
M A R K E T B E AT

Industrial Q3 2021

SAN MATEO COUNTY

ECONOMY: Unemployment Inching Downward
One year ago, U.S. job losses reached levels unseen since the Great Depression. As the COVID-19 vaccine was rolled out earlier this year 

and the economy began to open, improvement was initially slow. However, in the San Francisco metropolitan statistical area (San Francisco 

and San Mateo counties), there have been strong gains with an increase of 59,000 jobs on a year-over-year (YOY) basis. The unemployment 

rate has declined from its high in 2020, with the quarterly figure now at 4.6%, well below the 11.9% recorded one year ago. This is 

significantly lower than the U.S. unemployment rate of 5.2%. For San Mateo County (SMC) alone, YOY jobs increased by 12,900 while the 

unemployment rate stands at 3.1%, down from 7.7% one year ago. As businesses fully reopen, these employment numbers are expected to 
improve further.

SUPPLY: Steady Increase Continues
San Mateo County’s industrial vacancy increased to 6.3% at the end of the third quarter, a jump of 100 basis points (bps) from last quarter’s 

reading of 5.3% and a jump of 80 bps from the 5.5% recorded one year ago. Even though vacancy has increased for the past nine of ten 

quarters, it remains relatively low, with minimal premium space available. It is worth noting that warehouse makes up 94% of the current 

vacancy. Sublease space has remained stable throughout the downturn and currently only accounts for 6.0% of all the vacancy. There is no 

new supply slated to hit the market, as construction remains stagnant with no projects currently underway nor expected to break ground in 

the near-term. Given that highest and best use in this space-constrained market skews much more towards office, R&D/life science and 

multi-family, this is not surprising. 

DEMAND: Tenants Holding Off
The San Mateo industrial market ended the third quarter with a negative net absorption of 401,000 sf. However, this is slightly improved from 

negative 425,000 sf just one year ago. The quarterly average year-to-date at negative 118,000 steadily decreased from 2020 at negative 

231,000 sf. Leasing activity picked up to roughly 321,000 sf. This metric is above the 2020 quarterly average of 269,000 sf. This market 

remains sluggish due to the lack of quality space. Tenants have been gravitating to adjacent markets that are both lower-priced and have 

superior space available. In addition, San Mateo County has continued to attract tenants for various other product types such as office, R&D 

and life science.

PRICING: Asking Rents Increase
The average asking rate in San Mateo County hit its recent historical high of $1.71 per square foot (psf), on a monthly basis, triple net, during 

the third quarter of 2021, after dropping to $1.51 psf during the third quarter of 2020. Because of the lack of space, it is not surprising to see 

these small fluctuations for this metric. The average rate for manufacturing and light industrial product was $2.50 psf while warehouse 

product reached $1.63 psf. Though warehouse has generally performed well during the pandemic (due to the rise of e-commerce), tenant 

demand competes with other parts of the Bay Area offering modern space attributes and affordable prices.
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KEY LEASE TRANSACTIONS Q3 2021

PROPERTY SUBMARKET RSF TYPE

572-576 Eccles Ave S. San Francisco 64,795 Warehouse

470 Valley Dr Brisbane 35,915 Warehouse

91-99 Park Ln Brisbane 30,308 Warehouse

1576 Rollins Rd Burlingame 25,000 Warehouse

572-576 Eccles Ave S. San Francisco 24,194 Warehouse

MARKET STATISTICS

*Rental rates reflect asking $psf/month converted to Triple Net MF = Manufacturing W/D = Warehouse/Distribution
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Brisbane/Daly City 5,613,059 409,430 7.3% -252,732 -223,632 0 0 $1.35 $1.44 $1.44 

S. San Francisco/San Bruno 17,541,881 1,641,102 9.4% -37,163 -273,498 0 0 $1.25 $1.56 $1.56 

Burlingame/Millbrae 4,413,583 226,147 5.1% -30,168 87,154 0 0 $2.50 $1.65 $1.66 

NORTH COUNTY 27,568,523 2,276,679 8.3% -320,063 -409,976 0 0 $2.50 $1.55 $1.55

San Mateo/Foster City 1,296,188 18,477 1.4% 241 26,776 0 0 $1.70 $2.11 $2.01 

Belmont/San Carlos 6,914,622 105,596 1.5% -17,132 67,840 0 0 $2.81 $3.18 $2.90 

Redwood City 3,864,876 158,101 4.1% -66,835 -45,690 0 0 $2.43 $2.36 $2.38 

Menlo Park 1,898,653 53,060 2.8% 2,446 4,546 0 0 $2.25 $1.35 $2.25 

TOTAL 41,542,862 2,611,913 6.3% -401,343 -356,504 0 0 $2.50 $1.63 $1.71 
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