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Industrial properties continued to perform strongly in Q2, with the Inland Empire outpacing the greater
Los Angeles area. The future of office space remains an open question, as defaults are on the rise and
further rate hikes from the Federal Reserve are predicted before the end of the year.

The post-pandemic recovery in employment levels for the Los Angeles area has been slow relative to the nation,
and, depending on their duration, the combined effects of the WGA and SAG-AFTRA strikes may adversely impact
the LA economy. In Los Angeles, transportation firms have grown payrolls by nearly 10% since February 2020, while
accommodations payrolls are 13.5% lower. Heavy traffic through the ports of Long Beach and Los Angeles, combined
with the demands of e-commerce, continue to drive demand for logistics solutions in the industrial sector. However,
a slow down in Asian imports combined with ongoing labor disputes between the International Longshore and
Warehouse Union and the Pacific Maritime Association is beginning to cool an over-performing sector.

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. 



INDUSTRIAL SECTOR HIGHLIGHTS

OFFICE SECTOR HIGHLIGHTS

RETAIL SECTOR HIGHLIGHTS

MULTIFAMILY HOUSING SECTOR HIGHLIGHTS

HOSPITALITY SECTOR HIGHLIGHTS
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LOS ANGELES TRENDS

Asian imports have slowed: loaded inbound
containers declined by 30% through April of 2023
compared to the previous year. 
Consequently, the vacancy rate has risen from 2.2% (a
year ago) to 3.7%, and rents have remained flat over
the past quarter.
The L.A. metro average market price is $340/SF, with 
 cap rates among the lowest in the nation.

INLAND EMPIRE TRENDS

As a wave of new construction is reaching completion,
demand has dissipated: of the 30+ million square feet of
industrial space completed since the beginning of 2022,
roughly 20% remains vacant today. Vacancy rates have
risen over the past four quarters to reach 4.0%. 
Rent growth is at 11% for Q2, easily outpacing the
national average, but less than in previous quarters.
Cap rates are averaging 5.0% so far in 2023 (to date).

LOS ANGELES TRENDS

Investors seem cautious about infusing capital into a
sector whose future is uncertain; several recent sales
have reflected substantial discounts for buyers.
Vacancy rates remain at record levels, but rents are
holding steady with a 0.3% gain in Q2.
Although the overall sector is continuing to deteriorate,
some locations (notably Century City) are seeing
success, and latest-generation spaces are in demand.

INLAND EMPIRE TRENDS

Office rents in the Inland Empire currently average
$26.00/SF gross, and have increased 2.9% over the past
12 months.
Rents are low compared to neighboring areas, and
consequently, development activity is minimal.
Cap rates have increased to 8.0% and are projected to
rise higher through 2023, plateauing in the 9% range as
investors face higher borrowing costs.

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

Average asking rates are up 1.3% over the past 12
months, trailing the national average of +3.5%. 
Tight availability and growing demand for space have
resulted in stronger rent growth for neighborhood
centers relative to the wider retail market. 
The implementation of a new and substantial transfer
tax on April 1 within the city of Los Angeles prompted
a flurry of transactions to beat the deadline. 

Strong demand has pushed the vacancy rate down to
5.9% and rents have grown by 5.2% over the past 12
months, outperforming the national average.
Leasing activity has been driven by food services, fitness
centers, grocery stores, and discount retailers. 
The current market cap rate of 5.8% is forecast to hit a
peak cycle cap rate of 6.7% by the end of 2025 as yields
adjust to higher costs of capital.

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

Rising interest rates have cooled transactions, with Q2
seeing only $807M in sales volume. Sellers in Los
Angeles now also face a 4% transfer tax for any sale
above $5 million (5.5% for any sale above $10 million).
In Santa Monica, any transaction above $8 million faces
a 5.7% transfer tax. 
Modest demand from renters has pushed the vacancy
rate up to 4.9%, and rents grew minimally (+0.8%) in Q2.

Performance is split across levels: rents in 1 & 2 Star
properties have grown by 3.6% over the past 12 months;
conversely, rents in 4 & 5 Star properties, have declined
by -2.4% over the past 12 months. 
Net absorption has been negative 4 quarters in a row.
Cap rates have increased from 4.1% to 4.6% and are
predicted to reach 5.2% by the end of 2024, but are
likely to improve thereafter. 

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

In the short term, the growth rate is likely to cool as
the result of inflation; however, long-term prospects
(including the 2026 FIFA World Cup and the 2028
Olympics) are strong.
Hotels in the Los Angeles market maintain one of the
highest occupancy and ADR levels nationally. 
In 2023, ADR is forecast to grow by 3.7%.

Bucking national trends, hotel rooms under construction
are up in the IE (2,400 rooms currently under
construction), representing a 4.5% increase in inventory.
The Talus development in La Quinta (including 2 hotels,
a conference center, housing, and 18-hole Arnold Palmer
golf course) is expected to deliver in 2024 after 20 years
in active development.
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LOS ANGELES INDUSTRIAL TRENDS
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LOS ANGELES OFFICE TRENDS
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LOS ANGELES RETAIL TRENDS
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LOS ANGELES MULTIFAMILY TRENDS
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LOS ANGELES HOSPITALITY TRENDS
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INLAND EMPIRE HOSPITALITY TRENDS



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 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 our Los
Angeles-Inland Empire office at LA@valbridge.com. 
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You’ve seen the quarterly trends - now stay up to date 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 to
see the commercial real estate news you need about our area, right in
your feed. 

FOLLOW US ON LINKEDIN →

mailto:la@valbridge.com
https://www.linkedin.com/company/valbridge-los-angeles-inland-empire/

