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Steady, slow recovery is our best description of the commercial 
market in 2010, with some acceleration during latter part of the year. 
Looking for the positive indicators from 2010, they can be summed 
up as follows. There was a significant increase in the number of 
property sales (and corresponding transaction value), which more 
than doubled the 2009 level. And we saw steady leasing of all 
property types, albeit at lower effective rental rates. Increasing 
transaction volume is a key positive signal. 
 
Commercial sales consisted of a healthy mix of investment 
transactions, as well as purchases by owner-users, which signals 
confidence in both of these key sectors. Low interest rates certainly 
helped, but borrowing still proves to be a hurdle with very tough 
underwriting by both local and institutional banks. The Federal 
government stepped up the SBA (Small Business Administration) 
loan program, which helps local firms qualify for financing. We 
expect this to continue in 2011, and although there is upward 
pressure on interest rates, they still remain historically low.  
 
Once again, the shining light in our community is the Technology 
sector, driving leasing activity in all three South Coast submarkets; 
Santa Barbara, Goleta and Carpinteria. We expect the most 
significant leases in 2011 will be technology related firms growing and 
providing momentum to this recovery.  
 
There is plenty of evidence that Goleta’s proximity to UCSB, and the 
majority of the existing technology base will continue to drive the 
much needed creation of higher paying jobs for the community. The 
recent announcement that Deckers Corporation has decided to 
remain in Goleta, and relocate their corporate headquarters to the 
new Cabrillo Business Park is definitely great news for Goleta and the 
entire South Coast community. This could add close to 200,000 
square feet of first class office space and launch the next phase in the 
development of Goleta’s newest business park. Earlier in 2010, FLIR 
Commercial Vision Systems purchased approximately 180,000 



square feet of existing buildings in the Cabrillo Business Park, which 
will accommodate their consolidation of engineering, manufacturing 
operations into a consolidated campus environment. 
 
The retail market showed signs of a continuing recovery in consumer 
confidence and spending. There were many significant leases in 2010, 
and we see many new names in the industry coming to the South 
Coast, including a new Marshall’s department store, as well as H&M a 
leading international fashion merchandiser. 
 
The South Coast communities including Goleta remain an attractive 
choice for vacationers as evidenced by increasing hotel occupancy and 
the corresponding Transient Occupancy Tax (TOT). The new Santa 
Barbara Airport (located in the heart of Goleta) is scheduled to open 
this spring, and we hope to see more service to our market. 
 
Goleta Industrial: 
 
The vacancy rate for the Goleta Industrial market at year-end 2010 
was a healthy 3.1%. This was up slightly from the third quarter rate of 
2.7%, however, it is well below the year-end 2009 rate of 6.7%.  The 
large drop in available space is attributed to consistent leasing activity 
in the market throughout the year. Three leases in three different 
buildings on Thornwood Drive accounted for almost 23,000 SF of 
space. FLIR Commercial Vision Systems leased a 10,080 SF 
warehouse in a building close to their existing facilities on 
Thornwood, and Newton Enterprises leased 10,080 SF in another 
warehouse building on the street. Network Hardware Retail has 
leased a long vacant 58,000 square foot warehouse. Average asking 
rates increased to $1.25 Gross per square foot from the third quarter 
average of $1.21 and 2009 year-end average rate of  $1.17.  
 
Goleta Office: 
 
The Goleta Office market ended the year on a positive note. At the 
end of the first quarter of 2010, the vacancy rate rose to 12.2% and 
ultimately peaked mid-year at 14.1%. At year-end, the vacancy rate 
retreated to 11.9%. Of the approximately 4,273,000 SF base, roughly 
507,659 SF were available.  Several large spaces account for the 
majority of the vacancy, of which, nearly 100,000 SF is located at the 



Castilian Tech Center. Early indicators this year are positive as well. 
Network Hardware leased 53,302 square feet of office that Citrix was 
marketing for sublease at 6500 Hollister Avenue. 
 
The majority of leases in 2010 were for smaller spaces than are typical 
for Goleta, (i.e. under 10,000 SF), with a handful of notable 
exceptions. Pacifica Commercial Realty represented the Hollister 
Center in the lease of 43,947 square feet to In-Touch Health, a locally 
grown medical device company. Another locally founded company, 
True Vision Systems also represented by Pacifica, leased 9,189 square 
feet in the Santa Barbara Business Park, and Eucalyptus Systems, 
grew from roughly 2,800 SF into 14,285 SF of subleased space at 
6755 Hollister Avenue in the Cabrillo Business Park. There are several 
large tenants “in the market” actively negotiating on spaces in the 
Goleta area, so we expect 2011 to see larger lease transactions in 
2010, with continuing decreases in the vacancy rate.  
 
Average asking rates remained unchanged from the third to fourth 
quarter at $1.68 Gross per square foot, and are up from the 2009 
year-end average of $1.57. As we often mention, the rates for “Class 
A” office space remain much higher, averaging $1.60 NNN, or closer 
to $2.00 Gross. 
 


