
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.

VALBRIDGE PROPERTY ADVISORS | LOS ANGELES-INLAND EMPIRE
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MULTIFAMILY HOUSING

•	 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.

LOS ANGELES
•	 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.

INLAND EMPIRE

INDUSTRIAL

•	 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.

LOS ANGELES
•	 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.

INLAND EMPIRE

OFFICE

•	 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.

LOS ANGELES
•	 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%.

INLAND EMPIRE

RETAIL

•	 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.

LOS ANGELES 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%.

HOSPITALITY

•	 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.

LOS ANGELES
•	 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%.

INLAND EMPIRE
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Independent valuations for a variable world.
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 CoStarTM. 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.

VALBRIDGE.COM | LOS ANGELES-INLAND EMPIRE

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 LinkedIn, 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 

mailto:mlubawy@valbridge.com
https://www.linkedin.com/company/cummings-appraisal-group-inc-/

