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It’s a tale of two cities when it comes to the office market, with Los Angeles continuing to experience
record high vacancy rates and a dismal outlook, while the Inland Empire boasts the nation’s lowest
vacancy rate for office space among the 50 largest markets. It’s safe to say that the white-hot
industrial land rush has cooled, as imports from Asia fall and interest rates continue to impact
developers, investors, and potential purchasers. Higher interest rates and changing economic
conditions continue to impact sales and growth; for most sectors (excluding LA’s office submarket),
2024 is likely to bring modest improvements. Slowing job growth and nerves about a recession, paired
with increasing costs of living in most areas, has kept consumers wary and forecasts conservative.

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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INDUSTRIAL SECTOR HIGHLIGHTS

LOS ANGELES TRENDS

The cool-off in trade flow from Asia, amplified by
impact of higher interest rates, spells an uncertain
short-term outlook for the sector.

The vacancy rate has risen from 1.7% in 1Q22 to 4.2%
today; availability stands at 6.0% and many tenants
have started to put space back on the market.

Rents have remained relatively flat since 4Q22.
Average cap rates across property types are at 4.8%.

OFFICE SECTOR HIGHLIGHTS

LOS ANGELES TRENDS

Vacancy rates remain high, at 15.1% (matching last

quarter’s 15.2%), with little improvement on the horizon.

Asking rents are holding steady, but the need to offer
generous tenant concessions and the wide availability
of competitively priced sublease space means that
rents are like to decline in the mid to near term.
Defaults (and ensuing distressed sales) are likely to
become more prevalent as the market remains weak.

RETAIL SECTOR HIGHLIGHTS

LOS ANGELES TRENDS

MULTIFAMILY HOUSING SECTOR HIGHLIGHTS

Five consecutive years of population losses paired
with shifting economic conditions have resulted in
negative demand and expanding vacancy rates.
Average asking rents increased by only 0.6% over the
past 12 months, trailing the national average of 3.5%.
Pricing for L.A. retail properties has grown by an
annual rate of 3.3% over the past five years, reaching
$420/SF, but that is likely to slow or reverse in 2024.

LOS ANGELES TRENDS

Apartment market conditions in Los Angeles are cooler

headed into the fourth quarter of 2023.

Demand was insufficient to absorb the 12,000 net new
units added in the past 12 months, and vacancy rates
are up from 4.4% in 3Q22 to 4.8% for 3Q23.

Landlords are eager to attract tenants, keeping rents
nearly flat (up 0.5%) while offering more concessions.
Sales prices will continue to erode through 2024.

HOSPITALITY SECTOR HIGHLIGHTS

LOS ANGELES TRENDS

VALBRIDGE PROPERTY ADVISERS | LOS ANGELES-INLAND EMPIRE

Although occupancy, ADR, and RevPAR YTD
improved through August of 2024, summer hotel
performance was soft.

All metrics are projected to experience improvement
over the next five years, but those improvements are
likely to be modest until 2026 (with the FIFA World
Cup) and 2028 (when LA hosts the Olympics).

INLAND EMPIRE TRENDS

Tenant demand has dissipated this year: of the 30
million sq. ft. of industrial space completed since the
beginning of last year, 20% is vacant heading into the
fourth quarter of 2023.

Rental growth is still positive, but down from the highs of
2021-22, and projected to slow to 6% by year’s end.
Over the past 12 months, average cap rates have
remained above 5%, with a moderate rise persisting.

INLAND EMPIRE TRENDS

Consistent tenant demand, limited supply risk, and
outperformance relative to the LA market post-pandemic
has buoyed investment activity even as higher capital
costs weigh on investors.

The IE’s vacancy rate is the lowest in the nation’s top 50
largest markets, at 5.9% as the fourth quarter begins.
Cap rates are up, ranging from 8-9% due to higher
borrowing costs, and should continue rising in 2024.

INLAND EMPIRE TRENDS

The IE’s retail market has performed well over the past
three years as higher-income households have moved
into the area.

Vacancies for the sector as a whole are low, at 5.8%
(with neighborhood centers highest at 6.8%, and
freestanding general retail buildings lowest at 3.3%).
Cap rates are averaging 5.8%, and most properties
trading are fully or almost fully leased.

INLAND EMPIRE TRENDS

After five quarters of occupancy losses, the third quarter
saw a rise in demand in the |IE multifamily market.
Supply growth is forecasted to outpace demand in the
near term, so rents have grown minimally, up only 0.5%.
Average asset pricing has fallen to $280,000/unit as of
the beginning of the fourth quarter, and cap rates are in
the 5% range; average market pricing is projected to fall
slightly further through 2024 and improve in 2025.

INLAND EMPIRE TRENDS

Occupancies over the past 12 months average 65.6%,
slightly outperforming the national average of 63.2%.
Twelve month RevPAR has remained essentially flat,
with marginal improvement predicted.

In 2022, the average market price per key improved
from $149,000 to $172,000; this year, the market price
per key is forecast to increase to $175,000.
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LOS ANGELES INDUSTRIAL TRENDS

INLAND EMPIRE INDUSTRIAL TRENDS

OVERVIEW

12 Mo Deliveries in SF 12 Mo Net Absorption in SF

Vacancy Rate

LOS ANGELES INDUSTRIAI

12 Mo Rent Growth

3.2M

KEY INDICATORS

(16.9M)

4.2%

5.3%

Current Quarter RBA Vacancy Rate Market Rent
Logistics 843,254,427 45% $19.15
Spacialized Industrial 252,286,350 3% $17.50
Flex 56,927,302 52% $2561
Market 952,468,119 42% $19.21
Annual Trands 12 Month el o
Vacancy Change (YOY) 19% 3% 37%
Net Absorption SF (16.9M) 1883706 512668
Deiiveries SF 32M 5378081 3857015
Rent Growth 53% 4.9% 5.6%
Sales Volume 78 s388 A

Avallabiity Rata NOHASSOIPUON  pogerigg gp o URder
6% (1,473,148) 0 7,530,600
40% (149,195) o 31,541
7.4% (10,153) 0 128,087
80% (1,632,496) 0 T.890.238
Peak when Trough When
56% 201001 18% 202201

13836332 202104 (15250014) 202303
13612263 200201 704,157 201101
183% 202202 45% 200904
5068 202202 $079.3M 200003

OVERVIEW

| ND EMPIRE INDUSTRIAI

Vacancy Rate

4.9%

12 Mo Deliveries in SF

19.5M

12 Mo Net Absorption in SF

(5.9M)

12 Mo Rent Growth

7.8%

KEY INDICATORS
Curront Quarter RBA VacancyRate  MarkstRont  Availabilty Rate M AU poiverisssr o Uider
Logistics 620,086,063 5.2% s13.80 10.5% 11,686,530) 0 41251424
Specialized Industrial 101,228,542 3.3% $14.79 53% (386,903 0 843834
Flex 15,934,550 45% 1838 53% (21,198) 0 22500
Markat 737,250,185 49% s14.40 or% (2.094,631) 0 42,117,758
Historical Forecast

Annual Tronds 12 Month priiis P Peak When Trough When
Vacancy Change (YOY) 34% 6.0% 4% 122% 2000 03 13% w2202
Net Absorption SF (5.9M) 17673002 17373361 33283666 202104 (3730228) 202303
Deliverios SF 19.5M 18865804 19636674 3877362 200604 1346120 201103
Rent Growtn 8% 5.1% 59% 16.4% 202202 82% 200904
Sales Volume $8.48 s258 NA s10.18 2023 Q1 $486.4M 2001 Q2

SALES

SALES VOLUME & MARKET SALE PRICE PER SF

S ANGELES INDUSTRIAI

SalesVolume Wl Los Angeles Price/SF
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RENT

MARKET RENT PER SQUARE FEET

LOS ANGELES INDUSTRIAI
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LOS ANGELES OFFICE TRENDS

INLAND EMPIRE OFFICE TRENDS

OVERVIEW

12 Mo Deliveries in SF 12 Mo Net Absorption in SF

Vacaney Rate

OS ANGELES OFFICE

12 Mo Rent Growth

3M  (2.9M)

15.1%

-0.4%

OVERVIEW

INLAND EMPIRE OFFICE

12 Mo Rent Growth

2.2%

12 Mo Deliveries in SF

191K

12 Mo Net Absorption in SF

59.6K

Vacancy Rate

5.9%

Sales Volume Ml Los Angeles Price/SF

KEY INDICATORS KEY INDICATORS
Currant Quarter RBA Vacancy Rale  MarketRenl  Avaisbilly Rate MOUAVOPUN oo e Under Currant Quarter ReA VacancyRate  MarketRent  Availabiliy Rate  NOVAUSOTPUON poyggq gp o Under
44 55tar 175,054 673 212% $47.50 254% {187,007) L] 3,109,581 4&5Star 8,900,841 5% $32.50 10.0% (20,512) o 86,711
3Star 161,137 835 128% $39.97 15.5% {142,605) ['] 261556 3 Star 37,076,008 6.2% $26.38 8.8% (1.375) 0 187,829
14& 28t 102,326,355 8.1% $35.44 9.2% (108,115) ° 5,100 182 Star 31,553,093 54% $2269 6.6% (29,184) 0 a
Market 439,418,083 15.4% $41.97 18.0% {435,907) o 3,376,237 Market 77,529,742 59% $25.59 8.0% (s1,071) L] 254,540
p— e Moo Foa T p—, o M e, e
Vacancy Change (YOY) 1.2% 108% 18.4% 15.1% 202304 6.7% 2007 Q3 Vacancy Chango (YOY) 0% 9.3% 76% 15.8% 2009 Q3 5.6% 2023 01
Net Absorption SF (2.9M) 744,036 (4,187,085) 13231919 2000Q1 (10,048,732) 2021 Q1 Net Absorption SF 58 6K 989,559 (2563,244) 2,982,518 2006 Q2 61,768 2008 Q4
Deliveries SF am 2,470,521 827978 4,754,323 2002 Q3 626,975 1997 Q1 Deliveries SF 19K 1,087,594 213742 4,648,037 2007 Q4 121,972 2017 Q2
Rent Growin 0.4% 1% -1.6% 148% 2007 Q3 200903 Rent Gronth 22% 25% 0.1% 106% 2001 Q2 121% 200904
Sales Valume 5298 58 A s1158 W73 STeM 20904 Sales Volume ssazm Sa143M A s7B8.1M 202204 $1033m 2009 04
0OS ANGELES OFFICE INLAND EMPIRE OFFICE
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LOS ANGELES RETAIL TRENDS

INLAND EMPIRE RETAIL TRENDS

OVERVIEW

12 Mo Deliveries in SF 12 Mo Net Absorption in SF

LOS ANGELES RETAIL

Vacancy Rate 12 Mo Rent Growth

1.1M (1.1M)

5.4% 0.6%

KEY moicaTORS
Curso e NI Vo Ve Ay e MOS0 gy Unde
Malls 41,264,560 11.6% $44.18 8.0% o 0 421,069
Power Center 22,385,922 3% s35.27 58% (6.885) 0 [y
Neighborhood Canter 104,120,194 6.3% $34.02 6.8% (10.754) o 78,893
Sirip Center 35,002,632 55% $31.86 B.0% (40.674) 0 26,487
General Retail 245,055,731 40% $35.95 48% (53.874) 0 899,112
Other 2423871 B0% $41.56 9.1% o 0 o
Market 451,242,010 54% $35.61 58% (112187) 0 1,425,561
PR ey M ot gy - Trouan woen
Vacancy Change (YOY) 0.4% 4T% 5.3% 5.6% 2010t 2.8% 2007 Q3
ot Asspton SF G e @m0 esass a0 (0519 wea
Deliveries SF 11M 2,183,504 827,835 6,485,668 2008 3 751,345 202301
Rent Growth o 15% [ s ava w0
Sales Violume $3.98 3378 NIA §728 202203 200904

OVERVIEW

INLAND EMPIRE RETAIL

12 Mo Deliveries in SF 12 Mo Net Absorption in SF Vacancy Rate 12 Mo Rent Growth
874K 903K 5.8% 5.3%
KEY INDICATORS
Cumen Guner RoA  VecmcyRaie  Maraters  AvolabityRate MSAEBIN o e Unde
Maity 15,139,647 14.0% $33.95 6.6% 2152 0 3,300
Pawer Center 19.894,342 44% $30.80 5.1% 2,957 0 27,000
Noighbooos Gorter waras ems s san o381 o sseas7
Strip Center 15,386,357 4.5% $23.25 56% 4,061 0 215492
General Retail 69,202476 33% s23.27 4.1% (7.634) 0 380,441
Other 3,104,604 12.7% $25.22 127% 2476 0 o
Market 201,954,712 5.8% $25.93 6.3% 23,393 o 1,179,730
Historical Forecast

PR Gl Ml Fonean Pk When Troush Wren
Vacancy Change (YOY) 01% T4% 6.3% 8.5% 2011Q2 49% 2007 Q3
et Absorpton 57 Wk s s szmas  awran  (1sess) w90
Deliveries SF BT4K 2,037,568 1422279 7.220141 2007 Q1 407,729 20111
Remt Growth 5.3% 0.8% 1.9% 6.1% 2007 Q1 9.9% 2009 Q4
Sales Volume $1.48 $128 WA $2.68 2022 Q3 $398.1M 2010Q1

SALES

SALES VOLUME & MARKET SALE PRICE PER SF

OS ANGELES RETAIL
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INLAND EMPIRE MULTIFAMILY TRENDS

LOS ANGELES MULTIFAMILY TRENDS

OVERVIEW OVERVIEW

OS ANGELES MULTIFAMI INLAND EMPIRE MULTIFAMI

12 Mo. Delivered Units

12 Mo. Absorption Units

Vacancy Rate

12 Mo. Asking Rent Growth

12,454

KEY INDICATORS.

4,976

4.8%

0.5%

12 Mo. Delivered Units

12 Mo. Absorption Units

Vacancy Rate

12 Mo. Asking Rent Growth

1,875

KEY INDICATORS

(1,007)

5.9%

0.5%

Gurront Quartor Units Vicancy Rate  AskingRent  EffectivoReat  APIOPYON  poieroqunis  UNOT CONIT Curront Quarter nits VacancyRate  AskingRent  EffectvaRent  AUSOEON  pogucuqunits  Under Constr
4855Sar 151,546 89% 33,253 53214 ar 0 18,008 48 55ur a7em 9.5% 52,540 $2.520 2 0 4,485
3tar 217.354 45% 52348 52336 ] 0 3848 35tar 217 52% 52030 52016 1 o 2228
182 Star 646,598 38% 51,724 51715 0 ) 4% 182 Star 60,273 46% $1,303 §1.388 0 0 [
Markot 1017498 a8 s2.230 52214 £l 0 23351 Market 71901 59% $1.994 $1,980 3 0 6722
Annual Tronds 12Menth s ol Paak When Trough Wihen Annual Trands 12 Month e Forvcent Pask Wran Traugh When
Vacancy Change (VOY) 0.7% 45% 4.5% 6.0% 202003 3% 2000 Q3 Vacancy Change (YOY) 16% 54% 59% 80% 2009 Q1 20% 2021Q2
Abscrpion Units 4976 4903 5810 30,990 202104 (5.125) 20021 Absorption Urits (1.007) 1532 1609 6500 w11 @718) wna
Dalivared Units 12,454 6319 5723 12817 202101 &17 w1104 Defvered Units 1875 1776 1807 3021 2005 @3 16 01104
Demolished Units 117 637 85 1,556 201003 49 2002 @2 Demolished Units 0 st 65 296 201304 0 02303
Asking Rent Growth (YOY) 05% 25% 27% 81% 2001 @1 -6.9% 200904 Asking Rent Growth (YOY) 0.5% 39% as% 45% 202103 48% 2009 02
Effeciive Rent Growth (YOY) 0.3% 2.5% 27% 8.1% 200101 6.9% 2009 Q4 Effective Rent Growth (YOY) 0% 3% 8% 15.0% 202103 4.8% 2009 Q2
Salos Volume 5598 $6.58 WA s1468 202202 3178 w10 Sales Volume $67aM 128 [ $3.98 202202 $66.1M 00903

SALES

SALES

OS ANGELES MULTIFAMI INLAND EMPIRE MULTIFAMILY

SALES VOLUME & MARKET SALE PRICE PER UNIT

SALES VOLUME & MARKET SALE PRICE PER UNIT
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LOS ANGELES HOSPITALITY TRENDS

INLAND EMPIRE HOSPITALITY TRENDS

OVERVIEW

12 Mo Occupancy 12 Mo ADR 12 Mo RevPAR

LOS ANGELES HOSPITALITY

12 Mo Supply 12 Mo Demand

71.7%

KEY INDICATORS

$198.20 $142.19 41.9M

30M

Class. Rooms 12MoOcc  12MoADR
Luxury & Upper Upscale 44,340 1% $265.09
Upscale & Upper Midscale 34,848 75.5% §170.09
Midscale & Economy 7,423 65.6% si11.12
Total 116,611 nm s198.20
Average Trend Curront Mo 1o
Occupancy 76.6% 75.7% T2T%
Occupancy Change 54% 14% 29%
ADR $21157 520555 520075
ADR Change 45% 11% 2.4%
RevPAR $161.96 $15552  §14586
RevPAR Change 10.1% 25% 5.4%

12Mo RevPAR 12MoDeliversd  Under Canstruction
$211.15 255 224
$130.66 1156 1.276
57281 122 828
s142.18 1533 2329
12Mo Historical Average  Forscast Average
TI% 67.3% 9%
35% AT% 19%
§198.20 $173.48 $21072
4% 28% 31%
§142.18 $11675 $17101
8.3% 1.0% 5.0%

OVERVIEW

| ND EMPIRE HOSPITALITY

12 Mo Supply

$155.57 $102.02 19.1M

12 Mo Occupancy 12 Mo ADR 12 Mo RevPAR

65.6%

12 Mo Demand

12.6M

KEY

Ciass Rooms 2MoOwe  12MpADR  iZMoRsvPAR i2MoDelvered  Under Comsiucton
Luxury & Upper Upscale 11,491 62.0% $278.30 s17251 &1 s70
Upscale & Upper Midscale 19,908 736% $150.11 $110.56 540 1,088
Midscale & Economy 22208 50.3% $95.34 s57.48 413 639
Total 53607 65.6% s155.57 $102.02 1,014 2215
Average Trend curmont 3mo Yo 1m0 Hitorical Average  Forecast Avarage
Occupancy sT.T% 61.6% 6.0% 65.5% 630% 63.7%
Qczupancy Change 52% -32% 2% 1.0% 04% 03%
ADR $12502  $133.06  $158.30 15557 s133.12 $16471
ADR Change 23% -1.6% 1.7% 2.0% 5.68% 22%
RevPAR §7265 $81.95 $104.92 $102.02 $85.07 $104.88
RevPAR Change 3% 4% 05% 09% 52% 18%
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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 “ et S s
commercial real estate developments in the LA and Inland = R

. Office-to-residential conversion is gaining ground with foreig
Empire areas. Get the updates you need when you need them,
by connecting with us on Linkedin.

commercial real estate, says AFIRE’s latest International Inve:
9 out of 10 investors anticipate converting existing office pro

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.

THE CONVERSION QUESTION

The & offce vals which WHAT HEEDS TO HAPPEN WITH THE MAJORITY
e

FOLLOW US ON LINKEDIN »

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.

VALBRIDGE PROPERTY ADVISERS | LOS ANGELES-INLAND EMPIRE
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