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ECONOMY: California Reopening Gains Momentum
The East Bay, consisting of Alameda and Contra Costa counties, recorded positive job growth with 55,100 jobs added year-over-
year (YOY), bringing regional employment to nearly 1.16 million. This translated to an unemployment rate of 4.6%, a decline of 240 
basis points (bps) from the same period in 2020. After a spike in cases late in the fourth quarter of 2021 threatened to derail the Bay 
Area’s recovery, the first quarter of 2022 brought significant improvement. In the East Bay, the majority of mask and social distancing 
mandates were dropped and occupancy levels saw an increase across property types. As elevated vacancy has plagued the office 
and retail sectors, the East Bay industrial market recorded one of its strongest years on record in 2021 and has carried that
momentum into 2022.
SUPPLY: Sublease Spikes, Vacancy Keeps Falling
The vacancy rate in the East Bay Oakland industrial market was just 3.7% at the close of the first quarter, down 90 bps YOY despite 
2.0 million square feet (msf) of new construction over the same period, the majority of which delivered on a speculative basis. 
Vacancy for manufacturing space was a scant 3.2% in the first quarter as a lack of new inventory has placed significant downward
pressure on vacancy. Manufacturing product has seen inventory decline in recent quarters as investors capitalize on growing life
science demand by converting existing manufacturing product into High Technology/Life Science space. Warehouse vacancy was 
down 30 bps from the end of 2021 to 4.2%, recording approximately 260,000 sf of positive net absorption. No new construction was
delivered for the first time since mid-2020, allowing demand to catch up to the robust pipeline of warehouse development.  On a 
direct basis, net absorption was over 1.1 msf in the first quarter, but three new sublease availabilities from Amazon, the largest of 
which is over 500,000 sf, held vacancy to a modest decline. However, they may prove to be a short-lived bump in vacancy as DHE 
has already leased one of the spaces for just under 300,000 sf. As they and several other significant transactions occupy in the
coming quarters, vacancy is expected to continue its decline. While a smaller number of +100,000-sf tenants vie for the region’s
largest spaces, the market is growing extremely tight for the many occupiers looking for 25-50,000 sf. The number of vacancies in 
that size range has declined 41% YOY.
PRICING: Demand Drives Higher Rents
The average asking rate for East Bay industrial closed the first quarter at $1.09 per square foot (psf) on a monthly triple net basis, up 
$0.01 from the prior quarter and up $0.15 YOY.  Large, newly constructed vacant spaces have had a dramatic effect on asking rents 
in submarkets like Richmond and Oakland, which in 2021 added a combined 1.1 msf of new vacancy to the market, asking over 
$1.10 NNN. However, asking rates held at record highs despite a lack of new construction in the first quarter showcasing how strong 
demand has allowed landlords to push rates on existing inventory across the I-880 corridor. Some of the strongest growth has 
occurred for vacancies in the sub-50,000 sf category, where limited availability has driven pricing. The asking rate is not the only area 
to record recent increases. In the first quarter, the market began to see annual rental escalations for signed leases creep above 3%, 
a rate that had long been the market standard.  Amidst dwindling vacancy and rising rates, landlords are feeling the pressure to sign 
deals today that will not fall behind the market.
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DEMAND: No Sign of Slowing
The East Bay industrial market recorded its seventh consecutive quarter of positive net absorption, with gross activity 
just shy of 2.9 msf in the first quarter. The largest new lease of 2022 was signed by a confidential tenant for all 
466,000 sf at CenterPoint’s recently delivered 1300 Maritime in Oakland. Tenant demand for newer construction was 
particularly apparent this quarter with all three of the largest transactions occurring in buildings less than four years 
old.  Also of note was the preleasing of 47540 Kato in Fremont, a 110,000-sf manufacturing property that is 
anticipated to deliver in early 2023. The East Bay market has recorded a surprisingly low amount of pre-leasing in 
recent years, with most properties recording a one to two quarter lag time between completion and lease up.  
However, the demonstrated demand for new space in the first quarter and over 4.2 msf of active requirements in the 
market are expected to keep up with the development pipeline and keep vacancy low.

CAPITAL MARKETS: East Bay Industrial Continues to Trade
Strong market fundamentals continued to draw significant investment in the region. The largest sale of the quarter 
was Fortinet’s acquisition of 1200 Whipple Road in Fremont. The 257,400-sf warehouse was purchased for $65.7 
million or $255 per square foot (psf). While the property was 100% occupied at the time of sale, Fortinet will likely plan 
on occupying in the future. The market also recorded an uptick in smaller transactions with multiple properties 
between 20,000-30,000 sf trading hands. Despite rising interest rates emerging as a headwind to investment, the 
scarcity of developable land and strong market fundamentals are expected to keep investment flowing in the coming 
quarters. 

DIRECT AND SUBLEASE AVAILABLE SPACE

AVAILABILITIES BY SIZE SEGMENT

OVERALL AVERAGE ASKING RATE BY SUBMARKET (NNN)

Outlook

• Asking rents at the end of the first quarter were $1.09 psf. Looking forward, rent growth will continue 
modestly, given strong demand and new construction.

• There is just shy of 2.0 msf currently under construction, the majority of which is available.  This pipeline 
could create temporary spikes in vacancy, but robust tenant requirements are expected to absorb the 
space as it delivers throughout 2022.   

• The vacancy rate was 3.7% at the end of first quarter, having ticked down 20 bps from the fourth quarter, 
and down 90 bps from this time last year. Vacancy is expected to hold or decline modestly in future 
quarters as tenant demand contends with the delivery of new construction.
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KEY SALES TRANSACTIONS Q1 2022

PROPERTY SUBMARKET TENANT RSF TYPE

1300 Maritime Street Oakland Confidential 466,437 New Lease

100 Halcyon Drive San Leandro DHE 294,146 Sublease

6045 Giant Road Richmond Confidential 203,500 New Lease

48541-48551 Warm Springs Boulevard Fremont S&M Moving Systems North, Inc. 186,890 Renewal

47540 Kato Road (Under Construction) Fremont Zoox 110,558 New Lease

33210 Central Avenue Union City Western Allied Mechanical 105,486 New Lease

KEY LEASE TRANSACTIONS Q1 2022

*Rental rates reflect weighted net asking $psf/month
*These values not reflective of the U.S. MarketBeat Tables

MF = Manufacturing W/D = Warehouse/Distribution

PROPERTY SUBMARKET SELLER / BUYER SF PRICE/ $PSF

1200 Whipple Road Union City James Campbell Company LLC / Fortinet, Inc. 257,000 $65.7M / $255

27601-27607 Industrial Boulevard (Portfolio) Hayward Allan A & Kimberely L Henderson / Ark Row Industrial 
Partners, LLC 30,808 $7.7M / $250

306 Adeline Street Oakland Hall Family Trust / Allegiance Hillview LP 22,624 $6.7M / $297

4700 Horner Street Union city ProMax Investment and Development / Lyles 
Construction Group 22,000 $3.5M / $159

3162 Baumberg Avenue Hayward Raymond Mah /  Ted & Marie Giouzelis 20,000 $5.4M / $271
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Richmond 13,739,337 787,803 5.7% 250,006 250,006 453,603 0 $1.00 $1.30 $1.09

Berkeley 6,426,004 32,554 0.5% 69,945 69,945 0 0 $1.08 $1.49 $1.32 

Emeryville 2,643,874 118,224 4.5% -13,824 -13,824 0 0 $1.08 $1.00 $1.01 

Oakland 38,605,109 1,566,898 4.1% -104,770 -104,770 534,208 0 $1.02 $0.98 $1.00 

San Leandro 28,560,173 1,410,259 4.9% -129,099 -129,099 0 0 $1.17 $1.20 $1.18

Hayward 39,786,209 1,350,952 3.4% -32,890 -32,890 742,453 0 $1.10 $0.87 $1.05

Union City 13,664,513 423,291 3.1% -22,684 -22,684 0 0 $1.40 $0.72 $0.94

Newark 9,713,668 304,585 3.1% 59,878 59,878 0 0 $1.52 $1.26 $1.31

Fremont 23,241,664 503,430 2.2% 258,431 258,431 110,558 0 $1.25 $1.58 $1.50

EAST BAY OAKLAND TOTALS 176,380,551 6,497,996 3.7% 334,993 334,993 1,840,822 0 $1.06 $1.12 $1.09
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