
 

 

Office market seeks a tipping point, except in Palo Alto 

New office buildings still a long way off 

August 26, 2011  

There are two office markets on the Peninsula right now: Palo Alto, and everywhere else. 

The vacancy rate for class A and B office space in Palo Alto fell to 6.1 percent during the second quarter of 2011, from 11.8 

percent a year earlier. The average annual rent being asked jumped 29 percent over the same period, to $67.44 a square 

foot from $52.20, according to Jones Lang LaSalle. 

“Big players are jockeying for space and that’s what’s driving up the rates right now,” said Mike Hironimus, an associate at 

Kidder Matthews. “It’s all technology driven.” 

Hardware and software giants hunting for large offices have made any 100,000-square-foot space in Palo Alto “an 

endangered species,” Hironimus said. The result is a dramatic turnaround, he said. “A year or two years ago you couldn’t 

give these spaces away.” 

With Palo Alto filling up, Hironimus added, the quest for space is “moving slowly up the Peninsula.” 

Slowly, however, is the operative word. In San Mateo County, the second-quarter vacancy rate was a sobering 19.2 

percent, according to Jones Lang LaSalle, up from 16.7 percent a year earlier. Asking rents ranged from $23.40 a square 

foot in Burlingame to $54 in Menlo Park, with a countywide average was $34.92. A year earlier, the average rent asked was 

$23.19 in Burlingame, $50.40 in Menlo Park and $33.28 countywide. 

“We’re still at the first leg of the recovery from a really deep trough,” said Mike Cobb, a Colliers International senior vice 

president. 

Still, several big companies are on the prowl for large offices on the Peninsula. Huawei Technologies Co., a Shenzhen, China 

telecommunications equipment maker, is looking for 300,000 square feet, according to Jones Lang LaSalle research. A 

Huawei spokeswoman did not respond to a request for comment. 

JLL also reported that Zynga Inc., a San Francisco-based designer of online games, was shopping for 115,000 square feet. A 

spokesman for Zynga, which in 2010 signed a seven-year lease for 270,000 square feet of office space for its headquarters 

in San Francisco, had no comment. 

Meanwhile, Actuate Corp., a business software maker headquartered in San Mateo, has its eye on 80,000 square feet of 

office space in that city. Ben Hohmann, an Actuate spokesman, confirmed that the company is looking in the San Mateo 

area for a space of about that size. A few months ago, as the New Year loomed, a report on the Peninsula market from CB 

Richard Ellis noted hopefully that there were “a number of businesses on the lookout for large blocks” and added: “If just a 

few of them land in this market, the result could be a rush to the gates by other companies that want to secure their future 

facility needs as well.” 

Some remain hopeful. Colin Yasukochi, Jones Lang LaSalle’s regional director of research, said that social media, search, 

mobile and cloud computing companies might do well despite the wavering economy because they are positioned to tap 

public demand for relatively inexpensive products and services. 

As for new development, that’s still some ways off. As Jones Lang LaSalle’s most recent report noted, “there were no 

notable construction starts” in the second quarter. 

pwiesenbach
Highlight


