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ECONOMY
San Francisco applied some of the toughest restrictions limiting the economic activities during the pandemic. However, with the 
robust citywide vaccination program, 80% of eligible residents have received at least one dose of the COVID-19 vaccine while 
nearly 70% of all San Franciscans were fully vaccinated at the end of June 2021. Consequently, the economy started to improve
after the City, following the State of California, lifted all COVID-19 restrictions on June 15, 2021, allowing all businesses to re-open 
at full capacity with masks not required in most situations. 

The unemployment rate has declined significantly to 4.9%, after reaching a peak of 11.9% when the effect of the global pandemic 
initially occurred last year. The median household income in San Francisco remained the highest in the country at $134,500, up 
2.5% from $131,200 one year ago, while the population grew by 0.6% year-over-year (YOY). The total retail sales were also up 
19.7% YOY to an estimated $41.5 billion in the second quarter of 2021.

MARKET OVERVIEW
In the second quarter of 2021, the overall retail vacancy rate in San Francisco rose to 5.4% and reached the highest figure since 
2006. The vacancy was up 20 basis points (bps) from 5.2% last quarter and 130 bps higher than last year’s rate of 4.1%. The 
increase of the vacancy rate in the second quarter was mainly due to supply growth. There was approximately 222,000 square feet 
(sf) of new space completed in San Francisco that brought the total retail inventory to 50.9 million square feet (msf). 

A major retail completion in the second quarter was the redevelopment of the former Macy’s space at Stonestown Galleria to a new 
221,400-sf three-level retail building. Regal Cinemas opened the 12-screen Regal Stonestown Galleria in May 2021; and Whole 
Foods Market and Sports Basement will follow suit in the second half of 2021. The developer, Brookfield Properties, also has plans 
for a 30-acre redevelopment, which is to include residential mixed-use at the current Stonestown Galleria parking lot.

In addition, 414,500 sf of retail space was under construction as the close of the second quarter. Most of the under-construction 
retail projects in San Francisco are redevelopment of the existing retail projects, such as 100 Stockton Street (formerly the Macy’s 
Men’s store) and the future IKEA at 945 Market Street.

After six quarters in the red, the net absorption was positive at 119,400 sf in the second quarter. Reopening of stores and 
restaurants, which closed during the pandemic, dominated the activities in the second quarter. Some new openings during the 
second quarters were La Cocina Municipal Marketplace, a women of color-led food hall in the Tenderloin; the first H Mart, a Korean 
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PROPERTY SUBMARKET MAJOR TENANT SF OWNER / DEVELOPER
3251 20th Avenue (Stonestown Galleria) –
Redevelopment

Lakeshore Whole Foods, Sports Basement, Regal Cinemas 221,400 Brookfield Property REIT, Inc.

PROPERTY SUBMARKET SELLER / BUYER SF PRICE/$ PSF

2001 Van Ness Avenue Van Ness Astorian Family Trust / TRA Investments LLC JV Mark Hutchinson 40,000 $12.3M / $306

2415 Mission Street Mission District Jered Kenna; 20Mission Inc / Argentic Services 32,500 $7.3M / $223

150-154 7th Street SoMa 150-7th Street Property LLC / West Bay Pilipino Multi-Services Inc 7,500 $3.1M / $417

2283 Chestnut Street Marina Taylor Family Living Trust / Mitchner Wertheimer Trust; Rabb Family Trust 4,400 $3.6M / $815

3491 California Street (Gap Kids) Laurel Heights 3491 California Street LLC / Robert Jackson 4,150 $4.1M / $988
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grocery store, in San Francisco on Alemany Boulevard; Musiquarium @ the Selfie Market, a 6,000-sf exhibition with music inspiration, in Westfield San Francisco Centre; Harmonic 
Brewing at Thrive City (Chase Center); and Empress By Boon, a modern Cantonese restaurant in a historic banquet hall, in Chinatown.

UNION SQUARE / POST STREET
Despite the further reopening of the economy and a bounce in customer spending, downtown San Francisco still faces many challenges toward recovery. The City is still slow in 
employees’ return to the office – the customer base to support the surrounding retail, bars and restaurants. Additionally, the convention business, which dominated the tourist 
market in the City, has not returned this year. Thus, the retail vacancy in Union Square continued to tick upwards to 13.9% as of the second quarter of 2021, up 30 bps from 13.6% 
figure last quarter and 490 bps from 8.7% one year ago. 

To boost foot traffic and draw workers and visitors back to downtown, San Francisco Mayor London Breed has created the Downtown Recovery Program. The over $9.0 million 
investment would fund the presence of Community Ambassadors in downtown transit hubs and tourist destinations to make downtown and Union Square feel welcoming, engaging, 
and open for business; improvement of Hallidie Plaza (a gateway to Union Square at the Powell Street BART station); and create arts and cultural events throughout downtown.

Pricing started to stabilize in the second quarter of 2021. Asking rents for premier ground floor retail space in Union square was recorded at $495 per square foot per year (psf), 
unchanged from last quarter. It was down 13.9% from $575 psf one year ago. Meanwhile, the rental rate on Post Street also remained the same as last quarter’s figure at $295 psf, 
down 15.7% from the figure a year ago. 

INVESTMENT MARKET
Sales transactions in San Francisco in the second quarter were mostly small retail buildings. According to Real Capital Analytics’ data, only six properties with a total of 88,600 sf of 
retail space traded hands with total investment sales of $36.8 million in the second quarter of 2021.

PROPERTY SUBMARKET TENANT RSF TYPE

211 Austin Street Van Ness Arthur Murray School of Dance 6,000 New Lease

1823 Divisadero Street Lower Pacific Heights Park Gym 5,000 New Lease

1648 Pacific Avenue Polk Gulch The Jug Shop 4,700 New Lease

2300-2316 Polk Street Polk Gulch Nisei 4,100 New Lease

3820 24th Street Noe Valley N/A 3,700 New Lease
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