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OFFICE
Sacramento Metro Area

Private Sector’s Recent Performance Partially Eases

Concerns Surrounding State’s Future Space Needs

Government agencies’ movement clouds near-term outlook.
Prior to the health crisis, office vacancy in Sacramento was at a
more than 10-year low. Since, the volume of available space has
increased by more than 3 million square feet. Nevertheless, metro
fundamentals are outperforming the national as a whole. Enter-
ing the second half of 2021, vacancy was 170 basis points below
the U.S. average and the local mean asking rent was near a record
level. Still, uncertainty looms. Government agencies, which are
the keystone of the local tenant base, added just 200 positions in
the first eight months of this year. Additionally, state agencies’
future office needs are hazy. Six government buildings totaling

3 million square feet are slated for delivery by the end of 2022.

If agencies that occupy these properties no longer require their
current floor plans an influx of space could re-enter the market.

Positive signs emerge during the second half. The performance
of Sacramento’s private sector is generating reasons for optimism.
Medical device maker Penumbra committed to 100,000 square
feet of office and lab space in Roseville this July marking the
largest lease in more than a year. In August, General Dynamics
agreed to occupy 31,000 square feet in Folsom. Expected to have a
larger economic impact, Kubota Tractor Corp. is finalizing a deal
with the city of Elk Grove for a 630,000-square-foot office and
distribution center. The campus could potentially attract smaller
firms to the area that support the manufacturer.
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Office 2021 Outlook

EMPLOYMENT:

Sacramento is expected to recapture
half of the 61,100 positions lost last
year, equating to a 3.2 percent rate of
job growth. At 5.9 percent in August,
the local unemployment rate will
remain above the national average

during the remainder of 2021.
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CONSTRUCTION:

Deliveries surpasses the 1-million-
square-foot mark for the first time
since 2009, growing the metro’s office
inventory by 1.9 percent. Buildings for
state agencies comprise most of this
volume, with other supply additions
totaling just 100,000 square feet.
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VACANCY:

Vacancy rises by more than 100 basis
points for a second straight year as
the volume of available office space
grows by 1.3 million square feet. The
metro will finish 2021 with a rate of
14.6 percent, a figure 200 basis points

above the prior five-year average.
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RENT:

The average asking rent reaches a new
high of $24.55 in 2021, largely driven
by an uptick in Class B/C marketed
rates. While nominal, the gain
registered this year extends a stretch
of positive annual rent growth that

commenced in 2014.
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Rent Trends ¢ Sacramento’s vacant stock expanded by nearly 2.9 million square feet
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* While overall deal flow slowed over the last 12 months, medical office
trading was unchanged, accounting for 20 percent of all closings. Local
IPA Office buyers are focusing on sub-$3 million properties outside the city of
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The information contained in this report was obtained from sources deemed to be reliable. Every effort was made to obtain accurate and complete information; however, no representation, warranty or guarantee,
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