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New luxury San Jose apartments latest to
offer renter incentives, signaling softening
market
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The new amenity-rich 232-unit Pierce luxury apartments in San

Jose’s SOFA district hosted its grand opening celebration

Wednesday, but amid a softening Bay Area housing market, the

property is following the recent trend of offering incentives to

attract new renters.

So far about 80 units – mostly studio and two-bedrooms – have

been leased in the building, said Jeff Smith, senior vice

president of residential development at San Mateo-based Sares

Regis of Northern California, the developer behind the project.
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That puts the development at 2 Pierce Ave. ahead of schedule with about 34 percent of the units

leased before the grand opening.

Residential units in the $88 million mixed-use building that project planners are calling the “gateway

to SOFA” are renting for between $2,200 and $5,647 a month.

Even with the strong start, apartments at The Pierce come with a month of free rent and a $1,000

bonus for new tenants that sign a lease after the first visit to the property.

“We want people to make decisions, and that is a very attractive way,” Smith said. “Those are real

dollars for people to save and they really do appreciate that.”
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By mid-summer Smith hopes to have The Pierce significantly leased. The building includes 26 studios,

123 one bedrooms, 83 two bedrooms including six townhouses with a total of 209,833 of rentable

square feet.

Offering those incentives will be a part of the equation that gets Smith to his goal this year.

“The market for lease up … is to give some concessions to make sure you do sign a number of leases

per month,” Smith said.

Smith is right. Those types of concessions are becoming more common in the Bay Area after an influx

of Class A apartment units came online in the last year.

In 2016 alone, more than 11,260 units wrapped up construction in the Bay Area – more than double

the region’s 15-year average of about 5,250 units annually, according to a recent report by

Richardson, Texas-based RealPage, Inc.

Last year, rents in San Jose trended downward by around 1 percent – a significant change from 2015,

when rents grew by 6.7 percent, according to the RealPage data.

That’s a product of the influx of Class A units in Silicon Valley and the great San Francisco Bay Area,

said John Tipton, a partner in the real estate department at Los Angeles-based Allen Matkins law firm.

“When you look at the housing that has been built where supply has kind of met demand, it’s the nicer

multifamily housing,” he said. “There was a demand for that and the demand seems to have been

met.”

According to data from the city of San Jose, as of the third quarter last year – the most recent quarter

available – the average apartment rent was $2,826 per month for a two-bedroom apartment.

And though many of the units at The Pierce come with rents higher than that, the building has a bevy

of amenities. Those perks include a fitness center, dog wash station, bike shop and rooftop terrace

with a clubhouse, grilling area and swimming pool. On the ground floor, the property includes a “wi-fi

café” with a self-serve coffee bar. Apartments come with floor-to-ceiling windows and open layouts

meant to feel spacious, Smith said.

Under the building sits a two-story, 323-spot parking garage, which will be used exclusively by

tenants. Those tenants may also include the potential shops in the 4,300 square feet of ground level

retail space in the building.

So far, Sares Regis hasn’t signed any commercial leases for the building, but interest in the space has

recently piqued, especially from food and beverage retailers, Smith said.

Out of all of those amenities, one major source of pride for Smith is what sits on top of the

seven-story property. An LED light art installation by New York artist Brian Brush called “Voxel Cloud”

perches on top of the building and spills over the sides. The work can be seen more clearly from

Interstate 280. (See video, below).

“Voxel Cloud, in my mind, I saw this as a big opportunity – this is going to be talked about,” Smith

said. “This is going to be the building with the voxel, or beacon.”

Other groups that worked on The Pierce include Pritzker Realty Group, which was the development

partner, Steinberg Architects, HMH Engineers, Belden Consulting Engineers and Nishkian Menninger

was the structural engineer. Clark Builders Group, was the general contractor and The Guzzardo
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Partnership Inc. was the landscape architect.

San Jose Mayor Sam Liccardo said at the grand opening celebration Wednesday that he saw the

building not just as a gateway to the budding SOFA district, but the entire downtown.

“This is going to be a standard setter for the rest of downtown and the rest of the city,” he said.
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