
M A R K E T B E AT

Office Q3 2020
EAST BAY OAKLAND 

ECONOMY: COVID-19 Recovery Remains Uphill Battle
The East Bay, encompassing Alameda and Contra Costa counties, recorded negative job growth with over 146,000 jobs (-12.3%) 
lost year-over-year (YOY), bringing regional employment to just over 1.04 million. With this decline, the unemployment 
correspondingly rose by +780 basis points (bps) to 10.7%, significantly above the national 8.8%. Upon the arrival of COVID-19 in
the U.S., the economy entered a recession in March 2020, recording the worst decline in post-war history in Q2 2020. Mounting 
evidence indicates that the recovery began in May or June with Q3 2020 data likely reflecting that. But, until there is a public
health resolution to the pandemic, the recovery is likely to remain uncertain and gradual. Only then can households and 
businesses become more confident. Access the most recent research on CRE and the state of economy here.

SUPPLY: Oakland CBD Leads Rise in Sublease Space
The vacancy rate in the East Bay Oakland office market was 14.2% at the end of the quarter, up 150 bps from the previous 
quarter and up 370 bps from this time last year. While givebacks of existing space have driven most of this increase, a significant 
portion can be ascribed to new construction: Of the nearly 1.3 million square feet (msf) of available space added to the market in 
the past year, 601 City Center—delivered in the third quarter of 2019—accounted for 320,000 square feet (sf) while the North 
Loop Road Flex project in Alameda—delivered in the second quarter of 2020—accounted for 138,124 sf. Continuing the trend of 
the first half of the year, sublease space continued to flood the market, with nearly 1.0 msf currently available, the highest 
quarterly total in over 15 years. The Oakland CBD has been hit the hardest in terms of sublease space hitting the market, with the 
amount of available space totaling 520,434 sf, nearly twenty times greater than this time last year. 

PRICING: Rent Growth Flat, Propped Up By Modern Space
Despite the flood of sublease space that hit the market in the third quarter, rents held steady, closing the quarter at $4.42 per 
square foot (psf) on a monthly full service, recording no change from the second quarter though still up $0.14 YOY. The Oakland 
CBD continues to lead the market in pricing, and rents there closed the third quarter at $5.21 psf. Rents continue to be propped up 
by several blocks of sublease space with top-of-the-market pricing while many other subleases do not have quoted asking rents 
and are thus excluded from the average asking rent calculation. The Square sublease, totaling 156,000 sf in Downtown Oakland,
is one of the most expensive pure office spaces on the market with an asking rate of $5.75 psf on a monthly industrial-gross basis. 
Growth in the past several years has been driven by record breaking sale prices in the CBD, forcing the underwriting of higher 
rents, while new construction and givebacks of modern and recently renovated space have driven the rise specifically in the last
12 months. Rents are expected to decline in the coming months, though the magnitude will hinge on ongoing efforts to reopen the 
local and national economies. 
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Source: BLS, Moody’s Analytics.
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DEMAND: 2020 Occupancy Decline Continues
The declines of the first half of the year continued in the third quarter, with net absorption totaling negative 201,802 sf 
while occupancy has declined by 788,687 sf over the course of the year. The 2020 losses have thus erased the gains 
of 2019, when occupancy grew by 647,577 sf—driven mainly by the high-profile migrations of Blue Shield and Square 
into the market. While the decline can be attributed to depressed activity as the market responds to the ongoing 
pandemic, it is important to note that potential third quarter losses were offset by the delivery of 1100 Broadway, 
totaling 335,000 sf and fully preleased to UCOP and Credit Karma. While there has been a decrease in traditional 
office demand, life sciences demand is at a four-year high. Of the 900,000 sf of requirements we are tracking in the 
marketplace, nearly half are life sciences users, indicating a potential structural change in the East Bay tenant.

PG&E to Migrate to Market, Life Sciences to Dominate Headlines in Coming Months
Construction deliveries totaled 335,000 sf in the third quarter; this was entirely at 1100 Broadway in the Oakland CBD, 
fully leased to UCOP and Credit Karma. In the first quarter, Kaiser Permanente announced it will not be pursuing the 
construction of the Thrive Center, which, at 1.6 msf, would have been the second largest corporate campus in the Bay 
Area. This may result in Kaiser Permanente not vacating approximately 1.6 msf of existing product in 2024, when the 
Thrive Center was expected to deliver. In other news, PG&E recently announced plans to sell their San Francisco 
headquarters and move to Oakland. The proposal includes a 30+ year lease on the entire 900,000 sf building located 
at 300 Lakeside Drive in the Oakland CBD. In the second quarter, Steelwave announced plans for a 190,000 sf 
speculative life sciences conversion in West Berkeley. Considering the ongoing pandemic, the life sciences sector is 
highly active and currently accounts for 45% of our tenant demand tracking. We expect demand to continue rising in 
the coming quarters, while the construction pipeline will likely fill with a growing number of life sciences projects to 
solve for the scant amount of life sciences space currently on the market. 

AVERAGE ASKING RATE BY SUBMARKET (FULL SERVICE)

AVAILABILITIES BY SIZE SEGMENT

AVERAGE ASKING RATE BY CLASS (FULL SERVICE)

Outlook

• Net absorption totaled negative 201,802 sf in the third quarter and negative 788,687 sf for the year. 
Losses in the third quarter were somewhat offset by the delivery of 1100 Broadway, totaling 335,000 sf. 
Occupancy decline is expected to be more muted in coming quarters, though still negative. 

• Average asking rents closed out the third quarter at $4.42 psf, representing an 3% increase YOY. Several 
large blocks of recently renovated sublease spaces continue to prop up asking rents. Rents will likely 
decline in the coming quarters, though will remain propped up by high-end blocks of sublease space and 
higher life sciences asking rates at certain projects that fall within our office/R&D inventory.

• Life sciences requirements currently make up 45% of the total volume of tracked demand and will likely 
account for a greater share in the coming quarters.
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KEY LEASE TRANSACTIONS Q3 2020

SUBMARKET INVENTORY 
(SF)

SUBLET VACANT 
(SF)

DIRECT VACANT 
(SF)

OVERALL 
VACANCY RATE

CURRENT QTR 
OVERALL NET 
ABSORPTION

YTD OVERALL 
ABSORPTION (SF)

YTD LEASING 
ACTIVITY (SF)

UNDER CNSTR 
(SF)

OVERALL AVG 
ASKING RENT 

(ALL CLASSES)*

OVERALL AVG 
ASKING RENT 

(CLASS A)*

Richmond 2,734,643 17,762 244,563 9.6% -15,910 -16,268 5,543 0 $2.66 $2.09 

West Berkeley 1,283,295 66,532 46,497 8.8% -227 -80,676 114,013 0 $3.65 $6.25

Berkeley CBD 2,517,148 23,707 110,754 5.3% -24,367 -15,448 13,612 0 $3.69 $3.40 

Emeryville 4,718,299 160,551 610,340 16.3% -177,476 -258,183 174,771 0 $4.26 $4.55

City Center Oakland CBD 6,159,724 202,477 1,183,098 22.5% 179,349 -122,912 123,681 0 $5.21 $5.46

Lake Merritt Oakland CBD 7,260,969 317,957 570,674 12.2% -177,095 -351,592 198,238 0 $5.22 $5.39

Jack London Square 1,738,426 42,455 115,349 9.1% 461 -30,519 30,488 0 $3.25 $2.85

Oakland Coliseum 2,055,859 21,768 117,796 6.8% -10,473 27,236 15,193 0 $2.25 $2.76

Northern Alameda 1,754,433 89,313 375,797 26.5% 25,067 11,591 135,149 0 $4.41 $4.45

Southern Alameda 2,099,666 9,964 276,010 13.6% -1,131 48,084 13,262 197,000 $2.28 $2.98 

CLASS BREAKDOWN

Class A 16,067,579 577,014 1,910,902 15.5% 44,025 -320,115 525,541 0 $4.97 

Class B 12,897,308 355,879 1,344,240 13.2% -255,732 -508,448 199,365 0 $4.09 

Office/Flex 3,357,575 19,593 395,736 12.4% -173,308 -209,387 99,044 197,000 $2.71 

TOTALS 32,322,462 952,486 3,650,878 14.2% -201,802 -788,687 823,950 197,000 $4.42 $4.97 

*Rental rates reflect full service asking

**Stats are not reflective of  U.S. Overview Tables

PROPERTY SUBMARKET TENANT RSF TYPE

740 Heinz Ave West Berkeley Perfect Day 112,000 Sublease

850 Marina Village Pkwy Northern Alameda Heliotrope 24,800 Renewal

5980 Horton St Emeryville Kyverna Therapeutics 20,761 New Lease

1999 Harrison St Lake Merritt Oakland CBD CIRM 17,097 Renewal

501 Canal Blvd Richmond FIS 16,700 Renewal/Expansion
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Cushman & Wakefield (NYSE: CWK) is a leading global real 
estate services firm that delivers exceptional value for real 
estate occupiers and owners. Cushman & Wakefield is 
among the largest real estate services firms with 
approximately 53,000 employees in 400 offices and 60 
countries. In 2019, the firm had revenue of $8.8 billion across 
core services of property, facilities and project management, 
leasing, capital markets, valuation and other services. To 
learn more, visit www.cushmanwakefield.com or follow
@CushWake on Twitter.
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