
Silicon Valley R&D Market Overview
1Q25



NEW MARK

‒ In the first quarter of 2025, the San Jose-Sunnyvale-Santa Clara MSA 
unemployment rate edged up slightly from 4.1% in February 2024 to 4.2% in 
February 2025, a modest 1.7% year-over-year increase. Nationally, the 
unemployment rate rose more notably, climbing from 3.9% to 4.1% over the same 
period, a 5.1% year-over-year increase. This indicates that while the broader U.S. 
labor market experienced a mild softening, Silicon Valley’s job market remained 
comparatively stable, underscoring the region’s resilience in key sectors such as 
technology

‒ Trade, Transportation and Utilities employment grew steadily in early 2025, 
supported by resilient consumer spending and supply chain improvements, while 
manufacturing plateaued due to weak industrial demand and inventory adjustments. 
This ongoing divergence highlights the service sector’s stronger post-pandemic 
rebound compared to goods-producing industries. Looking ahead, Trade, 
Transportation and Utilities should maintain moderate growth, but Manufacturing’s 
recovery remains constrained until export markets and business investment show 
sustained improvement.

Market Observations
‒ Overall vacancy rose for the 10th consecutive quarter, though a divergence between 

direct and sublease availability emerged. Direct vacancy continued to trend upward, 
rising 5.2% from the previous quarter. In contrast, sublease availability declined by 
1.4%, driven by minimal new subleasing activity. Much of the existing sublease space 
is transitioning to direct availability as leases expire. Despite the steady increase in 
vacancy over recent years, R&D vacancy remains below the long-term historical 
average of 14.3%

‒ Rent growth in Santa Clara, San Jose, and Sunnyvale was not enough to offset 
marketwide declines, largely due to significant year-over-year rental rate decreases in 
Fremont. In the Fremont submarket, 15 buildings totaling 1.1 million square feet of 
multi-tenant space, primarily in the Bayside and Mission South submarkets, recorded 
quarter-over-quarter rent decreases. When comparing total available square footage 
to the space affected by these decreases, Fremont experienced a 43.1% rental rate 
decrease across its available inventory. Overall asking rates fell to $2.86 psf NNN, 
matching Q3 2023 levels, with the average asking rent down 2.3% year-over-year.

‒  Muon Space, an aerospace company, leased 129,211 square feet on a direct basis in 
the Optical Tech Park in the San Jose South submarket.

‒ Netscout Systems, a cyber security corporation, renewed their location at 178 E 
Tasman Drive. 

‒ Finisar Corporation, a manufacturer of optical communication components, renewed 
their lease at 48800 Milmont drive in the Mission South submarket. 

‒ EBR Systems, a medical device company, leased 4600 Patrick Henry for 51,136 
square feet in the Marriot Park submarket on a direct basis.

‒ The R&D construction pipeline in Silicon Valley is nearing a halt, with no new projects 
underway after Intuitive Surgical’s campus completes—reflecting developer caution 
amid high interest rates, economic uncertainty, and shifting demand dynamics.

‒ Although the U.S. is seeing slowed growth in the information and manufacturing 
sectors, Silicon Valley remains a key driver of R&D innovation. These advancements 
are expected to fuel local development and job creation, potentially offsetting national 
declines in R&D employment.

‒ According to Pitchbook data, the first quarter saw $3.7 billion invested in AI and ML 
across 131 deals. Venture capital continues to serve as the driving force behind the 
proliferation of AI and ML companies throughout the Bay Area, fueling expansion and 
the growth of existing footprints.
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In the first quarter of 2025, the San Jose–Sunnyvale–Santa Clara MSA unemployment rate edged up slightly from 4.1% in February 2024 to 4.2% in February 2025, a modest 1.7% 
year-over-year increase. Nationally, the unemployment rate rose more notably, climbing from 3.9% to 4.1% over the same period, a 5.1% year-over-year increase. While the broader 
U.S. labor market experienced a mild softening, Silicon Valley’s job market remained comparatively stable, underscoring the region’s resilience in key sectors such as technology.

Silicon Valley Labor Market Remains Stable Amid National Softening

Unemployment Rate, Seasonally Adjusted Nonfarm Payroll Employment, Non-Seasonally Adjusted, 12-Month % Change 

Source: U.S. Bureau of Labor Statistics, San Jose-Sunnyvale-Santa Clara MSA

4.1%

4.2%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

16.0%

Au
g-

18
N

ov
-1

8
Fe

b-
19

M
ay

-1
9

Au
g-

19
N

ov
-1

9
Fe

b-
20

M
ay

-2
0

Au
g-

20
N

ov
-2

0
Fe

b-
21

M
ay

-2
1

Au
g-

21
N

ov
-2

1
Fe

b-
22

M
ay

-2
2

Au
g-

22
N

ov
-2

2
Fe

b-
23

M
ay

-2
3

Au
g-

23
N

ov
-2

3
Fe

b-
24

M
ay

-2
4

Au
g-

24
N

ov
-2

4
Fe

b-
25

United States San Jose-Sunnyvale-Santa Clara MSA

1.2%

-0.5%

-20.0%

-15.0%

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

Ja
n-

19
Ap

r-1
9

Ju
l-1

9
O

ct
-1

9
Ja

n-
20

Ap
r-2

0
Ju

l-2
0

O
ct

-2
0

Ja
n-

21
Ap

r-2
1

Ju
l-2

1
O

ct
-2

1
Ja

n-
22

Ap
r-2

2
Ju

l-2
2

O
ct

-2
2

Ja
n-

23
Ap

r-2
3

Ju
l-2

3
O

ct
-2

3
Ja

n-
24

Ap
r-2

4
Ju

l-2
4

O
ct

-2
4

Ja
n-

25

United States San Jose-Sunnyvale-Santa Clara MSA



NEW MARK

Job gains in Education & Health Services, Government, Trade, Transportation & Utilities, and Other Services were insufficient to offset employment declines in key sectors such as 
Professional & Business Services, Financial Activities, Information, Construction, and Manufacturing. The slowdown in the Information sector could contribute to rising vacancy rates 
and continued softness in leasing activity in the R&D market.

Tech Sector Continued to Shed

Employment by Industry, March 2025 Employment Growth by Industry, 12-Month % Change, March 2025

Source: U.S. Bureau of Labor Statistics, San Jose-Santa Clara-Sunnyvale
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Trade, Transportation and Utilities employment grew steadily in early 2025, supported by resilient consumer spending and supply chain improvements, while Manufacturing plateaued 
due to weak industrial demand and inventory adjustments. This ongoing divergence highlights the service sector's stronger post-pandemic rebound compared to goods-producing 
industries. Looking ahead, Trade, Transportation and Utilities should maintain moderate growth, but Manufacturing's recovery remains constrained until export markets and business 
investment show sustained improvement.

Services Outpace Manufacturing in Early 2025

Total Employment and 12-Month Growth Rate, Trade/Transportation/Utilities Total Employment and 12-Month Growth Rate, Manufacturing

Source: U.S. Bureau of Labor Statistics, San Jose-Sunnyvale-Santa Clara MSA
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Source: Newmark Research, CoStar

Overall vacancy rose for the 10th consecutive quarter, though a divergence between direct and sublease availability emerged. Direct vacancy continued to trend upward, climbing 
5.2% from the previous quarter. In contrast, sublease vacancy declined by 1.4%, driven by a combination of subleases expiring and sublease transactions. Much of the existing 
sublease space is transitioning to direct vacancy as leases expire. Despite the steady increase in vacancy, R&D vacancy remains below the long-term historical average of 14.3%.

Direct Vacancy Pushes Rates Higher as Sublease Supply Eases

Historical Construction Deliveries, Net Absorption, and Vacancy
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Source: Newmark Research, CoStar

The first quarter of 2025 showed improvement over the previous quarter, with gross absorption reaching 2.3 million square feet, surpassing the 25-quarter average of 2.0 million square 
feet. However, a significant portion of this activity stemmed from owner-user transactions, including the sale of 1600 Technology Dr. to Goodwill in the Airport submarket of San Jose 
and the partial delivery of Intuitive Surgical’s campus in the South-Central Sunnyvale submarket, which together accounted for roughly 1.1 million square feet. Leasing activity 
remained limited overall, with Muon Space representing the quarter’s most notable transaction, a lease of 129,221 square feet in a 4,000-amp facility in South San Jose.

Quarterly Gross Absorption Topped Average, Driven by Owner-User Activity

Total Leasing Activity (SF)

Current Quarter
 2,330,095 SF

Average Leasing: 2,042,130 SF
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Source: Newmark Research, CoStar

Sublease availability edged down at the close of the first quarter but remained elevated. Sublease space currently accounts for 23.9% of total available inventory and is expected to 
remain high through 2025. Tenants seeking R&D space often require specialized features such as unique power configurations, clean rooms, and lab infrastructure, which tend to have 
tenants gravitate toward direct leasing. As requirements grow in specificity and become exceedingly challenging to find, long-term direct leasing becomes the preferred option. As a 
result, short-term subleasing may face challenges, leading a portion of today’s sublease inventory to transition into direct space. 

Specialized Requirements Challenge Sublease Viability in R&D Market

Available R&D Sublease Volume (msf)
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Source: Newmark Research, CoStar

Intuitive Surgical’s partial delivery of 847,000 square feet from its 1,211,000-square-foot campus contributed significant positive absorption to the Sunnyvale – South Central 
submarket, representing 0.7% of Silicon Valley’s total R&D inventory. The remaining 364,000 square feet is expected to deliver in Q2 2025. Intuitive Surgical plans to establish its 
headquarters, further anchoring its presence in Sunnyvale. Upon the project’s completion, there will be no additional R&D inventory under construction.

R&D Pipeline Shrank as Intuitive Surgical Neared Project Completion

R&D Under Construction and % of Inventory
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R&D asking rents continued to slide, recording a 1.5% year-over-year decrease, and edged down further in Q1 2025 to $2.83 psf NNN, a 0.7% decline from the previous quarter, as 
available supply outpaced demand. With elevated availability and broad-based rent decreases, asking rents are likely to remain flat or trend downward in the near term. Total available 
space increased quarter-over-quarter by 4.2%, rising from 15.1% in Q4 2024 to 15.5% in Q1 2025.

R&D Asking Rents Continued Downward Trend Amid Rising Availability

R&D Average Asking Rent, $/SF, NNN Year-over-Year Asking Rent Growth Rate % Change

Source: Newmark Research, CoStar 
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Rent growth in Santa Clara, San Jose, and Sunnyvale was not enough to offset marketwide declines, largely due to significant year-over-year rental rate decreases in Fremont. In the 
Fremont submarket, 15 buildings totaling 1.1 million square feet of multi-tenant space, primarily in the Bayside and Mission South submarkets, recorded quarter-over-quarter rent 
decreases. When comparing total available square footage to the space affected by these decreases, Fremont experienced a 43.1% rental rate decrease across its available inventory. 
Overall asking rates fell to $2.86 psf NNN, matching Q3 2023 levels, with the average asking rent down 2.3% year-over-year.

Marketwide Rent Growth Slowed Due to Fremont Pullback

Asking Rent by Submarket Year-over-year Percent Change in Asking Rate

Source: Newmark Research, CoStar
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Source:  Newmark Research
*Gross absorption includes leasing activity, owner-user sales, and owner-user deliveries

Silicon Valley’s R&D sector posted 2.3 million square feet of gross absorption* in Q1 2025, outperforming the six-year quarterly average of 2.0 million square feet. Leasing was driven 
largely by direct deals, renewals, and extensions, with limited sublease activity. The continued dominance of direct leasing underscores tenants’ need for highly specialized 
infrastructure, such as clean rooms and enhanced power, prompting landlords to offer tenant improvement packages and flexible concessions to secure long-term commitments.

Specialized Demand Drives Strong Start for Silicon Valley R&D Sector in 2025

1Q25 Top Lease Transactions

Tenant Building Submarket Type Square Feet

Muon Space Inc. 5970 Optical Court San Jose – South Direct Lease 129,221
Muon Space, an aerospace company, leased 129,211 square feet on a direct basis in the Optical Tech Park in the San Jose South submarket. 

Applied Intuition 460 & 490 W California Drive Sunnyvale – Peery Park Direct Lease 111,550
New Lease. Applied Intuition, a software company, leased two R&D and one office building for a combined total of 219,659 square feet in the Sunnyvale Business Park 

Netscout Systems 178 E Tasman Drive San Jose - North Lease Renewal 54,775
New lease. Netscout Systems, a cyber security corporation, renewed their location located at 178 E Tasman Drive.

Finisar Corporation 48800 Milmont Drive Fremont – Mission South Lease Renewal 53,000
Finisar Corporation, a manufacturer of optical communication components, renewed their lease at 48800 Milmont Drive in the Mission South submarket.

EBR Systems 4600 Patrick Henry Santa Clara – Marriott Park Direct Lease 51,136
EBR Systems, a medical device company, leased 4600 Patrick Henry for 51,136 square feet in the Marriot Park submarket on a direct basis. 
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Chart Title

Source: Newmark Research, CoStar

Silicon Valley R&D Overview (page 1 of 2) 
Submarket Statistics – R&D

Total  Inventory  (SF) Total Vacancy Rate Total Available 
(SF)

Sublease 
Available (SF)

Total Availability 
Rate

Qtr Net Absorption 
(SF)

Qtr Gross Absorption 
(SF)

Total NNN Asking 
Rent (Price/SF)

Campbell 1,540,688 8.2% 126,730 0 8.2% -1,067 0 $2.46

Cupertino 2,645,463 1.3% 34,950 0 1.3% 0 0 $3.25

Fremont 17,198,752 8.5% 2,640,259 1,265,383 15.4% -161,334 150,701 $2.25

Ardenwood 2,237,417 8.5% 746,079 556,717 33.3% 0 0 $3.39

Auto Mall North 1,138,624 11.3% 128,508 60,000 11.3% -65,975 44,407 $1.55

Bayside 7,555,327 5.6% 703,421 250,043 9.3% 17,549 28,840 $2.15

Mission North 969,051 3.5% 72,948 39,357 7.5% 54,862 0 $1.98

Mission South 4,229,973 12.8% 695,635 206,271 16.4% -162,878 77,454 $1.81

Warm Springs 1,068,360 13.0% 293,668 152,995 27.5% -4,892 0 $2.41

Los Gatos 371,500 24.6% 91,420 66,400 24.6% 0 0 $2.75

Milpitas 11,861,471 12.2% 1,708,489 264,394 14.4% -85,896 101,828 $2.23

East 880 4,539,906 12.3% 653,902 35,147 14.4% -39,268 30,248 $2.06

Oak Creek 7,321,565 12.1% 1,054,587 229,247 14.4% -46,628 71,580 $2.37

Morgan Hill 1,388,738 0.2% 3,094 0 0.2% 5,040 37,216 $1.82

Mountain View 10,838,527 19.8% 2,285,798 625,633 21.1% -64,109 141,819 $4.57

Central 1,758,940 10.4% 203,616 26,350 11.6% 5,063 45,303 $3.65

Shoreline 4,613,778 8.8% 404,483 0 8.8% -2,000 0 $6.19

South Middlefield 4,465,809 34.9% 1,677,699 599,283 37.6% -67,172 96,516 $4.00

Newark 2,608,754 11.0% 289,363 22,007 11.1% -10,375 20,120 $2.16
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Chart Title

Source: Newmark Research, CoStar

Silicon Valley R&D Overview (page 2 of 2) 
Submarket Statistics – R&D

Total  Inventory  (SF) Total Vacancy Rate Total Available 
(SF)

Sublease 
Available (SF)

Total Availability 
Rate

Qtr Net Absorption 
(SF)

Qtr Gross Absorption 
(SF)

Total NNN Asking 
Rent (Price/SF)

San Jose 35,009,219 15.1% 6,076,027 1,515,523 17.4% 90,714 386,503 $2.53

North 16,468,729 19.1% 3,518,417 734,408 21.4% -1,736 178,785 $2.64

Trimble South 3,907,369 18.8% 819,636 80,175 21.0% 5,985 27,625 $3.12

Int’l Business Park 6,337,236 8.6% 554,432 173,676 8.7% -22,022 30,121 $1.79

Brokaw South 568,120 10.6% 65,637 30,349 11.6% 7,251 7,251 -

Central 415,908 4.1% 16,854 0 4.1% 2,500 0 -

South 7,311,857 10.5% 1,101,051 496,915 15.1% 98,736 142,721 $1.82

Santa Clara 15,423,549 14.1% 2,331,989 369,439 15.1% 3,623 175,027 $2.61

101 North 1,136,147 5.7% 64,423 0 5.7% 0 0 $2.15

101 South 4,730,002 7.9% 484,677 0 10.2% -16,962 1,253 $2.30

Central Expressway N 2,470,608 15.8% 389,049 138,188 15.7% 29,593 63,986 $2.90

Central Expressway S 2,871,653 9.0% 257,275 87,465 9.0% 10,927 10,927 $2.32

Marriot Park 4,215,139 25.9% 1,136,565 143,786 27.0% -19,935 98,861 $2.71

Sunnyvale 17,054,130 12.8% 2,373,130 159,487 13.9% 728,763 1,313,767 $3.46

Moffett Park 4,113,378 10.6% 473,214 31,628 11.5% -31,628 0 $2.83

Oakmead 5,005,834 12.0% 690,437 31,521 13.8% 33,658 312,950 $3.42

Peery Park 3,305,463 18.1% 654,302 78,738 19.8% -101,578 123,484 $4.30

South Central 3,130,846 13.6% 425,750 0 13.6% 836,358 847,000 $3.11

The Woods 1,498,609 8.6% 129,427 17,600 8.6% -8,047 30,333 $2.48

SILICON VALLEY 115,940,791 13.1% 17,961,249 4,288,266 15.5% 505,151 2,326,981 $2.89
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