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Strongest Quarter of Positive Net Absorption since Pre-
Pandemic

With a positive Q4 at 950,610 SF the fourth quarter marks
only the third time the market has seen positive net
absorption since the start of the pandemic in the first
quarter of 2020. This also marks the highest quarterly
positive net absorption since Q2 2018. This is despite a
slight uptick in the San Francisco metro unemployment rate
increasing by 10 basis points.
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Hot Tenant Demand Encourages Lowering Vacancy Rates

For 21 consecutive quarters, San Francisco's citywide
vacancy rate has rose up until Q1 2025, reaching a high of
36.7%. Transwestern was correct in believing that marked
the peak as San Francisco has seen three-consecutive
quarters of declining vacancy rates. Although far from
historical norms, Q4 vacancy rate closed at 34.2%, marking
a 2.5% decrease from historic highs. With both deal count
and activity increasing this year, the combination of these
factors is expected to lead to a continued reduction in
vacancy rates moving forward. However, because of the
drastic increase in tenant activity, rents are eager to retain
their previous high standings leading to a high increase in
prime spaces.
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Investment Volume Strong to Close out 2025

2025 marks the first time since 2021 that office sales have
eclipsed $1 billion in activity, totaling $1.79 billion on the
year. Q4 totaled just over $700 million in office sales,
marking the highest quarterly number since Q1 2021. This
is also well above the 5-year quarterly average of $257
million.
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177
156
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1,170 1,560
590 550
410 3,440
730 1,260
260 300
1,220 1,710
2,150 4,140
1,760 1,290
860 670
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1,140 1,170
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731
721
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86.7
29.5
7R
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36.5
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NA
6.40%
6.00%
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6.40%
8.60%
7.49%
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This document constitutes an analysis of the United States Office Market by
TRANSWESTERN  Commercial Services, LLC. TRANSWESTERN  Commercial
Services, LLC is a BNP Paribas Real Estate Alliance member in the field of real
estate advisory services. TRANSWESTERN Commercial Services, LLC and BNP
Paribas are unaffiliated and independent parties. TRANSWESTERN Commercial
Services LLC, a Delaware limited liability company, whose registered office is
located at 19 West Loop South, Suite 1300, Houston, Texas 77027 under the
number 2887228. This document is for use and distribution exclusively outside
the United States and is intended only for non-U.S. residents. The report and the
information contained in it may not be copied or reproduced without prior
permission from TRANSWESTERN.  This document has been prepared for
informational purposes only. Although the information in this document has been
obtained from sources which BNP Paribas Real Estate believes to be reliable, BNP
Paribas Real Estate does not represent or warrant its accuracy, and such
information may be incomplete or condensed. This document does not constitute
an offer to sell or to buy any financial and/or real estate products/services and
shall not, under any circumstances, be construed as a public offer of securities.
All estimates and opinions included in this document constitute a judgment as of
the date of the document and may be subject to change without notice. BNP
Paribas Real Estate or its affiliates or TRANSWESTERN will not be responsible for
the consequences of reliance upon any opinion or statement contained herein or
for any omission.
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