
Fourth quarter leasing activity 

expected to pick up

The technology sector continues to drive the local economy, albeit at a 
more measured pace, with expansion of cloud, social media, and e-
commerce sectors leading the way. San Francisco County has added 
8,600 jobs year-to-date, bringing total jobs to 457,100, a high only last 
seen in the dot.com boom of the early 2000s. This positive economic 
setting, paired with buoyant tenant demand, has led to further 
speculative development starts as well as a recent flood of properties 
to the investment sales market.

Leasing activity remained modest, down 30.0 percent year-over-year, 
but has showed signs of growth. The third quarter saw only a handful 
of deals done over 50,000 square feet, despite the fact that there are 
over 20 tenants in the market currently seeking over 100,000 square 
feet of office space, many either seeking to renew or to expand. With 
lease expirations quickly approaching for several tenants with large 
requirements, paired with the fact that there are a mere seven blocks 
of contiguous space greater than 100,000 square feet, competition for 
large blocks will remain high as leasing volume picks up into the fourth 
quarter and through the end of the year. Sales activity

• While no major transactions have closed yet in the third quarter, 
there are numerous properties on the market or under contract. In 
contrast to last year, with typically large, core, and core-plus assets 
trading hands, this year there have been smaller, and far fewer, 
assets for sale. Comparatively, six buildings last year sold for over 
$300 million each, while no single property has sold for over $200 
million thus far in 2013. There are currently six properties on the 
market for nearly 1.2 million square feet with a potential sales value 
of $320 million, and an average price per square foot of $475, as 
well as an additional five buildings under contract for over $600 
million.

Leasing activity

• Delta Dental, an insurance company, gave back two full floors at 
100 First Street in the South Financial District and renewed its 
remaining premises for 188,546 square feet. The short-term, early 
renewal will commence in January of 2015. This represents the 
first deal over 100,000 square feet thus far in 2013.

• Stifel, a financial services firm, renewed its 68,441-square-foot 
premises at 1 Montgomery Tower in the North Financial District. 
The 10-year lease will commence in January of 2014.

• Cisco Systems, a technology company, completed a 67,335-
square-foot lease at 500 Terry Francois Boulevard in Mission 
Bay. The 10-year, six-month lease is set to commence in 
November. Cisco will join its subsidiary, Meraki, who moved into 
111,761 square feet earlier this year at the same location.

• The U.S. Department of Housing and Urban Development leased 
50,327 square feet at 1 Sansome Street in the North Financial 
District. The 10-year lease will commence in March of 2014 when 
the agency will relocate and downsize from its previous location at 
600 Harrison Street.

• Value Act Capital, a financial services firm, signed a 45,404-
square-foot lease at 1 Letterman Drive in the Presidio. The seven-
year lease will commence in January of 2014 when the firm will 
relocate and expand from its previous location at 435 Pacific 
Avenue.
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Tenants in the market

• UCSF is in the market for 100,000 to 300,000 square feet.
• Cooley is in the market for 100,000 to 150,000 square feet.
• Dropbox is in the market for 100,000 to 150,000 square feet.
• Pinterest is in the market for 100,000 to 150,000 square feet.
• Dodge & Cox is in the market for 100,000 to 125,000 square feet.

Construction activity

• Boston Properties continued renovations on its two-building asset, 
comprised of 680 Folsom Street and its annex building, 60 
Hawthorne Street. The 476,000-square-foot and 47,894-square-foot 
buildings in the South Financial District will be completed in January 
of 2014.

• Tishman Speyer continued construction of its ground-up 
development at 505 Howard Street in the South Financial District. 
The new development will consist of 286,000 square feet and will be 
delivered to the market as LEED-Gold-certified later this year.
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Construction activity (cont’d)

• Stockbridge Real Estate continued its renovation of the historic art 
deco building at 140 New Montgomery Street with Wilson Meany 
Sullivan. The 281,982-square-foot, Class B building is located in the 
South Financial District and is 43.5 percent pre-leased to Yelp.com. It 
is expected to deliver in October. 

• Kilroy Realty Corporation continued construction at 350 Mission 
Street in the South Financial District. The new development will be a 
Class A, 451,000-square-foot office tower, which has been 100.0 
percent pre-leased to Salesforce.com. The 27-story building will be 
designated LEED Platinum and is expected to be delivered by early 
2015.

• Boston Properties continued construction of its ground-up 
development at 535 Mission Street. The Class A, 307,000-square-
foot office tower, located in the South Financial District, will be one of 
the first LEED Core & Shell Gold pre-certified buildings in the city. 
The project has an expected completion date of April 2014.

• Tishman Speyer began construction of its speculative development at 
222 Second Street in the South Financial District. The Class A, 
456,000 square-foot office tower is LEED-registered and is expected 
to contain retail space, parking, and an area for public space. The 
building is expected to be delivered in October of 2015.

• SKS Investments completed its renovation of 888 Brannan Street in 
the Showplace Square submarket. The 400,000-square-foot, Class B 
building was 42.5 percent pre-leased to AirBnB, which has now 
occupied a portion of its space.

• Hudson Pacific completed its renovation of 275 Brannan Street in the 
South of Market submarket. Hudson purchased the 52,182-square-
foot building in September of 2011 from Ringrose Corporation. The 
converted warehouse building was 100.0 percent vacant at the time 
of purchase, but is now completely occupied by technology tenant 
Github.

• Jay Paul Company initiated construction at 181 Fremont Street in the 
South Financial District by beginning demolition of the site’s existing 
thee-story building, formerly tenanted by RocketSpace. The new 
speculative development will be a Class A, 54-story, 420,000-square-
foot office and residential tower. The building will be LEED certified 
Gold and is expected to be delivered in the second half of 2015.


