|

Valbridge

PROPERTY ADVISORS

N

QUARTERLY MARKET UPDATE

LOS ANGELES - INLAND EMPIRE 4Q22

The fourth quarter of 2022 saw the Southern California economy return mixed results across
commercial real estate. The Inland Empire retained its status as one of the largest and fastest-
growing logistics hubs in the United States, while recovery for the Los Angeles economy continued
to be uneven, with certain sectors thriving more than others.

Jobs in transportation and warehousing within the Inland Empire have consistently grown for over a
decade, and now account for 75% of job growth since the pre-pandemic era. Recent economic gains in Los
Angeles have outpaced nationwide averages, and the unemployment rate has seen significant reduction,
nearing a return to pre-pandemic levels. Meanwhile, Los Angeles’ position as a high-profile entertainment
hub combined with the increased demand for streaming services and social media has benefited the L.A.
economy. Prohibitive housing costs in L.A. persist as a major impediment to hiring, and serves as motivation
for companies and workers to relocate in a hybrid environment.

In the following pages, we outline the major market trends in the Los Angeles and Inland Empire market
sectors, along with key indicators. In today’s quickly changing environment, we remain ready to assist you
with your commercial real estate valuation needs at any time.
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COMMERCIAL REAL ESTATE MARKET OVERVIEW

LOS ANGELES
. Sales activity has been robust as institutional investors focused on
industrial buildings relative to retail and office properties.
. Asset price growth during the past year has been among the strongest
on record.

. Continued moderate growth is forecasted, but with the recent rise in
interest rates, it’'s possible that the increase in financing costs could
adversely impact pricing.

Vacancy is only at 2.6%, and availability is at 4.2% — rates that are
below most national markets.

INDUSTRIAL

INLAND EMPIRE
Rental rates have surged during the past year. Of the 40.9 million SF
currently under construction, 60% is available for lease.

As a highly sought after market, the Inland Empire has not been
impacted by Amazon’s announcement of nationwide facility
closures.

Due to the pandemic, rent growth is vigorous, with annual gains of
16.4% this year and 17.6% last year.

Modern logistics facilities equipped with ample dock doors and 40-
foot heights are desired. 40.9 million SF is under construction.

LOS ANGELES

. Los Angeles’ office market continues to deteriorate with vacancies
at a 25-year high of 14.6% and sublease space tracking at record
levels.

Recent sales suggest investors are purchasing properties to
implement riskier value-add strategies.

. With 11.4 million SF available as of late 2022, available sublease space
remains at record levels.

. Pricing is anticipated to dip moderately in 2023 and 2024 before
moderate gains resume.

OFFICE

INLAND EMPIRE

Large-scale leases are rare, with the majority of leases in the
market for spaces under 20,000 SF.

Nonprofit organizations have been active in the market.
Rents have increased by 4.9% over the past year.

There is minimal traditional office in development as many potential
occupiers have migrated to a remote or hybrid workforce.

Inland Empire cap rates have remained steady over the past year,
with the average market cap rate at 7.1%.

LOS ANGELES

Average asking rents have risen 2.6% over the past year, presenting a
moderation for the pace of gains previously seen in early 2022.

Market occupancy is forecasted to remain around current levels. Vacancy
will likely remain stable, as the market is anticipated to witness modest
tenant demand, but also limited supply additions.

Average asking rates have increased by 2.6% over the past year, trending
lower than national gains of 4.0%.

The average price of $420/SF is above the national retail average of $240/
SF. Average market cap rates of 5.2% are below the national average.

RETAIL

INLAND EMPIRE

The Inland Empire’s retail market has experienced one of the best
turnarounds over the past two years.

Strong demand paired with minimal supply growth has supported
fundamentals. Over the past year, the vacancy rate has fallen to
6.0% while rents have grown by 5.7%.

Market pricing has reached a record high of $290/SF, with market
cap rates at 5.8%.

MULTIFAMILY HOUSING

LOS ANGELES

Currently at 3.9%, vacancies have trended down since their peak in
late-2020.

Demand remains historically strong but more moderate in 2022 after
a record-breaking 2021.

.

Rent growth continues at 3.1% on a year-over-year basis, but the
record pace of growth set in 2021 and early 2022 has cooled.

INLAND EMPIRE

Construction activity has reached record levels, with the largest
developments in the Greater Ontario/Rancho Cucamonga
submarket.

Southwest Riverside County/Temecula is also targeted by
developers. This submarket draws a significant proportion of renters
priced out of San Diego County.

The vacancy rate has increased since last year, from 2.8% to 4.8%,
keeping with both negative demand and the 1,400 units of deliveries
over the past year.

HOSPITALITY

LOS ANGELES

Occupancy has averaged 62.8% over the past year, trending similarly
to recent lows. California South/Central has prevailed through the
worst of the pandemic’s impact on the hospitality sector.

.

Subsequent recovery of occupancy is smaller than most metros due to
its limited decline in the first place.

Twelve-month RevPAR in the California South/Central hotel market
sharply increased as of November, climbing at a year-over-year rate

of 8.0%.

Employment in the market was recently increasing at a rate of 3.9%
annually, or a gain of 33,000 jobs.

.

pl VALBRIDGE | LOS ANGELES-INLAND EMPIRE

INLAND EMPIRE

The Inland Empire is one of the few U.S. hotel markets with a
diverse hotel stock, boasting an above-average proportion of
Economy and Midscale units, and an above-average proportion of
Upper Upscale and Luxury rooms.

The nearly 2,600 rooms currently under construction represent a
significant expansion relative to the size of the market.

This past year, the Inland Empire market recorded nearly 60 hotel
trades over the past year. This is above the norm.

Though it is the weakest rate of job creation in the past 12 months for
this market, employment increased at an annual rate of 4.6%.




INDUSTRIAL TRENDS

LOS ANGELES INDUSTRIAL TRENDS

INLAND EMPIRE INDUSTRIAL TRENDS

Overview

12 Mo Deliveries in SF

Overview

12 Mo Net Absorption in SF

Vacancy Rate

OS ANGELES INDUSTRIA|

12 Mo Rent Growth

3.8M

KEY INDICATORS

(SM)

2.6%

12.7%

12 Mo Deliveries in SF

12 Mo Net Absorption in SF

Vacancy Rate

INLAND EMPIRE INDUSTRI

12 Mo Rent Growth

19.9M

KEY INDICATORS

11.6M

2.2%

16.4%

Current Quarter RBA VacancyRate  MarketRent  Availabiity Rate NOUABEOTPHON pufverigg s Under CLCE =2 VacaneyRate | MartatRant | AvalabltyRate NetASGEEUN puweresse o,
Logistics 637870193 27% 51836 a6% (1.804,550) [ 5911678 Logetcs SOG.775,090 22% 1828 Son (707.359) o 29966745
Specialized Industrial 252,564,851 19% s1722 28% (700.270) [ 70130 Speciatzad Inchstriel JoL1040% 21% L] 0% Fro%es) ° Lol
Flex 56.993.724 52% 52566 66% (138.321) [ 90,000 Flex jeaaz 8% S8 4% 1724 ° °
Market 947,428,768 26% $18.49 4.2% (2,643,141) 0 6,071,808 ke 19,083,581 224 Ui c%) L) ° 0002, 87%)
ot Tronts P et e o e Trouan e Annusl Trands 12Month — e Pask When Trough When
v Change (Y0 o y 7=/: ) 5"‘ o 100 o 200 Vacancy Change (YOY) 0% 61% 3% 123% 200903 14% 202104
Net Absorption SF (6M) 2468.549 (51484) | 13553498 | 205Q2 | (1a70749) | 2092 Delveries SF 19.9M 18746237 20302884 33635643 200604 1345120 20113
Delivertes SF 38m 5400245 4853134 13585734 2002Q1 690697 2011a1 e — Ty % e et oo, — T
onk Geowth 2 k) ] i 202202 5% s Sales Volume 9.8 s238 NA 948 202204 487 2001 @2
Sales Volume 5958 5378 NA s10.18 202203 so76M 2009Q3
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INLAND EMPIRE INDUSTRIAI
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OFFICE TRENDS

LOS ANGELES OFFICE TRENDS

INLAND EMPIRE OFFICE TRENDS

Overview

S ANGELES OFFICE

12 Mo Deliveries in SF 12 Mo Net Absorption in SF Vacancy Rate 12 Mo Rent Growth

2.4M (3.6M) 14.6% 1.4%

KEY INDICATORS

Current Quarter RBA VacancyRate  MarketRent  Availabilty Rote NetARSO!PUON  peliveries sE o Under
485 Star 175,515,130 206% $47.73 246% (209,840) o 3,499,285
astar 186250025 124% s3998 154% 403,243 0 23877
1&2Star 102,466,728 77% $34.69 9.0% (210,605) 0 60,766
Market 434,231,884 14.6% $41.91 17.6% (823,688) 0 3,853,928
Annusi Trends 12wonn || Fltoda [ Foreent Peak when Trough when
Vacancy Change (YOY) 1.0% 10.8% 14.9% 14.6% 2023Q1 6.7% 2007 Q3
Net Absorption SF (3.6M) 829,074 (638,260) 13,247,700 2000 Q1 (10,099,796) 2021Q1
Deliveries SF 24m 243085 93107 4717485 202201 6724  tse7at
Rent Growth 1.4% 32% 1.3% 14.9% 2007 Q3 -11.1% 2009 Q3
Sales Volume $58 $5.28 NA $11.58 2017 Q3 $774.8M 2008 Q4

Overview

INLAND EMPIRE OFFICE

12 Mo Deliveries in SF 12 Mo Net Absorption in SF Vacancy Rate 12 Mo Rent Growth
206K 337K 6.1% 4.9%

KEY INDICATORS

Current Quarter RBA VacancyRate  MarketRent  Availability Rate N “’s’:"““" Deliveries SF cm‘:"‘:"“"
485Star 8732600 58% $33.05 80% (24,882 o 52630
3star 36710779 62% 525567 82% (83.905) 0 122158
182 Star 31,929,790 62% 52043 7.4% (18.788) o o
Market 77373169 61% 52435 7.9% (127,575) 0 174,788
Annual Trends 12 Month pieonen e Peak When Trough When
Vacancy Change (YOY) -02% 24% 65% 159% 200903 58% 202203
Net Absorption SF 337K 1,016,931 172078 2,995,066 2005Q4 47,784 2008 Q4
Deliveries SF 206K 1110883 425912 4,593,409 2007 Q4 121972 017 @2
Rent Growth 49% 26% 28% 105% 2001 Q2 120% 2009 Q3
Sales Volume $725M s411.2M NA $728.1M 20202 $1029M 20094

Sales

'S ANGELES OFFICE

‘SALES VOLUME & MARKET SALE PRICE PER SF
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INLAND EMPIRE OFFICE

SALES VOLUME & MARKET SALE PRICE PER SF
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'S ANGELES OFFICE

MARKET RENT PER SQUARE FEET
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INLAND EMPIRE OFFICE

MARKET RENT PER SQUARE FEET
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RETAIL TRENDS

LOS ANGELES RETAIL TRENDS

INLAND EMPIRE RETAIL TRENDS

Overview

OS ANGELES RETAIL

12 Mo Deliveries in SF 12 Mo Net Absorption in SF Vacancy Rate 12 Mo Rent Growth

836K 525K 5.0% 2.6%

KEY INDICATORS

Current Quarter RBA VacancyRate  MarketRent  Availabilty Rate  NUARSOPION  peiieries s o Under
Malls 41277141 10.0% $44.95 8.3% 135 o 248,841
Power Center 22,388,678 32% $34.93 4.8% 16,800 0 0
Neighborhood Center 103303658 64% s34 4% (14.724) 0 117,83
Stip Center 35956594 s0% 3130 se% (18:705) 0 o1z
General Retail 240,191,276 37% $35.01 4.3% (95.098) 0 956,786
Other 2419542 85% $4027 9.2% o 0 0
Market 445,536,880 5.0% $35.20 5.6% (112,502) o 1,333,190
Annua Trands e = == Pask When Trough When
Vacancy Change (YOY) -0.1% 47% 4.9% 5.6% 2010Q1 3.0% 2007 Q3
Net Absorpton SF s25¢ 782856 S67T9 683 2007Q3  (4145751) 200903
Deliveres SF =3 2231410 136453 6491885 200803 G857 202202
Rent Growth 26% 15% 19% sa% 20072 52% 20004
Sales Volume 58 s78 NA 5128 202203 se0SM 200904

Overview

INLAND EMPIR TAIL

12 Mo Deliveries in SF 12 Mo Net Absorption in SF Vacancy Rate 12 Mo Rent Growth

849K 2.4M 6.0% 5.7%

KEY INDICATORS

Current Quarter RBA  VacwmcyRwe  MaketRent  AvalsbiiyRate MOUASIOPUSN pgieresse o Under
Mals 14578828 140% ss1s1 41% 0 0 0
Power Center 19924753 53% 52978 53% o o 73733
Neighborhood Center 78302261 7% 2526 8% 13981 o 324590
Strp Center 16254775 41% 52200 7% 14.847) o 44508
General Retal 67868160 1% s28 37% 0.459) o 707,839
Otner 309677 134% 52430 136% o o 0
Market 199025258 60% 25 0% (#1,325) o 1451470
Annual Trends 12 Month e Formcasd Peak When Trough When
Vacancy Change (YOY) 1.0% 5% 0% st w1a2 50% 200703
Net Absorption SF 24m 157320 171227 8101583 2007Q1 (215994 200904
Dellveries SF 84K 208432 1715715 7259187 200803 406305 201101
Rent Grouth 7% os% 21% 3% 20701 “103% 200904
Sales Volume $28 $1.28 NA $268 2022Q3 $399.3M 2010Q1

Sales

OS ANGELES RETAIL

SALES VOLUME & MARKET SALE PRICE PER SF

$500 $3.50

Forecast

$450 $3.00

$400 $2.50

$2.00

£ 8350

$300 $1.50

$250 $1.00

$200 $0.50

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

M SalesVoume M Los Angeles Price/SF Ml United States Price/SF

Sales

INLAND EMPIRE RETAIL

SALES VOLUME & MARKET SALE PRICE PER SF
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OS ANGELES RETAIL

MARKET RENT PER SQUARE FEET
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INLAND EMPI TAIL

MARKET RENT PER SQUARE FEET
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MULTIFAMILY HOUSING TRENDS

LOS ANGELES MULTIFAMILY TRENDS

INLAND EMPIRE MULTIFAMILY TRENDS

Overview

S ANGELES MULTIFAMIL

12 Mo. Delivered Units 12 Mo. Absorption Units Vacancy Rate 12 Mo. Asking Rent Growth

9,090 7,592 3.9% 3.1%

KEY INDICATORS

Current Quarter Units VacancyRate  AskingRent  EffectiveRent  APTIPUON  pelivereaunits  Under Constr
485 Star 141,497 75% $3277 $3.248 9 0 24,647
3 Star 215,897 35% $2,309 $2.298 3 33 3536
182 tar 647,065 32% $1.670 $1.663 0 o 35
Market 1,004,459 39% 2186 s2173 a2 3 28218
Annual Trends 12 Month 'ﬂ:‘:’:::‘ :“‘4'.‘;’.‘ Peak When Trough When
Vacancy Change (YOY) 0.1% 44% a2% 60% 202003 31% 200003
Absorption Units. 7,592 5,026 6,951 32262 2021Q4 (5:311) 2002 Q1
Delivered Units 50% 6.100 9267 12472 2021 Q1 77 201104
Demolished Units 185 656 07 1.564 201003 a9 20022
Asking Rent Grovih (YOY) 31% 26% 26% 1% 2001 Q1 2008 Q4
Effective Rent Growth (YOY) 32% 26% 26% 4% 20201 2008 Q4
Sales Volume $1248 $6.68 NA $14.88 2022Q2 $1.78 2010Q1

Overview

1 D EMPIRE MULTIFAMILY

12 Mo. Delivered Units 12 Mo. Absorption Units Vacancy Rate 12 Mo. Asking Rent Growth

1,395  (2,363) 4.8%  2.6%

KEY INDICATORS

GurrentQuarear Unts VacancyRme  AskngRemt  EfeciveRent AN paivareguns  UnderCons
485 Star 36200 8.1% $2499 $2479 0 o 5115
3 Star 71,795 4.1% $2,004 $1.991 0 0 1315
182 Star 60,708 36% $1,328 $1.321 0 0 0
Market 168,703 48% $1,943 $1.931 0 0 6,430
At Trends 2l [N e e Pesk when Trough When
Vacancy Change (YOY) 22% sa% 3% 0% 200301 20% 202102
Absorption Units (2.363) 1,600 980 6,336 2021Q1 (2.367) 2022Q4
Delivered Unis 139 1733 1995 327 200503 B 201104
Demolished Units 31 El s 2% 201304 ° 202104
Asking Rent Growth (YOY) 26% 0% 26% 151% 202104 8% 200902
Effective Rent Growth (Y0Y) | 22% 0% 2% 154% 202103 7% 200802
Sales Volume 5178 s128 NA s 2202 seaM 2093

Sales

SALES VOLUME & MARKET SALE PRICE PER UNIT
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INLAND EMPIRE MULTIFAMILY

SALES VOLUME & MARKET SALE PRICE PER UNIT
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OS ANGELES MULTIFAMI

MARKET RENT PER UNIT BY BEDROOM
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HOSPITALITY TRENDS

LOS ANGELES HOSPITALITY TRENDS

INLAND EMPIRE HOSPITALITY TRENDS

Overview

OS ANGELES HOSPITALITY

62.8% $114.19 $71.75 10.1M  6.3M

KEY INDICATORS

class Rooms  12MoOcc  12MoADR  12MoRevPAR  12MoDeliversd UnderConstuction
Luxwry 8 Upper Upscale 1566 700% $165.30 $11575 0 [
Upscale & Upper Midscale 12614 66.2% $134.18 $88.88 388 900
Midscale & Economy 13,370 58.9% $87.10 $51.33 131 41

Total 27,550 628% $11440 §11.75 s17 941
Average Trend Current Mo Yo 12M0 Historical Average  Forecast Average
Occupancy 563% 623% 636% 628% 626% 64.9%
Occupancy Change £3% 52% 40% 28% 0.2% 08%
ADR $11289  $11600  $11619 st14.19 $90.16 $125.13
ADR Change 55% 43% 107% 11.0% a9% 28%
RevPAR $63.58 §7230 $73.30 $71.75 $62.11 $81.25
RevPAR Change 14% 05% 63% 80% 41% 37%

Overview

INLAND EMPIRE HOSPITALITY

12 Mo Occupancy 12 Mo ADR 12 Mo RevPAR 12 Mo Supply 12 Mo Demand

66.4% $154.02 $102.24 18.8M 12.5M

KEY INDICATORS

Class Rooms 12MoOcc  12MOADR  12MoRevPAR 12MoDelivered  Under Construction
Luxury & Upper Upscale 10.905 605% s271.12 16391 3% 673
Upscale & Upper Midscale 20500 725% $150.10 $108.87 651 1221
Midscale & Economy 21,137 636% $100.82 $64.09 255 658
52,542 66.4% $154.02 $10224 1,304 2552
Average Trend Curent 3mo Yo 12M0 Historical Average  Forecast Average
Occupancy 665% 65.9% 665% 664% 64.1% 66.0%
Occupancy Change 1% 10% 24% 49% 01% 0.1%
ADR SI5661 14838 | 15455 $154.02 12795 $159.81
ADR Change 44% 30% 188% 201% 61% 14%
RevPAR $104.10 59778 $10283 $10224 5619 $10554
RevPAR Change 33% 41% 216% 259% 61% 15%

Sales

OS ANGELES HOSPITALITY

SALES VOLUME & MARKET SALE PRICE PER ROOM
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Sometimes you need info on the most up to date market trends, within your
network. You’ve seen the quarterly trends, but stay up to the minute on weekly
shifts, major market news, and the latest analysis of commercial real estate
developments in the LA and

Inland Empire areas. Get the updates you need when you need

them, by connecting with us on LinkedIn.

We’re continually analyzing, watching, and trend-spotting:
follow us on LinkedIn to and find the commercial real estate
news you need about your area, right in your feed.

And if you need an appraisal or valuation on any kind of
commercial property, we’re here to help. Feel free to reach out
via Linkedln, or call our offices anytime: we’re always here to assist.

We have 80 appraisal offices across the country and offer a single point of
contact for multi-state portfolio valuations. Contact Matt Lubawy for more
information.

FOLLOW US ON LINKEDIN

Independent valuations for a variable world.
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In the first part of this two-part series, we
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These are the top ten commercial

We are pleased to bring you quarterly market trends for rental rates, pricing, and trends for industrial, office, retail, and
multifamily properties in the greater Los Angeles and Inland Empire markets as reported by CoStar™. We have been proudly
serving the greater Los Angeles and Inland Empire commercial markets since 2002. We provide appraisal services for
lending, litigation, estate planning (gifting, date of death valuations, including fractional interest valuations), right-of-way and
personal property appraisals. For an appraisal consultation or quote for any of these services, please call us at (626) 486-

9327 or email us at LA@valbridge.com.
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