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San Diego Office Market Remains Resilient:
Innovation Growth and Capital Discipline Shape Q2

Market Overview

+ Geopolitical uncertainty, including continued developments in the Vaca ncy Summary
U.S.-Iran conflict, has increased volatility across global shipping San Diego County Markets, Q2 2026
and capital markets. While San Diego office fundamentals have
limited direct exposure, elevated borrowing costs continue to rein- Q22026 Q12026 Change
force selective underwriting and investor preference for stabilized, - Direct 12.95%  12.90%
high-quality assets. i 2 !
2's  Sublease 061%  0.75% d
+ Downtown San Diego recorded a 28.0% vacancy rate in Q2 2026 but S ® \
remains the preferred location for government agencies, law firms, =& Total 13.56%  13.65% J
and accounting firms, supporting steady demand for institution- - n
al-quality office space. g‘é Class A 16.24%  16.44% \L
c .
. . . . . . . . T bd
+ Life science and innovation-related industries continue to drive long- § % Class B 1312%  13.39% i

term office demand, highlighted by Novartis breaking ground on its
466,000-square-foot biomedical research campus at Campus Point
and Eli Lilly opening a new Gateway Labs R&D incubator in Torrey
Pines.

+276,000 SF 168,000 SF

+ San Diego’s medical technology sector continues to expand, with

Carlsmed advancing commercialization of its Al-powered personal- Net Absorption Under Construction
ized spine technology following its successful IPO in 2025. Q2 2026 Q2 2026
+ Cybersecurity remains a significant economic driver, contributing —
approximately $4.3 billion annually to the regional economy and /O 3.9% 1 3.6%
supporting continued growth in the technology sector.
Unemployment Total Vacancy Rate
* Venture capital investment remains strong, with San Diego startups SD County - May 2026 All Classes - Q2 2026

raising more than $2.5 billion through mid-year 2026, reinforcing the
region’s position as a leading life science and innovation hub.

Top VC Deals | Q2 2026
Job Market - Last 12 months Shield Al $28B

Source: Bureau of Labor Statistics, 12-month change (5/2026-5/2026), San Diego
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cAMPfield Therapeutics $180M
Element Biosciences $175M

Radar $170M
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Office Absorption, Vacancy, & Trends

+ Slower job growth is increasing the probability of additional interest rate cuts, which could improve financing conditions
and support leasing activity in the coming quarters.

+ San Diego County recorded 1.03 million SF of leasing activity during Q2 2026, representing a 17% decrease from the
previous quarter and a 22% decline compared to Q2 2025.

+ Atotal of 337 office leases were completed during the quarter, with an average transaction size of 3,056 SF, reflecting
continued demand from small- and mid-sized tenants.

+ Sublease activity remained limited, accounting for just 11 transactions, or approximately 3% of total leasing activity, indicat-

ing relatively stable sublease inventory.

+ Leasing activity is expected to remain steady through the remainder of 2026, with improving market conditions and poten-
tial for stronger tenant demand entering 2027.

+ Downtown redevelopment efforts continue to reshape the urban core, as the City seeks proposals to redevelop the Old
Central Library site into a mixed-use project with a focus on affordable housing.

Large Office Tenant Activity

Largest Q2 2026 Office Tenant Leases

Tenant Size (SF) Submarket Location

BOSCH 25,266 SF Kearny Mesa 5625 Copley Drive Rece nt OSS D Tea m
Client Successes

LUMINIZE 22,165 SF Downtown 750 B Street

PubRec LLC 17,470 SF Downtown 350 10th Avenue 3

Premier Workspaces 17,129 SF Carmel Valley 12526 High Bluff Drive

SUNDT Construction 15,639 SF Mission Valley 1660 Hotel Circle North

Largest Q2 2026 Office Building Sales

Address Size (SF) Sale Price Price/SF Location

1420 Kettner Blvd 123,079 SF $30,500,000 $248/SF Downtown . .
Ticor Title
Titl mpany | Mission Vall
12220 Scripps Summit Dr 129,919 SF $25,000,000 $192/SF Scripps Ranch 0% CempEm || issem el s
11770 Bernardo Plaza Ct 75,598 SF $18,250,000 $241/SF ~ Rancho Bernardo
5575 Ruffin Rd 34,076 SF $12,075,000 $354/SF Kearny Mesa
5050 Avenida Encinas 51,162 SF $9,700,000 $190/SF Carlsbad

2 Tenant Outlook Report | Q22026

Office Market Overview | Q2 2026

EXISTING PROPERTIES VACANCY NET ABSORPTION
Total Direct Sublease Total Prior Qtr Net Abs
Submarket/ Inventory Vacancy Vacancy Vacancy Vacancy Current Qtr

Class Rate Rate Rate Rate

22 7,869,638 26.01% 0.43% 26.45% 27.19% 58,072 130,887

B 30 2,579,965 27.00% 1.04% 28.03% 28.87% 21,663 28,692

C 15 444,503 42.64% 0.00% 42.64% 40.17% (10,976) (6,443)

Total 67 10,894,106 26.93% 0.56% 27.48% 28.12% 68,759 153,136

15 2,555,020 15.30% 1.33% 16.63% 16.90% 6,943 62,136

B 61 2,886,115 12.90% 0.34% 13.24% 14.27% 29,908 44,143

C 62 1,577,542 6.74% 0.13% 6.87% 6.73% (2,147) 10,199

Total 138 7,018,677 12.39% 0.65% 13.04% 13.53% 34,704 116,478

18 2,212,045 10.54% 1.13% 11.67% 12.78% 24,548 25,616

B 97 4,700,759 7.83% 0.04% 7.87% 8.97% 51,810 87,245

C 91 1,783,343 6.75% 0.08% 6.83% 7.53% 12,437 34,338

Total 206 8,696,147 8.30% 0.33% 8.62% 9.64% 88,795 147,199

—

28 4,877,098 13.37% 1.43% 14.80% 15.16% 17,743 88,595

B 15 1,074,836 18.42% 0.00% 18.42% 19.06% 6,936 9,181

C 3 140,234 1.96% 0.00% 1.96% 1.96% 0 0

Total 46 6,092,168 14.00% 1.15% 15.14% 15.55% 24,679 97,776

21 3,677,156 9.61% 1.74% 11.34% 9.23% (77,925) (104,287)

B 35 2,531,261 13.61% 0.12% 13.73% 13.50% (5,842) 4,094

C 35 710,256 14.49% 1.65% 16.15% 10.47% (40,312) (55,358)

Total 91 6,918,673 11.57% 1.14% 12.71% 10.92% (124,079) (155,551)

42 3,603,256 9.44% 0.81% 10.25% 11.57% 47,457 26,640

B 23 954,304 15.58% 3.40% 18.98% 18.68% (2,905) 4,578

C 1 13,914 0.00% 0.00% 0.00% 0.00% 0 0

Total 66 4,571,474 10.70% 1.35% 12.04% 13.02% 44,552 31,218

19 2,301,154 5.97% 0.00% 5.97% 6.30% 7,507 (5,701)

B 58 3,268,301 16.58% 0.19% 16.77% 16.26% (16,718) 13,289

C 31 490,210 6.63% 0.00% 6.63% 4.57% (10,104) (5,715)

Total 108 6,059,665 11.75% 0.10% 11.85% 11.53% (19,315) 1,873

47 2,497,091 17.86% 0.63% 18.49% 18.21% (6,988) (78,942)

B 111 3,263,297 18.43% 1.15% 19.57% 18.58% (32,621) (24,300)

C 37 507,944 15.34% 0.11% 15.44% 14.67% (3,913) (17,450)

Total 195 6,268,332 17.95% 0.86% 18.81% 18.12% (43,522) (120,692)

34,411,930 15.33% 0.91% 16.24% 16.44% 68,576 172,505

B 954 32,703,203 12.62% 0.49% 13.12% 13.39% 88,943 219,839

C 1,127 14,540,696 8.03% 0.16% 8.19% 7.63% (82,039) (23,796)

81,655,829 12.95% 0.61% 13.56% 13.65%
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New Office Supply

High-profile Office & Life Science projects currently proposed,
planned or under construction include:

Owner/Project Size

Seaport Village Redevelopment / Protea & THWY1 /

(Proposed) $3.6B project on 105 acres & 2.7M of office/

mixed-use Port of San Diego Commissioners agreed TBD
to extend the term of its negotiating agreement with

developer THWY1 through Oct. 1, 2027

U.S. Navy Old Town Campus

Formerly NAVWAR & SPAWAR 1,000,000 -
. 2,000,000 SF

70.3-acre redevelopment of Navy's 80-year-old TBD
WWII aircraft plant
SDSU Mission Valley / LPC West
Phase 1 Consisting of 315,000 SF Office, Lab and Amenity 1,600,000 SF
space Planned Phases thru 2037 at $3.5 Billion Total Cost
Millenia Smart Park / Chestnut Properties
324,000 SF; 420,000 SF; 700,000 SF paanonosr
1st Phase 168,000 SF Office Building
Science Research Park / UCSD - Wexford Partnership

) ; 1,000,000 -
Life Science/Technology Redevelopment on UCSD Campus 1400000 SE
Construction Planned to Begin in Q3 2024 e
North City / Sea Breeze Properties / Proposed 1,000,000 SF
Makers Quarter / Portions Under Construction & Planned 1,000,000 SF
OnPoint Tech Center / OnPoint Development / Proposed 1,000,000 SF
Towne Center View / BioMed / Securing Permits 1,000,000 SF
Costa Verde / Regency Centers & Alexandria Joint Venture 700,000 SF
Pacific Center (Life Science) - Sterling Bay's First Stage
Opened Q2 2025 690,000 SF
Corner of Pacific Heights Blvd & Mira Mesa Blvd
Former Salvation Army Property / Kilroy / Proposed Office 600,000 SF
Santa Fe Summit (HWY 56) / Kilroy
Proposed Office Q4 2024 EeUnysl?
Torrey View / Breakthrough Properties
Life Science Under Construction 520,000 5F
Merge 56 / Sea Breeze Properties 485,000 SF
The Preserve @ Torrey Highlands / Cisterra / Planned 420,000 SF
The Row at Civita / Sudberry Properties / Planned 420,000 SF
Genesis Science Center / Phase 3 Real Estate (Life Science)
5530 Morehouse - 330,000 SF BTS 330,000 SF
WEST / Courthouse Commons / Holland Partners 280,000 SF
2045 Pacific HWY in Little Italy / Kilroy / Planned Office 275,000 SF
The Post / Hammer Ventures
Pt. Loma Post Office - 2535 Midway Drive Planned RIS
Pacifica / City Office
Planned to Break Ground in 2022 180,000 SF
4930 Directors Place / Healthpeak Properties / 163,000 SF
Sorrento Therapeutics Under Construction '
UniverCity broke ground on a 168,000 SF office building
to be shared with the Chula Vista Public Library occupying 168,000 SF
60,000 SF
10251 Vista Sorrento Pkwy (Vista Sorrento Labs) 116,000 SF

Ground-Up Lab Conversion
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Large office projects with major renovations planned and/or
underway include:

Project Size Submarket
The Campus at Horton (324 Horton Plaza)/
Stockdale (Q4 2025)

Former Horton Plaza plans to develop Two
40-story apartment towers on top of former
Macy's Department store for 518 apartments &
12,600 SF of additional retail

750,000 SF+ Downtown

Offices in 70 countries
on 6 continents

$5.7 billion in annual revenue
2 billion square feet under management
24,000+ professionals and staff
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