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Sacramento’s retail market rebounded from a sluggish second 
quarter as positive net absorption brought regional vacancy down 
to its lowest level in over a decade.  Leasing activity was steady, 
although primarily limited to smaller deals, with demand continuing 
to be strong and new supply remaining limited.  It was a relatively 
slow quarter for investment sales, but stabilized assets such as 
grocery-anchored centers will remain highly desirable thanks to their 
resilience in times of economic uncertainty.
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MARKET TRENDS

•  Vacancy rates dropped to 8.0% in the third quarter after a minor 
    bump in Q2, down 80 basis points year-over-year and hitting a 
    level not seen since 2008.
 - Auburn/Lincoln/Loomis currently has the lowest vacancy 
   in the market, shrinking to just 4.4% and overtaking  
   Davis as the tightest regional submarket.

•  Quarterly net absorption bounced back thanks to steady leasing 
    activity, positively recording ±187,515 square feet and bringing 
    the market up to ±366,316 SF year-to-date.
 - Rio Linda/North Highlands positively recorded ±70,406 
   SF, most notably a ±20,000 SF Grocery Outlet which 
   helped it to lead all submarkets and post its best quarter 
   in three years.

•  Shrinking vacancy has kept market rents steadily inching up, 
    with annual asking rates averaging $18.07 NNN per square foot 
    entering Q4.  This represents a 3.4% year-over-year jump, but is 
    virtually unchanged from the two previous quarters.
 - Rents in the thriving urban core are well above all other 
   local submarkets, averaging $32.92 NNN per square 
   foot annually thanks to relentless interest from dining 
   and entertainment tenants.

•  The market saw steady leasing activity in the third quarter, 
    totaling nearly 566,000 square feet across all submarkets and 
    hitting the highest quarterly mark in two years.
 - Roseville/Rocklin led the way with over 108,000 SF of 
   new leases signed, followed closely by Carmichael/
   Orangevale/Citrus Heights which recorded over 105,000 
   SF of new deals.
 - The majority of leases were on the smaller side, 
   as nearly 90% were for spaces under 5,000 square feet.  
   Scandinavian Designs had the largest lease in Q3, 
   inking a deal for ±49,262 SF on Bond Rd in Elk Grove 
   with plans to occupy early 2020.

•  The primary tenant categories in expansion mode continue 
to be fitness users, quick service restaurants, and various other 
e-commerce resistant businesses such as value-oriented retailers.

Retail Vacancy vs. Net Absorption
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INVESTMENT HIGHLIGHTS

•  The Sacramento retail market saw just over $111 million in 
    investment sales during the third quarter, averaging more than 
    $192 per square foot and bringing the year-to-date transactional 
    volume north of $367 million at nearly $180 per square foot.
 - This is a slight drop from the $403 million sales volume 
   seen entering the fourth quarter of 2018, but surpasses 
   the $171 per square foot average during that period.

•  The market failed to see any blockbuster sales in Q3, with only 
    one transaction exceeding $10 million and the region averaging 
    just $3,825,000 per deal.
 - The largest sale of the quarter was Stockton Square, 
   an un-anchored ±103,545 square foot shopping center in 
   South Sacramento which sold for $19 million at $183.50 
   per square foot.

•  Owners seem content holding onto grocery-anchored centers 
    and other e-commerce resistant assets for the time being, with 
    continued local population and job growth safeguarding the 
    success of these properties and affirming their durability if 
    another recession were to pass.
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DEALS & DOLLARS OUTLOOK

The retail market in Sacramento rallied from a slow 
first half of the year and enters the final quarter of 
2019 with steady tailwinds.  Vacancy rates renewed 
their downward trend, hitting more than a decade-
low as positive new absorption outweighed recent 
store closures.  The construction pipeline remains 
limited when compared to decades past, but exciting 
new projects have begun popping up in multiple 
submarkets across the region thanks to strong tenant 
demand driving impressive pre-leasing.

The recent surge of new homes built in Roseville 
and Rocklin has been accompanied by a flurry of 
activity in the retail sector as well.  Work is underway 
along Highway 65 at Freedom Point Plaza which will 
bring a multitude of shops and quick dining options 
to West Roseville, as well as Living Spaces entering 
the market with their new ±110,000 SF furniture 
store.  This project, along with the redevelopment of 
major portions of the Westfield Galleria, highlight the 
industry’s confidence that well-positioned retail assets 
will continue to thrive in the face of any potential 
economic instability.

Vacancy Net Absorption Avg. Asking Rate
(Annual NNN)

8.0% $18.07±187,515 SF

Construction Sacramento
Unemployment

United States
Unemployment

±202,000 SF 3.6%3.1%

LEASE

TENANT SF ADDRESS SUBMARKET

Scandinavian Designs 49,262 8507 Bond Rd Elk Grove

Ripped Fitness 27,000 5110 Foothills Blvd Roseville/Rocklin

Ross Dress for Less 21,890
6001-6045 

Madison Ave
Carmichael/CH/OV

Grocery Outlet 20,000 3643 Elkhorn Blvd
Rio Linda/

N Highlands

SALE

PROPERTY PRICE (SF) SF CAP BUYER SELLER

Stockton Square
$19,000,000 

($184)
103,545 -

Kien G 
Luong

TK 
Warehouse

6819 Watt Ave
$7,075,000 

($488)
14,490 5.82%

Laurie 
Smith

WHQ 
Invest’s

312 N 
Sunrise Ave

$6,250,000 
($264)

23,640 6.13%
E Bay 

Holdings
Pro Equity



RETAIL Q32019

Gallelli Real Estate is a private firm that specializes in commercial real estate services and property management. We believe 
that as a boutique firm whose understanding of the business runs as deep as our core values, our advantage is large. We take 
pride in our unique approach to offer more individual solutions that address the ever changing needs of our clients and the 
industry. After all, our success is measured by the success of our clients and the strength and longevity of our relationships. For 
the latest news from Gallelli Real Estate, visit GallelliRE.com, or follow us on Twitter: @Gallelli_RE and LinkedIn.
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Retail Market Statistics

Submarket Inventory Direct
Available 

Space 
Sublease

Total
Vacancy 
Q3-19

Net Absorption
SF Under 

Construction

Avg.
 Asking 

Rate (NNN)*Q3-19 Q3-18

Arden/Watt/Howe 5,978,253 722,808 0 722,808 12.1% 34,288 108,361 4,811 $15.79

Auburn/Lincoln/

Loomis
3,099,598 128,803 8,278 137,081 4.4% 13,950 7,461 0 $19.39

Carmichael/Citrus 

Heights/Orangevale
6,621,012 755,964 73,606 829,570 12.5% (24,256) 4,573 0 $15.20

Davis 1,063,153 29,575 21,609 51,184 4.8% (3,998) (4,723) 0 $21.87

Downtown/Midtown/

East Sacramento
1,587,313 100,658 0 100,658 6.3% 2,885 5,352 0 $32.92

El Dorado 2,483,705 194,489 0 194,489 7.8% (5,137) (9,258) 100,712 $22.52

Elk Grove 4,452,946 203,009 0 203,009 4.6% 12,279 (22,933) 34,011 $20.75

Folsom 4,384,830 275,122 820 275,942 6.3% 42,843 10,154 17,672 $20.65

Highway 50 3,488,781 461,602 10,021 471,623 13.5% (2,474) 13,804 0 $15.35

Natomas 3,099,265 171,072 0 171,072 5.5% 22,109 9,405 0 $20.36

Rio Linda/

North Highlands
2,886,852 248,646 0 248,646 8.6% 70,406 (523) 0 $13.41

Roseville/Rocklin 9,882,765 614,740 1,314 616,054 6.2% 12,132 (339) 51,309 $19.56

South Sacramento 8,321,424 557,183 22,153 579,336 7.0% 5,081 9,976 115,000 $14.32

West Sacramento 1,826,651 81,951 0 81,951 4.5% 18,129 3,004 0 $21.98

Woodland 2,226,943 251,692 0 251,692 11.3% (10,722) (4,307) 6,500 $9.56

Totals 61,403,491 4,797,314 137,801 4,935,115 8.0% 187,515 130,007 330,015 $18.91
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