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ECONOMY
The economic fundamentals as well as the retail and restaurants businesses in San Francisco showed continued improvement in 
the fourth quarter of 2021, before the Omicron variant spread rapidly in the last weeks of December. Governor Gavin Newsom 
signed a COVID-19 recovery package in early October that helps bars and restaurants in California keep parklets (a conversion of
parking spots into outdoor seating) open and continue to-go cocktails. In November, San Francisco introduced a new city program 
called “First Year Free”, which waives first-year permit, initial license, and initial business registration fees for new small businesses. 
Also in November, the U.S. lifted travel restrictions for international travelers with proof of vaccination and negative coronavirus test, 
which increased the travel bookings for the holiday season in San Francisco. In addition, many companies currently implement the
hybrid workspace, in which employees can split time between working in the office or remotely.

The unemployment rate in San Francisco continued to decline throughout 2021 and was recorded at 4.5%, down from 6.6% one 
year ago. The median household income remained the highest in the country at $133,900, up 3.7% year-over-year (YOY). 
Meanwhile, the population showed a stable growth at 0.6% YOY. Additionally, total retail sales were strong in the fourth quarter of 
2021, up 25.0% YOY to an estimate $37.6 billion from $30.1 billion last year.

MARKET OVERVIEW
The San Francisco retail market ended the fourth quarter of 2021 with an overall vacancy rate of 5.4%, equal to last quarter’s figure, 
but an increase of 60 basis points (bps) from the 4.8% rate at the end of 2020. The total retail inventory in San Francisco was 
recorded at 50.9 million square feet (msf) at the end of 2021.

Some notable openings in the fourth quarter of 2021 were Pact, Cotopaxi and Vrai in Hayes Valley; Madewell in the Marina; 
Cuyana, Knix and Lunya in Pacific Heights; and Osito Restaurant in the Mission District. Joybird, a furniture company from South 
California, signed a lease at the former Williams-Sonoma store at 2000 Chestnut Street in the Marina. Conversely, Walgreens 
closed five stores in San Francisco in the fourth quarter, while CVS plans to close six of its 21 city stores in January 2022.

UNION SQUARE / POST STREET
Retail lease transactions in Union Square was active in the last quarter of 2021. The Art of the Brick Exhibition, the world’s most 
popular display of LEGO art, opened at the historic One Grant Avenue and Omega, a luxury watchmaker, opened a boutique store 
at 103 Geary Street. Additionally, Yves Saint Laurent will be expanding and relocating to 90 Grant Avenue, taking over the former
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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

384 Post Street (Saks Fifth Avenue) Union Square Madison International JV DWS Group Americas / Lincoln 
Property Co JV Cara Investment GmbH 135,000 $156.0M / $1,156

1200 Larkin Street (Don’s Automobile) Nob Hill Paceline Investors / Sterling Organization 37,800 $19.4M / $513

340 Post Street (Williams-Sonoma) Union Square TMINE, Inc. / Stockdale Capital Partners 20,000 $63.0M / $3,147

451 Jackson Street Jackson Square Gregory A Markoulis / Urban Green Investment 13,500 $12.8M / $948

39 Stockton Street Union Square Vanbarton Group / Sterling Organization 12,300 $11.0M / $896

SOANY GUNAWAN
Senior Research Analyst
+1 415 658 3665 /soany.gunawan@cushwake.com

ROBERT SAMMONS
Senior Director
+1 415 773 3514 / robert.sammons@cushwake.com

Nespresso. Meanwhile, some closures in the fourth quarter included DSW at 400 Post Street, Diesel at 800 Market Street, Timberland at 845 Market Street and New Balance at 
856 Market Street. Consequently, the direct vacancy rate in Union Square was recorded at 14.0% at the end of 2021, down from 14.5% last quarter. It was the first quarterly 
vacancy rate decrease since the third quarter of 2019. This figure, however, was still 130 bps higher than the 12.7% vacancy rate at the end of 2020.
Customer visits to Union Square showed an increasing trend in the last quarter of 2021. According to Placer.ai, the total monthly foot traffic reached almost 1.5 million in December. 
The average monthly visits in the fourth quarter of 2021 were recorded at over 1.1 million, almost double the number of 581,000 visits in 2020, but still 57.6% lower than the 2.0 
million in the same period of 2019. The surge of the Omicron variant, however, delayed full office returns and muted business conventions and tourism. In addition, there has been 
some high-profile robberies in Union Square, which added more challenges to retail recovery in downtown San Francisco. To reassure the safety in Union Square, the City of San 
Francisco launched traffic control measures, which closed the streets to vehicle traffic after 7 p.m., and increased police presence around the area.

The rental rate for premier ground floor retail space in Union Square has essentially been flat in 2021, closing the fourth quarter at $495 per square foot per year (psf), down just 
1.0% from $500 psf at the end of 2020. The rental rate on Post Street also remained almost flat at $295 psf, down 1.7% from $300 psf a year ago. 

INVESTMENT MARKET
The retail investment sales in San Francisco were very active in the fourth quarter of 2021. According to Real Capital Analytics, a total of 252,400 sf of retail space in San Francisco 
(or 58.0% of the total transactions in 2021) traded hands during the fourth quarter, bringing the total 2021 retail transaction volume to 434,800 sf. Total investment sales in the 
fourth quarter were $288.1 million, which brought the 2021 total to $371.5 million, up 15.7% from the 2020’s figure of $321.0 million.
Some significant transactions in the fourth quarter occurred in Union Square, such as the sale of 135,000-sf Saks Fifth Avenue at 384 Post Street, the Williams-Sonoma building at 
340 Post Street, and a couple of retail buildings at 39 Stockton Street (formerly occupied by Disney Store) and at 226 Powell Street.

PROPERTY SUBMARKET TENANT RSF TYPE

1 Grant Avenue Union Square Art of the Brick (LEGO) 24,400 New Lease

1650 Pacific Avenue Polk Gulch Modern Animal 15,500 Sublease

2000 Chestnut Street Marina Joybird 3,100 New Lease

90 Grant Avenue Union Square Yves Saint Laurent 2,500 New Lease
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