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Background

• Client: McCullough Design Development (MDD or Client)

• Subject: Passerelle, located in the Campus Park Specific Plan (aka Horse Creek Ridge or “Horse Creek”)

• Location: NE of SR76 (Mission Rd) and I-15, on Horse Creek Ranch Road (Pankey Rd), Fallbrook, San Diego County, California

• Objective: Between professional office and for-sale small-lot single family detached homes (with a condominium map), 
determine the use that represents the best market opportunity based on the attributes of the Passerelle site and 
pertinent supply and demand conditions

Methodology

• Site: Visit the site and review site-related information

• Data: Compile information on relevant economic and real estate market trends

• Market: Visit pertinent office and residential comps

• Surveys: Interview real estate agents, leasing agents, land brokers, builders, developers and investors

• CMA: Inland North San Diego County market (see following page)

Contact Information

• Pete Reeb, President, 858-774-7126, pete@ask-clarity.com

• Adam Artunian, Vice President, 949-861-1876, adam@ask-clarity.com
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• CMA Competitive Market Area; the geographic area in which uses will compete most directly with each other

• FLV Finished Lot Value – the value of a residential lot including 3 components: 1) the value of the land itself, 2) the 
cost of all site improvements to bring the land to a ready-to-build on state, and 3) all development fees 
(schools, parks, water, sewer, etc.)

• IN Inland North (“IN”) We have defined the CMA for Passerelle as the Inland North market. The exact 
boundaries of the Inland North market may vary slightly by land use and/or data provider, but generally 
includes:  the  communities or cities of Fallbrook, Bonsall, Valley Center, Escondido, San Marcos and Vista.

• LTH Lot-to-home price ratio: the FLV of a residential lot divided by the home price (revenue); for example, a 
property with a $200K FLV and a $500K home price would have a 40% LTH ratio.

• MF Multi-family home or unit

• PSF Price per square foot (psf)

• Small-lot Generally refers to SFD homes on lots smaller than 3,000 sf. Homes on lots under 3,000 sf typically differ from 
homes on larger lots in that the small-lot product usually has zero lot line plotting, often does not have full-
length driveways, sometimes has just one private side yard instead of backyards, and sometimes plots with 
alleys, which are narrower than standard-width streets

• SF Square feet (also sq.ft or sf)

• SFD Single family detached home

• SPA Specific Plan or Specific Plan Amendment

• TH Townhome

• YOY Year-over-year

• ZLL Zero Lot Line – homes plotted on one side of a lot, creating just one side yard instead of a conventional two.
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A representative from the County of San Diego reviewed this market study in January of 2022 and subsequently provided some 

commentary and asked that a few questions be addressed. The County has requested that Clarity “address the background 

information tied to the original development of the Specific Plan for Campus Park as to why the original project incorporated

Office Professional at that time.” This is our response to that particular request.

• Clarity Real Estate Advisors was not involved in evaluating the market viability of Professional Office space at Campus Park when the Specific Plan for 

the community was processed in the early-2000s to early-2010s. As such, we do not have first-hand knowledge to directly answer the County’s 

question.

• In order to provide some response to the County’s request, we had conversations in late-January of 2022 with some participants who have 

familiarity regarding the processing of the Campus Park SPA. It has been conveyed to us that there were a multitude of factors that ultimately led to 

the inclusion of a Professional Office designation for the Subject property, none necessarily related to market viability.  Below is a summary of the 

feedback provided to us. We are unable to independently verify the veracity of the information.

o The Subject parcel was at first being considered as a public-school site. However, the local school district determined that a school site at 

Campus Park was not necessary, and so alternative uses could then be considered.

o The northernmost Subject parcel was one of the parcels in Campus Park closest to I-15, and as such, it was thought that a non-residential use 

would make more sense than a residential use due to freeway visibility and noise.  As developable land has become more and more scarce, it is 

worth noting that new residential developments are being built adjacent to freeways all over southern California today.

o The County felt that the number of homes being planned on the site was sufficient at the time, and so including non-residential on the Subject 

parcels was the default decision.  More residential units would have been welcomed by the Specific Plan applicant if possible.

o While processing the original plan, the property owners would have preferred to have included only residential uses and no commercial uses; 

however, it was the County that pushed for a mixed-use development including Professional Office.

o To the best of everyone’s knowledge, there never was a market study prepared assessing the market viability of Professional Office at Campus 

Park when the SPA was being prepared.  Therefore, it does not appear that the inclusion of Professional Office was a market-based decision.

• Certainly, there is no denying that much has changed in the over 10 years since the Specific Plan was processed and approved, particularly in the 

post-COVID world where fewer and fewer people work in offices, and more and more people work from home. There is far less demand for new 

office space today than 10 to 15 years ago.  However, there is a critical shortage of housing that is driving up home prices.

• It appears that the inclusion of Professional Office space in the Campus Park SPA was not a market-driven decision.  Our market analysis has 

concluded that the clear market-driven best use for the Subject parcels is for-sale single family detached homes, not Professional Office. 
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Market Opportunity – Conclusion 
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Best Use Conclusion at Passerelle: For-Sale Small-Lot SFD Homes

(+/-10 to 13 homes per acre, +/-1,750 to 2,200 sf homes)

Our analysis indicates that the offering of for-sale small-lot single family detached homes (condo map) represents a far 

superior market opportunity at Passerelle than trying to build and market professional office space. There is an almost 

insatiable demand for new SFD homes in the Inland North San Diego County market area where Passerelle is located, 

and extremely limited demand for office space. Future supply and demand conditions are much more favorable for SFD 

development than for office. See the following 2 pages for more details.

For-Sale Small-Lot

SFD Homes

Market Characteristics 

Relative to Passerelle

Professional

Office

Proven demand Location & Setting Too remote

Extremely favorable Demand Conditions Extremely weak

Under-supplied Supply Conditions Over-supplied

Good opportunity Environmental Justice Limited opportunity
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Residential Analysis Summary
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Location: Excellent – Homebuilders have already demonstrated that there is strong demand for new homes in Campus Park (aka 

Horse Creek Ridge). At its peak, Horse Creek Ridge was selling +/-280 homes/year. Now that Campus Park is nearing completion, 

Passerelle will be located within an existing mixed-use community surrounded by a variety of uses including commercial, civic, 

recreational and open spaces and across the street from a college campus.

Setting: Compatible with adjacent uses – The southern Subject parcel is adjacent to a large sports park and existing single 

family detached homes and both parcels have access to extensive hiking trails. The Passerelle site is far more appropriate for 

residential development than commercial development. 

Size of Development: Ideal for a new home subdivision – Most homebuilders are looking for a 2 to 3-year time frame for any 

given subdivision. Builders want the deal to be large enough to obtain some economies of scale on building, but no so large that

the land purchase price becomes too high, or that the neighborhood takes too long to build out. With changing consumer trends, 

new home projects can become dated after just a few years. Passerelle is proposed for 138 homes and a +/-2.5-year build-out.

Sustainable communities – Positive impact – A Park & Ride facility is located at the northwest corner of I-15 & SR76 

encouraging  car-pooling, reducing traffic, GHG emissions and air pollution. New homes are constructed using energy efficient 

building standards including the latest in energy-saving features and appliances. A location adjacent to a large sports park and

recreation center will provide quality recreational opportunities that promote physical activity among residents. The small-lot SFD 

homes added to the Horse Creek Ridge community will provide housing opportunities for a broader range of income levels. 

Impact of COVID-19 – Increased demand for SFD homes – COVID-19 has had multiple long-term impacts on the residential 

market: with work-from-home a viable option, many households are looking for homes with higher room counts, particularly 

bedrooms and home offices, fueling rising demand for SFD homes. Many households have also become dissatisfied with their 

current living situation due to COVID, unlocking additional demand for new SFD homes

Demand SFD vs. Attached Homes – Stronger demand for SFD – While prices for SFD homes are higher than for attached 

homes (all other things being equal), there is higher demand post-COVID for new SFD than attached homes. Just prior to COVID, 

new SFD projects in San Diego County were averaging 3.9 sales/month compared to 4.6 sales/month for attached. Post-COVID, 

SFD projects are averaging 4.0 sales/month while attached neighborhoods have dropped to 2.9 sales/month. (Source: Ryness) 

Supply Conditions  – Very favorable for new homes – As of the end of 2020, there were just 75 actively selling new home 

projects in all of San Diego County, representing a 68% decline from the 20-year average of 236 from 1988 to 2008 (Sources: 

Hanley, Meyers, MarketPointe). With a lack of developable land and the extreme difficulty of getting new developments entitled, the 

new home market in San Diego County will remain under-supplied for the foreseeable future. 

Home Prices – Targeted to middle-income households – If offered with SFD homes on “small lots” as proposed, the home 

prices at Passerelle will be in the $500K+ range, which will be attainable to households earning under $100K per year based on 

current interest rates and a 33% income to payment ratio. (Clarity estimate)

Conclusion – Offering for-sale small-lot SFD homes is an optimum opportunity at Passerelle.
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Office Analysis Summary
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Location: Not the right site – Office developers considering developing a property with the size and scope of the Subject site 

usually prefer to be close to a larger worker population base to help ensure that there will be adequate demand to fill the space. 

The Passerelle site does not have a large worker base in the immediate area to support substantial office uses at the site.

Setting: Incompatible with adjacent uses – sandwiched between a large sports park and a community recreation center, and 

adjacent to existing single family detached homes, the Passerelle site would be far more appropriate for residential development

than commercial development. 

Size of Development: Too large for perceived potential users – To the extent that office developers and brokers thought that 

there might be any demand for office in this location, the overwhelming consensus was that demand would come primarily from 

small-space users such as doctors, dentists, real estate agents, insurance agents, financial advisors, etc. Many of these users 

require less than 1K sf of space and likely could be served within the Town Center portion of Horse Creek Ridge.  With 157K sf of 

office proposed at Passerelle, most of those interviewed felt it would be difficult to reach full occupancy and stay full.

Financing – Poor opportunity for multi-tenant building – The vast majority of lenders for new office space typically want to see 

an up-front commitment with a long-term lease from a large user to reduce the risk of maintaining vacant space. According to 

conversations with office leasing agents, it is unlikely that a large user would be interested in locating at Passerelle. 

Impact of COVID-19 – Devasting to the office market – COVID-19 has had multiple negative long-term impacts on the office 

market: business failures have increased vacancy rates, work-from-home flexibility has decreased the demand for office space, the 

amount of space available for sub-lease has increased substantially, and rents have flattened and likely will fall for years to come. 

According to one broker, “The speculative office market is completely dead and will be for years.”

Vacancy Rate – High & Rising – In the IN market, vacancy shot up from +/-9% pre-COVID to +/-12% in 4Q 2020, and is expected 

to continue to rise. In the county as a whole, the vacancy rate is now 12%. Including space available for sublet, the availability rates 

are even worse, +/-15% in the IN and +/-16% in the county. 

Future Supply (County)  – Over-supplied – There is 118M sf of existing space. +/-3.1M sf is under construction, the most in over 

a decade, and most of which has not been pre-leased. (Source: CoStar) Brokers are very concerned that the additional supply 

coming to market is going to push vacancy rates even higher and depress rents.

Future Supply (IN)  – Over-supplied – There is currently 6.9M sf of existing space, of which 1.0M sf is vacant. There is +/-3.8M sf 

planned in new developments, representing 55% of what currently exists. Our analysis indicates that there will be demand for only 

+/-566K sf of space in total over the next 10 years.  As such, between current available space and potential future space, the IN 

could be over-supplied by as much as 4.3M sf in 10 years. (Sources: CoStar and office brokers)

Conclusion – Office is not a viable market opportunity at Passerelle.
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New For-Sale SFD Homes in North San Diego County
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Chaparral Pointe

• Fallbrook

• Horse Creek Ridge

• DR Horton

• 2.6K sf lots

• Sold-out

These are some examples of small-lot SFD for-sale projects now selling or recently sold-out in the north San Diego County market. As 

envisioned, SFD product at Passerelle would emulate some of the best and most popular attributes of these projects.

Summer

• Valley Center

• Park Circle

• Shea Homes

• 2.9K sf lots

• Active

Bear Peak

• Valley Center

• Park Circle

• KB Home

• 2.5K sf lots

• Sold-out

Reflection

• Escondido

• Canopy Grove

• Lennar

• 2.5K sf lots

• Active

Arroyo Vista

• Vista

• Meritage Homes

• 3.2K sf lots

• Active

Laurel Creek

• Vista

• DR Horton

• 2.5K sf lots

• Active
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Regional Location
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• Passerelle is located in the 

community of Fallbrook (near the 

border with Bonsall), in the IN area of 

San Diego County.

• Recent new home development at 

the NEC of SR76 and I-15 has 

established the ability of this 

geographic area to draw residents, 

many of whom work in nearby 

downtown Fallbrook.

• I-5 (coastal) and I-15 (inland) are the 

two interstate highways connecting 

San Diego with the rest of southern 

California to the north. 

• SR76 stretches all the way from I-5 

on the coast to I-15 inland (location 

of Passerelle). Traffic volumes on 

SR76 are significantly higher on the 

coast (145K AADT) than inland near 

the Subject (30.5K AADT)

• Traffic volumes are higher on I-5 at 

SR76 (174K AADT) than at I-15 and 

SR76 (151K AADT). 

AADT – Average Annual Daily Trips. Volumes 

are measured in both directions. The traffic 

counts quoted above are the direction with the 

highest AADT. Sources: Cal-Trans & SANDAG

Temecula:

12 miles

Oceanside:

Business Parks: 13 miles

Downtown 17 miles

Escondido:

15 miles

Downtown 

San Diego:

45 miles

Inland North 

market area 

(approximate)
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Community Location
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Escondido:

15 miles

• Passerelle is located in

unincorporated San Diego 

County, in the community 

of Fallbrook.

• Nearby communities 

include Bonsall and the 

west side of Valley Center.
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Passerelle Acreage Estimates
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• Current zoning:

Professional Office

• Total developable site 

area:

+/-10.5 acres

• Site 1 (North): +/-2.6 

acres 

• (APN 108-120-62-00)

• Site 2 (South): +/-7.9 

acres 

• (APN 108-120-61-00)

Color coding for illustrative purposes only. 

Colors do not correspond to zoning.
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Horse Creek Ridge Site
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• Horse Creek Ridge is the marketing name for Campus Park.

• The mixed-use community was approved for 751 SFD homes in 7 

neighborhoods; 157K sf of professional office (the Subject 

parcels); 61.2K of town center commercial space (not yet 

developed); and the Palomar College Campus site (temporary 

structures on site but closed due to COVID-19).

• Home sales began in November of 2017. The community is now 

almost completely sold out (1 home left). Estimated annual sales: Site 1: 

North

Site 2: 

South

Town Center 

site 62K sf 

commercial

Palomar

College

Sport 

Park

Rec 

Center

Rec 

Center

751 

SFD 

Homes

2017: 76  (opened Nov.)

2018: 279  (7 projects)

2019: 276  (6-7 projects)

2020: 114  (2-4 projects)

2021: 6 (sold-out)
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Horse Creek Ridge Amenities
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Horse Creek Ridge Sports Park

Subject Site 2 (South) is directly adjacent to 

the northern end of the Sports Park

Subject Site 1 (North) is directly adjacent to 

the southern end of the Harvest House

In addition to the Sports Park and 2 

recreation areas, Horse Creek Ridge 

contains 6 “pocket parks” or “tot lots”.

Note: Subject residents will have use of the Sports Park, 

hiking trails and tot lots at Horse Creek, but may or may 

not be able to access the private HOA recreation facilities.



Clarity Real Estate Advisors

Passerelle Subject Site Images
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1
2

3

1. Site 1 looking NW from NEC 2. Site 1 looking NE from NWC

3. Site 1 looking NE at I-15 from NEC 

North

4. Site 2 looking SE from S side of Site 1

4

5. Site 2 looking S from N end

5

6. Site 2 looking NW from above the 

Sports Park

6

Harvest House 

Rec Center

Sports Park

Palomar

College

Community signage

Site 1: North

Site 2: South
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Passerelle – Conceptual Office Site Plan
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• Conceptual site plan for Professional Office, showing 40K sf on the North site and 117K on the South site.

• Coverage ratios are 35% for the North and 34% for the south. 

• This plan assumes 2-story office buildings with surface parking. 
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Passerelle – Conceptual Residential Plan
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• Conceptual site plan for for-sale small-lot SFD, showing 35 homes on the North site and 103 on the South site.

• Includes 3-story homes with direct-access side-by-side 2-car garages, but without full-length driveways.

• All the homes have private side-yard space (the homes are not ZLL).

• The plotting is similar to Chaparral Pointe, a popular project already built in Horse Creek Ridge (sold-out 2019).

• The homes will be located within one-quarter of a mile, or less than a 10-minute walk, from the Town Center’s commercial uses, HOA 

recreational facilities, and parks, and within one-half of a mile of trails and open space areas. 

• The small-lot SFD units will provide housing opportunities for a variety of income levels within the Horse Creek Ridge community with 

access to a variety of amenities    
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Passerelle – Conceptual Town Center Plan
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• Conceptual site plan for commercial uses at the Town Center site, totaling +/-61.2K sf.

• This plan assumes 1-story buildings with surface parking.

• The market viability of the Town Center site is not part of this market analysis; however, the proposed Town Center commercial space 

is being taken into consideration regarding future supply and demand conditions that might impact the market viability of the Subject 

parcels for Professional Office uses. 

• Potential Professional Office tenants can be accommodated at the Town Center site.
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Major Developments E of I-15 at SR76
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Palomar College Campus. Temporary 

classrooms & admin buildings are on site. 

On-site classes closed due to COVID-19.

Homes almost all 

sold-out, parks 

complete, no 

commercial 

developed to date.

Site improvements 

underway. Plan to 

begin home sales 

in 2Q/3Q 2021. No 

commercial. 844 

homes if school is 

built, 886 if not.

No site activity to 

date. Substantial 

amount of 

commercial uses 

planned. 

Residential is MF.

Site 1: North

Site 2: South

Note: This is not 

the final site plan 

that was approved 

for Meadowood.
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Active & Future Developments – SR76 & I-15
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SEC SR76 & I-15, purchased by 

the Pala Band of Mission Indians. 

There are no plans available at this 

time regarding possible future plans 

for the development of the property. 

Current zoning is Rural Residential.

NE quadrant developments:

Campus Park: (Horse Creek Ridge): 

751 SFD homes (almost complete), 

157K sf office, 61.2K sf town center

Meadowood: (grading): 844 or 886 

ATT & SFD homes

Campus Park West: 283 ATT 

homes, 120K sf office/light 

industrial, 503.5K sf commercial

Palomar College Campus

9 gross acres, zoned A70, had an 

offer at $1.5M for multi-family

($4 per sf), but deal fell apart over 

costs and entitlements.

Aurora Heights, 104 new SFD 

homes by Beazer Homes. Home 

prices $650K to $720K.

37 gross acres, 10 ac approved 

comm’l, remainder is zoned 

residential. Asking $7.0M as is 

($4.00-$4.50 per sf).

14 gross acres, +/-5 ac comm’l 

zoned, rest is A70 residential, 

asking $1.25M ($2 per sf on gross, 

$5-$6 per sf on comm’l).

Rainbow MWD property, +/-20 ac. 

developable, currently A70 zoning 

with public use overlay.

Residential site, had a Final Map 

for 47 lots, but County was 

requiring major revisions. Asking 

price was $1.75M ($37K/lot). Sold 

in 2018 for $350K.

CalTrans excess right-of-way 

parcel rumored to be going to 

auction in next few months. First 

priority to affordable housing.

Site 1: North

Site 2: South

Park & Ride
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• Most north San Diego County job centers, as well as south Riverside, are within what local sales agents deem to be an acceptable 30-

minute rush hour drive time from Passerelle (Escondido, San Marcos, Vista, Oceanside, north Carlsbad and Rancho Bernardo). Downtown 

San Diego would be +/-60 minutes.

• The majority of potential residents at the Passerelle site are expected to work in the IN area. Residents will be able to make use of a Park & 

Ride center at the northwest corner of I-15 and SR76.

Rush Hour Commute Times

24
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Location of Work
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• Among people who currently live in 

zip codes 92028 (Fallbrook, location 

of Passerelle) and 92003 (Bonsall, 

just to the south), the highest 

concentration work in the downtown 

Fallbrook area.

• Almost 44% of local residents work 

within 10 miles of their place of 

residence, and another 30% work 

within 25 miles.

• A fair number of local residents

commute north to jobs in south 

Riverside County. 

• Horse Creek Ridge has already 

proven that households are willing 

to buy SFD homes in the immediate 

area.

• The Passerelle site is appropriate 

for for-sale SFD housing.



SANDAG 
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SANDAG – Overview & Projections
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• SANDAG – the San Diego Association of Governments – is a regional public agency uniting information sharing, strategic planning and 

policy making among the 18 cities and county government in San Diego County.

• SANDAG periodically publishes growth forecasts for the San Diego region and submarkets within the region. SANDAG’s forecasts are

widely used by policy makers in guiding decisions regarding future planning and development needs and expenditures.

• The last forecast put out by SANDAG was the Series 13: 2050 Regional Growth Forecast (SR13), published in 2013.  

• SANDAG is well into the process of preparing their next forecast, SR14, which is expected to be officially released in 2021.

• SANDAG provided us with some of their preliminary updated forecasts for job growth in the region as a whole and for the submarket in 

which Passerelle is located – the North County East Major Statistical Area (MSA 5). Although not yet official, we have utilized these new 

forecast figures as the basis for projections of future growth job in the county and MSA 5.  

Series 13 is latest forecast, soon to be 

replaced by Series 14.
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SANDAG – Smart Growth Map
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In 2004, SANDA adopted the Regional Comprehensive Plan (RCP) for the San Diego region. The RCP, which was incorporated into San Diego 

Forward: The Regional Plan, provides a vision for the region based on smart growth and sustainability. Part of this process was the 

development of a Smart Growth Concept Map (SGCM). The most recent update of the technical map was completed in May 2016 (shown 

below). There are seven smart growth “place types” reflecting the notion that smart growth is not a “one-size-fits-all” endeavor.  The Subject is 

located in the inset map with the location designation “CN-2”. As such, the Subject is in a SANDAG smart growth location.
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SANDAG & CoStar Submarkets
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• Passerelle is in the SANDAG North County East Major 

Statistical Area (MSA 5). To estimate future demand for 

office space at Passerelle we are utilizing SANDAG’s 

SR13 forecasts for population and housing growth and 

SANDAG’s upcoming SR14 preliminary forecasts for job 

growth.

• For information on supply and demand trends for office 

space we are utilizing data from the commercial data 

provider CoStar. The CoStar submarkets that most 

closely match with the SANDAG North County East 

MSA include four areas (which we are collectively 

referring to as the “Inland North” market):

➢ 23 – Outlying SD County North

➢ 9 – Escondido

➢ 29 – San Marcos

➢ 39 – Vista

• The SANDAG and CoStar areas do not 100% align. The 

primary difference between the CoStar IN submarket 

and the SANDAG North County East MSA 5 is that the 

CoStar area includes the community of Ramona, while 

SANDAG does not. The population of Ramona is only 

about 20K and represents only about 4% of the 460K 

population in the SANDAG North County East MSA 

(480K if Ramona is added). We have concluded that the 

aggregate CoStar IN and SANDAG North County East 

MSA areas are similar enough for our analytical 

purposes.

SANDAG MAJOR 

STATISTICAL AREAS

COSTAR SUBMARKETS 

(CMA outlined in black)



Clarity Real Estate Advisors

SANDAG Projections – County – Pop/HHs

30

• Population growth from 2020 to 2035 in the county is projected at about 27.9K per year.

• Occupied housing unit growth from 2020 to 2035 is projected at about 9.9K per year (SF 2.2K per year, MF 7.8K per year).

Source: SANDAG SR13  Regional Growth Forecast, released in 2013. The forecast is in the process of being updated with new estimates to be available by the end of 

2020 (SR14). According to SANDAG, the new forecast numbers for population and housing units are not expected to be substantially different than forecast in SR13.

Multiple Family (MF) 

could include rental 

or for-sale homes.
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SANDAG Projections – MSA 5 – Pop/HHs
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• Population growth from 2020 to 2035 in MSA 5 is projected at about 4.0K per year.

• Occupied housing unit growth from 2020 to 2035 is projected at about 1.3K per year (SF 664 per year, MF 634 per year).

• MSA 5 currently represents 14% of the countywide population and 13% of the countywide supply of housing units.

Source: SANDAG SR13  Regional Growth Forecast, released in 2013. The forecast is in the process of being updated with new estimates to be available by the end of 

2020 (SR14). According to SANDAG, the new forecast numbers for population and housing units are not expected to be substantially different than forecast in SR13.

Multiple Family (MF) 

could include rental 

or for-sale homes.
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SANDAG Projections – Job Forecasts
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San Diego County Region

• SR13 projected civilian job growth from 

‘20-’50 totals 287K, or 9.6K per year. 

• For SR14, SANDAG has preliminarily 

increased their 30-year growth projection 

to almost 377K, or about 12.6K per year.

• COVID-19 is expected to substantially 

impact near-term job conditions (the next 1 

to 2 years), but SANDAG has indicated 

that they do not expect the virus to 

significantly alter their 2050 projections.

North County East (MSA 5)

• SR13 projected civilian job growth from 

‘20-’50 totals 41K, or 1.4K per year. 

• For SR14, SANDAG has preliminarily 

increased their 30-year growth projection 

to over 45K, or about 1.5K per year.

• The share of countywide jobs in MSA 5 is 

projected to increase from 11% in 2020 to 

12% in 2050.

Source: SANDAG SR13  Regional Growth Forecast, released in 2013. The forecast is in the process of being updated with new estimates to be released in 2021 (SR14). 

According to SANDAG, the new forecast numbers for population and housing units are not expected to be substantially different than forecast in SR13.

North County East (MSA 5)

Original Forecast (2013)

Category 2012 2020 2035 2050 Total Annual Change Annual

Total Jobs 150,648 172,596 196,823 213,773 24,227 1,615 41,177 1,373

Civilian Jobs 150,648 172,596 196,823 213,773 24,227 1,615 41,177 1,373

Military Jobs 0 0 0 0 0 0 0 0

Preliminary Updated Forecast (2020)

Category 2012 2020 2035 2050 Total Annual Change Annual

Total Jobs - - 169,510 192,524 214,563 23,014 1,534 45,053 1,502

Civilian Jobs - - 169,510 192,524 214,563 23,014 1,534 45,053 1,502

Military Jobs - - 0 0 0 0 0 0 0

Change in Forecast 2020 vs. 2013

Category 2012 2020 2035 2050 Total Annual Change Annual

Total Jobs - - -3,086 -4,299 790 -1,213 -81 3,876 129

Civilian Jobs - - -3,086 -4,299 790 -1,213 -81 3,876 129

Military Jobs - - 0 0 0 0 0 0 0

2020-2035 2020-2050

2020-2035 2020-2050

2020-2035 2020-2050

San Diego County Region

Original Forecast (2013)

Category 2012 2020 2035 2050 Total Annual Change Annual

Total Jobs 2,093,526 1,624,124 1,769,938 1,911,405 145,814 9,721 287,281 9,576

Civilian Jobs 1,346,969 1,520,180 1,665,994 1,807,461 145,814 9,721 287,281 9,576

Military Jobs 746,557 103,944 103,944 103,944 0 0 0 0

Preliminary Updated Forecast (2020)

Category 2012 2020 2035 2050 Total Annual Change Annual

Total Jobs - - 1,667,500 1,870,403 2,051,357 202,903 13,527 383,857 12,795

Civilian Jobs - - 1,561,356 1,757,591 1,938,545 196,235 13,082 377,189 12,573

Military Jobs - - 106,144 112,812 112,812 6,668 445 6,668 222

Change in Forecast 2020 vs. 2013

Category 2012 2020 2035 2050 Total Annual Change Annual

Total Jobs - - 43,376 100,465 139,952 57,089 3,806 96,576 3,219

Civilian Jobs - - 41,176 91,597 131,084 50,421 3,361 89,908 2,997

Military Jobs - - 2,200 8,868 8,868 6,668 445 6,668 222

2020-2035 2020-2050

2020-2035 2020-2050

2020-2035 2020-2050
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Mortgage Interest Rates
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• As of mid-January 2021, the average conventional 30-year fixed rate mortgage was 2.8%.

• Recent rates are the lowest on record.

• Low interest rates have improved housing affordability but are leading to some degree of asset inflation.

• More prospective home buyers are entering the housing market thanks to the low rates.

• Low rates are also fueling a refinancing boom.

• While low rates are a positive for buyers, low rates can also result in “rate lock” where an existing homeowner with a low mortgage rate 

and payment decides to stay put in a home instead of purchasing a higher priced home and incurring higher monthly housing payments 

and potentially higher taxes as well. 
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Job Change – 2001 to 2020
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• Prior to the COVID-19 economic lockdown which began in mid-March 2020, the San Diego economy had been adding jobs.

• Major shocks have derailed the San Diego economy twice in the last 20 years: the Great Recession from about 2008 through 2010, and 

the current COVID-19 crisis.  The local economy eventually recovered from the Great Recession, and economists are projecting that 

positive year-over-year job growth will return to San Diego in 2021.

• As of February of 2020 (pre-COVID-19), the San Diego economy had added 27K jobs YOY, which was above the 20-year average of 16K 

jobs per year. Excluding the Great Recession from 2008 through 2010, San Diego has added an average of 24K new jobs per year since 

2000.

Source: CA EDD
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Monthly Job Change – 2020 vs. 2019
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• Just before the virus hit, year-over-year job growth in February of 2020 was 27K; substantially higher than the same month in 
2019 (18K).  The economy was accelerating in 2020 before the virus hit.

• As adjustments have been implemented to help cope with the virus, many jobs have already returned. From peak year-over-year 
job losses of (-206K) in April, the job count was down “only” (-106K) as of December, a gain of 100K jobs. 

• It is worth noting that while SANDAG expects that the impacts of COVID will be severe in the short-term, they do not expect 
substantial long-term negative impacts on their projections for future job growth in the region. 

Source: CA EDD
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# Unemployed – 2000 to 2020
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• Job losses due to fall-out from COVID-19 quarantines pushed the number of unemployed workers in the county to a record high of almost 

240K in April of 2020.  The prior high had been about 169K at the depth of the Great Recession.

• Some workers have dropped out of the workforce, however many others have returned to work. As of December, the number of workers 

unemployed in San Diego County had dropped to under 127K – or +/-42K less than during the worst of the Great Recession.

• It is worth noting that despite record high unemployment, the housing market in San Diego County is currently quite strong as those who 

do have jobs and qualify for a mortgage are taking advantage of record-low interest rates.

Source: CA EDD
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Unemployment Rate – 2001 to 2020
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• Moving in tandem with the rise in the number of workers without jobs, the unemployment rate spiked to over 15% in April and May of 2020.

• As workers have found employment, the unemployment rate dropped to 8% in December of 2020, which is well below the worst years of 

the Great Recession (+/-11%).

Source: CA EDD



Clarity Real Estate Advisors

Unemployment by Industry – Dec 2020
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• As a popular tourist destination, San Diego has always had a high proportion of jobs in the leisure & hospitality sector.

• With COVID-19 restricting travel, and major theme parks shut down, the leisure & hospitality sector has been particularly hard hit, with 

year-over jobs losses totaling 53K positions. 

• Pre-COVID, the leisure & hospitality sector represented 13% of all jobs in the county.

• Leisure & hospitality represents 50% of the jobs lost in the county post-COVID.

• Leisure & hospitality jobs tend to be at the lower end of the pay spectrum. As a result, leisure & hospitality job losses are hitting the 

apartment market harder than the for-sale market, as the lower leisure & hospitality incomes preclude many households from being able to 

afford to buy a home (unless it is the second income in a dual-income household).

Source: CA EDD
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SANDAG Commentary on COVID-19 Impacts
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• After topping 25K permits per year for most of the 1980s, San Diego County has not topped 20K permits in any year since.

• A look at the data from the last 40 years shows a dramatic decline in the number of new homes built. Housing growth has failed to keep up 

with the demands of a growing population and economy. As a result, prices have steadily risen. 

• Since 2006, permit activity has averaged just 7.4K per year, topping 10K only twice (10.8K in 2016 and 10.4K in 2017).

• Permit activity in the IN market also peaked in the 1980s (topping 10K per year each year from 1984 through 1988).

• As large master planned communities located in the IN market such as Discovery Creek and San Elijo Hills got built out from the 1980s to 

2000s, and were not replaced by other new communities, the IN share of county-wide permits declined from the 25% to 35% range prior to 

the mid-1990s, to under 25% since 2010.

• The declining share of the IN market is an indicator that not enough new housing is being built in the submarket, not a lack of demand. 

From that perspective, offering residential uses at Passerelle would be a logical choice.

Source: Dept. of Housing & Urban Development
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Building Permits – Single Family
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• The IN market has typically had a higher proportion of the SFD home market than the MF market (see following page).

• While the IN’s share of total permits has generally declined over the last few decades (see prior page), it’s share of SFD permit activity has 

consistently represented over 25% of the county, and usually over 30%.

• Several large communities opened in the second half of the latest decade that contributed to the IN market share topping 40% in 2018 and 

2019, and 50% in 2020; however, those communities are now either sold-out or nearing sell-out (Rancho Tesoro in San Marcos, Harmony 

Grove just west of Escondido and Horse Creek Ridge in Fallbrook). 

Source: Dept. of Housing & Urban Development
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Building Permits – Multi-Family
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• The majority of housing built to serve this market has been SFD homes.

• Since 1991, the IN has topped 1.5K MF units only once (2005) and has not topped 1.0K units since 2006.

• Since 1991, the IN market has averaged just 511 MF units per year (12% of the countywide total).

• The lack of MF building for almost the last 30 years could indicate that there might be pent-up demand.

Multi-family permits 

can be for rental or 

for-sale homes.

Source: Dept. of Housing & Urban Development
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Building Permits – Inland North Mix

45

• Since 1980, 62% of all permits issued in the IN market were SFD and 38% MF.  In the 2010s the ratio was still 63% SFD and 37% MF.

Source: Dept. of Housing & Urban Development



Clarity Real Estate Advisors

Building Permits – Inland North by Submarket
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• Unincorporated San Diego County, which includes Fallbrook and Bonsall (but also portions of east and south county) has represented 57% 

of permit activity in the IN market over the last 40 years.

• Market share has been relatively even in Escondido (15%), San Marcos (15%) and Vista (12%) over the same time period.

• Activity in the unincorporated county has plummeted from 48K permits in the 1980s to just 7K in the 2010s.

• From a demand standpoint, based on historical activity, it appears that the unincorporated county area could support substantially more 

permit activity than actually occurred over the past 10 years. This would indicate that a location such as Passerelle could be a viable 

opportunity for new residential development.

Source: Dept. of Housing & Urban Development
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Building Permits – Inland North by Decade
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• Over the last 4 decades, 54% of all permits 

were issued in the 1980s (81K).

• Reflecting a diminishing supply of land and 

less political support for new development, 

only 10% of permits were issued in the 2010s 

(15K).

• The IN market is clearly undersupplied for 

new housing today compared to past 

decades, supporting the opportunity for 

residential at Passerelle.

Decade Escondido San Marcos Vista

Unincorporated 

County Total % of Total

1980s 14,535 5,714 12,278 48,229 80,756 54%

1990s 3,141 3,977 2,077 13,665 22,860 15%

2000s 3,188 9,262 1,543 16,404 30,397 20%

2010s 1,564 3,884 2,743 7,228 15,419 10%

Total 22,428 22,837 18,641 85,526 149,432 100%

% of Total 15% 15% 12% 57% 100% - -

Submarket Total Permits Permits by Decade

Source: Dept. of Housing & Urban Development
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Office – San Diego Submarkets (CoStar*)
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• Passerelle is located in the CoStar Outlying 

SD County North submarket (23).

• We have defined a competitive market area 

(CMA) that closely aligns with what SANDAG 

calls the North County East MSA 5. Supply 

and demand conditions relative to the 

Passerelle property are impacted by trends 

within the CMA, which includes the CoStar 

submarkets of:

➢ 23 – Outlying SD County North

➢ 9 – Escondido

➢ 29 – San Marcos

➢ 39 – Vista

• We have named the CoStar market area 

encompassing the above submarkets as the 

“Inland North” market area.

* CoStar is a nation-wide data provider of 

commercial market information (office, 

industrial, retail, multifamily, hospitality and 

land). CoStar aggregates information from a 

variety of primary and secondary sources.
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General Outlook for the Office Market

• COVID-19 is expected to have a lasting negative impact on the office market.

• For at least the next few years, companies going out of business are expected to exceed new start-ups or 

companies looking to expand their office footprint, pushing vacancy rates up.

• COVID-19 has accelerated the work-from-home trend which had already been slowly rising for years. This will 

negatively impact the demand for new office space. 

• Prior to COVID-19, the office market had been strong in both the San Diego region and the IN market.

Inland North Office Stats & Trends (per CoStar)

• There is 6.9M sf of office space in the IN market; +/-6% of the county as a whole (118.7M sf). The south Riverside 

market has 6.6M sf of office.

• Vacancy and availability rates are similar in the IN and the county as a whole.

• As of 4Q 2020, the IN vacancy rate was 11.4% (9.8% in 4Q 2019) vs. 11.5% in the county (9.1% in 4Q 2019).

• As of 4Q 2020, the IN availability rate was 14.9% (11.3% 4Q 2019) vs. 15.7% in the county (12.1% 4Q 2019).

• There is +/-792K sf of vacant space and +/-1.03M sf of available space in the IN market.

• The average lease rate in the IN ($26/sf) is lower than the county as a whole ($35/sf); the lease rate in the Outlying 

SD N market is $23/sf, and south Riverside is $24/sf.

• +/-3.0M sf of new office space was under construction in the county as a whole as of 4Q 2020 – the highest in 12 

years. According to CoStar (4Q 2020 report): 

“San Diego has more speculative office space under development than at any other time in the past decade, and 

almost none of it is pre-leased. That will add further upward pressure on San Diego’s vacancy rate once it begins 

delivering this year.”

• CoStar estimates office absorption was (-1.8M) sf over the L12M in the county .
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Office – Broker Insights (1 of 2)
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Office brokers familiar with the IN and/or Fallbrook and Bonsall markets were interviewed to gain insights into overall office 

market trends and trends in the local market.  Highlights of the interviews are presented below.

General Outlook for Office Space

• More brokers were pessimistic than optimistic regarding future opportunities for new office space.

• The overwhelming consensus is that vacancies are going to rise over the next 1-2 years as some businesses fail, 

and fewer new business start up to take their place.

Work From Home vs. Working in an Office

• The work-from-home movement has been accelerated by COVID-19. It is highly likely that a portion of former office 

workers now working from home will not return to an office work environment at all.  Others may return to an office only 

on a part-time basis. Both of these trends could reduce the demand for office space in the future.

• Some brokers note that there is already a growing recognition of the benefits of employees working together in a 

central office as opposed to the increasingly apparent shortcomings of remote working and on-line video calls. 

However, even brokers who are optimistic about workers returning to offices recognize that open-space floor plan 

layouts may transition to a return to more private space. Some believe that this may increase the demand for 

office space as each employee may need more space than in an open plan.

• The housing market has seen a surge in demand for homes with a home office, den, or extra bedroom that can serve 

as an office space. Work from home is freeing up many people to live in areas that might not have been possible for 

them even six months ago.

Comments on Potential Office Users at Passerelle

• Although brokers like the freeway access and visibility of the Passerelle property, all felt that any demand for office 

space in the area would be limited to local-serving users such as doctor’s offices, dentists, attorneys, insurance 

companies, real estate agents, and the like.  Many of these users only need around 1,000 sf of space. Under current 

zoning, all of these uses could be accommodated in the Town Center site in Horse Creek Ridge. Lack of a major space-

using tenant would make it difficult for an office developer to obtain financing at Passerelle. 
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Office Demand at I-15 & SR76

• There is a feeling that Fallbrook is already an adequately served office market, and the River Village center (185K sf) 

captures the local demand from northeast Oceanside, Bonsall and Fallbrook (4.7 miles west of I-15 & SR76). 

• Despite all of the new housing being built near SR76 and I-15, most brokers felt that there is not enough of a nucleus

of households to warrant much more than about 20K to 40K sf of office space to serve the area, and that it would be 

very difficult to get a speculative office developer to build in anticipation of these types of users.

Broker Quotes on the Office Market

• “The speculative office market is completely dead and will be for years.”

• “To finance a new office building, you need a solid long-term 10-15-year lease commitment from a credit tenant. Good 

luck with that.”

• “Office vacancies are going to rise and demand is going to fall for years to come.”

• “A government anchor is no guarantee of demand for other office users. San Marcos city hall area has struggled.”

• “Larger tenants want to be close to a large population base. The local area just doesn’t have it and it won’t.”

• “Do not build 2-story buildings with ground floor retail and office above – it won’t work.”

• “Watch. People will start working in offices again sooner than later. Jobs will come back and there will be demand 

for office space.”

Office Land Value at Passerelle

• “There is no demand so there is no value.”

• There is very little interest in office land today. Estimated values for entitled office land in the SR76/I-15 ranged from 

about $4 to $8 per square foot (about $175K to $350K per acre).

• But, every broker with land available says that they can go years with no offers, so estimated values for the area may 

be high because little to nothing is transacting to be able to truly gauge a supportable value. 
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Wall St. Journal, August 4, 2020

McKinsey Global Institute, November 23, 2020

FlexJobs, December 21, 2020

Cushman-Wakefield, 1/19/2021
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• Speculative building in the mid-2000s and the Great Recession in the mid-to-late 2000s pushed vacancy rates in the county and in the IN 

market to over 14% in 2009. Until COVID-19 hit in March 2020, vacancy rates had been trending down and were at +/-9% in Q4 2019.

• The economic slowdown caused by COVID-19 is pushing vacancy rates back up as many businesses are struggling to survive or have 

shuttered. The vacancy rate in the county and the IN market has risen over 300 bp since Q4 2019, hitting 12% in the county in Q4 2020.

• The Outlying SD County North market has less than 1% of the office inventory in the county, consisting primarily of 1, 2 and 3-star 

properties (on a scale of 1 to 5 with 5 being best). With a relatively low inventory of space, and with very low rents compared to other parts 

of the county, office vacancy rates in the Outlying SD County North market have typically been lower than in the county as a whole and the 

rest of the IN market. While vacancy is typically lower in the Outlying SD County North market, rates have more than doubled over the last 

few years, rising from around 3% in 2016, to almost 7% today.

Source: CoStar
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Office – Availability Rate
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• Available space includes vacant space plus space that is already leased but is on the market (typically is relet/sublet space).

• Reflecting the negative impacts of COVID, the availability rate in the county and the IN market has increased +/-400bp in the last year, 

reaching almost 16% in the county and 15% in the IN; the highest levels since the worst of the Great Recession in 2009/2010.

• Office spaces in the Outlying SD North market tend to be smaller (median +/-2K sf), on average, than in other parts of the county (median 

size of top 40 largest leases in the county over the L12M was 46K sf), resulting in less relet activity in the IN market than the county. 

Source: CoStar
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• Reflecting the negative impact that COVID-19 is 

having on the economy, net absorption of office space 

in the county as a whole was (-1.8M) sf over the 

L12M.

• CoStar is projecting that there will be negative 

absorption of just (-56K) sf over the next 12 months. 

Given current weakness in the office market, that 

projection appears to be overly optimistic. 

• Over the L12M, the Outlying SD County N market 

experienced positive absorption of 390 sf.

• There is currently only about 43K sf of space 

available in the Outlying SD County N submarket, 

representing a 5.8% vacancy rate.

• The remaining IN submarkets have significantly more 

space available than the Outlying SD County N 

market:

• Escondido: 251K available, 9.4%, L12M (+44K sf)

• San Marcos: 149K available, 8.6%, L12M (-47K sf)

• Vista: 354K available, 19.7%, L12M (-43K sf)

• Total: 754K available)

Source: CoStar
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Office – Lease Rate
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• Lease rates in the IN market, and particularly in the Outlying SD North area, are substantially lower than the county average.

• The current average lease rate in the Outlying SD North market is only about $23 psf per year, compared to about $35 in the county as a 

whole and $26 in the IN market.

• Since 1999, lease rates have increased 73% in the county and the IN, and 86% in Outlying SD North. The slower rent growth in the IN 

market is reflective of higher vacancy rates than in the Outlying SD North market.

• Low lease rates translate into lower returns for investors and are a deterrent to the construction of new office space in the Outlying SD 

North market.  Lower lease rates also translate into lower achievable land values than in higher rent locations.

Source: CoStar

Change in Lease Rate

Period

San Diego 

County

Inland

North

Outlying SD 

County N

99Q2-20Q4 73% 73% 86%

CAGR 2.7% 2.6% 3.0%
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Office – Lease Rate Comparison
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• Annual lease rates range from under $25 per square foot in the Outlying SD County N and San Ysidro / Imperial Beach markets, to 

over $45 per square foot in Del Mar Heights, Carmel Valley and UTC. 

• The Outlying SD County N market has the lowest average lease rates out of the 38 San Diego area submarkets.

• Low lease rates in the Outlying SD County N submarket translate into low interest from developers for new retail construction and lower 

land values. Most new construction over the past 10 to 20 years in the submarket has been small owner/user or build-to-suit space.

Source: CoStar
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Office – New Construction
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• There is currently 3.1M sf of office space under construction 

in the county, about 8K in the IN market and none in the 

Outlying SD North market.

• With vacancy rates rising and lease rates expected to fall 

over the next 1 to 2 years, the pace of new office 

construction likely will slow over the next few years.

• Continued economic fall-out from COVID-19 and an 

acceleration of work-from home likely will result in less 

demand for new office space for at least the next few years 

and will further depress new construction.

Source: CoStar

Office Inventory & Under Construction - 4Q 2020

Geography

Current 

Inventory

Under 

Construction

Under 

Construction vs. 

Current 

Inventory

San Diego County 117,597,782 3,089,594 2.63%

Inland North 6,935,059 7,650 0.11%

Outlying SD County N 740,857 7,650 1.03%
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Office – Outlying SD County N
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• All of the office space in the Outlying SD County N submarket is rated as 1-3 Stars (5-Star is best) compared to 67% 1-3 Stars in the 

county as a whole.  Among the other IN submarkets, Vista also has no 4-5 Star space, but Escondido (8%) and San Marcos (38%) do 

have 4-5 Star space.

• Office space is intended to house employees of companies that produce a product or service primarily for support services such as 

administration, accounting, marketing, information processing, consulting, human resources, management, financial and insurance 

services, education services, medical services, and other professional services. Office buildings are characterized by work efficient floor 

plans, work areas, comfortable heating and cooling, cabling for phones and computers, and other conveniences. Most offices are 

configured for space to worker ratios of 150 to 300 sf per person or more, and less than 25% of the demised floor space is allocated to 

industrial or retail uses.  

• 1 and 2-Star space has a higher vacancy rate (7.0%) and higher availability rate (7.0%), than 3-Star space (0.0% / 0.0%), despite 

lower rents. This may be due the greater availability of 1 and 2-Star space (610K sf) compared to 3-Star space (131K sf).

• The current submarket vacancy rate of 5.8% is up from a 5-year low of 2.6% in Q4 2016, and a more recent low of 4.0% in Q3 2018.

Source: CoStar
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Office – River Village (Bonsall)
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• +/-5 miles SW of SR76 & I-15 interchange

• 5256 S. Mission Road, Bonsall, CA  92003

• Built 1990. Originally conceived as retail with 2nd-floor office, but retail struggled. 

Transitioned to primarily office and service-oriented businesses.

• 185,000 sf on +/-15 acres = 28% coverage ratio.

• +/-90% occupied (+/-18K sf available)

• $1.85 to $2.25 psf per month, gross.

• Mix of 1-2 story buildings. Surface parking. 

Daniel’s Market: 17,000 sf – closest 

full-service grocery store to I-15/SR76 

interchange. Many Horse Creek Ridge 

residents shop here.
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Office – Fallbrook Medical Arts

62

• +/-6 miles NW of Passerelle in downtown Fallbrook

• 521 E. Elder St., Fallbrook, CA  92028

• Built 1988. 30 parking spaces = 1 space/1,000 sf

• 32,760 sf on +/-2 acres = 38% coverage ratio.

• 13,132 sf available = 60% occupied

• $2.00 psf per month

• 2-story buildings. Surface parking. 
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Office – One Civic Center (San Marcos)
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• +/-13 miles S of Subject off Hwy 78 in San Marcos

• 1 Civic Center Dr, San Marcos, CA  92069 (San Marcos City Hall)

• Built 1995, 4-stories & 4-story parking structure

• 147,000 sf on +/-9 acres = 38% coverage ratio

• +/-22K sf available = 85% occupied (IRS & City of San Marcos major tenants)

• Vacant space has been available for 2+ years

• $2.55 psf per month (including janitorial), plus electric
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Commercial – Available Land – NWC SR76/Hwy 395
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• +/-2 miles SW of Subject at the NWC of SR76 & Old 

Highway 395

• +/-37 acres total, a +/-10 acre portion along SR76 is 

zoned commercial; remainder of site is residential 

(current zoning 1 unit per 2 acres)

• Zoning C44 & S-90

• Site has been on the market for +/-1.5 years.

• Has “several interested buyers” who are looking into 

entitlement and cost to improve questions

• Asking $7.0M = $189,189 per acre, about $4.00 to 

$4.50 per square foot.

County zoning map
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Commercial – Land – Pala Mesa
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• +/-0.5 miles W of Subject on Old Highway 395 (W of I-15)

• 1720 Old Highway 395, Fallbrook, CA 92003

• 9 gross acres, zoned A70

• Has been on the market for “some time”

• Offer a few years ago @ +/-$1.75M to build as self-

storage, if fully entitled, but deal fell apart (high costs & 

opposition from community planning group) = $4 to $5 psf

• Had an offer for $1.5M from MF builder, if fully entitled, 

but fell apart over costs; about $4 per square foot 

(estimated $60,000 per door)

• “No one wants to do retail or industrial on the site due to 

plans for development at sites east of I-15.”

• “Industrial developers say drayage costs are not favorable 

to build industrial/logistics/warehouse space here.”

Subject

1720 Old

Hwy 395
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Office – Land – San Marcos
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• 337 E. Carmel St., San Marcos (15 mi SW of Subject)

• Asking price $4,995,000, 6.24 acres  = $18 psf

• Site is currently in escrow (for the 4th time), likely below 

asking price, site has been on the market for 4+ years

• “No one is interested in the site for office or retail.”

• Current buyer is looking at the site for MF residential

Original office concept design
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Demand Estimate

All Office

Demand Component Categories

I. Existing Conditions

A. Occupied Office Space Sq.Ft. (CoStar 4Q 2020) 6,143,483

B. Total Office Workers (SANDAG 2020) 37,602

C. Existing Occupied Office Sq.Ft./Employee (A/B) 163

II. Projected Change in Office Demand from Job Growth

D. Annual Job Growth for Office Workers (SANDAG 2020-2050 rate) 433

E. Current Occupied Office Sq.Ft. Per Worker (C) 163

F. Projected Annual Change in Office Sq.Ft. Demand (DxE) 70,767

G. Less Changing Office Demand Due to Work-From-Home (F x -20%) -14,153

H. Projected Annual Office Demand Growth Sq.Ft. (F-G) 56,613

I. 10-Year Change 10

I. Projected 10-Year Total Change in Office Demand (Hx10) 566,135

III. Existing Office Capture of Future Demand

J. Existing Available Office Space (CoStar 4Q 2020) 1,032,948

K. Projected Increase in Available Space Thru 2021 Due to COVID (CoStar) 38,098

L. Total Available Office Space at End of 2021 (CoStar) 1,071,046

M. Remaining Demand for Space if All Demand Goes to Existing First (I-L) -504,911

IV. Potential Future New Supply of Office Space (Sq.Ft.)

N. Current under construction 7,650

O. Sierra (Newland) - North of Escondido on I-15 1,867,853

P. Campus Park (Passerelle) NE of SR76 & I-15 157,000

Q. Campus Park West (Pappas) NE of SR76 & I-15 120,000

R. University District (North City) - San Marcos - SR78/Twin Oaks 952,000

S. San Marcos Creek SPA (Creekside District) - W. San Marcos Blvd 589,000

T. Other Planned & Proposed Centers (CoStar) 104,332

U. Total Potential Future Office Sq.Ft. (total N thru T) 3,797,835

V. Total Estimated 10-Year Supply vs. Demand Conditions

I. Projected 10-Year Total Change in Office Demand (I) 566,135

L. Existing Available Office Space Thru 2021 (L) 1,071,046

U. Total Potential Future Office Sq.Ft. (U) 3,797,835

V. Total Over-Supply (-) or Under-Supply (+) of Office Sq.Ft. (I-(L+S)) -4,302,746

Office – Inland North Supply vs. Demand

67

• To determine future office supply and demand 

conditions in the IN market where Passerelle is 

located, we prepared estimates of potential 

demand for new office space (I & II to right) 

and compared that to space in existing office 

buildings (III) and known approved or 

announced new office buildings (IV).

• Demand was determined based on the current 

ratio of occupied office space to office workers 

(C) applied to projected future office job growth 

(D), less 20% to account for the work-from-

home trend (G) at the expense of brick and 

mortar space (while many workers are 

returning to offices, many others will not).

• Future demand (I) was compared to the current 

amount of available space (J), and additional 

space expected to become available due to 

COVID-19 (K). This shows that existing centers 

could absorb all future demand, and still have 

vacant space available (M).

• Future demand was also compared to the 

potential future supply of new office space (U), 

along with available space thru 2021 (L). If all 

the potential space is built as proposed, the IN 

market will be over-supplied by 4.3M sf over 

the next 10 years (V).

• IN supply and demand conditions do not 

support office space at the Passerelle 

property.

*

*An additional 779K sf of office is approved for The Triangle Specific Plan +/-16 miles north at I-

15/I-215 in Murrieta (Riverside County) that is not included in the Future Supply above.
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Office – Inland North Supply vs. Demand
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• Our analysis indicates that the IN market could have almost 4.8M square sf of office space available over the next 10 years compared to 

projected growth in demand of just about 566K sf.  The office market could be substantially over-supplied over the next 10 years.



Clarity Real Estate Advisors

Office – Alternative Local Supply vs. Demand
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• As an alternative to assessing demand for the 

entire IN market, we prepared a demand analysis 

based on just the area immediately encompassing 

current and future neighborhoods surrounding the 

intersection of SR76 and I-15.

• The IN market has 169,510 households and an 

estimated 37,602 office workers, for a ratio of 0.26 

office workers per household (F). The office worker 

to household ratio was applied to the local market 

(E x F=G), multiplied by the average sf of office 

space per worker (H), resulting in estimated 

demand at build-out of about 125K sf (I).

• Other than the Rainbow Water District office, there 

is no existing office space at I-15 and SR76. The 

closest space is at River Village, about 4.7 miles to 

the west (185K sf).

• There is 277K sf of office space approved at 

Campus Park and Campus Park West. Campus 

Park West has another 504K sf of commercial/ 

mixed-use that could include some office. Campus 

Park has another 61K designated commercial in a 

Town Center site, some of which could be office 

users. The possibility of office uses in the 504K at 

Campus Park West and 61K at Campus Park is 

not accounted for in the demand analysis.

• Excluding River Village, the local market will be 

over-supplied by about 152K sf if Campus Park 

and Campus Park west are built. Including River 

Village, the market could be as much as 337K sf 

over-built. 

• Local supply and demand conditions do not 

support office space at Passerelle.

Demand Estimate

All Office

Demand Component Categories

I. Local Household Count at Build-Out

A. Households at Build-Out - Campus Park, West & Meadowood 1,947

B. Existing Lake Rancho Viejo 720

C. Existing Via Altmira 91

D. Existing Rancho Monserate 191

E. Total Households (A+B+C+D) 2,949

II. Projected Office Demand from Local Households*

F. Inland North Office Workers per HH 0.26

G. Total Local Office Workers at Build-Out (ExF) 767

H. Average Office Space Per Worker 163

I. Total Localized Demand for Office Space (GxH) 125,271

III. Current & Future Supply of Local Office Space (+/-5 miles)

J. River Village (4.7 miles west of I-15/SR76) - current 185,000

K. Campus Park (Passerelle) NE of SR76 & I-15** 157,000

L. Campus Park West (Pappas) NE of SR76 & I-15*** 120,000

M. Total Local Future Supply (J+K+L) 462,000

IV. Estimated Supply & Demand Conditions at Build-Out

N1. Total Over-Supply (-) or Under-Supply (+) of Office (I-M) -336,729

N2. Conditions Excluding River Village -151,729

* This is demand for all office space and likely over-estimates locally generated demand as

many office workers work in Class A (5-Star) properties. Class A is not necessarily the type of 

office space anticipated to be built in the local market area, therefore overestimating demand.

**Campus Park includes an additional 61,200 sf designated for commercial uses in the Town Center

site. Some of this space could be used for local-serving office. None of this space is included in the

Future Supply shown above.

**Campus Park West includes an additional 503,500 sf designated for "commercial/mixed-use

core that could contain office space. None of this space is included in the Future Supply shown

above.
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For-Sale Residential – Inland North Market
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For for-sale residential product, 

the IN competitive market 

includes:

• Fallbrook

• Bonsall

• Valley Center

• Escondido

• San Marcos

• Vista

The comps profiled in detail for 

our analysis of the opportunity 

for for-sale residential at 

Passerelle are shown on the 

map to the right. There are other 

active for-sale new home 

projects in the competitive 

market that are not shown on 

the map.

Verano & Solara at Skyline, 

DR Horton, 2&3-story THs

Peak at Delpy, Lennar, 

2-story THs

Vela at Mission Lane, 

Beazer, Paired Homes

Bear Peak, KB Home,

small-lot SFD

Chaparral Pointe & Brindle Pointe, DR Horton,

small-lot SFD

Westbury, DR Horton

Conventional SFD

Aurora Heights, Beazer

Conventional SFD

Attached Home Projects

Detached Home Projects

Latitude at Rancho Tesoro, 

Brookfield, 3-story THs

Summer, Shea Homes,

small-lot SFD
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Summary of For-Sale Market Trends

72

General Outlook for the For-Sale Residential Market

• New home builders are optimistic that long-term demographic trends are favorable for for-sale housing.

• The new home market in San Diego has been under-supplied for 10+ years, creating a substantial shortage of new 

housing and providing underlying support for values.

• A low interest rate environment is very favorable for for-sale housing; however low rates could lead to asset 

inflation and undermine housing affordability.

• The future supply of housing will be inadequate to meet the projected demand.

For-Sale Residential Stats & Trends (Sources: Hanley, Ryness, Meyers, MarketPointe, Zonda)

• There are currently just 75 actively selling new home projects in all of San Diego County.  The average over the 

last 30+ years is 183, and in the 20 years from 1988 to 2008, the average was 236 active projects per year. The supply 

of new housing projects is down 59% compared to the long-term average and 84% compared to the ‘88-’08 average. 

The market peak was 363 projects in 2006 (current supply is down 79% from the peak).

• With less new home product available to sell, annual new home sales have plummeted over the last 10 years. The San 

Diego County market recorded about 3.8K new home sales in 2020, up 13% from 2019, but down 42% compared to 

the average from ‘88 to ’19 (6.6K), and down 57% from the ‘88-’08 average (8.8K).

• Attached for-sale projects in the county have a median price of $596K and average 3 home sales per project per 

month. There are 39 active attached projects in the county. The median price in the IN is $582K.

• Detached for-sale projects in the county have a median price of $879K and average almost 4 home sales per project 

per month. There are 36 active detached projects in the county. The median price in the IN is $690K. Under current 

market conditions, home prices at Passerelle would fall below the median price in the IN.

• There are 13 detached projects in the IN (36% of the county), and 10 attached (26% of the county).  With lower 

land prices than closer-in locations, the IN market has historically contained a higher proportion of detached projects 

than in the rest of the county as higher land prices elsewhere often force builders to build attached product to be able to 

provide attainably-priced homes in those areas.

• The demand for new SFD for-sale product is strong and SFD is a good opportunity for Passerelle.
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For-Sale Housing - Headlines & Media Highlights
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CBS News, 10/1/2020

NBC News, 8/30/2020

Redfin, 1/26/2021 (Subject Zip)

San Diego Union-Tribune, 1/5/2021
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Annual Active New Home Projects
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• There are only 75 actively selling new home projects in the county today.

• Since 2009, there have been fewer than 130 active projects every year, dipping as low as 67 in 2013.

• While the average from 1988 to 2019 was 183 active projects per year, the average was 236 per year through 2008 before the supply 

dropped so substantially over the last 10+ years.

• The San Diego market could support double the number of projects that are on the market today.

Sources: Hanley, Meyers, MarketPointe, Zonda
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Active New Home Projects – 4Q 2020
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• The IN market contains 26% of the actively selling attached projects in the county.

• The IN market contains 36% of the actively selling detached projects in the county.

Sources: Hanley, Meyers, MarketPointe, Zonda
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Projects & Units Remaining – Peak vs Today

76

• There is significantly less new home product on the market today than in the last market cycle peak back in 2006.

• The number of active new home projects has declined 79% and the number of homes left to sell in active projects has dropped 91%.

• A lack of inventory is providing underlying support for home values. Even if COVD-19 continues to negatively impact the economy, there is 

far less new home product that builders have left to sell today than back in 2006, which will limit downside trending on prices.

• Supply and demand conditions warrant more new home construction, supporting demand for for-sale housing at Passerelle.

-79% -91%

Sources: Hanley, Meyers, MarketPointe, Zonda
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Annual New Home Sales
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Year Attached Detached Total

1988 4,380 10,517 14,897

1989 3,141 7,284 10,425

1990 2,608 4,234 6,842

1991 2,636 4,167 6,803

1992 2,170 3,635 5,805

1993 2,073 3,324 5,397

1994 2,042 3,971 6,013

1995 1,557 3,925 5,482

1996 1,524 4,540 6,064

1997 1,408 6,867 8,275

1998 1,185 7,228 8,413

1999 1,072 7,235 8,307

2000 1,540 9,284 10,824

2001 2,505 6,912 9,417

2002 3,057 8,920 11,977

2003 5,671 7,571 13,242

2004 9,594 5,911 15,505

2005 9,056 4,461 13,517

2006 6,600 2,877 9,477

2007 3,987 2,384 6,371

2008 1,247 1,528 2,775

2009 1,438 1,317 2,755

2010 755 1,522 2,277

2011 593 1,448 2,041

2012 845 1,940 2,785

2013 743 1,597 2,340

2014 754 1,185 1,939

2015 732 1,467 2,199

2016 1,254 1,486 2,740

2017 1,334 1,630 2,964

2018 1,238 1,576 2,815

2019 1,320 1,824 3,144

2020E 1,710 2,090 3,800

'88-'08 Avg 3,288 5,561 8,849

'88-'19 Avg 2,478 4,117 6,595

• Annual new home sales in San Diego County have been far below the long-term average for 13 straight years.

• The market reached 3.8K sales in 2020, well below the ‘88-’19 average of 6.6K, and substantially below the ’88-’08 average of 8.8K. 

• Given the lack of developable land in the county, and difficulty in getting new projects approved, there will never be enough new home supply 

brought to market in future years to reach past levels of sales.

• The San Diego new home market will remain chronically under-supplied for the foreseeable future.

• Sites that can gain approvals for new for-sale developments typically will have multiple builders bidding for the property.

Sources: Hanley, Meyers, MarketPointe, Zonda
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Annual New Home Sales by Product
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Year Attached Detached Total

1988 4,380 10,517 14,897

1989 3,141 7,284 10,425

1990 2,608 4,234 6,842

1991 2,636 4,167 6,803

1992 2,170 3,635 5,805

1993 2,073 3,324 5,397

1994 2,042 3,971 6,013

1995 1,557 3,925 5,482

1996 1,524 4,540 6,064

1997 1,408 6,867 8,275

1998 1,185 7,228 8,413

1999 1,072 7,235 8,307

2000 1,540 9,284 10,824

2001 2,505 6,912 9,417

2002 3,057 8,920 11,977

2003 5,671 7,571 13,242

2004 9,594 5,911 15,505

2005 9,056 4,461 13,517

2006 6,600 2,877 9,477

2007 3,987 2,384 6,371

2008 1,247 1,528 2,775

2009 1,438 1,317 2,755

2010 755 1,522 2,277

2011 593 1,448 2,041

2012 845 1,940 2,785

2013 743 1,597 2,340

2014 754 1,185 1,939

2015 732 1,467 2,199

2016 1,254 1,486 2,740

2017 1,334 1,630 2,964

2018 1,238 1,576 2,815

2019 1,320 1,824 3,144

2020E 1,710 2,090 3,800

'88-'08 Avg 3,288 5,561 8,849

'88-'19 Avg 2,478 4,117 6,595

• SFD housing has historically represented the majority of new home sales in the County.

• Attached sales surpassed detached sales for several years in the mid-2000s only because of a “condo conversion boom” when existing 

rental properties were renovated and converted to for-sale units. This craze died in the late 2000s downturn and has not come back.

• From 1988 to 2008, there were an average of 3.3K attached home sales per year and 5.6K detached sales per year.  However, including the 

period since 2008 drops the averages to just 2.5K attached and 4.1K detached sales per year.

• The market certainly appears capable of supporting much more new home product on the market today than is being offered, supporting the 

market potential to offer new small-lot SFD homes at Passerelle.

Sources: Hanley, Meyers, MarketPointe, Zonda



Clarity Real Estate Advisors

Annual New Home Sales % by Product
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• New SFD sales have exceeded attached sales in 28 out of the last 33 years.

• Since 2016, attached sales have represented over 40% of all sales compared to mostly under 30% in the 1980s and 1990s.

• The only time attached sales surpassed SFD sales was during the condo conversion boom on the early-to-mid 2000s. Tax considerations 

and market conditions are far less favorable today than in the mid-2000s for conversions, and therefore substantial conversions are not 

expected in the future.

• While many municipalities are pushing for higher-density MF product, the market still prefers SFD, such as planned at Passerelle.

Year Detached Attached

1988 71% 29%

1989 70% 30%

1990 62% 38%

1991 61% 39%

1992 63% 37%

1993 62% 38%

1994 66% 34%

1995 72% 28%

1996 75% 25%

1997 83% 17%

1998 86% 14%

1999 87% 13%

2000 86% 14%

2001 73% 27%

2002 74% 26%

2003 57% 43%

2004 38% 62%

2005 33% 67%

2006 30% 70%

2007 37% 63%

2008 55% 45%

2009 48% 52%

2010 67% 33%

2011 71% 29%

2012 70% 30%

2013 68% 32%

2014 61% 39%

2015 67% 33%

2016 54% 46%

2017 55% 45%

2018 56% 44%

2019 58% 42%

2020E 52% 48%

'88-'08 Avg 37% 63%

'88-'19 Avg 38% 62%
Sources: Hanley, Meyers, MarketPointe, Zonda
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Sales/Project/Month by Product Type
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• Despite higher prices, new SFD projects in San Diego County sell at a faster pace than attached projects.

• In 2020, detached product averaged 4.0 sales per project per month compared to 2.9 for attached product.

• Builders typically target a sales pace of at least 3 sales per project per month. Today’s faster sales rates have given homebuilders pricing 

power, and prices have been rising as a result.

Sources: Hanley, Meyers, MarketPointe, Zonda
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Sales/Project/Month by by Area

81

• New SFD homes in the IN market typically have lower prices than for comparable size homes in areas of higher demand, generating more 

demand in the IN area and resulting in faster sales rates.

• In 2020, IN detached projects averaged 5.3 homes per project per month vs. 4.0 in the county as a whole.

Sources: Hanley, Meyers, MarketPointe, Zonda
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Median New Home Price by Area
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• While housing is expensive throughout San Diego County, home prices in the IN market are generally lower in price than homes in other 

locations closer to the coast.

• The median asking price of new detached homes in the IN ($690K) is 22% lower than in the county as a whole ($879K).

• The median asking price of new attached homes in the IN ($582K) is only 4% lower than in the county ($596K), excluding high-rises in 

downtown San Diego, projects on the Coast in communities such as La Jolla and Pacific Beach.

• Proposed with smaller lot sizes than for conventional detached homes in the IN market, prices at Passerelle should be below the IN average 

price.

Sources: Hanley, Meyers, MarketPointe, Zonda
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Detached - Closings
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• Reflecting the increasing desirability of the greater Fallbrook area, Fallbrook’s share of the county-wide SFD market has increased over the 

last 8 years from about 2.8% in 2012 to about 3.5% in 2020.

• Closings in the county as a whole exhibit a consistent seasonal pattern – rapidly increasing activity from about February through May, 

elevated activity through about August, then a steep decline through year end. 

• COVID-19 protocols caused many sellers to pull their homes off the market and caused a large decline in new listings. The drop in supply, 

coupled with slower sales in March and April, resulted in a decline in closings in July and August.

Source: Redfin
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Detached – Inventory - # of Homes
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• Inventory levels are down 46% from 4Q 2019 to 4Q 2020 in the county as a whole and 55% in Fallbrook.

• As of December 2020, there were currently just 1,421 listings in the county, down from 2,847 a year ago.

• As of December 2020, there were currently just 57 listings in Fallbrook, down from 151 a year ago.

• The inventory of homes in Fallbrook has remained fairly consistent since 2012 at around 4.5% to 5.5% of the county.

Source: Redfin
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Detached – Inventory – Months of Supply
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• 4 to 5 months of supply is typically considered to be equilibrium in the existing home market.

• As of December 2020, Fallbrook and the County both had less than a 1-month supply of homes.

• With the supply of housing so low, the market could support more new home product coming to market, such as proposed at Passerelle.

Source: Redfin
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Detached – Median Sale Price
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• As of December of 2020, the median SFD price in the County was $740K and Fallbrook was $692K.

• The median SFD price in Fallbrook over the last 2 years has been about 90% of the county median.

Source: Redfin
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Comps – Attached 3-Story TH – DR Horton (active)
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• Verano at Skyline, Vista, +/-14 miles SW of Subject, south of SR78

• 109 THs, sales began Oct 2018, averaging 3-4 sales per month

• 3-story side-by-side row THs with “end cap” units, +/-25 du/acre

• HOA $335/mo., total tax rate 1.3%

• 1,183 to 1,856 sf homes, 2-4B, 2.5-3.5b, 2-story, 2-car garages

• Base prices $505K to $605K, total prices $515K to $615K

• Comp for Passerelle – No, reflecting lower demand, 3-story THs sell for 

at least a 10% to 15% discount compared to similar size SFD homes.

There are 2 product lines at 

Skyline: Verano & Solara

Verano

Solara
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Comps – Attached 3-Story TH – Brookfield (active)
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• Latitude at Rancho Tesoro, +/-15 miles SW of Subject, south of SR78

• 120 THs, sales began Oct 2019, averaging 6-7 sales per month

• 3-story side-by-side row THs with interior courts, +/-20 du/acre

• HOA $250/mo., total tax rate 1.7%

• 1,243 to 1,933 sf homes, 2-3B, 2.5b, 3-story, 2-car garages

• Base prices $530K to $610K, total prices $550K to $630K

• Comp for Passerelle – No, reflecting lower demand, 3-story THs sell for 

at least a 10% to 15% discount compared to similar size SFD homes
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Comps – Attached 2-Story TH – DR Horton (active)
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• Solara at Skyline, Vista, +/-14 miles SW of Subject, south of SR78

• 80 THs, sales began Oct 2018, averaging 2-3 sales per month

• 2-story side-by-side row THs, +/-17 du/acre

• HOA $335/mo., total tax rate 1.3%

• 1,426 to 1,576 sf homes, 3-4B, 2.5b, 2-story, 2-car garages

• Base prices $560K to $585K, total prices $570K to $595K

• Comp for Passerelle – No, 2-story THs are typically more popular than 3-

story THs, but still are typically priced +/-10% below comparable size 

SFD.

There are 2 product lines at 

Skyline: Verano & Solara

Verano

Solara
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Comps – Attached 2-Story TH – Lennar (active)
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• Peak at Delpy’s Corner, Vista, +/-8 miles SE of Subject

• 124 THs, sales began July 2019, averaging 4-6 sales per month

• 2-story side-by-side row townhomes, +/-15 du/acre

• Young singles & couples, some empty nesters & retirees

• HOA $335/mo., total tax rate 1.1%

• 1,473 to 1,742 sf homes, 3-4B, 2.5b, 2-story, 2-car garages

• Base prices $503K to $570K, total prices $524K to $591K

• Comp for Passerelle – No, although this is a great attached product for 

the suburbs, with private patios, 3+ bedrooms, 2-stories, and home sizes 

in “sweet spot”, attached product still slows at a slower pace than SFD
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Comps – Attached Duplex – Beazer (sold-out)
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• Vela at Mission Lane, Oceanside, +/-11 miles SW of Subject

• 63 duplex or “paired homes”, Sep 2018 to Dec 2020 (s/o), 2.5 sales/mo

• 2-story attached homes, +/-12 du/acre

• Young singles & couples, small families, some empty nesters

• HOA $177/mo., total tax rate 1.1%

• 1,545 to 1,826 sf homes, 3-4B, 2.5-3.0b, 2-story, 2-car garages

• Base prices $543K to $573K, total prices $550K to $585K

• Comp for Passerelle – No, while attached product increases density vs. 

SFD and Vela has private patios, 3+ bedrooms, 2-stories, and home 

sizes in “sweet spot”; this project sold very slowly, reflecting less demand 

for a duplex configuration than SFD even at lower price points



Clarity Real Estate Advisors

Comps – Small-lot SFD – KB Home (sold-out)

92

• Bear Peak, Park Circle master plan, +/-10 miles SE in Valley Center

• 47 homes, Sep 2019 to Sep 2020 (sold-out), 4.0 sales/month

• Small-lot SFD, alley-loaded, 2,500 sf lots (50’ x 50’), +/-12 du/acre

• Highest density, lowest priced homes planned in Park Circle

• HOA $175/mo., total tax rate 1.8%

• 1,635 to 1,974 sf homes, 3-4B, 2.5-3.0b, 2-story, 2-car garages

• Base prices $505K to $580K, total prices $520K to $620K

• Comp for Passerelle – YES, maximizes density in a SFD home product 

type, private backyards, some full driveways, not zero lot line
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Comps – Small-lot SFD – Shea Homes (active)
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• Summer, Park Circle master plan, +/-10 miles SE in Valley Center

• 88 homes, sales began 12/12/2020, 10+ sales/month

• Small-lot SFD, stub-alley, 2,925 sf lots (45’ x 65’), +/-10 du/acre

• 2nd highest density, 2nd lowest priced homes planned in Park Circle

• HOA $175/mo., total tax rate 1.8%

• 1,733-2,055 sf homes, 3-4B, 2.5-3.0b, 2-story, 2-car garages

• Base prices $504K to $551K, total prices $520K to $580K

• Comp for Passerelle – YES, maximizes density in a SFD home product 

type, private backyards, no driveways, not zero lot line
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Comps – Small-lot SFD – DR Horton (sold-out)
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• Chaparral Pointe, Horse Creek Ridge, 0.5 miles S of Subject

• 106 homes, sold-out 2019, averaged 6 sales per month

• Small-lot SFD, stub-alley plotting, 2,600 sf lots (40’ x 65’), +/-12 du/acre

• Highest density, lowest priced homes in Horse Creek

• DR Horton “Express” product with basic designs and features

• HOA $263/mo., total tax rate 1.7%

• 1,568 to 2,037 sf homes, 3-4B, 2.5-3.5b, 2-story, 2-car garages (sold for 

$435K to $465K when last selling new in early 2019)

• Most recent resales for 2,037 sf plan - $510K to $520K (these sales were 

over 6 months ago, nothing has been offered since) – prices likely could 

be +/-5% higher today

• Comp for Passerelle – YES, in the same Campus Park SPA as 

Passerelle, maximizes density in SFD product, private backyards, not 

zero lot line
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Comps – Small-lot SFD – DR Horton (sold-out)
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• Brindle Pointe, Horse Creek Ridge, 0.25 miles S of Subject

• 124 homes, sold-out early 2020, averaged 5 sales per month

• Small-lot SFD (detached condo), 2,700 sf lots (45’ x 60’), +/-10 du/acre

• 2nd highest density, 2nd lowest priced homes in Horse Creek

• DR Horton “Express” product with basic designs and features

• HOA $263/mo., total tax rate 1.7%

• 1,579 to 2,156 sf homes, 3-4B, 2.5-3.5b, 2-story, 2-car garages (sold for 

$450K to $490K when last selling new in mid-2019)

• Recent resale closing: 1,911 sf $535K, 2,156 sf $555K, 

• Comp for Passerelle – YES, in the same Campus Park SPA as 

Passerelle, maximizes density in SFD product, private backyards, not 

zero lot line
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Comps – Standard SFD – DR Horton (sold out)
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• Westbury, Horse Creek Ridge, adjacent to Subject to E

• 163 homes, opened Sep 2017, sold-out Jan 2020, avg 4 sales/mo

• Conventionally plotted SFD, 4,500 sf lots (45’ x 100’), 6-7 du/acre

• Private backyards, full driveways

• Mid-range product, 1st-time & 1st-move-up family buyers

• HOA $188/mo., total tax rate 1.7%

• 2,285-2,656 sf homes, 3-4B, 2.0-3.0b, 2-story, 2-car garages

• Last base prices $607K to $669K, total prices $620K to $690K

• Comp for Passerelle – No, yards are too big and density is too low
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Comps – Standard SFD – Beazer (active)
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• Aurora Heights, Fallbrook, +/-1.3 miles SW of Subject on Old Hwy 395

• 124 homes, sales began Dec 2018, average 5 sales per month

• Conventionally plotted SFD, 6,000 sf lots (60’ x 100’), +/-5 du/acre

• Mid-range product, families, empty nesters & retirees (1-story homes)

• HOA $280/mo. (large private rec area), total tax rate 1.1%

• 2,386 to 3,199 sf homes, 3-4B, 2.5-3.0b, 1&2-story, 2-car garages

• Base prices $650K to $720K, total prices $660K to $760K

• This project took +/-20 years to obtain entitlements and would have been 

planned differently if property owners were pursuing approvals today

• Comp for Passerelle – No, yards are too big and density is too low
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Lot Size Monthly Date

Project Builder Location Zip Master Plan Product Low High (Sq.Ft.) Sales Opened Planned Sold Remain Low High

S.L. Rey CA West Bonsall 92003 None Detached 2,029 3,239 6,000 2.7 3/3/2018 93 93 0 $641,900 $754,900

Haven Lennar Escondido 92026 Canopy Grove Detached 1,525 2,592 4,000 5.0 8/22/2020 93 20 73 $683,900 $723,900

Reflection Lennar Escondido 92026 Canopy Grove Detached 1,412 1,681 2,450 1.2 8/22/2020 108 5 103 $588,900 $614,900

Retreat (SFD) Lennar Escondido 92026 Canopy Grove Detached 1,535 1,535 3,375 1.0 8/22/2020 23 4 19 $620,900 $620,900

Sanctuary Lennar Escondido 92026 Canopy Grove Detached 1,994 3,209 5,000 5.5 8/22/2020 98 22 76 $736,900 $803,900

Arbors at Edencrest Trumark Homes Escondido 92027 None Detached 2,496 3,399 10,000 2.8 6/27/2020 57 17 40 $789,360 $833,000

Groves at Edencrest Trumark Homes Escondido 92027 None Detached 3,100 4,043 10,000 3.7 7/4/2020 38 22 16 $798,000 $842,000

Aurora Heights Beazer Homes Fallbrook 92028 None Detached 2,386 3,199 6,000 4.9 12/29/2018 124 121 3 $650,990 $719,990

Westbury D.R. Horton Fallbrook 92028 Horse Creek Detached 2,285 2,656 5,175 4.1 9/30/2017 163 161 2 $606,990 $668,990

Promontory Richmond American Fallbrook 92028 Horse Creek Detached 3,205 3,840 5,000 3.6 3/10/2018 124 123 1 $610,990 $999,990

Summer Shea Homes Valley Center 92082 Park Circle Detached 1,733 2,046 2,925 12.5 12/5/2020 88 15 73 $501,000 $544,000

Laurel Creek D.R. Horton Vista 92083 None Detached 1,777 2,314 2,479 3.1 9/7/2019 68 50 18 $628,000 $666,000

Arroyo Vista Meritage Homes Vista 92081 None Detached 1,822 2,317 3,150 8.7 8/29/2020 56 35 21 $690,852 $768,000

Total or Average 5,043 4.5 1,133 688 445

Home Size (Sq.Ft.) Total Homes Current Base Prices

2,437 $697,000
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• There are only 1,499 homes remaining in actively selling communities in the county as a whole; less than a 6-month supply of homes 

at the 2020 sales pace (3,800 new home sales in 2020).  Six months ago there were 2,124 homes remaining.

• In the county, 41% of the supply is attached homes and 59% is detached. In the IN, 31% is attached and 69% detached.

• The IN market has only 647 homes left in active communities, representing 43% of all homes in the county.

• With no new large-scale communities on the horizon in the IN market besides Meadowood (844 homes), the supply of homes is 

expected to decline. This will create opportunities for sites such as Passerelle to bring much needed new product to market. 

*Includes potential future units in actively selling projects with all approvals only.
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Future Supply – Bonsall
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• San Luis Rey Downs, +/-4 miles SW of Subject off SR76

• 13.3 acres zoned VR-15, allowing 15 units per acre, not entitled

• 199 homes allowable under zoning, but a plotting plan for small-lot SFD 

yielded 128 units (69 6-pack product, 59 2,990 sf lots 46’x65’)

• Buyer reportedly was selected in early October, 2020. Buyer plans a 

mix of small-lot cluster SFD and 2-story TH’s, and expected to yield 

140-150 units

Concept plan only. Final plan will be different.

Passerelle 

site
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Future Supply – Bonsall 
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• Camino Del Cielo, +/-4 miles SW of Subject off SR76

• 76 detached condos on 8.4 acres (add’l 47.5 acres of open space) 

• Conventionally plotted with full-length driveways

• 2,650 sq.ft. lots (34’ x 78’), +/-10 du/acre

• Approved Vesting Tentative map, raw land

• Purchased by DR Horton, closed 9/2/2020
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Future Supply – Escondido
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• Nutmeg, +/-12 mi S of Subject on I-15 at Centre City Pkwy, Escondido

• 134 attached townhomes, 6.87 gross acres (3 parcels), 19.5 units/acre

• 2 TH products: 1,104-1,646 sf (84 units) and 1,210-1,950 sf (50 units)

• Multiple approvals (see information box in lower right)

• Available, seller asking +/-$8.0M ($60K/unit, $27/sq.ft.) 
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Future Supply – Meadowood (Fallbrook)

103

• Meadowood is a master planned community directly adjacent 

to Campus Park, E of I-15 and N of SR76.

• Developer/Homebuilder: Pardee Homes (TRI Pointe)

• Status: fully entitled, site improvements are underway

• Start date for home sales: 2Q/3Q 2021

• Total homes: 844 (could be 886 if the school is not built)

• No commercial uses or rental residential

• 6 for-sale product lines (2 attached & 4 detached):

➢ 2-Story TH (Att) – 192 

➢ Duplex/paired (Att) – 178

➢ Small-lot SFD – 101

➢ Small-lot SFD – 106

➢ Conventional SFD – 141

➢ Conventional SFD – 126

• Attached 370 units (44%)

• Detached  474 units (56%)

• Meadowood most likely will be completely sold out by the time 

any homes are brought to market at Passerelle.

Meadowood is outlined in 

white. This site plan may 

not represent the final 

approved plan.

Site 1: North

Site 2: South
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Future Supply – Sierra (North of Escondido)
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Sierra, Newland Communities, north of Escondido, west of I-15, 

+/-9 miles south of Passerelle. Has an approved Specific Plan 

for 99 SFD homes on minimum 4 acre lots. Newland has tried  

unsuccessfully for 10+ years to increase the unit count to +/-

2,135 homes (site plan to left). 

The community also includes approved plans for up to 2.0M sf 

of commercial/professional office on 58.2 acres.  However, a 

yield analysis prepared by Newland indicates a maximum of 

122K sf of commercial and 1.68M sf of professional office. If 

built, the commercial and professional office space would be 

direct competition to Passerelle.
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Future Supply - University District Specific Plan (San Marcos)
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The University District Specific Plan, known as North City, is a mixed-use development located adjacent to Cal State University San Marcos 

(CSUSM). The Quad apartments were built in 2013 (300 units). Block C apartments were built in 2016 (198 units). Block K has been approved 

for 68 MF units, not yet built. The apartments include ground-floor retail (approx. 50% vacant).  Some office space has been built.  A total of 

2,600 residential units are in the Specific Plan. No for-sale homes have been built or proposed to date. If any for-sale projects are ever built, 

they most likely would be high-density programs.

Artist’s rendering
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Future Supply - San Marcos Creek Specific Plan (San Marcos)
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The San Marcos Creek Specific Plan is a proposed mixed-use development located in the heart of San Marcos. The planning area covers 214 

acres, and includes 81 acres of mixed-use (office, retail, residential), 21 acres of parks and 74 acres of open space (remainder is right-of-way). 

Portions of the site have pre-existing land uses (mostly commercial).  Planning has been in the works for 15+ years. A proposal has been 

submitted for 446 apartments and 44K sf of commercial on a 4.5 acre parcel within the SPA. No plans for any for-sale projects at this time. If 

for-sale projects are built, they most likely will be high-density programs.

“Main Square” project: 1167 W. San Marcos Blvd, Blue Band Enterprises 

has proposed a mixed-use development with 44K sf of commercial and 

446 apartments (including 22 live/work units) on 4.5 acres.
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San Diego County Demand

• SANDAG projects that there will be demand 

for 27K SFD housing units over the next 10 

years, or 2.7K per year.

• In comparison, in the 10 years from 2010 

through 2019, a total of just under 28K SFD 

permits were issued in the county as a whole, 

or about 2.8K per year.

• The actual demand for SFD homes is much 

higher than what SANDAG is projecting and 

what has been permitted. Given a dwindling 

supply of land, fewer SFD homes are being 

built (more sites are going to MF).

• Regional demand conditions support SFD 

housing at Passerelle.

North County East MSA 5 Demand

• SANDAG projects that there will be demand 

for 6.4K SFD housing units over the next 10 

years, or 641 per year.

• In comparison, in the 10 years from 2010 

through 2019, a total of about 9.7K SFD units 

were permitted in the North County East 

MSA, or 966 per year.

• MSA demand conditions support SFD 

housing at the Passerelle.

San Diego County HHs (2019): 53% owner, 47% renter.

County 10-year demand assuming similar ratios:

Owner: 53,900 (could be SFD or Multi-Family)

Renter: 47,800 (most likely Multi-Family)

San Diego County HHs (2019): 53% owner, 47% renter.

MSA 5 10-year demand assuming similar ratios:

Owner: 7,200 (could be SFD or Multi-Family)

Renter: 6,400 (most likely Multi-Family)

San Diego County - Projected Housing Growth 

Annual

Housing Type 2020 2030 # % Change #

Single Family 697,416 724,236 26,820 3.8% 2,682

Multi-Family 443,213 519,612 76,399 17.2% 7,640

Mobile Home 37,462 35,975 -1,487 -4.0% -149

Total 1,178,091 1,279,823 101,732 8.6% 10,173

10-Year Change

North County East MSA - Projected Housing Growth 

Annual

Housing Type 2020 2030 # % Change #

Single Family 99,720 106,130 6,410 6.4% 641

Multi-Family 45,507 52,872 7,365 16.2% 737

Mobile Home 10,708 10,569 -139 -1.3% -14

Total 155,935 169,571 13,636 8.7% 1,364

10-Year Change
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Limiting Conditions

The findings, conclusions and recommendations presented in this report were based on our analysis of the information available to us at the 
time that this study was conducted. The information utilized under this assignment came from a variety of sources including our own primary 
research, secondary data sources, and from the client, to name a few. We assume that the information utilized is correct; however, we are 
unable to guarantee the accuracy or timeliness of any of the information. In addition, we assume that the client would have informed us of 
any issues that could affect the market viability of the property being evaluated.

Our findings, conclusions and recommendations are based on historical, current and expected future performance on the national, state 
and/or local economies and real estate markets. Economic and housing market conditions can change, sometimes rapidly, and real estate 
markets can by cyclical. Therefore, it is critical to continuously monitor economic and housing market conditions, and to reassess key project 
assumptions and parameters in light of changing market conditions. 

The future is difficult to predict, particularly given that economic conditions, housing trends, and consumer preferences are always changing. 
There will usually be differences between projected and actual results because events and circumstances frequently do not occur as 
expected, and the differences can be material. We do not express any form of assurance on the achievability of any anticipated or projected 
project outcome, or the reasonableness of underlying assumptions. 

Generally, we assume “normal” real estate market conditions, and not a condition of either prolonged “boom” or “bust” market conditions. 
We do assume that economic, employment and demographic growth will occur more or less in accordance with current expectations. We are 
not taking into account major shifts in: consumer confidence levels, the ability of developers to secure necessary project entitlements, the 
cost of development or construction, changes in tax laws either in favor or disfavor of real estate, the availability or cost of mortgage 
financing, or possible changes to any other factor that could impact the market viability of a project such as societal shifts, pandemics, or 
other Acts of God such as earthquakes, fires and the like.

This analysis should be updated at least every three to six months to account for possible changes that could materially impact the market 
viability of the development. We have no responsibility to update our findings, conclusions or recommendations for events and
circumstances occurring after the date of our report. This analysis represents just one resource that the client should consider when assessing 
this development opportunity.

Our pricing recommendations and absorption targets assume certain parameters regarding project execution. In order to achieve the prices 
and sales rates reflected in this report, it is assumed that the Subject will: 1) offer floor plan sizes and types as proposed, 2) be executed with 
a “market appropriate” level of quality (community entrance, monumentation, landscaping, amenities, spec levels, and unit finishes in-line or 
above market expectations), 3) have advertising and marketing efforts generating qualified shopper traffic commensurate with market comps 
achieving comparable sales rates, 4) have an on-site sales office open seven days per week, 5) have fully decorated model homes for at least 
two floor plans, 6) have experienced sales agents familiar with the local market, and 7) come to market in a timely manner (within the next 
24 months). 
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Pete is Southern California’s leading housing market advisor. Pete incorporates his decades of market experience and insights
into every assignment; benefiting clients with his keen analytical eye, early-cycle trend-spotting capabilities, and also the
wisdom that comes with having been through multiple market cycles. Pete originally founded Reeb Development Consulting in
1996 to provide clients with insightful, timely, and innovative real estate market advisory services, rebranding as Clarity Real
Estate Advisors in late 2020. Pete has been a part of three of the biggest names in the real estate market advisory sector.
He started his career at Robert Charles Lesser & Co (RCLCo); later was a Partner at The Meyers Group while also serving as
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country.

Adam is one of Southern California’s most sought-after and respected housing market consultants. With over 15 years of
experience as a real estate advisor and financial analyst, Adam has established a solid reputation for his ability to understand
and analyze the market viability of complex and pioneering real estate developments. Most recently, as Vice President at Reeb
Development Consulting. Prior to joining Reeb, Adam evaluated hundreds of Southern California real estate developments as a
Vice President of Consulting at John Burns Real Estate Consulting. Adam started his career as a Senior Research & Financial
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Clarity Real Estate Advisor – Qualifications

Providing our clients a competitive decision-making advantage with 
innovative, nuanced, and thoroughly researched insights and guidance. 


