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Economy

‒ UCSF completed the largest deal of the quarter, leasing Building E in Phase II of the Kilroy 
Oyster Point project in South San Francisco for 280,472 SF.

‒ Robotics startup 1X Tech completed the second-largest deal of the quarter, leasing 150 
Industrial Road in San Carlos for 230,700 SF. The lab and manufacturing facility was previously 
occupied by Novartis, Nektar Therapeutics and Mylan.

‒ The most notable sale of the quarter was completed by UCSF Health, which acquired 409 and 
499 Illinois Street in San Francisco’s Mission Bay area from Alexandria Real Estate for $767.0 
million, or $1,646/SF.

– Recent data indicates a continued slowdown in Bay Area life science employment growth.

– The Federal Reserve enacted one 25-basis-point cut in October and another in December, 
bringing the benchmark rate to a range of 3.50% to 3.75%. Economists expect only one 
additional rate cut in 2026.

– The U.S. Consumer Price Index inflation rate registered 2.7% in December, down from 3.0% in 
September, reinforcing expectations that inflation is moderating as the Federal Reserve weighs 
its next move on interest rates.

Market Observations
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Major Transactions

– Leasing momentum continued through year-end, as the Bay Area recorded 1.5 MSF of gross 
absorption, up from 845 KSF in the prior quarter. The market also posted its second consecutive 
quarter of positive net absorption, closing at 661 KSF.

– Marketwide vacancy declined to 27.7%, down from 29.1% in the previous quarter. While 
vacancy remains elevated by historical standards, the 140-basis-point decline represents the 
largest quarterly decrease over the past five years. Sublease vacancy also continued to trend 
downward, falling to 3.0% from 4.0% last quarter and 4.8% one year ago.

– Active tenant demand totaled 2.6 MSF, down from 3.1 MSF in the prior quarter, as several large 
leases executed during the quarter contributed to the decline.

Leasing Market Fundamentals

– Consecutive quarters of positive net absorption suggest the market has maintained momentum 
and is well positioned to continue its recovery in 2026.

– Breakthroughs in biotechnology, a growing AI and robotics industry and employers’ continued 
enforcement of return-to-office policies remain positive catalysts supporting the market’s early 
recovery.

– Vacancy is expected to continue stabilizing as average asking rates soften and available 
sublease space levels off.

– Occupier sentiment remains cautiously optimistic, with the region’s construction pipeline 
effectively at zero at quarter-end, as developments remain on hold or in the entitlement process.

Outlook
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Bay Area Life Science Employment

Life science employment in the San Francisco Bay Area declined to 109,983 active employees in the second quarter of 2025, down 1.2% from 111,393 in the prior quarter and 2.7% 
from 113,134 one year earlier. 

Life Science Employment Decreased For Eighth Consecutive Quarter
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Source: JobsEQ. Data lags by 6 months.
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Bay Area Life Science Venture Capital Funding / Deal Count

Across the Bay Area, a total of 92 life science venture capital deals were completed, up from 72 in the previous quarter and up from 79 one year earlier. Biotech venture capital 
funding continued to increased in the fourth quarter, with $2.6 billion raised compared to $1.3 billion in the prior quarter. Year-to-date, total capital raised reached $9.5 billion, notably 
higher than the $7.7 billion recorded during the same period last year, marking 2025 the Bay Area’s strongest year since 2022. 

Bay Area VC Deal Count & Capital Raised Increased In Q4
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Source: Pitchbook
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Nationwide Life Science Venture Capital Funding

Across the country, the life science sector recorded $9.5 billion in venture capital investment, up from $8.4 billion in the prior quarter and $7.3 billion one year earlier. Widely 
regarded as one of the three leading biotech hubs in the United States, the Bay Area accounted for 28.1% of total life science funding raised nationwide this quarter, up from 16.1% in 
the previous quarter.

Nationwide Life Science VC Funding Increases In Q4

7
Source: Pitchbook
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Historical Construction Deliveries, Net Absorption, and Total Availability 

The Bay Area life science market recorded 661 KSF of positive net absorption in the fourth quarter, a notable improvement from 33 KSF in the previous quarter. Total availability 
decreased slightly to 32.4%, down from 32.9% in the prior quarter but up from 30.1% one year ago. In 2025, construction deliveries totaled 2.1 MSF, compared with 2.2 MSF in the 
previous year. This mostly unleased new inventory has caused total availability to climb to all-time historic highs, ranging between 30.0% and 33.0%.

Second Consecutive Quarter of Positive Net Absorption
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Source: Newmark Research
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Total Gross Absorption (MSF)

Total gross absorption for the quarter totaled 1.5 MSF, representing an 81.0% quarter-over-quarter increase. Gross absorption for 2025 was up 20.0% compared with 2024 and 125.6% 
compared with 2023. Flight to quality projects and new construction has been pronounced in recent leasing activity, and the current supply of large, high-quality available space bodes 
well for tenants seeking to expand or establish a footprint in the Bay Area.

Gross Absorption Closes Out 2025 Strong
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Source: Newmark Research
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Available Life Science Sublease Volume (MSF)

The Bay Area life science market recorded a decline in sublease availability in the fourth quarter of 2025, reaching 1.9 MSF, down from 2.4 MSF in the previous quarter and 2.6 MSF 
one year earlier. Available sublease inventory has fallen to just above the five-year quarterly average of 1.94 MSF, largely due to reoccupations and direct absorption.

Bay Area Sublease Availability Decreased for Second Consecutive Quarter
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Source: Newmark Research
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Life Science Under Construction (MSF)

The Bay Area life science development pipeline fully cleared in the fourth quarter after delivering 4.3 MSF over the past two years to the region. The most notable delivery this quarter 
was The Shop at IQHQ’s ELCO Yards project in Downtown Redwood City, totaling 225 KSF. After several years of oversupply, construction levels will continue to remain tempered 
until existing product is absorbed. 

Current Construction Pipeline Bottoms Out
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Source: Newmark Research
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The overall average asking rate for life science space in the Bay Area decreased from $5.86/SF last quarter to $5.82/SF in the fourth quarter of 2025. The overall average asking rate 
increased rapidly during 2021 and 2022, but historically high vacancy driven by new deliveries and tempered leasing activity over the past several years has placed downward pressure 
on rents. The recent uptick in leasing activity and decline in vacancy serve as positive catalysts for future asking rent stabilization.

Bay Area Average Asking Rent Decreased For Fifth Consecutive Quarter
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Overall Life Science Average Asking Rent, $/SF, NNN Year-over-Year Overall Asking Rent Growth Rate % Change

Source: Newmark Research, Costar 
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Notable 4Q25 Lease Transactions

A total of 15 leases of 20,000 SF or greater were executed this quarter, compared with nine in the previous quarter and 15 one year earlier.

Notable 4Q25 Lease Transactions
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Source: Newmark Research

Tenant Building(s) Submarket Type Square Feet

UCSF Health
Kilroy Oyster Point- Phase II
369 Oyster Point Blvd.- Bldg. E South San Francisco Direct Lease 280,472

UCSF completed the largest deal of the quarter, leasing Building E in Phase II of the Kilroy Oyster Point project in South San Francisco for 280,472 SF.

1X.Technologies
San Carlos Research Center
150 Industrial Rd. San Carlos Direct Lease 230,700

Robotics startup 1X Tech completed the second-largest deal of the quarter, leasing 150 Industrial Road in San Carlos for 230,700 SF. The lab and manufacturing facility was previously occupied by Novartis, Nektar 
Therapeutics and Mylan.

Lilly Gateway Labs 259 E. Grand Ave South San Francisco Direct Lease 179,466

Lilly completed the third-largest deal of the quarter, leasing the entire 179,466-square foot building at 259 E. Grand Ave in South San Francisco. 

Labcorp Genetics 1400 16h St. San Francisco Lease Renewal 103,213

Labcorp Genetics, formerly known as Invitae, completed the fourth-largest deal of the quarter, renewing for 103,213 square feet at 1400 16th Street in San Francisco. 

Twist Bioscience
Gateway Commons
681 Gateway Blvd. South San Francisco Lease Renewal/Expansion 93,971

Synthetic biology company Twist Bio completed the fifth-largest deal of the quarter, renewing their existing lease on the second and third floor at 681 Gateway Blvd. while expanding into the first floor for a total 93,971 
square feet transacted. 
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Access the Extended 4Q25 Bay Area Life Science Report

The extended version of this report includes:

⎻ Data on leasing trends

⎻ Deal count and average lease size

⎻ Leasing by submarket

⎻ Availability by submarket

⎻ Overall market statistics

To access, please reach out
 to your Newmark contact.



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 nmrk.com/insights.

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.

Newmark San Mateo
2950 South Delaware Street, #125
San Mateo, CA 94403

New York Headquarters
125 Park Ave.
New York, NY 10017
t 212-372-2000

Chris Teranishi
Senior Market Analyst
Bay Area Life Science Research
Chris.Teranishi@nmrk.com

https://www.nmrk.com/insights
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