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Market Overview




Market Observations

@ Economy

— Recent data indicates a slowdown in employment growth and signs of near-term
plateauing in the Bay Area life science market.

— The U.S. Consumer Price Index (CPI) inflation rate reached 2.9% in August, up from
2.4% in June.

— The national unemployment rate rose to 4.3% at the end of August, consistent with prior
quarter forecasts, suggesting that while the U.S. economy remains stable, the job market

is showing signs of stagnation.

— Looking ahead, the market anticipates a median estimate of two Federal Reserve rate
cuts by the end of 2025; however, inflation readings remain persistent and above the
Fed’'s 2.0% target.

M Major Transactions

— Elon Musk—owned Neuralink completed the largest deal of the quarter, leasing 499
Forbes Blvd. in South San Francisco, totaling 145,852 SF.

— Clinical-stage precision oncology firm Revolution Medicines completed the second-
largest deal of the quarter, expanding its footprint within the Seaport Centre Project in
Redwood City for a total of 60,841 SF transacted.

— The most notable sale of the quarter was completed by New Mountain Capital, which
acquired 3240 Whipple Road in Union City from Tarlton Properties for $54.0 million, or
$593 PSF. The building was fully leased to Zoetis at the time of sale.

Leasing Market Fundamentals

— The Bay Area experienced its typical summer slowdown in the third quarter, with gross
absorption totaling 845,000 SF, down from 913,000 SF in the previous quarter. Despite
the slowdown, net absorption edged into positive territory, registering 33,000 SF.

— Market-wide vacancy declined slightly to 29.1%, down from 29.5% in the prior quarter.
The total availability rate rose marginally to 32.9%, compared with 32.1% the previous
quarter. Sublease availability continued to trend downward, decreasing to 5.5%, from
5.7% last quarter and 6.6% one year ago.

— The region’s 610,000-SF construction pipeline continued to contract during the third
quarter of 2025, with 37.0% of ground-up development preleased.

— Despite economic headwinds, active tenant demand increased notably during the third
quarter, reaching 3.1 million SF, up from 2.0 million SF in the previous quarter.

@ Outlook

— The Bay Area life sciences talent pool remains regionally strong, supported by top-tier
universities and major innovation hubs. However, proposed NIH funding restraints in
2026, tied to broader policy shifts and market conditions, could soften demand for life
science space.

— Construction of new Bay Area lab space is expected to continue slowing after millions of
square feet were added to the market over the past decade.

— Tenants are expected to continue taking advantage of current market conditions,
securing high-quality space with favorable concessions and lease terms.
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Economy




Life Science Employment Decreased for Seventh Consecutive Quarter

Life science employment in the San Francisco Bay Area declined to 111,474 active employees in the first quarter of 2025, down from 112,444 in the previous quarter and 115,684 one
year earlier.
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Bay Area Life Science Funding Drops to 5-Year Low

Across the Bay Area, a total of 72 life science venture capital deals were completed, down from 86 in the previous quarter but up from 68 one year earlier. Biotech venture capital
funding continued to decline in the third quarter, with $1.3 billion raised compared to $2.5 billion in the prior quarter. Year-to-date, total capital raised reached $6.8 billion, modestly
higher than the $6.1 billion recorded during the same period last year.

Bay Area Life Science Venture Capital Funding / Deal Count
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Nationwide Life Science VC Funding Increases in Q3

Across the country, the life science sector recorded $8.4 billion in venture capital investment, up from $7.4 billion in the previous quarter and matching the $8.4 billion recorded one
year ago. Widely regarded as one of the three leading biotech hubs in the United States, the Bay Area accounted for 16.1% of total life science funding raised nationwide this quarter.

Nationwide Life Science Venture Capital Funding
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Positive Net Absorption in Q3 While Total Availability Reached New High

The Bay Area life science market recorded 33,000 SF of positive net absorption in the third quarter, a notable improvement from negative 436,000 SF in the previous quarter. Total
availability rose slightly to 32.9%, up from 32.1% in the prior quarter and 29.6% one year ago. Availability is expected to increase in the near term as companies continue to face
capital constraints and pursue cost-saving strategies such as relocating to lower-cost markets, consolidating footprints, or subleasing space.

Historical Construction Deliveries, Net Absorption, and Availability
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Gross Absorption Remained Relatively Flat

Total gross absorption for the quarter was recorded at 845,000 SF, representing a 7.4% decrease quarter-over-quarter and a 5.7% decrease year-over-year.

Total Gross Absorption (MSF)

6.0
5.0

4.0

8-Year Annual Gross
Absorption Avg.: 3.1 MSF

2017 2018

3.0

845 KSF

2.

o

897 KSF 913 KSE

1.

o

665 KSF

508 KSF

0.

o

2024 2025-YTD

Q1 Q2 mewmQ3 mmm(Q4 -~ - 8-Year Annual Gross Absorption Average

Source: Newmark Research

NEWMARK 11



Please reach out to your
Newmark business contact for this information

r L)
i A Y '
/ 4 - g i._-s.; . / F ;
i ) ; ' A $ | /
; i i ‘1 ._l
. X A -!"'4 ’
] #EH-.
. -
;.' ) . \ .
v \

Vs



Bay Area Sublease Availability Decreased in Q3

The Bay Area life science market recorded a decline in sublease availability in the third quarter of 2025, reaching 2.4 million SF—down from 2.5 million SF in the previous quarter and
2.8 million SF one year earlier.

Available Life Science Sublease Volume (MSF)
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Construction Pipeline Continued to Level Off

The construction pipeline continued to contract in the third quarter, totaling 610,000 SF, with 37.0% preleased and no reported deliveries. SteelWave’s Discovery Station development
in South San Francisco, totaling 840,000 SF, was paused this quarter as the developer seeks to extend its right to continue building the project for an additional 10 years. Many newly
completed lab buildings remain vacant, prompting landlords and developers to consider repositioning assets to accommodate non-biotech tenants in an effort to boost occupancy.

Life Science Under Construction (MSF)
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Bay Area Average Asking Rent Decreased for Fourth Consecutive Quarter

The overall average asking rate for life science space in the Bay Area decreased from $6.06 PSF last quarter to $5.86 PSF in the third quarter of 2025. Overall rents continue to be
influenced by softer demand and elevated sublease availability, as landlords adjust pricing to attract tenants in a slower market.

Overall Life Science Average Asking Rent, $/SF, NNN Year-over-Year Overall Asking Rent Growth Rate % Change
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Notable 3Q25 Lease Transactions

A total of nine leases of 20,000 SF or greater were executed this quarter, compared with nine in the previous quarter and 14 one year earlier.

Select Lease Transactions

Tenant Project/Building Submarket Type Square Feet

Neuralink 499 Forbes Blvd. South San Francisco Direct Lease 145,852
Elon Musk—owned Neuralink completed the largest deal of the quarter, leasing 499 Forbes Blvd. in South San Francisco, totaling 145,852 SF.

Kilroy Oyster Point- Phase I
MBC BiolLabs 365 Oyster Point Blvd.- Bldg. F South San Francisco Direct Lease 44,199

Life science incubator MBC BioLabs completed the third-largest deal, leasing 44,199 SF on the second floor in Building F in Phase Il of the Kilroy Oyster Point Project in South San Francisco.

Periodic Labs 4055 Bohannon Drive Menlo Park Direct Lease 37,808
Al-driven science startup company Periodic Labs leased 4055 Bohannon Drive in Menlo Park for the fifth-largest deal of the quarter.

Source: Newmark Research
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For more information:

Chris Teranishi
Senior Market Analyst
Chris. Teranishi@nmrk.com

Newmark San Mateo

2950 South Delaware Street
Suite 125

San Mateo, CA 94403

t 650-341-5800

Corporate CA RE #: 00832933

nmrk.com

Newmark has implemented a proprietary database and our tracking methodology has been revised. With this expansion and refinement in our data, there may be adjustments in historical statistics including availability, asking rents, absorption and effective rents. Newmark Research Reports are

available at

All information contained in this publication (other than that published by Newmark) is derived from third party sources. Newmark (i) has not independently verified the accuracy or completeness of any such information, (ii) does not make any warranties or representations, express or implied,
concerning the same and (iii) does not assume any liability or responsibility for errors, mistakes or inaccuracies of any such information. Further, the information set forth in this publication (i) may include certain forward-looking statements, and there can be no guarantee that they will come to pass, (ii)
is not intended to, nor does it contain sufficient information, to make any recommendations or decisions in relation to the information set forth therein and (iii) does not constitute or form part of, and should not be construed as, an offer to sell, or a solicitation of any offer to buy, or any recommendation
with respect to, any securities. Any decisions made by recipient should be based on recipient’s own independent verification of any information set forth in this publication and in consultation with recipient’s own professional advisors. Any recipient of this publication may not, without the prior written
approval of Newmark, distribute, disseminate, publish, transmit, copy, broadcast, upload, download, or in any other way reproduce this publication or any of the information it contains with any third party. This publication is for informational purposes only and none of the content is intended to advise
or otherwise recommend a specific strategy. It is not to be relied upon in any way to predict market movement, investment in securities, transactions, investment strategies or any other matter. If you received this publication by mistake, please reply to this message and follow with its deletion, so that
Newmark can ensure such a mistake does not occur in the future.
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