The Rockwell Apartments GREAT DEAL!
33 Apartments in the Tenderloin Community
$7,295,000 Apartment Complex

$1,000,000 Below MAI Appraisal Value for a quick sale
MALI Appraised at $8,300,000
Attention Non-Profits, Developers, Investors and Brokers!
765 O’Farrell Street San Francisco, CA 94109

RECESSION PROOF INVESTMENT-TRUE HEDGE AGAINST INFLATION
Great unit mix of 7 studios, 24 Jr 1 bedrooms and 2 two bedrooms

30% Upside in the Rents

Existing Cap 6.6%, Market Cap 9.8%

Existing Cash on Cash Return 6% Market Cash on Cash Return 13.8%
Existing Gross Rent Multiplier 6.2 Market Gross Rent Multiplier 7.2

High growth city and area influencing great appreciation potential

No deferred maintenance - Easy Management

Strong Rent Upside. Trouble free income and management

Offers immediate scale in a supply constrained market.

Tremendous access to major employers- Drafting off of eastward migration.
Resilient growth market fundamentals in post-COVID recovery

For more information about this fabulous opportunity and a complete disclosure package

Please call Fred Lewis at office 209-522-9999 cell 209-604-9993
Go to www.hotdealsoakland.com
OR
Email: info@hotdealsoakland.com or Fred@bigtymedealmaker.com



mailto:info@hotdealsoakland.com

765 O’Farrell Street San Francisco, Ca 94109

Price: $7,295,000 Down Payment: $2,308,000

Existing Capitalization Rate: 6.6% Market Cap: 9.8%

Cost per Square foot: $435 Cost Per Residential Unit: $221,000
Existing Cash on Cash Return: 8% Market Cash on Cash Return: 13.8%
Existing Gross Rent Multiplier: 9.9 Market Gross Rent Multiplier: 7.5

Great time to buy in San Francisco- “Be greedy when others are fearful and fearful when others are

greedy” Warren Buffet
Appraised at $8,300,000 - $1,000,000 Below MAI Appraisal

Complex Description: 33 Apartments - Assessor's Parcel Number: 0321-032
Recession Proof investment. True hedge against inflation

Building Description: This very nostalgic four story building with 16,768 square feet is located at 765 O’Farrell
Street in San Francisco California. The property has a great unit mix of 7 Studios, 24 Jr one bedrooms, and two 2-
bedroom units, all with private baths and kitchens. There is a double garage with parking for 4+ cars. The property
was built in 1924, with a new concrete perimeter foundation, exterior walls are wood and concrete, and the roof is
TPO shingle. Eighty percent of the units have been renovated. All units have separate gas and electric meters
minimizing the owner’s expenses. With 30% upside in rents, this building allows the next owner to increase returns
and leverage investment in the hot San Francisco market. The subject has no deferred maintenance and is in good
condition. The apartment is just a few minutes’ distance from Union Square and tourist spots. Delicious eateries and
grocery stores next to the apartments. The Bart station is located within walking distance too. Situated in the heart of
San Francisco.

765 O'Farrell is a 33-unit concrete Tenderloin apartment building for sale. There are units with four different
floorplans featuring hardwood floors, separate tiled kitchens with breakfast areas, walk-in closets, entry areas, and
tiled baths. Most have bay windows. Amenities include lobby with stone floor, courtyard, laundry room, and storage.
Separate PG & E meters. The quality of the building is maintained with pride. The property has a fairly new roof.
The units have spectacular views from the entry and living room of upstairs units. 765 O’Farrell Street blends historic
charm with urban realities, offering affordable living with great potential and a strong sense of community,
particularly appealing to those seeking proximity to medical facilities and a diverse, established neighborhood. The
property has a walk score of 99, it's a walker's paradise.

The building is located in “Little Saigon™ 1.5 blocks from Van Ness Avenue, a block from leased parking, and the
Great American Music Hall. The building offers a central location near the Financial District, Union Square
shopping, Hastings Law School, Mid-Market hub, and San Francisco’s government building. It is in close proximity
to many restaurants, bars and shops. It is in the center of much commercial and residential real estate development,
and close to employers in the tech and internet industries such as Uber, Twitter, Reddit, Zoosk, Yelp and Square.
The neighborhood has always been attractive to the young “edgy” set. Public Transportation via Muni and BART is
nearby, which gives good access to all parts of the city. Freeway entrances and exits are also nearby, giving easy
access to the peninsula and East Bay.



The property at 765 O’Farrell Street in San Francisco, CA has strong investment potential due to its proximity to
major employers, transportation routes, shopping centers, dining venues, and entertainment options. It is an attractive
option for renters seeking convenience and accessibility. The combination of a robust economy and desirable location
make this property a promising investment opportunity in the San Francisco real estate market. The property is listed
in the National Register Historic District, California Register Historic District, according to the historic preservation
surveys and evaluations.

Situated in the heart of San Francisco, Civic Center is home to many of the city’s beloved cultural institutions and
official government buildings. San Francisco City Hall, War Memorial Opera House, Bill Graham Civic Auditorium,
Asian Art Museum, Louise M. Davies Symphony Hall, and the Main Branch of the San Francisco Public Library are
all located in the neighborhood. Aside from its official appearance, Civic Center also offers residential flavor in the
form of diverse eateries, cozy cafes, retail shops, community events, farmers markets, and high-rise apartments.
Several educational institutions are located in Civic Center, including UC Hastings College of the Law, the Art
Institute of California San Francisco, and the San Francisco Conservatory of Music. Convenience to multiple MUNI
and BART lines makes getting around from Civic Center a breeze.

Commission-Brokers-Owner is a principal and not a broker. A selling commission of $150,000 will be paid for the
procurement and actual consummation of the transaction. If a buyer is procured and the sale is not consummated for
any reason a commission will not be due payable.

One of the Hottest Apartment Markets in the Country-San Francisco continues to be one of the leaders in the
nation’s apartment market in rent growth.

Location Description: Land uses in the subject neighborhood are mixed-use in the nature and primarily include
commercial, mixed-use and multi-family uses. The commercial buildings in the subject neighborhood, i.e. Van Ness
Avenue, Bush Street and Larkin. The mixed-use buildings rent to buffer the commercial uses, while the multimillion
dollar single-family homes are situated further away to the east away from the commercial and mixed-use properties.
The majority of the buildings in the subject neighborhood are 2-6 stories high and of good quality condition. Public
transportation is readily available in the subject neighborhood in the form of municipal Bus service is available on
Sutter Street as well as some of the other primary street in the subject neighborhood, BART and the Cal Train station
are located within two miles of the subject property.

San Francisco is the capital of culture, with the largest number of well-established cultural institutions. They include
ballet, classical music, art, and the San Francisco Opera, which is regarded by many as one of the top 10 opera houses
in the world. The city is also the news media center for all of Northern California and has been the West Coast's
financial hub for 150 years. San Francisco's centrality- is fading as other parts of the Bay Area grow. Some of the
city's population is moving into the suburbs and the suburbs of former suburbs-and Silicon Valley is spreading and
transforming into other nearby parts of the Bay Area.

Transportation-

People in the San Francisco Bay Arearely on a complex multimodal transportation infrastructure consisting of
roads, bridges, highways, rail, tunnels, airports, seaports, and bike and pedestrian paths. The development,
maintenance, and operation of these different modes of transportation are overseen by various agencies,
including Caltrans, the Association of Bay Area Governments, San Francisco Municipal Transportation Agency,
and the Metropolitan Transportation Commission. These and other organizations collectively manage
several interstate highways and state routes, eight passenger rail networks, eight trans-bay bridges, transbay ferry
service, local and transbay bus service, three international airports, and an extensive network of roads, tunnels, and
bike paths.
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The Bay Area, especially San Francisco, are frequently listed as one of the best and most extensive cities and/or
metropolitan areas in the United States for public transportation. Local trips on transit are frequently accomplished
by bus services. Different agencies serve different corners of the Bay Area, such as SamTrans serving mostly San
Mateo County and County Connection connecting the suburbs of Contra Costa County; though some bus agencies
operate transbay services, such as Golden Gate Transit. While ferries also connect communities across the bay, most
transbay and longer-distance trips on public transportation, however, use rail-based transit. Bay Area Rapid
Transit (BART) is the sole rapid transit system within the bay and the dominant provider of regional transportation
between San Francisco, northern San Mateo County, and much of the East Bay. The Bay Area is also home to
various commuter rail services, such as SMART within Sonoma and Marin counties, Caltrain on the San Francisco
Peninsula, ACE between San Jose and Stockton, and various Amtrak routes out of Oakland and San Jose. San
Francisco is also the home of the world's last manually-operated cable car system, and both San Francisco's Muni and
Santa Clara's VTA operate light rail networks to complement their bus services. With few exceptions, most public
transit within the Bay Area can be paid for by using the Clipper card.

Sea and Air Cargo-

The Port of San Francisco manages 7.5 miles of waterfront that is home to popular destinations and attractions,
historic districts, small businesses and robust maritime opportunities. The Port works to advance environmentally
and financially sustainable maritime, recreational, and economic opportunities for the City, Bay Area, and California.
The Port acknowledges that we are on the unceded ancestral homeland of the Ramaytush Ohlone, who are the original
inhabitants of the San Francisco Peninsula. As the indigenous stewards of this land and in accordance with their
traditions, the Ramaytush Ohlone have never ceded, lost, or forgotten their responsibilities as the caretakers of this
place, as well as for all peoples who reside in their traditional territory.
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Commercial Rent Roll
Property: 765 O'Farrell Street

Totals for

Unit
765-2
765-3
765-4
765-5
765-6
765-7
765-8
765-21
765-22
765-23
765-24
765-25
765-26
765-27
765-28
765-31
765-32
765-33
765-34
765-35
765-36
765-37
765-38
765-41
765-42
765-43
765-44
765-45
765-46
765-47
765-48
765-A
765-B
Laundry
Parking 1
Parking 2
Parking 3
Parking 4

Unit Type Rent Charges
1Ir 848
1Jr 1,695
1Jr 1,795
Studio 1,595
1r. 1,795
Studio 1,595
Studio 1,895
1Jr. 1,748
1r. 1,645
1Jr. 1,795
1r. 1,851
1Jr. 1,204
1r. 1,542
1Jr. 1,611
1r. 1,622
1Jr. 1,536
Studio 1,719
1Jr. 1,748
Studio 1,775
1Jr. 1,645
1r. 1,547
1Jr. 1,645
1r. 1,748
1Jr. 1,695
Studio 1,719
1Jr. 1,922
1r. 1,748
1Jr. 1,499
Studio 1,595
1Jr. 1,650
1r. 3,335
2 3,295
2 3,270
750
250
250
250
250
61,074

2,360
2,360
2,360
2,095
2,360
2,095
2,095
2,360
2,360
2,360
2,360
2,360
2,360
2,360
2,360
2,360
2,095
2,360
2,095
2,360
2,360
2,360
2,360
2,360
2,095
2,360
2,360
2,360
2,095
2,360
3,335
3,295
3,295
750
250
250
250
250
80,620

Market Rent Section 8 Rent

3,274
3,274
3,274
2,733
3,274
2,733
2,733
3,274
3,274
3,274
3,274
3,274
3,274
3,274
3,274
3,274
2,733
3,274
2,733
3,274
3,274
3,274
3,274
3,274
2,733
3,274
3,274
3,274
2,733
3,274
3,274
3,964
3,964
750
250
250
250
250
107,385



Annual Property Operating Data
Price: $7,295,000

Location: 765 O’Farrell St Down Payment: $3,108,000
Type of 33 Unit Apartment Complex Loan: $4,287,000
Property

ASSESSED APPRAISED VALUES

Land: $1,200,000
Improvements: $6,000,000
Personal Property: $100,000
Total: $7,295,000
LOAN $4,287,000 30 years 5.4% $24,072 monthly
Annual Income/ Expense EXISTING MARKET
Total Rental Income $711,888 $ 946,440
Parking Income $ 12,000 $ 12,000
Laundry Income $ 9,000 $ 9,000
Total Income $ 732,888 $ 967,440
Vacancy $ 15,000 $ 15,000
Management $ 18,000 $ 18,000
Elevator Maintenance $ 3,000 $ 3,000
Property Insurance $ 30,883 $ 30,883
Utilities
Waste Removal $ 19973 $ 19,973
Gas & Electricity $ 14,279 $ 14,279
Water Sewer $ 34,782 $ 34,872
Taxes
Property Taxes $ 70,883 $ 70,883
Total Operating Expenses $249,995 $249,995
Net Operating Income $482,893 $717,445
Less Debt Service $288,864 $288,864
Cash Flow $192,029 $428,581

The above income and expenses are only estimates because of occupancy changes and renovation. Although the information contained herein is deemed
reliable, no representations of any kind, expressed or implied are being made as to the accuracy of such information. All of the data in this prospectus are
estimates and approximations to include square footage. Any prospective purchaser and their tax and legal advisor should carefully verify all information
contained herein and conduct an independent investigation to include engaging contractors and engineers to complete inspections. Seller bears no liability of
any errors, inaccuracies, or omissions.




SALES COMPARABLES FOR APARTMENT BULDINGS

Subject Property # Of Units | Unit Mix Sales Cost Per Unit Price Per Cap Rate Close of
Price Foot Escrow
, 7 (studios)
765 O’Farrell Street 33 24 (JI' 1) bdrm $7,295,000 $22],000 $435 6.6% For Sale
2 (2) bdrm
2 studio  $7,650,000 $450,000 $657 6.1% 09/26/2025
4326 Irving St 17 5(2) bdrm
8 (3) bdrm
2 (4) bdrm
1738-1743 Page St 6 $2,575,000 $429,166 $404 6.5% 10/24/2025
3340-3342 24" St 5 3 (3) bdrms
2 (4) bdrm $2,095,000 $419,000 $505 7.88% 11/20/2025
495 327 Ave 12 31/1 $4,800,000 $400,000 $235 5.2% 08/06/2025
82/1
1 Penthouse
1601 Lombard St 13 1 Studio $4,950,000 $380,796 $383 5.3% 11/07/2025
11 (1) bdrm
1 studio $8,400,000 $311,111 $473 6.0% 09/05/2025
3770 24" St 27 16 1/1
42/1
1715 Webster St 22 1 studio $6,115,000 $277,954 $381 5.9% 10/28/2025
16 1/1
42/1
6 (3 bdrm) $3,200,000 $266,666 $326 6.95% 11/13/2025
388 5t St 12 6 (2 bdrm)
2 studios $4,995,000 $249,750 $377 6.12% 11/21/2025

1053 Bush St 20

16 (1) bdrm




|:';|" : . ::'I Housing Authority of the City and County of San Francisco
y ! Payment Standards

2026 Fair Market Rents and Payment Standards

Mew Payment Standards Effective 1/1/2026& for all transactions

TEMANT-BASED VOUCHERS PAYMENT STANDARDS

Housing Authority Payment

Unit Size FY26 HUD FMRs e % of HUD FMRs
SRO $1,864 $2,050 110%
STUDIO $2.485 $2,733 110%
ONE $2977 $3.274 110%
WO $3,604 $3,964 110%
THREE $4,604 $5,064 110%
FOUR $4772 $5.249 110%
FIVE $5,488 $6,036 110%
SIX $6,204 $6,823 110%

PROJECT-BASED VOUCHERS PAYMENT STANDARDS

. Housing Authority Payment
Unit Size FY26 HUD FMRs S % of HUD FMRs
SRO $1,864 $2,050 110%
STUDIO $2.485 $2,733 110%
ONE $2977 $3.274 110%
WO $3,604 $3,964 110%
THREE $4.604 $5,064 110%
FOUR $4772 $5.249 110%
FIVE $5,488 $6,036 110%
SIX $6,204 $6,823 110%

Mote: The PBY Payment Standard amounts represent the maximum rents that SFHA can approve. This maxdmum is
not guaranteed. Any requested rent increase must be determined by SFHA to be rent reasonable and be consistent
with rents charged for comparable market rate units of similar location, size, and amenities.

EHV PAYMENT STAMDARDS (TEMANT-BASED VOUCHERS)

i Housing Authority Payment

Unit Size FY26 HUD FMRs Standards 1/1/2006 % of HUD FMRs
SRO $1,864 $2,050 110%
STUDIO 42,485 $2.733 110%
ONE $2.977 $3274 110%
TWO $3,604 $3.964 110%
THREE $4,604 $5,064 110%
FOUR $4.772 $5.249 110%
FIVE $5,488 $6,036 110%
SIX $6,204 $6,823 110%

1815 Eghbert Avenue, 5an Francisco, CA 84124 Revisad 10y/23,/2025

Phones (415) 715-5200 | Fax (415) 4D6-3823 | TTY: (415) 467-6754 Page 1 of 2



Housing Authority of the City and County of San Francisco
Payment Standards

ETig s
VASH PAYMENT STANDARDS (TENANT-BASED VOUCHERS)

Housing Authority Payment

Unit Size FY26 HUD FMRs Standards 1/1/2026 % of HUD FMRs
SRO $1,864 $2,050 110%
STUDIO $2.485 $2,733 110%
ONE $2.977 $3,274 110%
TWO $3,604 $3,064 110%
THREE $4.604 $5,064 110%
FOUR $4.772 $5,249 110%

FIVE $5,488 6,036 110%
sIX $6,204 $6,823 110%

VASH PROJECT-BASED VOUCHERS PAYMENT STANDARDS
Housing Authority Payment

Unit Size FY26 HUD FMRs Standards 1/1/2026 % of HUD FMRs
SRO $1,864 $2,050 110%
STUDIO $2.485 $2,733 110%
ONE $2,977 $3,274 110%
TWO $3,604 $3,964 110%
THREE £4 604 $5,064 110%
FOUR $4,772 $5,249 110%

FIVE $5,488 6,036 110%
SIX $6,204 $6,823 110%

Mote: The VASH PEV Payment Standard amounts represent the maximum remts that SFHA can approve. This
maximum is not guaranteed. Any requested rent increase must be determined by SFHA to be rent reasonable and be
consistent with rents charged for comparable market rate units of similar location, size, and amenities.

AMi: Area Median Income
2025 INCOME LIMITS (Effective 4/1/2025)

Family Size Extremely Low Very Low Low
20% of AMI 50% of AMI 80% of AMI
1 $40,600 $67,700 $108,300
2 $46,400 $77,400 $123,800
3 £52,200 £87,050 $139,250
4 £58,000 £96,700 $154,700
5 £62,650 $104,450 $167,100
3 £67,300 $112,200 $179,500

1815 Egbert Avenue, San Francisco, CA 94124
Phone: (415) 715-5200 | Faxc (415) 406-3823 | TTY: (415) 467-6754

Revised 10/23/2025
Page 2 of 2
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HT APPRAISAL, INC.

510-527-7192
405 Kains Avenue, Suite 104 510-527-13847192
Albany, CA, 94706 garytang @htai.com

www. htai.com

August 11, 2022

Ms. JoAn Garcia

Tasi Bank

404 Montgomery Street
San Francisco, CA
04104

Re: Appraisal, Real Estate Appraisal
33 -unit Apartment
765 O'Farrell St., San Francisco,
San Francisco County, CA, 94109

File Name: 22070701
Dear Ms. Garcia:

At your request, | have prepared an appraisal for the above referenced property, which may be
briefly described as follows:

The subject is a four-story, multifamily building in average condition. Thirty-one studio units,
and two 2-bedroom units in the basement that is on grade level. There is a tandem 1-car garage.
The property is listed in the National Register Historic District, California Register Historic
District, according to the historic preservation surveys and evaluations.

Please reference page 11 of this report for important information regarding the scope of research
and analysis for this appraisal, including property identification, inspection, highest and best use
analysis and valuation methodology.

I certify that I have no present or contemplated future interest in the property beyond this
estimate of value. I have not performed any prior services, as an appraiser or in any other
capacity, regarding the property that is the subject of this report within the three-year period
immediately preceding acceptance of this assignment.

Your attention is directed to the Limiting Conditions and Assumptions section of this report
ipage 9). Acceptance of this report constitutes an agreement with these conditions and
assumptions. In particular, I note the following:

Hypothetical Conditions:

« None.



T —
Ms. Garcia

Tasi Bank
August 11, 2022
Page 2

Extraordinary Assumptions:

¢  The 'As Complete’ value estimate in this appraisal is based on the extraordinary assumption
that the subject is complete with the remodeling of unit #5 and approximately 50 feet long
common hallway. The condition of the unit #5 has been previewed and all finished areas are
in good condition. Further, unit #7 was being evicted at the time of inspection, but a new
tenant has begun leasing as of August | and during the drafting of this appraisal report.

s [ have viewed the interior of units #4, #A, #32, #21, and #5. These units have similar
physical attributes and in good condition, and this appraisal assumed that the units not
inspected have at least average condition.

Based on the appraisal described in the accompanying report, subject to the Limiting Conditions
and Assumptions, Extraordinary Assumptions and Hypothetical Conditions (if any), I have made
the following value conclusion(s):

Current As Is Market Value:
The “As [s” market value of the Leased Fee estate of the property, as of July 12, 2022, is

Eight Million Two Hundred Sixty Thousand Dollars ($8,260,0040)

The market exposure time preceding July 12, 2022 based on the reconciled market value opinion
would have been 2 months.

Prospective As Complete Market Value:
The “As Complete™ market value of the Leased Fee estate of the property, as of September 12,
2022, is

{Eight Million Three Hundred Thousand Dollars l$8._.3lll1],'lh]m__:|l>‘

The market exposure time preceding Seplember 12, 2022 based on the reconciled market value
opinion would have been 2 months.

Respectfully submitted,
HT Appraisal, Inc.



Improvements Plan

The complexity of the subject layout and geometry made it impractical to measure for an
appraisal. The units are approximately rectangular that measured 18 feet by 22 feet. The

only variation is the difference in inches. Here is an aerial map of the subject building as
a visual aid to the description of the subject property.

Figure 5 Chaline of the suhjecr zite and building

Some of the studio units have a 7-foot-high partition with air flow on top that created a
private room as defined as a 1-bedroom unit by some non-profit and housing program.
Other than treating the subsidized units as 1-bedroom in the income allocation, they are
treated as studio units in the appraisal.
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Money | Real Estate

San Francisco Rents Spike 22% in a Year,
Far Outpacing Other US Cities

A new wave of wealth is driving fierce competition for housing, while also
deepening economic divides
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By Francesca Maglione
May 27, 2026 at 3:30 AM PDT
[::_I Sauad} C?,q Translate 3({;} ?:19}

In San Francisco's latest real estate boom, renters are paying cash up front,
multimillion-dollar houses are selling auction-style and Al company stock car
buy a sprawling hilltop estate.

It's a reflection of the new wave of wealth from the artificial intelligence
industry, leaving even well-paid newcomers scrambling for a place to live.




For Jenni Lee, a Chicago tech worker seeking to join her boyfriend in the Bay
Area, finding an apartment has at times felt more difficult than getting a job.
She has spent six months searching for a San Francisco rental, flving in for
tours and repeatedly losing out on offers, even after the couple almost doubli
their budget to $6,500 a month for a two-bedroom. In Illinois, her friends
were living in desirable places for less than half that.

At one point she showed up to what she thought was a private appointment
just to wait in line and later find out someone had already signed a lease. One
$7.000-a-month home didn’t have a washer-dryer — though the touring agent
assured her there was a laundromat down the street. Lee recently applied for
place she liked, only to get a text an hour later saying someone else was willir
to pay a full year's worth of rent upfront in cash.

Jenni Lee Photographer: Poppy Lynch/Bloomberg

“My Chicago brain couldn’t compute that,” she said.

San Francisco's new tech frenzy is reigniting home bidding wars and sending
prices soaring in a city that just a few years ago was mired in post-pandemic
malaise. With the Al industry paying hefty compensation to attract talent —
and hometown startups OpenAl and Anthropic PBC commanding valuations




approaching $1 trillion - the wealth effects are warping the entire residential
market. And upcoming initial public offerings from the likes of SpaceX are se
to unleash even more money into the market from early investors.

San Francisco Tops List of Cities With Biggest Rent Growth
+Bedroom ¥/ Price Change

San Francisco, CA %%

Chicago, IL
Urban Honolulu,
H

Providenca, RI

St Louis, MO

Akron, OH

Oakland, CA

Virginia Beach, VA

Richimond, VA

Scottsdale, A7

Source: Zumper Mational Rent Data

The city leads the US in annual rent growth, according to apartment-listing
firm Zumper. Prices for two-bedrooms are now tied with New York for the
most expensive in the country, with a median monthly rent of 5,500, the
company said in a report this week. The median rent for a one-bedroom
crossed $4,000 for the first time ever. Homebuyers also are facing soaring
costs: The median price for a San Francisco house recently hit a record $2.15
million.

The surge is sharpening divides in a city defined by its extremes. San Francis
has long been mired in deep inequality, a place where a homeless
encampment can be on the next block from houses owned by tech
millionaires. Now, the real estate frenzy is colliding with broader wealth
tensions across the state: Californians are facing a potential ballot measure to
levy a tax on billionaires, while housing is a central issue in this year's
FOVernor's race.
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Jenni Lee browses Zillow for rentals in San Francisco. Photographer: Poppy Lynch/Bloomberg

And while the real estate market has been accelerating, the labor market tells
different story — suggesting the boom is concentrated among those benefiting
from the Al fervor. While overall employment in the Bay Area is recovering
after the pandemic, job creation has been modest. The San Francisco-Oaklan
Fremont metropolitan area has added roughly 10,000 to 15,000 jobs over the
past year, according to Bureau of Labor Statistics data.

“One of the big mysteries in San Francisco is how can you have such a hot
housing market when you have such a cold labor market,” said Ted Egan, chii
economist for the city and county of San Francisco. “If you have some people
moving in and nobody moving out and you don’t have any new supply, that
can create a spike.”

‘What Inventory?'

For sellers, the frenzy has translated into windfalls. When real estate agent
Butch Haze listed a four-bedroom home in the Marina neighborhood in Marel
he figured it would fetch around $4 million, netting the owner a profit from tl
%3.4 million they paid two years ago. Within days, the house drew five all-casl
offers.



Instead of choosing one, Haze turned the process into an impromptu auction
asking buyers to bid against each other in $100,000 increments. The home
ultimately sold for $4.9 million.

Butch Haze, luxury real estate agent at Compass in San Francisco. Photographer: Gabriela
Hasbun/Bloomberg

The competition has only intensified. Haze said a recent listing in the Central
Richmond neighborhood drew seven showing requests almost immediately
and an offer within an hour. The buyers of the four-bedroom, five-bath house
paid $4.95 million, plus covered the broker commission for the sellers,
pushing the total value of the sale to more than $1 million over asking.

The market has gotten so tight that many buyers are simply dropping out.
Haze said he started the year working with about 20 clients; now less than fiv
are still actively searching. His response when asked about the available
inventory: “What inventory?”

With supply scarce and competition fierce, some sellers are getting creative -
betting that the same Al boom driving up real estate prices can also unlock

new ways to pay for homes. Storm Duncan, the founder and managing partm
at a tech investment bank called Ignatious, is offering his roughly 13-acre esta



in Marin County’s Mill Valley north of San Francisco in exchange for hard-to-
get shares of Anthropic.

The four-bed, five-bath home, featuring an infinity pool, a putting green and .
fruit orchard, is worth around $8 million, said Duncan, who was part of the
wave of tech workers who moved to Miami during the pandemic. And
although Duncan said he has never heard of anyone who has done such a
transaction, he sees this as an opportunity to grow his investments in AL

“I was sitting there thinking, how do I get invested here?,” he said. “And then
thought, maybe there's someone else that has the opposite problem I have,
which is they're already invested, they started working there very early or tha
coincidentally got some seed shares or early shares as a VC and now they're
worth hundreds of millions of dollars, but it's all illiquid.”

Duncan said he’s already fielded interest from potential buyers, such as a
foreign investor looking to diversify out of concentrated tech holdings. Other:
have asked about replicating the structure with shares in companies like
SpaceX, he said.

The turnabout in the market has been swift for prospective buyers. When
Sedric Bailey and Michael Clery started looking for a home almost a year ago,
they thought they had the upper hand. Bailey, a lawyer at a tech firm who ha:
lived in San Francisco for seven years, already owned a condo in the Mission
Dolores area, so the couple wasn't in a rush. They were looking for a bigger
home ahead of the birth of their first child — ideally a three- or four-bedroom
that would also accommodate their German shepherd and French bulldog.
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Michael Clery and Sedric Bailey on the day they got the keys for their new home in San
Francisco. Photographer: Poppy Lynch/Bloombarg

“We felt like we were basically in control,” Bailey said. “We would go see a
property and say, ‘Look we're only going to pay this amount,’ and if they take
it, great, if they don't it’s not for us. And that strategy has had to change
starting this year.”

Several bids they made faced about 10 competing offers, Bailey said, includin
some in all cash. Some homes they tracked were selling for as much as doubl
the asking price. After losing out several times, the couple eventually secured
home by viewing it before it officially hit the market and putting in an offer
25% over asking that same day.

“We saw a rapid big boom starting September and October and it caught
everybody off guard,” said Frank Nolan, the president of Vanguard Propertie:
“There’s a house that somebody bought for around $4 million this fall that is
probably worth $5 million right now.”

The demand is creating ripple effects: Many would-be buyers are turning to
the rental market to secure a place while they find their home, driving



apartment prices further up, said Rachel Swann, an agent at Coldwell Banker
Realty.

Swann recently listed a two-bedroom home at the Four Seasons Private
Residences for $15,000 a month and immediately had multiple people who
were interested. She's seen rentals that are 600 square feet with no parking g
for $6,500 a month. With the sales market heated, one client who was
“basically a billionaire™ preferred to rent.

1-!!

“For these people these payments are nothing,” Swann said.

With assistance from John Gittelsohn
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The Al boom and more companies embracing stricter return-to-office policies has San Francisco

rents soaring, according to rental marketplace Zumper.
ADAM PARDEE

.% By Mark Calvey - Senior Reporter, San Francisco Business Times
i Feb 24, 2026

(®) Preview this article 1 min [l

San Francisco posted the fastest annual increase nationwide in apartment rents
and ranked as the only top 10 city with double-digit rent growth in February,

Zumper reported.

After months of skyrocketing rents, San Francisco has officially returned to the

priciest apartment costs in the nation, according to one measure.

San Francisco’s median rent for a two-bedroom apartment is now $5,120, $50
higher than New York's, according to rental marketplace Zumper's February
National Rent Index. It is the first time that San Francisco’s two-bedroom rent

surpassed New York's since 2023.

But wait, there's more. San Francisco led the nation in annual rent growth for
both one-and two-bedrooms. The one-bedroom median rent rose 15.6% and two-

o

bedroom rent soared 21.3%, bucking national trends.



“San Francisco’s two-bedroom surge is definitely tied to the same factors driving
one-bedroom growth: high-income demand concentrated in Al and tech
colliding with extreme supply constraints,” Zumper spokesperson Crystal Chen
told the Business Times. “Two-bedrooms often appeal to professionals sharing
house costs with a roommate, couples who want space for hybrid work, or

higher-income renters prioritizing an extra room.

Sponsored Content by Comeast

Comcast launches tiered loyalty program with entertainment
access, discounts and more

“Whether S.F. stays ahead of NYC is tough to call, but the momentum suggests it
could hold the top spot for a bit, especially if (return-to-office) mandates continue
to pull high-earners back into the city center and Al hiring remains strong,” Chen
said, adding that New York has a much larger pipeline of new apartments coming
to market, especially compared with San Francisco. That could ease price

pressures for New Yorkers.

New York still led San Francisco for one-bedroom median rent, but one-bedroom

rents are still rising here much faster than anywhere else.

“San Francisco stood out for growth, posting the fastest annual increase
nationwide and ranking as the only top 10 city with double-digit rent growth,”

Jimmner said.



New York still led San Francisco for one-bedroom median rent, but one-bedroom

rents are still rising here much faster than anywhere else.

“San Francisco stood out for growth, posting the fastest annual increase
nationwide and ranking as the only top 10 city with double-digit rent growth,”

Zumper said.

Nationally, annual rents remain in decline, but the pace of cooling has slowed for
a second consecutive month, according to Zumper’s index. That suggests
downward pressure on rents across the nation may be easing. The national one-
bedroom median rent fell 1.7% year over vear to $1,499, while two-bedroom

median rent dropped 1.4% to $1,878.

Rental rates are of keen interest well beyond apartment hunters, since housing
costs account for as much as 40% of the consumer price index, a key measure of

inflation that the Federal Reserve and economists follow shortly.

Finding an apartment has become such a challenge that some Al startups are
leasing a half dozen or more apartments to house their employees close to the

office, in a move some describe as a “recruiting tool.”

But it's a different story for cities that were once popular destinations for Bay Area
residents moving out of California during the pandemic, such as Denver, Phoenix,
Nashville and Austin. That could reflect a slowing in migration to these cities as

well as overbuilding in recent vears.
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San Francisco Turnaround & Real
Estate Recovery in 2025

2. daniellelazier E June 4, 2025 {D Market Updates

Just about everywhere you look, the San Francisco turnaround is getting more and more apparent. After years of
headlines about doom loops and excodus migration, the city feels like its turning a page in 2025,

A feaw statistics: Crime has dropped to a 23-year low. Office leasing just hit its highest level in six vears. The tent
count fell to the lowest level since records began. These are just a few of the signs that San Francisca is back

on track.

Public Safety and Livable Streets

From our SF real estate perspective, let’s start with what matters most to homebuyers and investors: safety and
livability. As reported by The Telegraph, car break-ins fell by 50% last year in 2024 to a 22-year low. Overall crime
fell 28% in 2024 Walk through areas like UN Flaza in the Civic Center, and you'll see ping-paong tables where
tent encampments used to be,

The change in San Francisco goes beyond crime reduction. Local organizations like Streets For All San Francisco
(formerly KidSafe SF) have spent four years creating safer, more walkable and enjoyable neighborhoods. The
organization led the charge to make JFK Pramenade permanent, established 16 Slow Streets, and helped to

transform the Great Highway into the new Sunset Dunes park,
Chat withus |~
arecdotally in our teamn of top SF Realtors working with buyers and sellers, Contact us wuay, cueims who @

:ant to consider certain neighborhoods (or maybe buying at all) are more actively explo Manage consent



across the city.

Al Boom and SIF Office Market Recovery

Commercial real estate in San Francisco is also seeing its most significant turnaround in years, Companies like
Salesforce now reguire employees to work at least four days a week in the office. Gap Inc, announced a return
to five-day office weeks (among many ather companies in SF), But however you feel about RTO mandates, the

real story in commercial real estate is artificial intelligence.

Mvidia CEQ Jensen Huang believes San Francisce is back, "Just about everybody evacuated San Francisco," he
said during a recent podcast interviaw. "Now it's thriving again. It's all because of Al” Nvidia is reportedly hunting

for roughly 30,000 sguare feet of high-end sales office space In San Francisco.

The hype has turned into real maovernent for commercial properties, Al companies have leased over 5 million
sguare feet in San Francisce in the past five vears and are projected to take an additional 16 million square feet
hetween now and 2030, or reughly 2.7 million square feet annually. That would cut the city's office vacancy rate
from ~36% currently to less than 18% by 2030.

Anocther data point in this trend is OpenAl's expansion to nearly 1 million sguare fast across three buildings in
SF. And when workers return to downtown, they nead places to live. That demand directly banefits residential

real gstate across San Francisco neighbarhoods,

SF Real Estate Market is Gaining Momentum

The San Francisco housing market turnarcund reflects this recovery and change in the city. While
macroeconomic pressures (tariffs, uncertainty, etc.) are keeping a lid on home sales to an extent, the latest

g 2025 numbers show positive trends on both the buying and selling side.



Looking at agent-reparted MLS data, the median home sale price in San Francisco increased by 4% annually
during the spring March-May period, Condos, which have been the slower market segment, actually
outperformed with 5.7% price growth compared to 4.3% for houses, Condos are also selling faster, with the
median days-on-market dropping to 26 days from ~29 last year.

Market Supply Dvnamics

The supply of homes for sale in San Francisco also points to this turnaround. Houses are at just 1.8 manths of
inventory compared to 3.9 months for condos, but supply is tightening across both segments, down 14% for
houses and 20% for condos year-over-year as of May 2025,

The biggest value apportunities are still in urban condo markets like South of Market {SoMa) and South Beach,
where roughly six months of supply still exists, ('Months of supply' compares the current number of homes on
the market against the current rate of sales - how fast would existing supply sell if there were no new listings?)
However, even these markets are tightening. SoMa condo monthly supply dropped 30% year-over-year in May.
Condos in more suburban neighborhoods like Noe Valley show just 1.4 months of supply.

Citizen Activism and Political Change

Mane of this happened by accident. Credit goes to organizations like Meighbors for a Better San Francisco (who

are a central focus of The Telegraph's article) and the countless local residents who demanded change.

We also appreciate the hard work of Strests For All San Francisco and their campaign since COVID to create
safer, more livable streets.

The results have bean impressive. Mayoar Daniel Lurie, wha took office in January 2025, brings a pro-business
approach that has generally been well-received. "People wanted to count us out, and | think that was a bad bet.
We're seeing all of this because the ecosyaterm is better here In San Franciseo than anywhere else in the world”
Agreed,

What This Means for San Francisco Real Estate

Currant market conditions in 5F are creating opportunities across price points and property types. The Al boom
adds new demand, as the tech workers and sales staff need housing, Decreasing supply and increasing demand
for real estate listings create will upward pressure on prices, although there are still macroeconamic concerns
out of any local buyer, seller, or SF Realtor's control, (Try as we might.)

For inspiration from real-life stories of San Francisco homebuyers and sellers, check out our Real Estate Case
Studies.

Looking Forward

The San Francisco turnarcund is happening, Knock on wood, the worst appears behind usg, and many of the best
opportunities may still be ahead.

If youve been thinking about a change in living arrangements, current trends suggest now is a good time to
consider your optians and see what aligns with your long-term goals,

Want the latest in your inbox? Subscribe to our newsletter for our regular updates on San Francisco real es...e.
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The San Francisco Bay Area has long been a desirable place for real estate

investment, and for good reason. Known for its stunning views of the Pacific
Ccean, vibrant culture, and strong job market, the city attracts people from
around the world. For investors (https: fkennyrealty.nesthub.com/blog/fhow-to-
hecome-an-investor-of-real-estate-in-the-san-francisco-bay-area), San
Francisco offers the potential for significant returns on property investments,
despite the area's high prices. At Kenny Realty (https:fwww kennyrealty.com/f),
we know the ins and outs of this competitive market, helping investors make
informed decisions.

In this article, we'll explore why investing in San Francisco real estate is a smart
move, the benefits it offers, and key factors to consider when purchasing
praperty in this iconic city,

Why Investing in San
Francisco Real Estate is
a Smart Move

San Francisco real estate is known for its high property values, making it a prime
location for those looking to invest. Whether you're eyeing a single-family home,
apartments, or commercial real estate, propearties in this city have consistantly
appreciated over time.



The demand for howsing in San Francisco is driven by the city’s robust job
market, particularly in the tech and finance sectors. With companies Llike
Salesforee, Twitter, and other Silicon Valley giants nearby, the city offers
excellent oppertunities for both short-term and long-term cash flow. Rental
demand is always strong, and the city's limited space means property values
continue to rise.

5 Benefits of Investing in
San Francisco Property

Investing in San Francisco real estate

{https: fkennyrealty. nesthub com/blog/essential-tips-for-investing-in-
investment-property) is not only about acquiring property—it's about securing a
Leng-term asset in one of the mest dynamic markets in the world. Whether
yvou're looking for steady cash flow, diverse investment options, or access 1o top
neighborhoods, San Francisco offers unique advantages that make it a smart
move for investars (https:fkennyrealty.nesthub.com/blog/S-san-francisco-bay-
real-estate-investor-secrets-to-success), Let's dive into five key benefits of
investing in this highly sought-after market.

1. High Property Values

San Francisco properties have a lang history of strang value appreciation.
Despite high prices, the city's limited land supply, coupled with high demand,
keeps property values on an upward trajectory, Investing in San Francisco real
estate means securing an asset that is likely to grow in value over time.

2. Strong Cash Flow Opportunities

With rents amang the highest in the nation, San Francisco offers excellent cash
flow potential. Investors who purchase rental properties can expect strong
returns, particularly in desirable neighborhoods where demand for rental units
remains high.

3. Diverse Investment Options

From luxury condos to commercial real estate and single-family homes, San
Francisco offers a wide range of investment oppoartunities. Whether you're a
first-time homebuyer or a seasoned investor, there are options suited to different
needs and financial goals.
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4. Competitive Job Market

The city's thriving tech industry, as well as its finance and biotech sectors, drive
continued demand for housing. This job market stability ensures that investing in
San Francisco property can yield reliable rental income for investors,

5. Access to Top Neighborhoods and Amenities

San Francisco is known for its unique and diverse neighborhoods, each with its
own charm and access to amenities like parks, restaurants, and cultural
landmarks. The Bay Area is also heme to world-class educational institutions
and healthcare facilities, making it an attractive place for families and
professionals.

The Advantages of
Living in the San
Francisco Bay Area

Beyond its investment potential, the San Francisco Bay Area offers a lifestyle
that's hard to beat. Residents enjoy proximity to the Pacific Ocean, breathtaking
views, and a temperate climate. The city is also a hub of culture, with iconic
landmarks such as the Golden Gate Bridge, Fisherman's Wharf, and historic
neighborhoods like Haight-Ashbury.

The well-being of its residents is also a key factor. With access to top schools,
healthcare, and a well-connected transportation system, people who live in the
Bay Area enjoy a high quality of life. All of these factors combine to drive
demand for housing, making San Francisco properties a solid long-term
investment.

Why Investing in San
Francisco Real Estate is
Still a Smart Move

Despite high prices, investing in San Francisco real estate remains a smart move
due to the city's resilience in the face of market fluctuations. Histarically,
property values in San Francisco have weathered economic downturns and
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contnued to rise, This market's consistency offers peace of mind to investors
leoking for long-term stability.

Even as other markets experience volatility, San Francisco’s status as a global
tech hub ensures cantinued demand for housing, both for residents and
businesses. High property prices may be a hurdle, but the hig picture reveals
strong appreciation over time, making the city a good investment for the future.

Exploring Investment
Property Options in San
Francisco

Investors in San Francisco can choose from a range of property types. Single-
family homes in desirable neighborhoods offer high rental demand, while
commercial real estate in tech-heavy districts provides excellent income
potential. Apartments and condos, often located in the city's busiest areas, are
ideal for generating cash flow in a competitive rental market.

San Francisco's unigue architecture, historic buildings, and thriving business
districts also make it appealing to developers and buyers alike. Whether you're

purchasing for resale or long-term investment, the city offers various avenues for

generating returns on investment.

Commercial Real Estate
in San Francisco: A
Competitive Advantage

San Francisco's booming economy makes commercial real estate a smart
investment. The demand for office space in areas like the Financial District and
SoMa (South of Market) is driven by the city's technological and financial
sectors. Commercial buildings in these areas offer high rents and leng-term
appraciation potential,

Investars in commercial real estate also benefit from tax advantages, including
depreciation deductions and favorable capital gains treatment. With San
Francisce's commercial real estate market showing no signs of slowing down,
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ihis s an ideal time to capitalize an the city's economic growth,

Key Factors to Consider
When Investing in San
Francisco Properties

When investing in San Francisco real estate, it's crucial to consider several key
factors:

» Financing: High property prices mean you'll need a solid financial plan.
Work with lenders to secure favorable financing options.

# Market Conditions: Keep an eye on the current market and how it affects
prices, rent demand, and future property values,

* Demand: Be aware of neighborhood trends and property demand in the
areas you're considering investing in.

* Developer Opportunities: New developments and planned infrastructure
improvements can boost property values in certain neighborhoods.

Local Insight from
Kenny Realty

At Kenny Realty, we have decades of experience praviding real estate services
(https:ffww kennyrealty.comisan-francisco-hay-real-estate-services) to help
investors navigate the San Francisco real estate market. Whether you're looking
for an investment property, commercial real estate, or advice on the current
market, our team (https:fwww kennyrealty.comfabout) provides expert guidance
to help yvou make the best investment choices. We understand the local demand,
property values, and key factors affecting the future of San Francisco real estate.
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Why Kenny Realty
Believes Investing in San
Francisco is Your
Smartest Move Yet

Investing in San Francisco real estate is mare than just a financial decision—it's a
smart move for anyone looking to secure long-term growth and stability, With
high property values, strong cash flow opportunities, and access to desirable
neighborhoods, the city offers a unigue investment landscape. For personalized
advice and insight into the market, contact Kenny Realty

(https:ifoww kennyrealty.comicontact) to explore your investment options in the
San Francisco Peninsula, Bay Area, and surrounding communities,

Author

Evan Godfrey
Realtor/Property Manager CalDRE #01954828

Evan has been in the real estate and property management field for G+ years,
He is experienced in working with first time home buyers, is an Accredited
Buyer's Representative (ABR®], Seller Representative Specialist® [SRS) and
Seniors Real Estate Speaalist®[SRES®E). He alzo works closely with Kenny
Realty owners, getting their rental properties rented as quickly as possible.
Evan is responsible for monitoring rental market conditions and advising our
owners on market rates. He has outstanding communication with all clients he
works with, keeping everyone in the laop at all imes. He is the third generation of the Kenny

family to practice property managemant an the peninsula.
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San Francisco Apartment
Market Leads the Nation for
Rent Growth

i
ﬂ by Kim Q'Brien Posted October 30, 2025

in San Francisco
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San Francisco is leading the nation for rent growth, trending in
contrast to national price cuts.



Effective asking rents increased 7.5% in San Francisco in the

Helping inspire solid rent growth in the past year, apartment year-ending September, according to data from RealPage Market
occupancy in San Francisco has recovered from its pandemic Analytics. This movement is in contrast to the national
setback and is up to nearly 97% as of September. This latest performance, and was well ahead of the market's decade average.

showing of 96.7% was well ahead of the U.S. rate of 95.1%.

San Francisco saw a deep decline in rental rates along with the
nation's other gateway markets in 2020 and 2021, during the
economic decline of the COVID-19 pandemic. Rents rebounded

San Francisco Occupancy Near 97%

in 2022 to double-digit territory, which is not uncommon for San
Francisco. In fact, the market saw a similar peak in annual rent
growth back im 2011, when rates were near 14%.

- —Sian Francisco Decupancy 2% Rents Trending Up Againin San Francisco
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these major markets, only Newark and New York had tighter

showings closer to 97% in September.

San Francisco's latest price increase was well ahead of the

QOccupancy tightness in San Francisco is the result of demand nation’s other big rent growth showings in the past year. Among

pushing well past concurrent completion volumes in recent years. the nation’s largest 150 apartment markets, the other top

Only 1,443 units were delivered in San Francisco in the year- readings were in the smaller Champaign, Providence and
ending 3rd quarter, which was a little more than half the decade Portland markets, which saw rent growth between 5% and 6% in
average. Annual demand, meanwhile, was nearly three times the the past year. Among the largest 50 apartment markets, New
rate of supply, with San Francisco absorption topping 4,000 units York and Chicago were the closest to San Francisco, with annual
in the year-ending 3rd quarter. rent growth around 4%.

Demand Notably Ahead of Supply in San Francisco
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Renewed demand in San Francisco seems to stem, in part, from
the area's continuing economic recovery, fueled by optimism
surrounding artificial intelligence. While overall job growth may
still look modest, strengthening fundamentals in the tech sector
are contributing to broader economic momentum and helping to
slow the population decline experienced in recent years.
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San Francisco’s soaring rents could
soon surpass New York and become
priciest in U.S.

Crescent Heights has the green light to build a &7-story residential tower at 10 Sowth Van Ness in

San Francisco, which could help ease the city's housing crunch that's led 1o soarning rents.
EPF

By Mark Calvey - Senior Reporter, San Franoisoo Business Times
‘ lan 28, 2026

Listen o this article 4 min

Story Highlights

= San Francisco rents rose 16.1% annually to $3.670 for the median one-
bedroom.

+ Al sector growth and return-to-office mandates drive rental demand.

= Han Francisco approaches New York as nation's most expensive rental

market.

San Francisoo apartment rents chalked up their largest annual growth since real
estate marketplace Zumper began tracking the data more than a decade ago, and

they e headed toward a new milestone: priciest in the nation.

San Francisco’s median one-bedroom rent in Jannary rose 16.1% year over year to
£3,670, according to fumper’s National Rent Report released Wednesday: The



city’s two-bedroom median rent scared 19% from a year ago to 85,000, perhaps
reflecting the popularity of getting a roommate to help cut living expenses.

That put San Francisco's two-bedroom rent just $130 kower than New York's two-
bedroom rent, according to Zumper. The last time San Francisoo topped the list of
most expensive cities for a two-bedroom apartment was Tuly 20010, with New York
holding the lead since then.

“Internally here at Zumper, the conversation has shifted from whether San
Francisco would catch up to how long it might stay there if current momentum
hiolds,” Zumper spokesperson Crystal Chen told the Business Times. "San
Francisco’s notahle rent growth is being driven by & rebound in high-income
demand colliding with one of the most supphy-constrained markets in

the country”

San Francisco apartment landlords are benefitting from more companies wanting
workers back in the office, such as TikTok shifting from three days a week in the
office to five this year. Numerous Al companics want their teams in office to spur
collaboration and innovation.

Some companies are offering a carrot as pant of their return-to-office policies by
providing rent stipends to workers living within a 10-mimate walk of the
company’s offices. San Francisco-based Al startiup Cleely is among those offering
arent stipend to eligible workers, the Mew York Times reported.

One of the first things Cloely CEQ and cofounder Roy Lee did after raising £5.3
million in venture funding last year was to lease eight apartments for his
employees at a new luxury apartment complex just a one-minute walk from the
company’s South of Market office.

“Growing optimism around artificial intelligence has strengthened hiring
expectations, particularly for highly paid technical and research rodes that tend to
cluster in San Francison,” Chen said. “As ambitious workers prioritize prosdmity
to talent, capital and fast-moving companies, that demand shows up quickly in
rents, which suggests that San Francisco is asserting itself as a magnet for career-
driven renters tied to Al and adjacent sectors.”

Echoing Zumper's observations, LinkedIn's latest report on Jobs on the Rise in
San Francisco showed that the fastest-growing roles in the city signal the Al
sector is shifting from investment to execution. That shift incledes roles for
business operations managers and other roles needed for building successful
companies on the latest advanees in Al Unfortunately, the city's Al sector isn't
hiring fast enough to offset the loss of thousands of tech jobs lxst year.

But soaring apartment rents has more real estate developers moving forwand on
San Francisco apartment projects that now pencil out, including a 619-unit tower
envisioned for 555 Beale St. and a 67-story tower at 10 South Van MNess.

San Francisco's robust rent growth stands in sharp contrast to weakening rents
across much of the country due to slower household formation, coonomic
uncertainty and lingering excess supply of apartments.

“San Francisco is moving in the opposite direction,” Chen said. *Demand is
rebounding faster than howsing can be delivered and long-standing zoning and
development constraints have left little buffer.”



Mationally, one-bedroosm median rent fell 0.1% month over month o $1.503,
which was down 2% year over year, according to Zumper's National Rent Index.
Two-bedrmom median rent nationally fell 0.2% month over month o 1879,
which was down 1.5% vear over year.

“Markets that have already worked through excess imentory may soc a faster
snapback than what national averages sugoest,™ Zumper CEO Anthermos
Geoglades said in a news release. *The spring leasing scason will offer a clearer
signal for where the market is headed.”
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The Most VC-Funded Al Companies in the Bay
Area

Equity raised in 2024

Rank Prior Rank Buziness name
1 1 wil Conp.
2 2 Databricis Inc.

3 3 Arthropic PBC
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POPULATION HOUSEHOLDS

ETRO 5.0M 1.9M
THE BAY AREA IS THE e O e
BIRTHPLACE AND
CENTER OF INNOVATION
AND ADVANCEMENT IN
TECHNOLOGY IN THE
UNITED STATES.

Some of the largest technology firms,
financial companies and educational
institutions are located here. The San
Francisco metro consists of San Francisco,
San Mateo and Marin counties, and contains
a population of 1.84 million people. The
city of San Francisco accounts for all of
San Francisco County, and contains nearly
860,000 residents. Marin County is located
to the north of the city and has 252,000
residents, while San Mateo County is south
of San Francisco and has a population above
730,000 people. While the metro represented
one of the later-recovering markets from the
pandemic, the area's population is slated to
expand by just over 30,000 residents over the
next five years.

MEDIAN METRO

MEDIAN AGE HOUSEHOLD

41.2 s HIGHLIGHTS

U.5. MEDIAN U.S. MEDIAN

Bl $68,500 WORLD-CLASS INSTITUTIONS

The Bay Area is home to top-ranked
educational and research institutions,
including one campus of the University of
California system, along with the University
of San Francisco.

EDUCATED WORKFORCE

The metro has one of the most skilled labor
forces in the nation. Approximately 50
percent of residents ages 25 and older have
obtained a bachelor's degree, well above the
national rate.

HIGHINCOME EARNERS

The s=till large tech and financial sectors
contribute to a median household income
that is almost double that of the nation.
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The metro's populace is slated to expand by 1.8 percent through
2028. In the same peri-od, roughly 16,000 households will be formed,
generating demand for housing.

Home prices significantly above the US. median result in a
homeownership rate of 46 percent, which is well below the national
rate, providing a strong rental market.

Roughly 50 percent of the local population over the age of 25 holds
a graduate or pro-fessional degree, well above the national rate of 29
percent.

2023 POPULATION BY AGE
5% . 14% . 5% . 31% .26% .18%

0-4 YEARS 5-19 YEARS 20-24 YEARS 25-49 YEARS 50-64 YEARS 65+ YEARS

QUALITY OF LIFE

San Francisco is recognized worldwide for its spectacular physical
beauty, culture, busi-ness opportunities and professional sports teams.
It also acts as the administrative, finan-cial, cultural and services hub
for the West Coast. San Francisco's cost-of-living, however, is one of the
most expensive in the nation, due in part to the tight housing market
and elevated cost of goods and services. The metre also has one of the
highest discretionary income levels in the U.S,, as a result of the area’s
educated workers and its large concen-tration of jobs in well-paying
industries. Cultural and recreational opportunities abound, including a
theater district, symphony, opera and more than 20 museums.

SPORTS

@ Baseball | san Francisco Giants
@© Men's Basketball | Golden State Warriors
o Women's Basketball | Golden State Valkyries

EDUCATION

° San Francisco State University

o University of San Francisco

o University of California, San Francisco

o City College of San Francisco

ARTS & ENTERTAINMENT
a Golden Gate Park
The walt Disney Family Museum

=
@ Exploratorium
(]

San Francisco Museum of Modern Art
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San Francisco Real Estate Recovery in Mid-2025: Sector Insights
and Policy Shifts




towvand 3 gradual revitalization. Below, we break down each sector's status with data-deiven insights, and then explore how nesw leadership and
rezoning efforms may influsnce San Franciscos real estate rajectony over the next 6-18 monthe.

Office Market: High Vacancy Meets Renewed Demand

Current Conditions: San Franciscos office market is slowly rebounding from it pandernic-era doevnitum. Leasing acthity has accelerated
through late 2024 and early 2026, reaching its highest wolumnes since early 2022. Tech firmms — paticularly in the booming artifical intelligence
(Al) sector - hnave led this keasing uptick by expanding into quality spaces freed up by earlier tenant contractions. Notably, companies like
Opendl, Anthropic, and Databricks have all signed lage leases for space in San Francieco in recent guarters. This new demand has helped
cifset the rermotefybrid work-induced drop in cooupancy that hit San Francisco harder than any cther major affice hukb

Market Stats: Despite rnproving beasing momenium, the office wacancy rate rernaine historically high at 228% as of Q2 2025 This is up
slightly (about 60 basi poinks) from 2 year prion, and starkly higher than the ~59% vacancy of 2M8 befare the pandemic In total, oughly 60
million square feet of office space s aailable citywide, ncluding 9.3 million square feset listed for sublease - a legacy of companies
downsizing, Top-ter office towers are especially underutilized: Class 4 & 5 Star buildings face a 27.2% vacancy rate, exerting upward pressure
cn the owverall vacancy, On the pricing sice, asking rents hawe fallen about 30% from their 2019 peak and now average $50-$51 per =q.
frannually across all classes The pood news is that rent declines have siowed markedly - year-over-yesr rent growth stands at -17%
lessentially flar) in Q2 2026, hinting at appmoaching rent stabilzation. Ancther posithe indicator i absorption: over the past 12 manths net
absorption was effectively flat at -14,000 sq. ft. 2 draratic improvenent from the -6.6 milllion 2. f annua net abseption recorded in 2023
In fact, grogs absorption of office space surpassed A5 million sq ft in 4 2026, the highest guarterly volumne in four years. Construction of
new offices has wirtually halted - only 13 milkon 2q. it is under corstruction, mostly life-science onented projects - eflecting developer
caution amid high vacancies.

Demand Drivers & Headwinds: The affice dernand that does exist is being driven by San Francisco's evolving tech economy. Al and biatech
firmns are fueling ruch of the new leasing, atfracted by high-ouality (and often discounted) sublease space that came on the market during
the downiurn Majs commitments by firrns ke Google fwhich rensswed over 550000 2q. ft in early 3028) and aw firn Morgan Lewis fawhich
ook 123000 =q. ft in the Transamenica Pyrarmid] underscone that there is still confidence in salect locations and properties. On the ather hand,
strectural headwindepersist Remmote and hybrd wiork has permanently reduced the bassline dermand for office space, espedally in
dornitoan high-rises. Many companies already downsized their footprints in 2022-2023, and while that wave & easing, a few continued
ove-outs are CooUFning as pre-pandemic leases expie Bg recent space give-backs by LendingClub and Okta). The sheer scale of axcesg
space - ncuding subleases - will take time to backfil Elevated vacancy. particulardy in older or less amenity-rich buldings, also deters
inwestrment and new developrent. Indeed, brokers apree that outside of specialized life-scence projects, new speculative office constnaction
will be rare in the coming years.




Signa of Recovery/Restructuring Despite the =] there are cle al= that the off market may have hit bottorn a

slonwed

inflection point
A0-year lease cormmitments &

rESMUCTLIr

-]



Multifamily Residential: Demand Resurgence and Tightening Vacancies

Current Conditions: In stark contrast to the office sector, San Franciscos multifamily residential market is mounting 2 robust recoverny in
2026, After & period of pandemic-era cutflow 2nd soft demand, renters are returning and absanption has sunged. The first guarter of 2025 saw
the largest expangion in apartment demand in fowr years, and momentum remained strong into Q2. Ths unswing ooincides with 4 retunn o
population growth for San Francisco: after several years of dedline, the city’s population stabilized and even notched a modest increase in
2024, which has bolstered apartment dernand. Market obseners atiribute the tumarocund to a comnbination of factors - renswed hiring
{especially by Al @nd tech firms), Improsing downtosn safety conditions, and the simple fact that many who left during the pandemic have
either come back or been replaced by new armvals. Meighbornoods that were Fard-hit by remnote work and civic Bsues fromelessness, streer
crime] - such as pars of Downtown 2nd Chic Center - are showing tentative rmprosenment, suggesting that city initiatves o improve livabiliy
are having an effect

Market Stafs: Aparmment Ocounancy has tightensd dramatically cver the past year. The vacancy rate fas fallen to 61%as of 02 2035 - the
Iowsieat level in San Francisoo in ower a decade For contest, vacancy peaked near 10-19% in late 2020 during the height of urban cut-roegration;
wdays 61% i even lower than pre-pandemic 2019, indicating a full recovsny in oocupancy ket absorplion over the last 12 monthe hit
approsirmately 3,700 whits, matching the annual demand levels of the city's pre-panderic boarm. This demand nas cutpaced the limited rew
supply: relatively few new multifamily projects have delivered in the past year (fewer than 1000 units were added owver 12 maontne], allowing
EwCEss vacancies to be absorbed rapidly. Tightening supply-demnand conditions are translating into dsing rents. Citywide asking rents are up
about 4986 year-over-year &3 of 32, one of the fastest growth rates among maior LS markets In fact, the awerape apartment rent in San
Francisco has just surpassed itz 2018 peak in nominal tenmns. Effective rents (net of concessions) have similarly clirmbed, and landlonds are
regaining pricing power after the rent declines of 2020-2021 By property class, the lusury segment (4 & B Star), which saw wvacancies
skyrocket during the pandernic, has rebounded significandy - its wacancy rate has dropped 1o 8.5% {down from nearly 20% in 2020) as high-
income renters return to the ciny. Mid-market and woekforce apartrents (3 Star and below) rennain the tightest, with sub-5% vacancy across
Class 3, 2 and 1 praperties.

Demand Drivers & Headwinds: Several tailwinds ane fuelirg the mudtfamily resurgence. Employrment growth in San Francscoo’s reSurgent
tech sector (especially Al) i atracting new residents and boosting household formation, directly increasing apartrnent demnand. Additionally
population inflows - whether young professiorals moving inoor former residents returning — have resurned now that the city & perceied o
b atabilizing econormically and addressing quality-of-life concerng. Local officiale’ efforts to curb open-air dnug use and improve public safety
in key neighborhoods have made urban lving mone: attractive than it was & couple of years ago Ancther important driver s the cost of
hormecwnership: with Bay Area home prices stil kigh and morigage interest rates around their highest in over a decade, rmany would-be
besyers are rernaining renters. This dynamic keeps rental demand robust, since aenting is the only feasible option for a large portion of the
workforce gven the bamiers 1o buying in San Franciscos housing market On the supply side, one headwind is the slow pace af new
construction While the city has an ambitious housing pipeline on paper, groundbreakings have been lmited by econcmic conditions. high
consruction oosts, and lengthy approvals. Developers have entithernents for thowsands of units - for example, in the South of Market area
alane, cver 5000 wnits are approved and awaiting Detter market conditions - but rany projects ane paused untl financing and cost dynamics
Irngrove. Thos, new supply rermaine constrained, which in the near term actuatly supports landords by limiting competition. A potendial
rrediurn-tenn challenge would be if interest rates decline and stalled projects break ground en masse; howevern, any large wave of deliveries is
at least a couple of ywears cut For now, the primany headwinds for multfamily are macroeconomic - if a recession or tech slowdown hits,
renter dermand could soften again - but curmenty all signs point to srengtn.

Sigrals of Recowery & Resilience: The apartment sector's fundarmentals underscore resflience and a sharp recovery Absorption turning
positive acmss all asset classes (even the previcusly strugaling Lusury high-rizes) indicaes broad-based dernand etuming. The rapid dedine
in vacancy back to Fstorcally low bevels in just a two-year span highlights how quickly the market abscrbed the pandemic shock. Moreoser,
rent growth has returned without any significant concessions needed, showing that landlords have regained confidence in the leasing
ermironment. Importantly even meighborhoods that saw the greatest pandemic-era stress - such as DowntownySOMA, or areas like the
Tenderloin which experienced socid challenges - are now seeing cooupancy improve monith by month This suggests that public and private
efforts to revitalize the urban coe mproved policing, new neighborhood investrment) are posithvely impacting the residential sector With new
leadership at City Hall pushing to accelerate housing production (rore on that below). the long-term outlook i constructive: policy suoport



far more housing could evenually ease the affordability crunch, but in the nest 6-18 months, limited new supply and a rebounding poputation
rrean the multifarmily market is Eely to rernain tight. Landlords can expect continued high ooccupancy and moderate rent growth in the near
termn, barring any major econcmic hiccup.

Retail: Stabilization After a Downtown Shakeout

Current Conditions: San Franciscos retal sector s emergng from a prolonged slurp and showing tentative signs of stabilization in amid-
206 The past hwo wears were exceptiorally challenging for retai landlords - pandernic aftershocks led to diministed foot rafic, waves of
store closures, and rising vacancies, especially in the Downbown &0d Union Souare areas. By 2023-2024, the city's once-bustling central retail
districts experienced high-profile closures (from department stores to small shops) due to the combined mpacts of remote work, Lose
tourisrn, and public safety concemns However, the tide is begirning to turn. In late 2004, leasing activity started picking up and net absarption
tmned modestly positive for the first time in years. This positive momenium has caried into the first hatf of 2005 & retailers cautiously
expand or backfil some vacant spaces. While conditiors are still far from pre- pandemnic norms, the worst of the retail contraction appears o
be over,

Market Stafs: Citywide retail vacancy stands at sbout 519, which s relatively moderate - but this masks a sharp dvergence betwesn the
deowitown core & cutlying reighborhoods: In the Downtown/Union Squane submarkets (which make up roughly @ quarter of the metros
retail inventory), avaiability rates have soared into the low teens, eflecting a gut of empty storefronts. As of early 2005, downliown San
Francéacos reral avalsbiily & ~116%, companed 10 just 3-5% in many neighborhood shopping districts and suburban parts of the metro. The
oSt extreime case is the Union Sguare areds indoor malls: the et of anchor tenants Nordstron and Bloomingdales has left the Westfield
San Francisco Centre ("Emporium”) nearly wacant, pushing the downtown mall availability up to 269% By contrast, oommrunity-criented
retail centers cutside the core have lagely mainined hedthy occupancy. Over the past year {02 2004 o Q2 2025), et absorption for the
ceerall rarket crept into posithve termtony at roughly +440,000 =q. f. Essantally all of those gaire oocumed in non-downtown areas, offsetting
ongoing losses in the city center. Rent trends mirmor this tale of bao markets Overall asking rents are roughly flat oo slightly wo (+09% Yo, but
that average hides & 4% drop In downtown rents wersus stability (or slight growt) in the neighbornoods. The citywide average asking rent is
about $44/an it per year, and landlords in prirne suburkan cormidors have held rents steady, whereas downtown landlonds have had to offer
concessions and lower rates to bve tenants MNew retail construction i almost nonesitent - San Franciseo has long had limided retall
development due to land constraints and a shift toward e-commerme; true 1o form, no significant retail projects delivered in the past year
and only minirmal squane footape i@ under construction as of mid-2026.

Demand Drivers & Headwinds: Retal demand in San Francisco hinges on the return of people and spending power 1o formerly ermgty areas
Office wiorkers and touwrists are oritical oo downiosn retal - their absence during the pandemic crushed many businesses Now, ncremental
imgrovemnents in office aendance (as more employess adopt hyionid schedules) and a rebownd in tourism are gradually bringing life back w
central shoppeng strests. Additionally, 2 structural shift in consurner behawior is ar play; even though San Francsco boasts high household
incomes. rwch of that spending migrated online of to neighiborhood commercal districts in recent years. Residents working from home ans
rore likely to parmonize local shops and restaurants in their own neighbosoods, which is why smaller retail nodes in residential areas have
fared better. This shift is & double-edged sword: it has weakened downbown but strengthened neighborhood retail Goirg foneard, one driver
far downitonen could be the city's efforts to improve safety and cleanliness - reducing crimne and blight i essential 1o lure shoppers back, and
the data sugpesis some progress on this front, as publicized efforts to address open-air drug markets and street conditions coincide with the
stahilization of retal cccupancy, Still, significant headwinds remnaire e-commerce & a formidable competiton (structueally Briting dermand for
brick-and-mortar retail), and downtown’s recovery is tied o uncertain varisbles like the futue of office work and conventions: Moreower, the
rash of store cosures created a perception challenge; it takes tirne for new tenanmts to backfill emmpty flagship stoes, and some national
retailers are still hesitant on San Francisco. nosum, retal demand is rebuilding, but it faces a long road and will ety ook diffenent than before
[rore experiential, foodibeverage and local-serving retal, less traditional big-bos)

Ernerging Signala: Encouragingly, the retail market’s recent trajectony sugpests resilience and adaptation. The fact that overall ccounancy has
leveled off and even nproved slightly i a significant achievernent following eight consecutive years of net negative absorption (20M6-2022) 1t
appears that the "bothom® of the retall cycle hit in 2023, and tenant interest iz nove reappearing for well-located spaces at the rght price.
Srnaller retalers and sendce businesses are siepping into some vacancies, capitalizing on lovwer rents. Additionatly, there i a flight to quality



within retai - the best-located streetfronts (2 Chestrot Strest, Valencia Steet, etc.) continus to attract tenanes, whereas secondary locations
rright rernain empty longer The stability in neghborhood retail performance demonstrates the sector's inherent strength i Sening local
demrand, these districts have been a bedrock of resilience, benefiting from residents spending more of ther dollars close 1o home. Looking
ahead, the retall sector is lkely 1o see restructuring and repurposing in the downtown core. Large vacant properties like the nearby-engoty
wegtfield Centre will require creathve solutions - possibly redevelopment into miked-use of non-retail uses - o address the oversupply of
traditional retail space City leaders are actively discussing incentives for adaptive reuse of underutilized cormmercial buldings Owverall, the
next 618 months should being gradual improvement espect a few more national o concept retalers to cautiously re-enter the downiown
rrarket {32 lease termns beoorne favorable) and continued strength in neighborhood retasl, all contributing to a modest drop in vacancy by
year-end. Rental rates in the aggregate are projected to inch wup again by 2026 if these trerds hold.

Industrial: Mixed Signals in Logistics and Life Sciences

Current Conditions: San Francisco's industrial sector fwhich ncudes warehouses, distribution facilities, and flex/RA0D spaces) is experiencing a
bifurcated trend in mid-2026. Owverall dermand softened in 2023, leading 1o rising vacancies, but there are now early signs of a rebownd in
certain segments. The story differs for traditional logistics space(warshouses for storage and distnbution) versws flex space (often life science
labs o tech RED facilities). in 3024, high interest rates and ebbing pandemic-era consumption caused many logistics tenants to scale back -
|easing activity in the warehouse segment dropped ~25% compared to 2023 A3 a result, move-outs cutpaced move-ing significantdy, and by
the end of 2024 the logistics side of the market was in comection. At the same time, the flex sector faced its own challenges a wave of new
laboratongRAD busldings Rt the market just as bictech leasing dernand pulled back sharply tenture funding for bictech dried up with rising
rates) This combination led to a spike in flex vecancies even though scme new buildings were build-to-sut (pe-leased) Entering 2025,
however, conditions ane slomdy changing. Both 4 2024 and 01 2026 saw increased leasing volumes: In late 2024, flew/RED leasing surged o
itz highest guarterly total since mid-2022 (~TS0000 =2q ft leased in Q40 And in Q1 2035, the logstics segment also recorded s strorgest
ouarter of leasing since 2023, with about 660,000 q. ft. of deals signed. These mprovernents suggest that tenants have started o capitalize
o softened rents and greater svailability 1o secure space,

Market State: Across all industrial and fiex properties in the metro, the vacancy rate has climbed to 122% as of Q2 2026 This & a substantial
increase from roughly 6-T% vacancy a couple of years ago, reflecting how the market loosened. The pain is not evenly dstributed: the flex
submarket now posts a hefty 23.0% vacancy, an outcome of rapd supply growth and faltering dermand in life sciemce hubs By contrast, pure
logisticswarehouse space - often i areas ke South San Francisco, Brisbane, and the Persnsula - has amund BT % wacancy. While that
logistics vacancy rate has roughly doubled from ~4% in 2022 it remnaing far below the flex segment's oversupply. Ore bright spaot is specialized
industrial (eg rmanufacturing facilives), which emain scarce; this segments vacancy is only about 5% Ower the past 12 months, net
absorption of industrial space was approsdmately -360,000 sq. fr (negatve), indicating mone Space was vacated than leased overall Deiling
down, this net less is entieely due o the warehouse sector logistics properties saw a -B10,000 =q. fo oocupancy loss, whereas the flex sector
actually achieved a +510,000 3. ft net gain in the past year. That apparent positive in flex absorption is sormewnat misleading - it reflects new
projects deliverad already pre-leased ar cooupied by owners (built-to-suits), rather than broad market dermand surging On the pricing front,
San Francisoos industrial rents remain among the Righest in the ration, with asking rents averaging about $28 per sq. ft {riple-net) citywide
However, rent growth has stagnated - renfs are essertially flar (down ~0%% ¥oY) in 2025 after years of steep increases during the e-
camemence boom. Landionds have becorne move flexiole on terms to fill space, especially in clder of bees specialized product. Mew supply is
still corming cnline prirmarily in the flexlife-scence category: roughly 28 milion 2q. ft. of ndustrial (mestly lab) space is under construction in
the metro, and specdatve projects delivering this year are oontributing 1o the higher vacancy In conrast, warehouse construction is
minirnal, as developers have few available sites and are cautious ghven the dermand slowdown

Demand Drivers & Headwinds: The divers for industrial demnand are evolving During 2020-2021 e-commerce expangion and logistics
needs dominated, but that trend cooled 2= consumer behavior normalized and companies rmoderated their supply chain espansion plans
Mg sorne demnand & coming from mew-economy wers for ingtance, robotics and sutonomaus vehicle companies (like Zooe which leased
190,000 &g ft. in Foster Oity) hawe taken large spaces for testing and light manufacturing This indicates San Francseos industral market iz
partly fueled by tech/RED, not just raditional distribution. The Ufe sciences sector, & major flex space dever, =aw a funding slowdionwn in 2023,
which hurt dernand, but core bictech firrrs still view the Bay Area as a premier location - if financing rebounds. a0 will lab leasing A promising
sign 5 that mid-sized tenants have rtumed to the fles market; the average leass size in 2024 grew to ower 10,000 s fr, up from woder 7000



=0 ft in 2023, sugpesting more comnritrment from growing bictedn and tech hardware startups. Key headwindz include the overhiang of new
suply i Bhe ey segrment — saveral large lab buldings comgpleted since 2022 rerrain only partially leased, and rmore are finishing construction
soon. Thie means the fles vacancy could rise further pefore it pets better. Another headwind (8 higher interest rates and economee
uneertanty. which make industrial tenants cauticus about expansion and miake it harder for developers o finance progects. Additionally
Industrial wsers have options 1o Move 1o lower-cost aress in the region (g2, East Bay or farther down the Penireula) if San Francisco rents
ot adjust Thus, oornpetition within the broader Bay Area could limit how quickly SFs industrial vacancies tghten.

Outlook and Resilience: The industrial sectors outlook fior the nest year B one of gradual stabilization Market players expect that the recent
prckup in leasing, combined with a taparing off of new construction in Late 2005, will help halt the fige in vacancy. Already, the fact thar flex
space Ansorpon wined positive {after being deeply negative in 2022-23) shows the marker's abiliny o absorh new Fwventory gven tme The
San Francisco industrial market has underlying strengthe it serves specialized niches (lke life science RAD and last-mibe winan logistics) and
benefits fromn lnited’ g avalshidiy which histonically kept vacancies low Thase fundamentals showubd reassart themselves once the curent
glut is sorted cut. Inthe nterim, we may see some adaptive reuse here as well - for eample. f certain new lab projects struggle to lease up,
owners might repasition themn o slow-roll further phases. But by and large, the expectation i that dernand will gradually cateh up. As
consurmer spending stabiizes and biotech funding patentially improves, absorption in both logistics and flex spaces should tum positive
Renis are likely to remnain flat in the near term (making SF mare competitive regionally), then could resume modest growth once vacancies
start trending down again in short, the indusirial sector ks in a fransiion period — Not FMmune 10 headwinds, but poised o benefit from the
Bay Area’ innovative companies and the city’s strategc booation as a detribution hub for dense, affluent consumers. Look fior 2 more balanced
rrarket by 026, with vacancy rates leveling off and the excess space gradually being absorbed as the ecomory grows

New Leadership and Planning Policy Changes

Arnid these market-specific dynamics, San Francisco's broader real estate emdronment i also being reshaped by recent leadership changes
and policy initiatives 0 June 2028, Mayor Daniel Luie appointed Sarah Dennss-Phillips as the new Director of the San Francsco Planning
Departrient — a mowe that signals a srong push for reform and revitalization in the city's developrent processes. Sarah Dennis-Phillips
beinga a unique blend of public- and private-sector expenence she previously worked within the Flanning Departrient, senved as a Senior
Director af developer Tishenan Speyer, and mast recently led the Office of Economic and Workforce Develapment (DEWD) for two years
This background positions her to bridge the gap between City Hall bureaucracy and real-world development needs Her appointrment was part
of Mayor Luries strategy to coordinate economic recovery — effectively a talent shuffle that also saw Anme Taupier prornoted to lead OEWD
and Plannirg afficial Liz Wakty tasked with rursing the Mayor's new "PermitSF ritiatie

PermitSF and Permitting Reform: One of the first big mandates for Dennis-Philios is to advance permitting reform, a critical ssue for San
Francisoo’s real estate comemunity. The newly launched PermitSF program is a City Hall initiative aimed at overhaoling the notoriously slow
and cormples pemitting process, with an initial foous on speeding up housing and small business permits. By placing a ssasoned planmer (Liz
watty) in charge of this initiative and having a Planning Director who understands the developers perspectiee, the Luie adrministration is
pricritizing cutting red tape. This refonm & expected to streamline approvals for projects, reducing timelines that have historically stretched for
years. Dennis-Phillips has a reputation for pragnratism and is seen as an ally of builders in this effort - her dual experience in govemment and
developrnent means she's aciitely aware of how permitting delays have hindered San Franciscos growthe A maore efficient permit systemn {eg
roadernizing applications, elininating duplicative reviews) should facilitate the consfruction and adapthe reuse projects needed for the diys
recowery, from office-to-housing corversions 1o new affordable housing developenents.

Housing Targets and “Family Zoning™ Anctiner pricdty for the new Planning Director is helping San Francisco meet s aggressive housing
production targets Under Californias stafe mandate, San Franciscos Housing Elernent plan calls for enabling roughly 82,000 new homes by
2001 o address the housing shortage. Achieving this will require majsr zoning changes and proactive planning policies. In fact, earlier in 2025
the city unveiled a proposed rezoning dubbed the “farnily 2oning” plan - a sweeping effort to upzone neighborhoods and allow more multi-
farnily housing corstruction citywide This plan &@ms w legalize muolti-unit homes in areas previously restricted to single-family usage
encourage additions of in-law urits or duplexes in existing homes, and modestly increase height limits along transit comidoes (generally up o
B-8 siories in certan zooes) The term “family zoning” reflects the goal of ocreatirg moe howsing opportunities for families within San
Francisco, rather than fording them: to move out for lack of space. The stakes are highe if San Francisco fails to imglemnent these zoning




changes by the state's deadline {fan 31, 2026), it could lose local control over apgrovals and forfeit significant state funding With Dennis-
Phillips at the hetm, the Planning Departrent is espected o drive these rezoning efforts forward in coordination with elected officals. Her
paat role in OEWD also suggests shelll keep an eye on tying housing growth to economic developrnent — for instance, ensuring new housing is
planmned near job centers and transit. The new Plarring Directors suppo for the Housing Element oijectives (such as simplifiing the process
o add wnits and pushing projects in high-rescurce neighboroods) will be key 1o making San Francieeo more affordable and hitting the
procuction goals

Eronamic Revitalization and Recovery Coordination: Beyond permits and housing, Sarah Dennis-Phillipe’ appointrment is a comerstone of
Mayor Lures broader economic recovedy strategy for San Frandsco City leaders recognize that reviving downitown and the overdl econommy
requires & coondinated apgroach across agencies - planning. economic developmment, transportation, eic. Having Dennis-Phillios (with her
economic developrment experience] lead Planning is meant o break down sios. This leadership change aligns with parallel efforts such as the
formration of economic recoveny tagk forces, investrment in downtown safety, and ncentives o fill vacant commerncial spaces. For example, te
city & pursuing policies 1o consert underused office buildings to residential or other uses, reduce comemerncidl vacancies (trough pop-uns
o tax adustrnents), and promate emengng industries like & and life sciences. The Planning Department under Dennis-Phillips & expected m
b rruoee pirnkle and open o creative solutions - whether s fast-tracking comversion projects or adusting 2oning 1o eNCcouTge nsw types of
businesses. There & dso an emphasis on a "0ne Stop Shap® approsch embodied by PermitSF) o make (0 sasier for entrepreneudrs @ open
restaurantsfretail o for property cwners o renovate buldings. All of these efforts ane being coondinated to restore confidence among Fuveston
and employers The rew Planning Director's role In advancing San Franciscos Houwsing Element and family-friendly zoning, while
coordinating with OEWD an job growth inittatives, sipnifies an integrated push to bring residents, workers, and visitors back In sumimary, this
leadership and policy refresh at City Mall ainre to tackle long-standing structural Bsues - howsing scamity, slow peemitting, and an
owercentralized downtown economy — oo set the stage for a more resilient urban recoveny

Forward-Looking Cormmentary: What the Next 6-18 Months May Hold

=an Franciscos real estate recosery in the coming & w18 months will likely be ncremnental and uneven, but the convergence of market
rends and proactive leadership gives réason for measured cptimiem. Macro-economic factorswill play a sigrificant olec if the Federal
Reserve begins 1o exse nterest rates in late 2025, lower financing costs could kick-start development projects (for exarnple, some of those
entitled housing units or even office-to-residential corversions might firally penci out). A reduction in interest rates would also lower cap rates
and potentially reirvigorate nvestrnent activity across asset classes, bringing rore capital into San Francieoos property rrarkes

The tech sectors trajectory - especially Al - iz a wildeard that lears positive for San Francioo The oty has guickly becomne a bhub for Al
cormpanies, and ther growth could be a boon to office abaorption (as seen with recent Al-diiven leases) and to housing demand as they hive
wiorkers. A mini tech boom centered on Al could help refil some of those ermpty office floors with new startups o labs and could suppart
retail by increasing daytinne foot traffic in certain areas. Moreover, population trends appear to be trning a comer. IF San Francisoo continues
e see popuiation Aflows (Bven modest ones) due to revived urban appeal and job creation, that will uphald the strong fundamentals in
rrultifamnily and bolster consumes spending for retal City initiatives o improve lhvability - safer sreets, deaner public spaces, more housing
affordability — will be critical to sustaining this population recoen:

Bly secton, we expect in the Office rmarket a slow grind upward from the bottormn. Owver the next year, vacancy might begin to edpe down from
its peak as more sublease space 8 withdrawn or leased and as downsizing tapers off We do not anticipate a rapid drog in office vacancy -
the overhang i too large - but even a plateaving and slight decline would mark a tumning point. Rents are Likely to flatten and ocould even start
rising jgenitly by late 2025 if dernand steadily improves. One transformatie factor could be the success of office-to-housing conversions: City
Hall iz actively exploring ncentives fsuch as fee waivers and espedited approval for conversions) to reduce downtown office vacancy by
repurposing cheolete buildings. Should even a handful of big corversions rmove forwand, they would not only scak up vacant space out alsn
being e residents (2 life and spending power) into downtown, creating a virtuous cycle for retail and street vitaling

For Multifarmily Residential, the cutlook remains quite strong, We foreses continued Low vacancies and rent growth in the mid-single digits
annually, supported by limited new deliveries. In factk, the rental market could tghten further in the next 12 months, geen the Righ cost of
homemwnershio keeping more peogle in the renter pool and the slow pace of construction. Only f 2 wave of new wnitz comes online for a



rrajor economic downium hits) would this trajectony change. The city's push to produce more housing - IF permitting reform succeeds - likely
won't materialize in completions untl a couple of years out, 50 in the near e the supply side won't catch up. Thus, tenants will face a
carnpetitive market, and landlords should enjoy high cocupancy: However, the longer-term effect of rezoning and policy changes is very much
aned at madensding this market by adding units: if San Francisco can truly permit and start bulding ters of thousands of new hamnes teough
the Housing Elemient efforts, that will be a game changer by the Late 20205

I Retail, we expect a gradual recowery sceraric. The next §-15 months should see vacancies in the retail sector slowly decline as
entreprensurial terants backfill smaller spaces and as improvements in public safety and tourism diaw shoppers back. Key indicators o
weatch will be tourist nunbers oruize ship arvals, corvenition bookings) and office oocupancy rates - if those rise, downtown retalers will per
a boost The "beormn™ tmes of Union Square may not refum soon, but we anticipate stabilizatior: the bleeding has stopped, and now
absoeption can onty imnpeowe from its deeply negative evels of recent years By 2026, rent growth could tum consistently positive again
[perhaps in the 1-3% range annually), especidly for well-located retail strips. One emerging trend o watch is adaptive reuce of lage retail
spaces - for instance, portions of vacant departrment store buikdings might be comverted 1o offices entertainment venues, o even gymns and
educational facilities, diversifiing the tenant mis dowriown. City economic officials are lkely 1o suppot such creative re-use to awoid dead
SHACe

Finally Industrial property in San Francieoo should find its footing as well We esxpect the flex subrmarket to remain under sonme pressure into
2025 as new lab space delivers, but by 2036 the pipeline will ease and evwress vacances can Stat oo be absorbed as bictech and hardware
firms expand The life science industry tends o be cyclical; i funding rebounds with a mare favorable econarmy, demand for those shiry new
labs will pick up quickly For logistics warehouses, the Bay Ameas consumption and trade will contirue o grow, 20 we predict wanshouas
vmancleavdllmhdmnmdp-eﬂ‘apsreﬁ;mmd‘e rnid-single digits by late 2025 Rental rates for industrial uses might stay flat in the

iia £ e, could rise again once the market equilinrium retums. IS worth noting that any Improvenent in
global supoly chain stabiity and consumer soending (for examole. if inflation cools and consumer confidence rises) would directly translate
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responsie - & oy starting to reinvent itself for a post-pandermic erawhile presendng the innovative spark that has long driven its success

June 25, 2025, by a collecthe of authors at MRMCG Invest, LLC, California feasibility study consultants

Sowrces: MMOG Database, photos by Michal Mohe |sky




Why San Francisco Real Estate In 2025 1s A
Good Investment

Are you considering buying San Francisco real estate in 2025 and beyond?

Whether you're dreaming of owning a home in the city to raise a family or
exploring investment opportunities, you've come to the right place. As

someone who has lived in San Francisco since 2001 and owns multiple

properties, I've navigated the city's unigue housing market through various

economic cycles.

In my view, 2025 is shaping up to be an excellent year to invest in San
Francisco real estate, whether you're looking for a single-family home or a
condo. Below, I'll break down eight reasons why buying property in San
Francisco real estate in 2025 is a smart financial move.

Reasons Why Buying San Francisco Real
Estate In 2025 Is A Good Investment

These are my reasons after living in San Francisco since 2001 and owning

San Francisco real estate since 2003. | also sold San Francisco real estate

in 2017, a rental property, to simplify life after my son was bomn. | reinvested

the proceeds in stocks, bonds, and private real estate investments for 100%

passive income.

1. San Francisco Is the Hub of the Tech and Al
Revolution

The tech industry continues to drive demand for San Francisco real estate in
2025, with the city leading the charge in artificial intelligence innovation.



Companies like OpenAl and Anthropic are expanding their presence here,

and the global Al spending boom is funneling wealth into the region.

The NASDAQ surged 43% in 2023 and another 2B.6% in 2024, creating
massive amounts of wealth. Much of this wealth eventually flows into
lifestyle upgrades, including San Francisco real estate. With Al companies
rapidly scaling and preparing for IPOs, the resulting liguidity could

significantly boost demand for San Francisco real estate in 2025.

Mot only do you want to buy San Francisco real estate in 2025, but you also

want to invest in private artificial intelligence companies. Hedge and benefit

from the growth of a new technology. You can do so through an open-ended
venture product by Fundrise.

2. New City Leadership Offers Renewed Optimism

The political landscape is critical for San Francisco real estate in 2025. With
new leadership under Daniel Lurie, there’s hope for addressing key

challenges like crime, homeleszness, and urban revitalization. A& maore
stable, attractive city environment is likely to increase interest in San

Francisco real estate among both local buyers and international investors.

J. Post-Pandemic Urban Recovery

As companies like Google, Amazon, and JP Morgan call employees back to

the office, urban living is experiencing a strong rebound. San Francisco's
dining, entertainment, and cultural amenities are once again attracting

professionals, which bodes well for San Francisco real estate in 2025.

4. Low Housing Inventory Fuels Competition

San Francisco is geographically constrained and has strict zoning laws,
ensuring limited housing supply. This dynamic keeps San Francisco real
estate a hot commodity. Add to that the pent-up demand from buyers who
paused during the pandemic, and you have a recipe for competitive bidding

wars.

5. Pricing Remains Attractive

Despite a strong rebound, many areas of San Francisco real estate remain

priced below their early 2022 peaks. This offers buyers in San Francisco real



estate in 2025 an opportunity to purchase property at a relative discount
before prices inevitably climb higher.

How much a household needs to earn to afford the typical
home in their local market, as calculated by Zillow

Zillow's analysis assumes a 10% dewn payment and uses the Zillow Horme Value Index (ZHVT) 1o
sccount for each market's “typicel” home price.
2024
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San Francisco is much more attractive than San Jose, where prices used to

be about the same

B. Tax Advantages for Homeowners

The tax benefits of owning property remain compelling, especially for high-
income earners in the Bay Area. These incentives make San Francisco real
estate in 2025 an even more attractive investment, particularly with the
potential for policy changes that could further boost homeownership

incentives.

7. Foreign Investment Is Back

San Francisco has always been a magnet for international buyers. Mow, with
travel restrictions lifted, global investors are returning to the U.5. market.
This resurgence of foreign capital will play a significant role in boosting San
Francisco real estate in 2025, as international buyers recognize the city's

status as a global hub.

8. A Proven Long-Term Investment

Over time, San Francisco real estate has consistently appreciated, making it
one of the most reliable long-term investments. With tech innovation, new
|eadership, and a recovering urban environment, San Francisco real estate in
2025 offers a strong opportunity for buyers to capitalize on future growth.

Where to Buy San Francisco Real Estate
in 2025

When it comes to San Francisco real estate in 2025 and beyond, the west
side of the city stands out as a hidden gem. With significant investments in
infrastructure, schools, and commercial development, neighborhoods like
Golden Gate Heights, Forest Hill, and the Outer Sunset are poised for
substantial growth.

Golden Gate Heights, in particular, offers breathtaking ocean views and
remains undervalued compared to other global cities. If you're looking for
the best bang for your buck in San Francisco real estate in 2025, this area

deserves your attention.



In every other major city in the world, single-family homes or condos with
water or ocean views trade at huge premiums (50% = 200%). Here in San
Francisco, you can still find relatively affordable ocean view homes. But they
are increasingly getting discovered. An ocean view home with a deck or
multiple decks is the most attractive type of San Francisco property.

Other incredible neighborhoods in San Francisco include Forest Hill, St

Francis Wood, and West Portal. These three neighborhoods have wonderful
homes on nicer lots. In Forest Hill, you might even find the rare home with a
view and a large lot. But this type of ideal home to raise a family are harder

to come by.

Final Thoughts On Investing In San
Francisco Real Estate

Buying San Francisco real estate in 2025 could be one of the smartest
financial decisions you make. Whether you're drawn by the city's tech-driven
economy, its cultural vibrancy, or its reputation as a long-term investment

haven, the opportunities are vast.

Remember, real estate is a long game. If you can buy responsibly and hold
your property for at least five years, the likelihood of achieving significant
returns is high.

But at the end of the day, you should buy a home to enjoy. It's one of the best
things money and stock market returns can buy. Enjoy your home and the
wonderful city of San Francisco!

Diversify Into High-Quality Private Real
Estate

| also suggest diversifying into private real estate—an investment that
combines the income stability of bonds with greater upside potential.
Consider Fundrige, a platform that allows you to 100% passively invest in
residential and industrial real estate.

With over $3 billion in private real estate assets under management,
Fundrise focuses on properties in the Sunbelt region, where valuations are

lower, and yields tend to be higher.



REAL ESTATE

San Francisco was written off as dead. Now, real
estate investors are flocking back.

By Daniel Goiger
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San Francisco offices ara filling up, which is good news for
owners of apartment buildings.

Larga investors looking to capitalize on a rebound are lining
up to buy multifamily properties.

Rents remain below pre-pandemic highs but are ticking

higher,



The clouds hanging over San Francisco since the pandemic
appear tobe finally lifting —leading to predictionsof a real estate
rebound.

Following yvears ol emptying office buildings and vacated
storefronts, Fog City is buzzing again, thanks to return-to-office
mandates at Amazon, Google, Salesforce, and more, Thisis good
news forthe city's apartment buildings — and now some
professional investors are taking notice.

"San Francisco had become anunsavory city, but we believe
we're starting to see a real recovery and we think it's a good time
tobuy," said Tom Shapiro, the president and founder of GTIS, a
New York City based real estate investment firm with $4.7 billion
of assets under management.

Shapirois predicting rents will grow between 4% and 6% this
year and next. Property values, meanwhile, have declined 30% to
50% from their pre-pandemic highs, creating an attractive
buying opportunity.

Asking rents in San Francisco were about $3,500 a month in the
first quarter of 2020 and fell 25% by the end of the year as a result
of thedislocation caused by the pandemic, according to
estimates from the residential brokerage firm Compass. Average
rents are now about $3.200 a month, closing inon pre-pandemic
levels, including a 6.4% year-over-year jump in the first quarter,
the Compass data showed.

Shapirois also seeing growing competition inthe space,
including a nearly $100 million apartment property in the city
that he said heis vying with three other bidders to purchase.

"There's more people interested.” Shapiro said. "IU's not a secret
like it was ayearago.”



Tom Shapiro, president and founder of GTIS, a New York City based real estate
inwestment firm GTIS

Dealmaking is back

About $363 milllon of individual multifamily real estate assets
were sold in San Francisco inthe first quarter of 2025, according
todata from MSCL triple the dollar volume during the same
period last year and the year prior. M5CI's analysis omitted large,
multi-property deals, such as Brookfield's acquisitionof a
portfolio of more than 70 apartments buildings in the city in
early 2024, because they can artificially inflate the data.

Eli Edwards, the US head of real estate equity investments at
Fortress Investment Group, said it has acquired 13 rental
buildings in San Francisco inthe past two years. Thefirm is
currently undercontractto acquire two more rental buildings in
thecity and has offers out for several more rental properties.
Edwards said heis looking to double the number of apartments
in the firm's portfolio there this year.

Edwards, wholived inthe city's Russian Hill neighborhood until
recently, urged Fortress to become an early investor in the city's
turnaround because he felt that negative perceplions were
overblown and that much of the homelessness and disorder
assoclated with the city were focused inonly a handful of areas,
including its Financial District and the Tenderloin, a nearby
neighborhood.



Homeless encampments in the city's Tenderloin in 2023
Anadolunadolu Agency via Gettylmages

Edwards said the firm has signed over 20 leases inthe last yvear
with rents"about 10% above” what the firm had expected to fetch
when the units were vacated.

"The Fortress DNAS, [ind a situation where the perception of
riskis higherthantheactual risk,” Edwards said. "That was San
Francisco.”

Philip Saglimbeni, a senior managing director at Institutional
Property Advisors, a commercial real estate sales firm, said he
and his team recently found a buyer for Presidio Landmark, a 161-
unit luxury rental building controlled by Brookiield through a
long-term ground lease. Saglimbeni said the buyer was offering
"north of a hundred million" dollars for the property, which is
located inthe Presidio, a national park south of the Golden Gate
Bridge.

Hedeclined to disclose the purchaser's identity, saying the
agreement was still being finalized, but said it was an
"Investment advisory shop.”

A spokeswoman for Brookfield declined to comment.

New inventory is scarce

The city's anemic pipeline of new housing, which could raise
rents even higher, adds toits appeal among investors, who
believe the city's scarcity of apartments will inflate rents.



A report by the San Francisco Planning Department that was
released in April stated that 1,597 units of new housing were
added in the city in 2024, 56% below the yearly average over the
last decade. 1,024 units were permitted for construction during
theyear, 67% below the 10-year annual average.

"It's a massiveimbalance and it will be perpetual,” Saglimbeni
said, describing the discrepancy between the demand for
housing and new supply in San Francisco. "That's what investors

see and that'swhy they gravitate to regions like this."

The city's beleaguered office market has also begun to improve,
offering another potential boost tothe apartment market's
recovery by luring in more workers who may want to rent
apartments.

Office attendance in San Francisco recently reached about 43%
of its pre-pandemic levels, according to employee swipe data
from Kastle System, far above its record low of about 8% in 2020.
1.7 million square feet of space was leased in San Francisco
during the first quarter, the most activity since 2019, according to
data from the real estate services [irm Cushman & Wakefleld.

Earlylast year, Brookfield paid more than $600 millionto
acquire distressed loans tied to more than 2,000 apartments
spread across more than 70 buildings in San Francisco and took
ownershipof the properties.

"Whenwe madethat investment, people weren't going to the
office, people weren't going downtown,” said Mike Greene, a
managing director at Brookfield who oversees its residential
investments inthe western US. "And that's dramatically
changed.”

Greene said that the 75 buildings in the portfolio now have a 95%
occupancy rate, up from 67% when Brookileld took ownership.

"We feel pretty good about that," Greene said.
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The San Francisco cormmercial real estate market oppears to hove reached an inflection
point, with industry professicnals reporting increased transoction activity and renewed
investor confidence after years of pandermic-driven challenges Market participants are
describing a shift from distressed conditions to opportunistic buying, signaling what many
believe rmarks the beginning of a recovery cycle.

Camercn Baird, Senior Vice President at Kidder Mathews, has witnessed this change
firsthand through his two decodes in San Franciscoe commercial real estate. Having

recently joined the firmn from Avison Young. Baird brings extensive market knowledge
spanning midfiple econornic cycles.

“We've definitely skipped off the bottorn,” Baird observes. "Since January, we've seen
increased mormenturm We're seeing people that are all of a sudden opportunistic. Thay
don't want to miss the rising tide, and are hopping on their surfooard to try to ride the
wave up”

A Different Kind of Market
Correction

Unlike previcus downturns that primarily involved pricing corrections, the pandemic-era
adjustrnent has been more complex due fo fundamental changes in how people work.
The widespread adoption of remote work technology bas created lasting impacts on
office demand patterns



or Teams. Mow it's old hat. Everyone has it on their phones”

This technological shift has slowed the retumn-to-office timeline compared to pravious
recovery cycles. However, recent data suggests mormanitum is buillding. Downtown
restaurant clients report sales volurnes appreaching pre-pandernic levels, while office
kecsing activity has picked up in recent months

Geographic Variations Within the
Market

Recovery patterns wary across San Francisco's submarkets. While the Financial District and
Union Square continue to face challenges, other areas have aready returned to pre-
pandemic performance levels

“Fisharmnan's Wharf has retailers doing pre-pandernic nurmbers, and they hove been for a
year,” Baird notes “Other parts of the city, and certainly the suburbs and the overall Bay
Araa, have already recovered. It's just these core areas like the Financial District and Union
Square that are still figuring everything out”

The office secter has benefited frorn what Baird describes as a *flight to quality,” where
tenanits have bean able to upgrade their locations due to increased availability and
competitive pricing. “Tenants hove been able fo fraode up from Class B fo Closs A space,

or Class C to Class B space with befter amenities, af almaost the same economics or
better"

Investment Activity Accelerates

The deployment of previously sidelined capital has become increasingly evident. Large
office properties are troding at significant discounts to replocement cost, attracting both
local and instifutional buyars.

“Youre talking about big office projects trading from $200 fo S400 per foot. wall below
replacement cost,” Baird explains. "Some of these deals are getfing $34 rents on as-is
dedls. Larger funds with cash con buy something at a really low baosis, sit on it for five

years, and probably double their roney.”



d

“The distress is not so distressed anymore,” Baird cbeerves. “Every one of the large fowers
going for discounted prices has multiple offers. It's not like thera's one buyer, thare's
multiphe rounds, and everybody's aggressively cornpeting.”

Local Knowledge Advantage

Much of the current investrment activity involves local players leveraging their rmarket
axpertisa to move quickly on opportunities. Family offices and regional investors are
particularly active, often able to deploy capital faster than institutional players.

“There's a lot of local players that are really dipping in becouse they know this market,”
Baird says. “Those folks are faking advantage of their market knewledge and awareness
of what's happening, being here fo deploy capital faster than institutional capital that's
rot local *

A notable exarnple is designer Jonathan Ive's campus developrment in Jackson Square,
whare aggressive acquisition pricing of $1.800 per square foot reflects strategic cssembly
geals rather than individual building valuations.

The Union Square Question Mark

Ona significant uncertainty rernains the fate of the Westfield San Francisco Centre, the
large mall adjocent to Union Square. The property's future direction will likely influence
broader Union Square recovery pattemns.

‘Mobody really has a goed plan,” Baird acknowledges. “There's been ideas like soccer
stadiums, student housing. or college campus use, but it's an extremely expensive
investrnant. Youre talking about a huge, milicn-sguare-foot project.”

The challenge lies in the property's scale and cost basis. “You can't just scrape it you'ra
throwing good money affer bod. Your land basis becomes negative insteoad of zero. You
have to figure out how to recoock this”

Al Sector Driving Demand
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shift.

“There's a lot of Al activity in the city. Obwiously, everybody's seen the headlines on these
large foctprints that some of these Al tenants are chasing.” Baird notes. “In the old days,
big companies like Salesforce would pre-lease buildings a year out. We're not there yat,
but there's cartainly a shift in momenturn.”

Quality Commands Premium

Despite overall market softness, pramium properties confinue to achieve strong rental
rates. Class A spoces with desirable features like water views are setting new
benchrnarks.

“Quality space s commanding premium rents,” Baird explains. “Some projects in the
TransArerica building are getting $200 rents on smaller floor plates. This is the fone and
rmomenturn that quality spoace is achieving”

Political and Messaging Shifts

Tha change in city adrministration has contributed to improved market sentiment. New
policies focused on business-friendly approaches have helped counter negative
perceptions that persisted beyond actual market conditions.

“For a long time. San Francisco's biggest problern was a PR problem,” Baird reflacts. “When
you talk to people going downtown for work in the last year and a half, downtown's busy.
Since the administration changed. getting the messoging out that San Francisco's open
for business has made o difference.”

Looking Forward

For investors considering San Francisco opportunities, Baird sees current conditions as
favorable for strategic deployrent. “For folks that are maybe hesitant about San
Francisco, | don't think you need fo worry. We're an international city, and San Francisco is
always geing to retun”
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Job boom returns to Bay Area and California as hiring surges in
May

South Bay powers Bay Ares jobs upswing

By George Avalos | Bay Area News Group | PUBLISHED: June 21, 2024 at 9:55 a.m. UPDATED: Juna
21,2024 at 4:17 p.m.

Led by a hiring surge in the South Bay, the Bay Area powered to big job gains in May, banishing — at
least for now — the ominous specter of a weak labor market and job losses that haunted the region

earlier this year.

The nine-county region added 7,000 jobs in May, the most in a month since December 2023 when
the area produced a gain of 11,200 positions, the state’s labor agency reported Friday.

The Bay Area's upswing in hiring during May occurred despite massive job cuts in the region’s tech
industry, primarily in the San Francisco metro area.

The South Bay muscled up to produce a gain of 3,300 jobs, nearly half of all the hiring in the Bay

2



Area during May, according to the state Employment Developmeant Dapartmeant.

The East Bay added 2,100 jobs.
I he San Francisco-San Mateo region addad 1,000 positions, the EDL reportad.

California added 43,700 jobs in May and also reached a record-high number ef nonfarm payrall
jobs that topped 18 million.

Both the Catifornia and the Bay Area numbers ware adjusted for seasonal volatility.

*The California and Bay Area laboer market firmed in May following a string of disappointing job
reports, rekindling expectations for a soft landing for tha Bay Area economy following two yvears
now of higher interest rates and rapid inflation, " said Scott Anderson, chief U.5. Economist for

BMO Capital Markets.
The statewide unemployment rate was 5.2% in May, an improvement from 5.3% in April.

The improvement marked the first time in nearly two yaars that the statewide joblass rate
dacreased. In August 2022, the statewide unemployment rate reached a record-low level of 3.8%,
Until the improvement in May, it had worsenad steadily.

“The labor market performance was good enough to calm some nerves in Sacramento and raise
the odds that the Bay Area expansion will continue to muddle through in the months ahead,”

Anderson said.

Hare is how somea key industries fared in the Bay Area during May, according to seasonally adjusted
numbars that Beacon Economics derived fram the EDD official report:

= Tech companies slashed employment by a net 2,100 jobs. They cut 2,200 jobs inthe San
Francisco-San Mateo region and another 400 in the South Bay. The tech industry, however, added
600 jobs in the East Bay.

- Hotels and restaurants addad 1,300 jobs in the Bay Area. Hotels and restaurants gained 800
jobs in San Francisco-San Mateo and 400 in the South Bay.

— Financial services firms added 1,700 jobs in the Bay Area, driven primarily by an increase of
1,000 in the San Francisco metro area and 600 in the East Bay. This sector includes banks and
other financial firma, insurance companies and real estate firms.

— Health care firms increased employment by 1,200 positions in the Bay Area in May. The South
Bay added 1,000 health care jobs last month, the Beacon estimate showed.

“In the Bay Area, the volatile tech and information sectors are still negative, with growth
concentrated in hospitality, health care and government,” said Jeffrey Michael, executive director
of the Stockton-based Center for Business and Policy Research at the University of the Paclfic.




It's become clear that the Bay Area’s post-coronavirus recrvary has begun to lag bohind California
as awhole,

The state’s total of 18,03 million payroll jobs in May was 1,2% higher than the jobs it had in
February 2020, the final month before government-mandatad business lockdowns went into effect
to combat the spread of the coronavirus.

Yet the Bay Area and its three major urban centers all remain below their pra-COVID Job heights.

Here is what this news organization’s analysis of the EDD report shows regarding the Bay Area’s
post-coronavirus employment recovery. The numbers com pare the May 2024 numbers with
February 2020 levels;

— The Bay Area is 1.3% below the February 2020 level, or a jobs deficit of 53,300,
— The South Bay is 0.2% beneath the pre-COVID figure, or a shortfall of 1,800 positions.
— The East Bayis 0.3% below, or a gap of 3,200 jobs.

— The San Francisco-San Mateo region is 3.7% under the pra-coranavirus total, which is a jaw-
dropping deficit of 44,300 jobs.

Over the most recent 12 months that ended in May, the East Bay's job totals have risan (0.9%, while
the South Bay and the Bay Area are up 0.5%,

In sharp contrast, San Francisco-San Mateo's job totals are down 0.5% duri ng the ane-year period.

The San Francisco-San Mateo metro area, Michael said, is “the only one of California®s 29 metro
areas that has lost jobs over the past 12 months.”

Over the first five months of 2024, the San Francisco metro area lost 6,400 jobs. Until the gains in
May, the San Francisco region had lost jobs every month this year.

The Bay Area's hefty hiring in May of a net total of 7,000 workers provided & hopaeful counterpoint to
the dreary trends for the region during the first four months of the year,

From January through April, the Bay Area had lost 600 jobs. But M ay's upswing means the Bay Area
has gained 6,400 jobs over 2024’s first five months.

During that same five-month period, the East Bay gained 3,600 jobs.

The South Bay, however, is the primary driver of the Bay Area job markat so far in 2024, During the
first five months of the year, the South Bay added 7,500 jobs and lost jobs in only one month,
February,

The various trends suggest the South Bay retains its top-notch status as a jobs engine, despite the
tach sector's well-known boom-and-bust cycles, according to Russall Hancock, president of loint
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Strong Demand for Multifamily to Continue into
2024

Meanwhile deliveries are roaring ahead with the year expected to surge 51.1%.
By Barbara Ballinger | September 13, 2023

Demand continues to remain solid for the multifamily asset class as absorption in this year's
first half surged to 98,429 units with an increase of 83,443 units in the second quarter of 2023,
according to a new report by Newmark. This number almost quadruples absorption from last
year's first half, and demand is expected to accelerate in the second half of 2023 and beyond to
the first half of 2024.

So far supply - set to reach a 50-year high this year - is keeping pace. Already in this year's first
half, 198,806 units were delivered, a record, and total deliveries for the entire year are
projected to surge 51.1% year-over-year. Deliveries are also expected to increase in the second
half through 2024.

In the four quarters ended in the 2Q of this year, the median market saw inventory growth by
2%. Ten out of 150 markets experienced growth above 5%. But over the next four quarters,
change is coming with this measurement set to grow by 3.2%, including in 28 markets with
inventory growth of 5% or more. As most markets reflected more new deliveries and with that
expected to continue, some markets may be slower to absorb new inventory. But even if that
turns out to be true, absorption in 40 of the top 50 markets is still expected to outpace the
2018-2022 annual average.

Meanwhile, for the first time in three quarters, multifamily had positive effective rent growth
quarter-over-quarter in the second quarter of this year. Midwestern markets made up six of
the top 10 markets for greatest YoY effective rent growth. However, rent growth continued to
slow Yoy.

Worth noting is that multifamily expenses increased a significant 8.3% Y-o-Y, mostly due to a
28.6% rise in insurance costs, which along with management and other expenses put a strain
on landlords. Also, on the to-be-watched list is how price dislocation and the higher interest
rate environment hinder the investment sales market, evidenced by the 71.8% YoY decline to
$28.2 billion in quarterly sales volume,



Cities With the Most and Least
Expensive Apartment Rents

New York City tops the list as the most expensive U.S. city to rent a one-
bedroom apartment—$3,260—while Wichita, Kansas ranks as the state
with the least expensive on-bedroom rent—$650, according to a report
by Zumper, a renters assistance organization.

Cities With Most Expensive Rents

!Ranking City Monthly Price for One
Bedroom

1 New York City 83,260

2 San Francisco  $2,910

3 [anlnn $2,660

4 Miami $2,500

5 San, Jme,' $2,420
California
Los Angeles $2.300

7 San Diego $2,280

8 Washington, D.C. $2,230
Oakland,

P California i

10 fanta Ana, $1,950
California




After a year of substantial rent growth, Miami passed San Jose to
become the fourth most-expensive rental market, the report says. The
shift in the rankings shows how quickly rent has increased in Miami
and how slow rent growth in the San Francisco Bay Area continues to
be.

Cities With Least Expensive Rents

. : Monthly Price for One
e M o Bedroom
1 Wichita, Kansas $650

|A.krcm, Ohio $680
3 ILubbock, Texas [$690
Ehrevepurt,
4 o $730
ouisiana
exington,
5 ik $800
6 El Paso, Texas 3810
7 ILarecln, Texas 8810
8 Em.m. MO $820
ouisiana
b El-dahuma City, -
klahoma
10 Tucson, Arizona $840

Rent in 2022 is rising faster than in 2021, according to the report. In
March, the average one-bedroom rent nationally rose to an all-time
high of $1,400, which represents a growth of 2.5% for the calendar
year so far. This is higher than the 1.9% rise experienced over the
same period last year.
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