
QUARTERLY MARKET UPDATE
LOS ANGELES - INLAND EMPIRE 1Q23

Throughout the first quarter of 2023, the Los Angeles and Inland Empire markets have softened due 
to impact from losses in inflation-adjusted consumer spending. Although high building costs and 
lengthy approval processes have drawn out the timeline for some projects, the Inland Empire has 
maintained one of the largest and fastest-growing logistics presences in the nation. Similarly, Los 
Angeles maintains its unassailable position as a high-profile hub for entertainment and media.

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. Additionally, increased demand for 
streaming service and social media content has continued to buoy the L.A. economy. Prohibitive housing 
costs in L.A. do persist as a major impediment to hiring, and continue to serve as motivation for companies 
and workers to maintain a hybrid or remote office 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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•	 Vacancy rates are currently at 4.3% and rising, with the trend 
predicted to continue.

•	 27,000 units are currently under construction, making up 2.7% of 
inventory. Moderate tenant demand is anticipated in the near future.

•	 Market conditions are not very buoyant at this time.
•	 Apartment rent growth continues to decline from peak year-over-year 

gains of 8% in late-March to below 2%. 
•	 Since the end of last year, rents have stabilized.

LOS ANGELES
•	 Construction activity has reached record levels.
•	 The vacancy rate has increased over the past two years, from 2.0% 

to 5.3%. A portion of this change in rate has been influenced by 
communities that delivered within the past year and are in leas-up.

•	 Rent growth began to decelerate toward the end of 2022, but rents 
are once again growing.

•	 Demand for apartments has been fading  in recent quarters with net 
absorption turning negative.

INLAND EMPIRE

INDUSTRIAL

•	 Market conditions have softened, but availability is at 5.1%. This is a 
rate below most other markets across the nation.

•	 Industrial conditions will likely continue to be favorable to landlords in 
the foreseeable future.

•	 Vacancy rates have risen from 2.0% to 3.4% over the past year, with 
most of this increase occurring in the first quarter of 2023.

LOS ANGELES
•	 Developers are extremely active. There are 37.6 million SF currently 

under construction, which represents 5.2% of inventory.
•	 Asking rents have also significantly increased over the past five 

years, growing at 14.6% during the past 12 months.
•	 Sales volume currently totals $1.2 billion. This follows a record year 

in 2022 in which sales volume reached $9.9 billion.
•	 Overall demand for industrial properties has slowed. The vacancy 

rate has risen to 3.1%.

INLAND EMPIRE

OFFICE

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

•	 The office market is forecasted to experience muted construction 
activity in the coming years.

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

•	 The past 12 months saw 2.2 million SF of new office space added to the 
market.

•	 It is likely sales activity will remain subdued for the foreseeable future.

LOS ANGELES
•	 Rents in the Inland Empire market average $25.00/SF, trending 

40% lower than rents in Los Angeles, making the market an 
affordable alternative. 

•	 Large-scale leases are also relatively rare, with most leases in the 
market accounting for spaces under 10,000 SF.

•	 Rents have grown by 4.0% over the past 12 months, averaging 4.2% 
annual growth over the past five years. This is one of the strongest 
rent gains among any major office market.

INLAND EMPIRE

RETAIL

•	 Although L.A. has historically maintained lower vacancy rates than other 
markets across the country, the market vacancy rate now stands at 
5.3% compared to 4.2% for the nation.

•	 Rents in Los Angeles have increased at an average of 2.2% growth over 
the past five years, slightly trailing the national average increase of 2.9%. 

•	 Los Angeles has among the highest rents in the nation. Asking rates of 
$35.00 per SF are nearly double the national average.

•	 Development is hard to launch in this market.

LOS ANGELES INLAND EMPIRE
•	 Momentum in the leasing of retail space has slowed in 2023, with 

net absorption falling to negative territory this quarter.
•	 Strong demand is present in neighborhood centers, and there is 

minimal supply growth as well. The combined impact of these two 
facts has pushed down the vacancy rate to 6.0%. 

•	 Rents have grown by 6.1% over the past year, averaging an annual 
increase of 4.2% over the past five years.

•	 Market pricing has reached a record high of $300/SF and average 
market cap rates are currently at 5.7%.

HOSPITALITY

•	 Topline hotels continue to improve in performance year-over-year.
•	 Los Angeles is a unique market in that it is among the few able to 

achieve average occupency levels surpassing 70%.
•	 With approximately 3,200 rooms in 22 hotels under construction, Los 

Angeles is the market with the highest amount of inventory under 
construction in the state and among the highest in the country.

•	 The new Homelessness and Housing Solutions tax will likely impact 
investment activity in the market.

LOS ANGELES
•	 The nearly 2,700 rooms currently under construction represent a 

5.2% expansion relative to the size of the market. 
•	 The Inland Empire is an active market for hotel investment, seeing 42 

trades over the past year.

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 us for more information.

FOLLOW US ON LINKEDIN 

mailto:LA%40Valbridge.com?subject=
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