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QUARTERLY MARKET UPDATE

LAS VEGAS-RENO 2Q23

Despite the pressures of inflation and higher interest rates, the Nevada economy had a strong second
quarter in 2023, with gaming revenue in the state surpassing $1B for the 23rd consecutive month.
Annual job growth in the Las Vegas metro has continued to outperform the national average; Reno has
likewise seen overall job growth, and an influx of workers to the region seeking lower costs of living
has seen office using jobs specifically grow by more than 5% year over year.
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Industrial sectors in both areas are continuing to see positive performance; retail likewise is enjoying solid growth.
Multifamily and office sectors are not keeping pace with the national averages: housing in particular is softening
more than anticipated, with landlords in competition for renters. Office space vacancies are rising and more sublease
space is coming onto the market; conditions will likely remain suboptimal over coming quarters as interest rates rise.

In the following pages, we outline the major market trends in the Las Vegas and Reno 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 | LAS VEGAS-RENO
Matthew Lubawy, MAI, CVA, Senior Managing Director

3034 South Durango Drive #100, Las Vegas, NV 89117
nevada@valbridge.com . (702) 242-9369

www.valbridge.com



INDUSTRIAL SECTOR HIGHLIGHTS

LAS VEGAS TRENDS

Down from all-time pandemic-era highs, vacancy rates
have risen to 3.0%, due in part to the delivery of
almost 10 million square feet in new construction.
Rent gains are also slowing, averaging 11.2% for the
quarter (as compared to 16.4% at this time last year).
Flex inventory continues to command the highest
asking rents, at nearly a third higher than the metro
average and 35% more than logistics spaces.
Investments have leveled off with the rapid rise in
interest rates but rent growth has kept values stable.

OFFICE SECTOR HIGHLIGHTS

LAS VEGAS TRENDS

Weakening market conditions, rising vacancy rates,
and increases in sublet and availability rates all spell
concern for the Las Vegas office market.

Rent growths have slowed for the second straight
quarter (from 5% in 1Q23 to 4% in 2Q23).

Conditions are not dire: the vacancy rate, although
higher at 10.3%, is still below the historical average of
13.6%.

The average price per SF hovers around $240, while
average cap rates are at 8.3%.

RETAIL SECTOR HIGHLIGHTS

LAS VEGAS TRENDS

MULTIFAMILY HOUSING SECTOR HIGHLIGHTS

With tourism, convention traffic, and gaming revenue
all up significantly, retail has seen a strong Q2.
Consistent demand paired with minimal development
has kept vacancy rates compressed, with general
retail at a rate of 3.3% for the quarter (5.3% across all
types of retail spaces).

Rent growths are at 8.3% annually, with malls seeing
the highest gains in the metro area at +12.3%.
Average cap rates are 5.9%, with the average price
per SF at $320.

LAS VEGAS TRENDS

« Vacancy rates are high, at 9% for the quarter, and are

projected to near 10% by the end of 2023.

Low demand and oversupply were the trend in 2022,
but improving demand in Q1 of 2023 and a growth in
out-of-market search activity may offer some
improvement in asking rents, which are down 3.1% year
over year. The average asking rent in the metro area is
$1,440/month (below the national average of $1,670).
Given the market conditions paired with higher interest
rates, some investors are pumping the brakes, while
others are anticipating upcoming distressed sales.

VALBRIDGE PROPERTY ADVISERS | LAS VEGAS-RENO

RENO TRENDS

Development is very active, and multiple projects have
delivered in recent months, bringing nearly 7 million SF
of new inventory onto the market.

Consequently, vacancy rates have ticked up to 4.1%;
while there is a minimal risk of oversupply, the demand
in the market will likely support this new supply easily.
Rents have grown by 5.4% this quarter, and the average
asking rent is $9.06/SF.

Despite rising interest rates, industrial inventory is likely
to outperform other sectors in the near to medium term.

RENO TRENDS

Rent growth of 2.3% is strong compared to the national
average, although average asking rents are low, at only
$24/SF.

However, the steady conditions of the past several
quarters are likely to deteriorate somewhat in coming
months: with an overall vacancy rate of 10.1% and
270,000 SF currently under construction, there is too
much product on the market to realize significant
increases in rents in the short term, particularly as
additional sublease space becomes available.

RENO TRENDS

Population growth (nearly double the national average)
has spurred retail activity as well: the vacancy rate has
remained at one of the lowest-ever points (4.6%) over
the the past year.

Average asking rents are at $22/SF for the market, but
new construction is in high demand, and leasing at
premium rates. Rent growth is at 4.8% for the quarter.
But rents will have to rise higher for developers and
investors to undertake new projects: only 21,000SF of
new construction is currently underway.

RENO TRENDS

« Vacancy rates are up to 8.8% largely as the result of

increased inventory that has delivered in the past
quarter; robust construction activity means that trend is
likely to continue.

Pandemic-era population growth in the area led many to
bet that demand would meet the increased supply, but
thus far demand has remained softer; rent growths are
down 1.9% over the past twelve months.

Lower sales volume over the past quarter is projected to
continue throughout 2023; pricing corrections and cap
rate expansions have already begun.
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LAS VEGAS INDUSTRIAL TRENDS

RENO INDUSTRIAL TRENDS

OVERVIEW

S VEGAS INDUSTRIA
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KEY INDICATORS
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LAS VEGAS OFFICE TRENDS

RENO OFFICE TRENDS

OVERVIEW

AS VEGAS OFFI
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LAS VEGAS RETAIL TRENDS

RENO RETAIL TRENDS

OVERVIEW

12 Mo Deliveries in SF 12 Mo Net Absorption in SF Vacancy Rate 12 Mo Rent Growth
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LAS VEGAS MULTIFAMILY TRENDS

RENO MULTIFAMILY TRENDS

OVERVIEW

AS VEGAS MULTIFAMI
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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 Las Vegas and
Reno 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 »

. Valbridge Property Advisors | Las Vegas | Reno

mo - @
‘What we're watching: construction spending is up natiomwide. Despite g
pradictions from Wall Streat, construction spending from the US governs
and private companies rose 1.2% in April of this year ta $1.91 trillion, acc
to the Commerce Department. The construction sector is a significant e
growth at the moment, with 64,000 jobs added to the sector in May 202
[accounting for a little more than 20% of all jobs created by the private 5

The biggest increase came from private nonraesidential construction, a s
that saw gains of 2.4% over March's numbers: good news for commerncis

power, and manufacturing construction, which posted the biggest gains.

f#growth #construction #commercialrealestate #jobs

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 Las Vegas and Reno markets as reported by CoStar. We have been proudly serving Nevada commercial markets since 1987. 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 (702) 242-9369, or email us at

nevada@valbridge.com.
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