








MARIN COUNTY OVERVIEW

Industrial & Office

By: Matthew Storms

Marin County vacancies increased in 2008 proportionately greater as you go from North to South County.
While Novato remained constant Q3-Q4, the 2007 to 2008 vacancy increased nearly 1%. San Rafael
experienced only 1.7% vacancy increase in Q4 to 13.7% translating to an annual increase of 2.7%. Sta-
tistically, Southern Marin has been most impacted by the shifting market, with vacancies increasing 3.3%
to 15.4% in 4Q 2008; a yearly increase of nearly 6%. This increase in Southern Marin Vacancy is partly
a result of the heavily impacted San Francisco market which now is burdened by a tremendous inventory
of sublease space; as well as the contracting local economy. On balance in the smaller Central Marin
markets, occupancy and rents have performed better, being the only local market to record net absorption
with a 0.1% decrease in total vacancy.

Marin’s overall office market base has increased to nearly 8 million square feet. Overall vacancy is at
15.9% with 25% of that vacancy attributed to sublease space. Average asking rents for 2008 were $2.71/
sf and the Net Absorption of Office Space was negative, standing at more than 250K sf. This attributed
to many factors; but primarily the downturn in the mortgage industry and overall economic contraction.
Nearly all sectors of our local economy have been affected.

The Marin office market has traditionally and consistently catered to growing entrepreneurial office ten-
ants as well as established home grown institutional style companies. Although the average office tenant
ranges between 2,000 to 5,000 square foot in size, the county is not completely sheltered from large va-
cancy swings caused by some of our larger office users. Restoration Hardware, Fair Isaac, and Autodesk,
all household names, are actively marketing space on the sublease market at discounted rents. This large
sublease inventory, coupled with some available large office plates has caused isolated vacancy rates to
spike to levels we have not witnessed since the end of the Dot Com era of 2001. Compounding this grow-
ing vacancy is the San Rafael Corporate Center which is scheduled to complete construction of two more
Class “A” Office buildings in the summer of 2009. Some larger tenants will need to emerge and lease
space before the County can enjoy some positive absorption in the office market.
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Industrial & Office (cont.)

Overall, Marin County is an insulated market. The lack of developable land, high net worth and
educated population, world class geography and vicinity to San Francisco all contribute to its
vitality. Even with that said, Marin is experiencing some of the pains that are currently plaguing
the national economy. As 2009 progresses, Landlords, Tenants and Owner-Users alike will most
likely be more cautious and tentative than in recent years past and seek out value opportunties
throughout the market. Office tenants will have an opportunity to secure high quality facilities at
value rates. Landlord’s will aggressively market available space and provide concessions. Inves-
tors with cash will be presented with opportunities not seen for a few years. Seller’s will adjust
to the changing market and lower their expectations of value. The process of market stabilization
might be painful for some in the near term, but will set a secure foundation for a healthy recov-

ery.
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Retail

By: Vesa Becam

2008 was a time of some change in the Marin retail landscape. Some stalwart members of the retail
community disappeared, while other newcomers show promise and enthusiasm. Southern and Central
Marin remain relatively stable with vacancy rates hovering around 3.5%. Northern Marin is seeing a
slightly higher vacancy rate, still respectable at just under 9%. Rents vary widely from city to city, and
from center to center, from under $1.50 per square foot in certain markets to nearly $5.00 per square foot
in others.

From Sausalito and the Tiburon Peninsula through the Ross Valley, small vacant spaces tend to be easily
absorbed. The closure of one boutique represents an opportunity for another. When Red Dot, a women’s
clothing boutique, closed its doors in downtown Tiburon last winter, May Madison, a kitchen and pantry
purveyor, was quick to step in, and should hold its grand opening May 1, 2009. The closure of Delano’s
Market in downtown Tiburon at the end of the year has meant fewer grocery options for local shoppers,
although the town is abuzz with the news that Woodlands Market of Kentfield will be taking over the
Boardwalk Market when that lease expires. Mill Valley and Larkspur also remain very solid, with a
mature retail landscape and strong demographics. In the larger centers in southern and central Marin,
Trader Joe’s plans to open a third Marin location at the Cost Plus Plaza, Crate and Barrel will reappear
in the Town Center, The Counter will replace the Corte Madera McDonald’s, and the Wipeout Bar and
Grill replaced Chevy’s. Larkspur landing also changed hands, and sold for approximately $65 million to
JS Rosenfield & Co. from Santa Monica.

San Rafael has seen more significant retail losses, from Circuit City, Mervyn’s and Elephant Pharmacy
to many small retailers along the Fourth Street corridor. Although the restaurants seem to be flourishing,
apparel and decor have suffered. Auto dealerships and the home furnishings sector have been devastated
by the worldwide economic turmoil. However, the Northgate Mall is undergoing an exciting redevelop-
ment. The center is being transformed into an open air lifestyle center, with more dining and shopping
options. Kohl’s is slated to replace Mervyn’s. Northgate 111, anchored by Safeway and Pier 1, also has
a major redesign in the works. In Novato, Hamilton Marketplace, anchored by a new super Safeway,
was completed. 75% of the shop space in that new center has been leased. At Pacheco Plaza, Safeway’s
former space has been leased to Paradise Foods of Corte Madera, providing an upscale alternative for
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Retail (cont.)

local shoppers. Downtown Novato spaces tend toward slower absorption, although the future Whole
Foods site at the base of Grant Avenue is spurring a certain level of activity and hope.

Generally, the well-positioned sites, whether the centers along the 101 corridor or the central business
districts, have seen little sustained vacancy, and lease rates have remained relatively stable. The lack of
new development and the high barriers to entry should ensure this stability, despite the landlord conces-
sions that will doubtless become necessary for continues occupancy. The outlook for 2009 is cautiously
optimistic. Many of the local retailers have re-evaluated their business strategies, and are continuing on
a lean and reinforced basis. New users, both large and small, are present in the market, and the Marin
retail market is still a desirable commodity.
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Sonoma County
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Marin County
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DEMOGRAPHICS

Kaiser Permanente

St. Joseph Health Systems
Agilent Technologies
Medtronic Vascular

Sutter Home Medical Center
Safeway Stores

Amy’s Kitchen
Kendall-Jackson Wine Estate
Home Depot

Hansel Auto Group

SONOMA COUNTY
POPULATION 484,470
MEDIAN HH INCOME $62,000
UNEMPLOYMENT RATE 5.8%

MAJOR EMPLOYERS

Lucky

River Rock Casino
JDS Uniphase
Wal-Mart

AT&T

Mary’s Pizza Shack
Washington Mutual
Wells Fargo

Korbel

Pacific Gas & Electric

MARIN COUNTY
POPULATION 257,406
MEDIAN HH INCOME $83,000
UNEMPLOYMENT RATE 4.7%
MAJOR EMPLOYERS

Kaiser Permanente

Marin General Hospital

Autodesk

Fireman’s Fund Insurance Company
Comcast

Safeway Stores

Macys

Frank Howard Allen

Bio Marin Pharmaceutical

Fair Isaac

MHN

Dominican University of California
W. Bradley Electric

Brayton Purcell

Guide Dogs for the Blind

NAPA COUNTY
POPULATION 136,704
MEDIAN HH INCOME $66,000
UNEMPLOYMENT RATE 5.2%

MAJOR EMPLOYERS

Queen of the Valley Hospital
Cultured Stone, a Division of Owners Corning
St. Helena Hospital

Foster’s Wine Estates

Silverado Resort

Dey Laboratories, Inc.
Trinchero Family Estates
Diageo Chateau & Estate Wines
Meadowood Napa Valley
Pacific Union College

The Meritage Resort

Icon Estates

Wal-Mart

Auberge du Soleil

The Carneros Inn






