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MARKET INSIGHTS

Demand keeps
bace with surge
in new deliveries

HIGHLIGHTS

¢ The San Diego multifamily market posted consistent operational performance during the
third quarter, with rents and vacancy levels recording minimal changes. The pace of
supply growth is more active than in recent years; year to date, more than 4,200 units
have been delivered, surpassing the total completions recorded for the full year in 2024.

o After holding steady throughout the first half of the year, vacancy decreased 10 basis
points in the third quarter to 4.6%. Despite the quarterly improvement, the vacancy rate
remains 10 basis points higher than one year ago.

e Average asking rents edged down 0.2% during the third quarter to an average of
$2,595 per month. Year over year, San Diego area rents decreased by 0.6%.

e The number of multifamily properties changing hands in San Diego continued to exceed
the same period of last year. Year to date, the median sale price is $333,300 per unit,
with cap rates continuing to average roughly 4.5%.

SAN DIEGO MULTIFAMILY MARKET OVERVIEW

Operating conditions in the San Diego multifamily market remained stable during the third
quarter. The vacancy rate inched lower after holding steady throughout the first half of the
year, reflecting consistent renter demand despite a rise in deliveries. Asking rents began to
dip lower again in the third quarter, declining 0.6% year over year as increased inventory
placed mild pressure on pricing. Nearly 4,300 units have been completed since the
beginning of the year, surpassing the total annual deliveries recorded in 2024. While the
market as a whole has posted mostly steady performance, there have been some divergent
trends across the submarkets in the region. La Jolla/University City posted the strongest
vacancy improvement, falling 50 basis points over the past 12 months, followed by a
40-basis point decline in the Vista submarket. Rents across much of the region have been
flat or declined slightly, although modest increases have been recorded in the El Cajon/
Santee/Lakeside and National City/Chula Vista submarkets.

The San Diego multifamily investment market remained active in the third quarter, with
year-to-date transaction volume nearly matching the full-year total from 2024 and
exceeding 2023 levels. Despite elevated deal flow, pricing trends diverged by asset class.
To this point in 2025, the median price per unit is down 5% at $333,300, due to softer
prices across Class B properties. The median price in Class B assets reached $343,000 per
unit, down 20% from last year. This runs counter to the pricing trends being recorded in
Class A assets, where per-unit prices have pushed higher to this point in 2025 across a
handful of transactions. The East County submarket continues to capture the highest share of
sales this year. North County also had elevated activity, with properties changing hands in
Carlsbad and Oceanside. Cap rate stability remains, with the average cap rate keeping

around 4.5%, consistent with levels recorded in the trailing two years.
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EMPLOYMENT

Employers in San Diego are slowly adding workers, although the
pace is slower than in prior periods. During the past 12 months, area
employers expanded payrolls by 0.8% with the addition of 13,100
new jobs.

While employment growth is fairly light, it has strengthened
compared to levels recorded one year ago. At this point in 2024,
the local employment market had posted a annual net loss of about
4,000 jobs.

Leisure and hospitality employment in San Diego increased 0.7%
during the past year, with approximately 1,500 new positions
added. The sector was one of the market's top contributors to job
gains during the period.

FORECAST: Employment growth in San Diego in 2025 is
expected to closely track the pace of growth in 2024. This year
employers are forecast to expand payrolls by roughly 0.8%, hiring
approximately 12,000 new workers.

Year-to-date completions are up

55% from 2024.

DEVELOPMENT TRENDS
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During the past 12 months, area

employers expanded payrolls by
0.8%.

EMPLOYMENT OVERVIEW
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DEVELOPMENT & PERMITTING

Multifamily construction in San Diego accelerated in the third
quarter, bringing the total number of units delivered so far this year
to roughly 4,300. Year-to-date completions are up 55% from the
same period in 2024.

With the pace of starts and completions closely aligned in recent
months, the total number of units under construction in San Diego
has held steady at around 8,800. The Balboa Park submarket
currently contains the greatest share of projects underway, with
properties totaling roughly 2,100 units under construction.

Permits were pulled for projects totaling more than 1,100 multifamily
units during the third quarter following a spike in permitting during
the previous quarter. Year to date, permits have been pulled for
approximately 4,700 units in San Diego, in line with the same
period of 2024.

FORECAST: The pace of multifamily completions is projected to
remain elevated throughout the remainder of the year, ending 2025
at a cyclical high. Developers in San Diego are on track to deliver
roughly 6,200 new units this year, up 49% from 2024.
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Absorption is up 90% from the
same period in 2023.

VACANCY TRENDS
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RENTS

e Asking rents in San Diego declined by 0.2% during the third quarter
after posting modest growth in the previous quarter. Average asking
rents are $2,595 per month, down 0.6% from 12 months ago.

o Despite some mixed quarter-to-quarter performance, the El Cajon/
Santee/Lakeside submarket was the top major submarket for annual
rent growth as of the third quarter. Asking rents in the submarket
increased by 0.5% over the past year to $1,984 per month.

e Asking rents have also inched higher in the National City/Chula
Vista submarket, rising 0.4% over the past 12 months to $2,465
per month.

o FORECAST: Rents are projected to close 2025 at roughly $2,600
per month, slightly higher than current levels, but down 0.5% from
last year.

VACANCY

e The vacancy rate in San Diego inched lower by 10 basis points
during the third quarter to 4.6% after remaining unchanged
throughout the first half of the year. During the past 12 months, area
vacancy is up by 10 basis points.

o Renter demand has remained consistently strong in the La Jolla/
University City submarket, with vacancy falling 50 basis points over
the past year to 3.4%. The Vista submarket also posted improvement,
with vacancy declining 40 basis points to 5.2%.

e Apartment demand in San Diego remained steady, with roughly
1,900 net units absorbed year to date, matching last year’s levels.

o FORECAST: Following a modest decline in the third quarter, the
market vacancy rate is expected to rise again during the fourth
quarter as new supply continues to outpace demand. Vacancy is
projected to close 2025 at 4.7%, an increase of 30 basis points
from the end of 2024.

Average asking rents are $2 595
per month.

RENTS TRENDS
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MULTIFAMILY SALES

o Activity in the San Diego investment sales market continued at a
steady pace in the third quarter, bringing the total transaction
count during the first three quarters roughly in line with the full year
figure from 2024.

¢ While transaction activity has picked up, multifamily asset pricing
continues to trend lower. Year to date, the median sale price in San
Diego stands at $333,300 per unit, reflecting a 7.8% decline from
2024 levels. Compared to the market peak in 2022, current
pricing is down more than 8%. The change in median sale price

reflects the shift towards transactions involving older vintages.

¢ Cap rates in San Diego averaged approximately 4.5% through the
third quarter of 2025, consistent with levels recorded in both 2023
and 2024. The rate has remained flat across all three quarters of

this year.

The median sale price in

San Diego is $333,300 per unit.

INVESTMENT TRENDS
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RECENT TRANSACTIONS MULTIFAMILY SALES ACTIVITY

PROPERTY NAME STREET ADDRESS

Canyon Villa

Tenth & G Apartments 707 10th Ave., San Diego
The Commodore
Ocean Breeze 2070 Poplar Road, Oceanside
Terre at Creekside
Terre at Ballantyne 542 Ballantyne St., El Cajon

Alpine Terrace Apartments

601 Telegraph Canyon Road, Chula Vista
200 East 31st Street, National City

9360 Creekside Ct., Santee

1440 Olivewood Lane, Alpine

YEAR BUILT UNITS SALES PRICE PRICE/UNIT

1981 183 $73,750,000 $403,005
$71,000,000
$40,000,000
$24,000,000
$17,250,000
$14,400,000

$12,250,000
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LOOKING AHEAD

The rapid pace of supply growth in San Diego will continue for a few
more quarters, though changes in rents and vacancy should be
modest. Asking rents are expected to end 2025 slightly lower than
the prior year, as an elevated construction pipeline increases
competitive pressures in the market. Renter demand, while positive, is
not expected to completely keep pace with the number of new units
coming online, pushing vacancy higher. Vacancies have historically
ranged between 3.5% and 4.0%, but the rate will likely average
about 100 basis points above these levels through much of 2026.
The past five years in San Diego have had some of the strongest
absorption on record, averaging 3,000 net move-ins per year. With
roughly 6,200 units on pace for delivery this year, and about 4,000
units scheduled for delivery in 2026, it may prove difficult for
absorption to keep pace with new supply.

EMPLOYMENT FORECAST
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CONSTRUCTION & PERMITTING FORECAST
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Current investment trends in San Diego are expected to hold through
year end, with deal activity likely to accelerate in the coming months.
Historically, sales velocity increases in the second half of the year,
and current trends suggest a similar pattern in 2025. While the
number of frades may remain below long-term norms, 2026 could
begin to approach historical benchmarks. Areas such as Chula
Vista/Imperial Beach and Downtown San Diego are positioned for
increased activity in the near term as these are typically among the
most active submarkets. So far this year, transactions have been
relatively evenly distributed across the metro. Cap rates are expected
to remain stable near 4.5%, consistent with levels observed since
early 2023. With pricing still adjusting, investors are likely to remain
selective, targeting areas with stable yields and long-term rent
growth potential.

VACANCY FORECAST

5.0%
4.5%

4.0%

Vacancy Rate

3.5%

3.0%
2021 2022 2023 2024 2025*

* Year End Forecast
Sources: Northmara, Reis

RENTS FORECAST
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FOR MORE INFORMATION, PLEASE CONTACT

BENN VOGELSANG CONOR FREEMAN
Senior Vice President, Investment Sales Vice President, Debt + Equity
858.675.7869 858.675.7661
bvogelsang@northmarg.com cfreeman@northmarg.com
ERIC FLYCKT WYATT CAMPBELL
Managing Director, Debt + Equity Vice President, Debt + Equity
858.675.7640 858.675.7860
eflycki@northmarg.com wcampbell@northmarg.com
AARON BECK

Managing Director, Debt + Equity
858.675.7862

abeck@northmarg.com

PETE O'NEIL, Director of Research | 602.508.2212 | poneil@northmarg.com
JOHN TAGG, Research Manager | 972.455.4916 | jtagg@northmarg.com

LUCAS BAUM, Research Analyst | 602.598.7351 | Ibaum@northmarg.com

ABOUT NORTHMARQ

Northmargq is a full-service capital markets resource for commercial real estate investors, offering seamless collaboration with

top experts in debt, equity, investment sales, loan servicing, and fund management. The company combines industry-leading
capabilities with a flexible structure, enabling its national team of experienced professionals fo create innovative solutions for clients.
Northmarg’s solid foundation and entrepreneurial approach have built a loan servicing portfolio of more than $76 billion and @
two-year transaction volume of $69.5 billion. Through the 2022 acquisition of Stan Johnson Company, Northmarg established itself

as a provider of opportunities across all major asset classes. For more information, visit

The information contained herein has been obtained from sources deemed reliable. While every reasonable effort has been
made to ensure its accuracy, we cannot guarantee it. No responsibility is assumed for any inaccuracies. Readers are encouraged
to consult their professional advisors prior to acting on any of the material contained in this report. ©2025. All rights reserved.
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