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The outlook for industrial space is less rosy these days, with sublease space on
the rise, a decline in demand, and oversupply issues particularly in the Inland
Empire. The office market in LA continues its nosedive, but the IE’s office sector
is the strongest nationwide (as compared to the 50 largest U.S. office markets).
Demand for higher-end units is keeping the multifamily market afloat across
SoCal, while high transfer taxes are muting sales activity in LA for both
multifamily and hotel buildings.

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 INLAND EMPIRE TRENDS

» The vacancy rate has increased to 5%, with availability ¢ Although construction starts have slowed, projects
at 7.1%. Tenants are putting space back on the market, under development are extensive - 26.4 million SF is
with the result that sublet space is at a high not seen underway as of 2Q24, and less than 30% is preleased.
since 2013 (12.2 million SF currently available). « As new inventory delivers, pre-2020 buildings are

» Consequently, outsized rent gains are no longer the feeling the impact: occupancy loss is an issue across the
order of the day, with rental growth only 1.2% higher board, but has been 2x higher among older stock.
than this time last year. « Vacancy rates are predicted to continue rising over at

» Sales declined in 2023, and investors remain wary. least the next several quarters, as demand contracts.

OFFICE SECTOR HIGHLIGHTS

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

« Dismal since the pandemic, vacancy rates in LA are « The IE’s vacancy rate remains the lowest among the
currently at 16.1%, their highest yet. nation’s 50 largest office markets, at 6.1%. Local

« Tenants are in a stronger position than landlords, with businesses and healthcare providers drive demand.
concessions abounding, and rents down by -0.3%. * Rental growth has slowed somewhat, averaging +1.7%
They’re also downsizing: the average leased SF now is since 1Q23 (vs +3.9% over the previous five years).
20% smaller than in 2019. « Cap rates have increased to the 8-9% range, and are

« The outlook is grim, with vacancies likely to rise even likely to rise higher through 2024 as interest rates
further this year, continuing to erode rents. remain up.

RETAIL SECTOR HIGHLIGHTS

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

+ Demand is down for retail space, declining by ¢ Vacancy rates, although up slightly in 1Q24 are still tight
180,000SF in the past year; volume on new leases fell at 5.5%. Availability in the IE is above the national
by 10% over 2023. average, due in part to excess undesirable older

» As aresult, rental growth is flat, up by only 0.4% since inventory (big-box spaces), some of which is shifting
1Q23, and improvement is unlikely in the near term. from public-facing retail to cannabis growing or storage.

» However, price appreciation is offsetting less « Rental rates are continuing to rise, albeit less
favorable market conditions, and has been strongest aggressively than in recent years: growth is up 3.8% over
in the SFV, Antelope Valley, and South LA. the past twelve months.

MULTIFAMILY HOUSING SECTOR HIGHLIGHTS

MIINGIANO LINIVIN 31V1S3T TV TVIOIdININOD

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

» Higher income renters, seeking 4 and 5 star buildings, « Demand, volatile in recent years, is down over the
are driving virtually all market demand and lowering trailing 12 months; as in LA, higher-end units are driving
vacancies; by contrast, vacancies are up in lower-end demand more strongly than the lower end of the market.
buildings. « Vacancy rates are at 6.9% as the second quarter of

* Rental growth trails the national average, at only +0.2% 2024 begins.
(vs +0.7%), but is predicted to accelerate this year. * Rental growth, flat in 2023, picked up marginally to

+ Sales activity is muted, due to high interest rates and +0.2% through 1Q24.

new, substantial transfer taxes on sales over $5 million. + Cap rates are in the 5% range, likely to lower past 2025.

HOSPITALITY SECTOR HIGHLIGHTS

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

» Over the past 12 months, sales volume has dropped ¢ RevPAR in the IE was down by -3.7% as of February
by 75%, due again to the impact of transfer taxes. 2024, in contrast to the national increase of +2.5%.

» Occupancy rates remain high, averaging 71.4% since « Construction activity has been robust since 2018, with
this time last year. nearly 1,000 rooms opening yearly. 2,416 rooms are

» Rising labor costs are impacting profitability. currently under construction, increasing inventory by

» The construction pipeline is slated to add 2,200 4.5% (mostly suite hotel types, more popular recently).
rooms over the next few years, expanding available ¢ Sales activity since 1Q23 has been minimal, primarily
inventory by 1.8%. small hotels to private buyers in all cash deals.
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LOS ANGELES INDUSTRIAL TRENDS

INLAND EMPIRE INDUSTRIAL TRENDS

OVERVIEW

LOS ANGELES INDUSTRIAI
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INLAND EMPIRE INDUSTRIA

12 Mo Deliveries in SF 12 Mo Net Absorplion in SF Vacancy Rate Market Asking Rent Growth

27.1M (3M) 6.9% 2.6%

KEY INDICATORS

Coret Guarer A e SRR sy S s S
Logstics 642,678 668 T.5% $13.54 12.5% (1.184,009) o 25570491
Epociakzod Industnal 103,007,709 39% $15.05 5% (304,858) o 761580
Pl 16,253,664 4.0% $18.14 53% (45.512) L 71755
Market 761,940,131 6% 1384 1.5% 1.534,448) o 26,409,835
—— T I R
Wacancy Change (YCY) % B.0% Bt 12.2% 2000 Q3 1.3% 200202
Net Asorsaion SF (3M) 17.368.938 16.205.000 32,630,561 202104 2.872677) 2024 Q1
Deterin 7 T s wesas wmsae  zmos  twze  mne
Marke! Asing Ront Growsn 26% 4T% 54% 14.6% 202z Q2 1IN 2009 04
Sales Volume 3428 s258 LY 108 202301 SBEM 2001 02

SALES

S ANGELES INDUSTRIAI

SALES VOLUME & MARKET SALE PRICE PER SF

5450 P $4.00
$400 $350
$350 $3.00
$300 $250
s250 $2.00
5200 L]
$150. e $1.00
$100 5050
§5 ¥ ¥

0t ¥ — -~ == +
2018 2019 2020 2021 2022 2023 2024

SALES

INLAND EMPIRE INDUSTRIA

SALES VOLUME & MARKET SALE PRICE PER SF

$450 Forecast $4.80
$400 $4.00
$350 $3.50
$300 53.00
$250 $2.50
$200 . s200
150 - i . $1.50
$100 —1 $1.00
550 50.50

$0.00

2018 2018 2020 2021 2022 2023 2024 2025 2026 2027

Sales Vi reaSF

RENT

LOS ANGELES INDUSTRIAI

MARKET ASKING RENT PER SQUARE FEET
3
$38 Forecast

530 et

525
20— ] I

315

L S R PRI S
2018 2019 2020 2021 2022 2023 2024 2025

RENT

MARKET ASKING RENT PER SQUARE FEET

5 n 2 "
2018 2019 2020 2021 2022 2023 024 2025 2026 2027

Spec

W Logistics Flex

VACANCY

S ANGELES INDUSTRIAI

VACANCY RATE

Forecast

o '
2018 2019 2020 2021 2022 2023 2024 2026 2026 2027

Flex Los Angeles W Unied

VACANCY

VACANCY RATE

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

W Logistcs Flax Intand Empire @ United States.

VALBRIDGE PROPERTY ADVISERS | LOS ANGELES-INLAND EMPIRE

SAN341 TVIdLSNANI




LOS ANGELES OFFICE TRENDS

INLAND EMPIRE OFFICE TRENDS

OVERVIEW

OS ANGELES OFFICE
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LOS ANGELES RETAIL TRENDS

INLAND EMPIRE RETAIL TRENDS

OVERVIEW

LOS ANGELES RETAIL
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INLAND EMPIRE RETAIL
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LOS ANGELES MULTIFAMILY TRENDS

INLAND EMPIRE MULTIFAMILY TRENDS

OVERVIEW
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LOS ANGELES HOSPITALITY TRENDS

INLAND EMPIRE HOSPITALITY TRENDS

OVERVIEW

LOS ANGELES HOSPITALITY
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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.

” Valbridge Property Advisors | Los Angeles - Inlan
1,018 followers

What's the most expensive street in LA when it comes to offi
on the west side (of course). Click to find out, and to see the
for office office real estate in the nation. https:/finkd.infeZvl

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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