 188,446,284 10.6% 0.7% 11.3% 11.5% 559,233 559,233 0 253,245 7,747,009 $0.82
Q4 2011 6,849 188,338,032 10.8% 0.8% 11.5% 11.6% 180,204 236,197 0 253,245 7,515,118 $0.83
Q3 2011 * 6,849 188,338,032 10.9% 0.7% 11.6% 11.7% 280,420 55,993 202,340 253,245 7,515,118 $0.82
Q2 2011 * 6,846 188,135,692 10.9% 0.8% 11.7% 11.5% (297,544) (224,427) 0 202,340 7,160,249 $0.81
Q1 2011 * 6,846 188,135,692 10.7% 0.9% 11.5% 11.3% 73,117 73,117 0 202,340 6,264,113 $0.80

* Revised in Q4 2011.
Average rental rates are defined as the average asking monthly rate per square foot normalized to a "triple net" basis.

San Diego County Industrial Market

VACANCY NET ABSORPTION
Avg

Rental

Rate

(NNN)

CONSTRUCTIONEXISTING PROPERTIES

INDUSTRIAL OVERVIEW

Q1 2012
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SAN DIEGO COUNTY

The San Diego County industrial/R&D 
market is comprised of 188.4 million 
square feet of industrial and R&D space.  
The county is divided into three major 
market areas with 21 submarkets within 
them.  Nearly 62% of countywide 
industrial/R&D space is located within 
the 13 submarkets of the Central County 
market.  Industrial buildings (including 
manufacturing, warehouse, distribution, 
and multi-tenant/incubator) make up 
70% of total inventory while R&D 
buildings (including flex, wet lab and 
corporate headquarters) make up the 
remaining 30% of the total inventory.

PROPERTY NAME/ADDRESS SUBMARKET TYPE SIZE SF SALE PRICE PRICE/SF

13550 Stowe Drive Poway Industrial 112,000 $11,800,000 $105

4039 Avenida De La Plata Oceanside R&D 35,856 $4,586,000 $128

1081 Poinsettia Avenue Vista Industrial 65,000 $3,770,000 $58

2390 Oak Ridge Way Vista Industrial 39,672 $2,760,000 $70

9355 Chesapeake Drive Kearny Mesa R&D 14,586 $2,375,000 $163

PROPERTY NAME/ADDRESS SUBMARKET TYPE SIZE SF

2858 Loker Avenue E. Carlsbad Industrial 64,541 PODS Enterprises (renewal)

7130 Miramar Road Miramar Industrial 58,368 Ashley Furniture

7590 Carroll Road Miramar Industrial 52,103

10445 Pacific Center Court Sorrento Mesa R&D 48,709

5950 Nancy Ridge Drive Miramar Industrial 46,800 InCharacter Costumes LLC

TRANSACTION ACTIVITY - Q1 2012

SALES ACTIVITY

LEASING ACTIVITY

Qualcomm

TENANT NAME

R.R. Donnelley & Sons (renewal)

initial claims for unemployment insurance 
and increased local stock prices.  January 
initial claims for unemployment insurance hit 
their lowest level – on a seasonally-adjusted 
basis – since August 2008, while help 
wanted advertising increased for the 13th 
straight month.

NET ABSORPTION 
 
Q1 combined industrial/R&D net absorption 
totaled a positive 559,233 SF.  If this rate 
of absorption continues throughout the 
rest of the year, demand in 2012 will be 
close to pre-recession levels.  Countywide 
net absorption for industrial space 
(manufacturing, warehouse, distribution, and 
multi-tenant/incubator building uses) totaled 
a positive 320,241 SF and R&D space (flex, 
wet lab and corporate headquarters building 
uses) totaled a positive 238,992 SF.

Absorption over the last two years has been 
primarily bolstered by large tenants and users 
who have expanded or leased additional 
space throughout the county.  However, 
the majority of Q1 absorption activity was 
attributed to smaller tenants below 10,000 
SF.  This was especially true in the North 
County and South County areas. This included 
not only expansions and relocations, but new 
tenants and users as well.  As the local and 
national economy continues to improve, we 

can expect this trend to endure over the next 
couple of years, providing a stable level of 
demand that is less prone to extreme levels of 
negative absorption.

The countywide overall industrial/R&D 
average asking rental rate reached its market 
bottom of $0.80/SF/mo. in Q1 2011.  For the 
last five quarters, the rent has settled in the 
low-$0.80 range and stood at $0.82/SF/
mo. in Q1 2012.  In Q1, rental rates began 
to appreciate in all submarkets of the I-15 
Corridor and most submarkets of the Central 
County with an overall increase in the total 
Central County.  However, the North County 
submarkets yielded either no change or minor 
decreases in their rental rates.

VACANCY 
 
The Q1 overall vacancy rate decreased by 26 
basis points to stand at 11.3%.  The industrial 
and R&D vacancy components measured 9.7% 
and 14.9%, respectively.  Compared to one 
year ago, R&D vacancy has increased by 71 
basis points (14.2% in Q1 2011) while industrial 
vacancy has decreased by 9 basis points (9.8% 
in Q1 2011).   

The Q1 combined industrial/R&D direct vacancy 
rate was 10.6% compared to 10.8% at the end 
of 2011.  Sublease vacancy inched down by 

NORTH COUNTY
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INDUSTRIAL TOTALS BY MARKET Manufacturing, warehouse, distribution, and multi-tenant/incubator
Central County 3,054 81,812,573 9.5% 0.4% 9.9% 10.0% 194,335 194,335 0 0 2,361,960 $0.62
North County 2,190 40,302,817 10.0% 0.0% 10.1% 10.4% 108,584 108,584 0 0 1,315,951 $0.70
I-15 Corridor 302 10,569,503 7.0% 0.4% 7.4% 7.3% 17,322 17,322 0 129,845 382,900 $0.87
TOTAL 5,546 132,684,893 9.4% 0.3% 9.7% 9.9% 320,241 320,241 0 129,845 4,060,811 $0.68
R&D TOTALS BY MARKET Flex, wet lab and corporate headquarters
Central County 823 34,399,640 12.6% 2.2% 14.8% 15.1% 97,162 97,162 0 123,400 1,622,724 $1.13
North County 347 12,030,463 12.0% 0.5% 12.6% 12.6% 63,762 63,762 0 0 1,458,474 $1.05
I-15 Corridor 134 9,331,288 17.5% 1.0% 18.5% 20.5% 78,068 78,068 0 0 605,000 $1.01
TOTAL 1,304 55,761,391 13.3% 1.6% 14.9% 15.4% 238,992 238,992 0 123,400 3,686,198 $1.08
COMBINED INDUSTRIAL / R&D BY MARKET AND SUBMARKET
Central County
Airport / SA 76 1,878,846 3.8% 0.0% 3.8% 1.3% (39,970) (39,970) 0 0 0 $0.89
Campus Pt / Egate 42 4,065,514 16.0% 11.4% 27.4% 26.1% (46,693) (46,693) 0 123,400 601,967 $2.25
Central San Diego 397 8,377,286 4.9% 0.6% 5.5% 5.6% 12,569 12,569 0 0 0 $0.65
East County 604 14,148,926 8.1% 0.0% 8.1% 7.8% (13,792) (13,792) 0 0 1,229,000 $0.67
Kearny Mesa 650 17,391,882 5.7% 0.3% 6.0% 6.5% 75,697 75,697 0 0 65,691 $0.97
Miramar 586 13,792,527 10.5% 0.4% 10.8% 11.4% 76,662 76,662 0 0 0 $0.88
Mission Gorge / Vly 95 2,273,798 10.2% 2.9% 13.1% 13.2% 1,319 1,319 0 0 0 $0.82
Otay Mesa 294 14,645,809 21.2% 1.3% 22.5% 23.0% 104,622 104,622 0 0 1,619,960 $0.47
Rose Cyn / Morena 189 4,140,283 5.8% 0.0% 5.8% 3.9% (3,427) (3,427) 0 0 0 $0.75
Sorrento Mesa 273 13,495,753 13.3% 0.2% 13.5% 14.2% 93,159 93,159 0 0 229,136 $1.08
Sorrento Valley 106 3,411,905 9.4% 2.0% 11.4% 11.6% 7,526 7,526 0 0 0 $1.38
South Bay 498 13,556,827 7.4% 0.0% 7.4% 7.5% (4,834) (4,834) 0 0 0 $0.58
Torrey Pines 67 5,032,857 13.8% 1.9% 15.7% 16.3% 28,659 28,659 0 0 238,930 N/A
TOTAL 3,877 116,212,213 10.4% 0.9% 11.3% 11.5% 291,497 291,497 0 123,400 3,984,684 $0.79
North County
Carlsbad 485 15,025,194 14.0% 0.4% 14.4% 14.1% 14,650 14,650 0 0 1,357,132 $0.97
Escondido 637 7,184,335 6.4% 0.1% 6.5% 6.2% (26,464) (26,464) 0 0 39,500 $0.72
Oceanside 396 8,038,265 15.5% 0.0% 15.5% 17.1% 115,069 115,069 0 0 1,227,361 $0.63
San Marcos 489 8,710,664 6.9% 0.0% 6.9% 7.1% 36,664 36,664 0 0 53,000 $0.82
Vista 530 13,374,822 8.0% 0.1% 8.1% 8.6% 32,427 32,427 0 0 97,432 $0.68
TOTAL 2,537 52,333,280 10.5% 0.2% 10.6% 10.9% 172,346 172,346 0 0 2,774,425 $0.79
I-15 Corridor
Poway 215 8,196,473 4.5% 0.5% 5.1% 4.3% (31,857) (31,857) 0 129,845 447,900 $0.78
Rancho Bernardo 146 9,559,699 16.3% 0.1% 16.4% 18.1% 147,296 147,296 0 0 0 $1.01
Scripps Ranch 75 2,144,619 20.6% 3.8% 24.4% 27.7% (20,049) (20,049) 0 0 540,000 $0.96
TOTAL 436 19,900,791 11.9% 0.7% 12.6% 13.5% 95,390 95,390 0 129,845 987,900 $0.95
SAN DIEGO COUNTY COMBINED INDUSTRIAL / R&D
TOTAL 6,850 188,446,284 10.6% 0.7% 11.3% 11.5% 559,233 559,233 0 253,245 7,747,009 $0.82
QUARTERLY COMPARISON
Q1 2012 6,850 188,446,284 10.6% 0.7% 11.3% 11.5% 559,233 559,233 0 253,245 7,747,009 $0.82
Q4 2011 6,849 188,338,032 10.8% 0.8% 11.5% 11.6% 180,204 236,197 0 253,245 7,515,118 $0.83
Q3 2011 * 6,849 188,338,032 10.9% 0.7% 11.6% 11.7% 280,420 55,993 202,340 253,245 7,515,118 $0.82
Q2 2011 * 6,846 188,135,692 10.9% 0.8% 11.7% 11.5% (297,544) (224,427) 0 202,340 7,160,249 $0.81
Q1 2011 * 6,846 188,135,692 10.7% 0.9% 11.5% 11.3% 73,117 73,117 0 202,340 6,264,113 $0.80

* Revised in Q4 2011.
Average rental rates are defined as the average asking monthly rate per square foot normalized to a "triple net" basis.

San Diego County Industrial Market

VACANCY NET ABSORPTION
Avg

Rental

Rate

(NNN)

CONSTRUCTIONEXISTING PROPERTIES
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This report has been prepared by Colliers International 
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damages arising there from.
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RENTAL RATES

Since a historical high point in 
Q3 2008, the countywide 
average asking rental rate for 
combined industrial and R&D 
space has been steadily 
decreasing.  Since Q1 2011, 
rents have stabilized in the 
low-$0.80/SF/mo. range.  The 
Q1 2012 average rate of 
$0.82/SF/mo. is still 17% less 
than the historical high..

LEASING ACTIVITY

Over 470 leases were 
completed in Q1 2012, 
totaling nearly 2.2 million 
square feet.  91% of all 
leases were 10,000 SF or 
less, while only 9% of all 
leases were over 10,000 SF 
in size. Smaller tenants made 
up a larger proportion of all 
leases signed in Q1.
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Industrial Demand Starts Strong During Q1 
Net absorption soars to over half-a-million square feet

MARKET OVERVIEW 
 
San Diego County’s industrial/R&D market experienced a large surge in demand in Q1 as nearly 
560,000 SF of net absorption was recorded.  This was the strongest quarter of net absorption 
since Q4 2010 and may be the strongest quarter this year.  Robust leasing activity in Q3 and Q4 
last year led to increased occupancies in Q1 this year.  The leasing activity in late 2011 will carry 
into mid-2012 absorption activity which will likely translate into positive net absorption, but not 
at this recent surge level.  While not as remarkable as Q3 and Q4 leasing, Q1 leasing activity was 
robust nevertheless and the next few quarters should post steady activity.  This is an indicator 
of reasonably strong absorption for remainder of the year.  Net absorption for 2012 will likely be 
between 1.0 and 1.5 million SF with vacancy standing at 10.8% to 11.0%.

The February 2012 San Diego County unemployment rate measured 9.3%, exhibiting no change 
from January.  The California unemployment rate increased (+0.1%) in February and stood 
at 11.4% while the national rate decreased (-0.1%) to 8.7%.  As of February 2012, San Diego 
County experienced a year-over-year increase in non-farm employment totaling 9,000 jobs.  
The combined industry sectors of “Trade, Transportation, and Utilities” and “Manufacturing” – 
the two predominant industrial-utilizing employment sectors – posted a net increase of 2,900 
jobs over the same period.

In January, the USD Burnham-Moores Center for Real Estate’s Index of Leading Economic 
Indicators for San Diego posted a 0.9% increase.  This was the third consecutive month of 
increases that was driven primarily by significant gains in local consumer confidence, decreased 

MARKET TRENDS

Strong positive demand 
drove countywide net 
absorption to over 
559,000 square feet in 
Q1.  In 2012, net 
absorption will stand at 
around 1.0 to 1.5 million 
SF, making it potentially 
the best year for demand 
since 2006.  No new 
construction was 
completed in Q1 but 
nearly 130,000 SF will 
be completed for the 
year.  Vacancy stood at 
11.3% and will settle at or 
near 11.0% by year-end.

market indicators

INDUSTRIAL VACANCY RATES
Q1 2012
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9 basis points to 0.7% in Q1.  Vacant sublease 
space comprises 1.3 million SF countywide.  
Nearly 43% of all this space is concentrated in 
wet lab and R&D space in the Golden Triangle 
submarkets of Campus Point/Eastgate and 
Torrey Pines.  Otay Mesa – with over 182,000 
square feet – has the most vacant warehouse 
sublease space in the county.

Vacancy has tended to remain stable in the 
11%-12% range for the last two years, in part 
due to comparable levels of new construction 
(supply) and net absorption (demand).  
Minimal demand in 2011 coupled with a virtually 
equal level of new construction has done very 
little to affect vacancy to a significant degree.  
Demand is forecasted to pick up in 2012 
causing absorption to drive vacancy down to 
or near 11%.

NEW SUPPLY 
 
No new construction was completed in Q1; there 
is 253,245 square feet under construction.  This 
includes a 129,845-square-foot build-to-suit 
for HOIST Fitness in Poway to be completed in 
Q4 2012 and a 123,400-square-foot additional 
building in the Illumina campus in the Campus 
Point/Eastgate submarket which will be 
completed in mid-2013.

Proposed new development totals about 
7.75 million SF with over 70% of this space 
concentrated in just four submarkets: Otay 
Mesa, Carlsbad, East County and Oceanside.  
Most proposed future development 
is concentrated in build-to-suits with 
speculative development trailing for several 
years to come.
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