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Commercial real estate market conditions across Southern California are mixed, with significant
variation across geographic regions and sectors; labor conditions are key to projections for early 2024.

After several quarters of decline in Asian imports, traffic through Southern California ports is trending upwards in
early 2024: new agreements with labor unions paired with long waits at the Panama Canal (due to drought
conditions) are pushing some to dock in Southern California instead of the Gulf States. But imports are still down
about 10% from their abnormal early pandemic highs (mid-2020 to mid-2022), spelling a mediocre 2024 for the
industrial sector. In the office market, the Inland Empire maintains the lowest vacancy rate among the nation's largest
50 office markets, while vacancies in the neighboring LA office sector are nearly three times higher. Inland Empire
retail market conditions are cooling off, while LA retail market conditions are fully cooled: in both areas, projections
are forecasting flat to mildly unfavorable conditions in 2024. And although performance in the hospitality sector was
favorable in 2023, rising labor expenses, hotel worker protection ordinances, and victories for organized labor spell
an increasing hourly pay and limiting daily square footage cleaning amounts for 2024.

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

V A L B R I D G E  P R O P E R T Y  A D V I S E R S  |  L O S  A N G E L E S - I N L A N D  E M P I R E

C
O

M
M

ER
C

IA
L R

EA
L ES

TA
TE M

A
R

K
ET O

V
ER

V
IEW

LOS ANGELES TRENDS

Industrial market conditions have deteriorated:
vacancy rates are up (4.6%, vs 3.1% a year ago), and
many tenants have started to put space back on the
market. Available sublet space for lease has increased
from 6.6 million SF a year ago to 9.9 million SF. 
Asking rents are flat, with landlords offering generous
concessions (extremely rare a year ago). 
Cap rates are projected to rise over the next 1-2 years.

INLAND EMPIRE TRENDS

Vacancies were up through the end of 2023, and will
continue to increase through 2024 as supply growth
outpaces weaker occupancy gains.
Market rents declined 0.1% during last quarter of 2023,
although large logistics buildings are renting at 50%
above the national average.
Borrowing rates continue to place upward pressure on
cap rates in early 2024.

LOS ANGELES TRENDS

The office sector continues to fare worst of all
commercial sectors: vacancies are sky high at 15.6%
and show no signs of improvement any time soon.
When tenants are reupping leases, they are shrinking
their footprints: an average 2023 office lease was
around 30% smaller than the average 2019 lease.
Rents are down 0.4% and are forecasted to continue
declining for all of 2024.

INLAND EMPIRE TRENDS

At 6.1%, the IE office sector has the lowest vacancy rate
among the nation's largest 50 office markets. 
Rents were up 1.7% over 2023 as a whole, driven by
highly desirable medical office space.
Cap rates are in the 8% to 9% range due to higher
borrowing costs, projected to rise higher through 2024.
IE office valuations are likely to be more resilient through
2024 due to stronger demand and rent growth.

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

Minimal demand for retail space in Los Angeles has
led to slow rent growth: up only 1.3% over all of 2023.
A combination of factors, including net population
loss, higher labor costs for retailers, and consumer
preference for online options is likely to keep
conditions flat to mildly unfavorable over 2024.
Despite a strong performance in 2022, valuations for
shopping malls declined in 2023.

IE retail vacancy is at an all-time low of 5.4% in 1Q24.
Strong demand and limited supply has allowed landlords
to push rents higher, up 3.8% over 2023, but rents are
projected to flatten and decline through 2024.
Local economic conditions are cooling, and job growth
has fallen below the national average: neither spell good
news for consumer spending in the retail sector.
Sales volumes have declined for 7 quarters in a row.

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

Declining demand, economic uncertainty, and
continued population loss meant that vacancy
increased from 4.6% one year ago to 5.0% today. 
Average market rents are $2,220/month, driving  
tenants to seek better value for money in the North
Hills/Panorama City and Central San Fernando Valley
submarkets, while steering clear of pricier DTLA.
Sales prices will continue to erode throughout 2024.

Market conditions over the past several years have been
volatile, and although demand has shifted to a positive
trend, it is being outpaced by supply growth, which is
ramping up to record levels heading into 2024. Vacancy
rates are up, at 6.8%, as of the first quarter of 2024. 
Average asset pricing has fallen to $270,000/unit as of
Q1 2024 (down from a peak in 2022) due to an increase
in cap rates, which are rising in the 5% range.

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

Hotels in the LA market maintain one of the highest
occupancy and ADR levels nationally; in 2024, ADR
and RevPAR are forecast to grow by approximately 4%
and 11% respectively.
Higher interest rates, economic softening, hotel union
labor strikes, and legislation impacting LA hotel values
(including a March ballot initiative) have discouraged
high-priced transaction activity.

Twelve-month RevPAR was functionally flat year-over-
year as of November (as opposed to the national
average increase of 5.6% on a year-over- year basis). 
Construction is increasing, with 1,800 additional hotel
rooms expected to become available in 2024. 
Sales in 2023 hotels were mostly small hotels with fewer
than 100 rooms, traded among private buyers for cash
(or with local/regional financing).
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LOS ANGELES MULTIFAMILY TRENDS
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LOS ANGELES HOSPITALITY TRENDS
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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 →

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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