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The Inland Empire and Los Angeles markets returned a mixed performance in Q1 2025.
Hospitality continued to soften due to weaker demand and investor caution, though Palm
Springs remained a bright spot. Industrial performed well in Los Angeles, driven by strong
demand and limited supply, but the impact of new tariffs remains to be seen for Q2. Multi-
family momentum slowed in both regions as affordability challenges and increased
concessions weighed on absorption. Office recovery was sluggish, particularly in Downtown
LA, where hybrid work continued to suppress demand. Retail stood out as the most resilient
sector, with strong interest in grocery-anchored and essential retail driving stable rents and
solid investor confidence.

In the following pages, we outline the major market trends in the Los Angeles and Inland Empire market
sectors with data as reported by CoStar, 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

» Demand for port-proximate and last-mile distribution ¢ Leasing has slowed due to increased supply, especially
space remains strong, though speculative in fringe submarkets, pushing vacancy up.
development is slowing; the impact of new tariffs and « Rents remain high at $12.88/SF, but acquisition interest
economic conditions will be felt in Q2. has softened due to yield compression and rising debt

« Rents have reached $17.48/SF, among the highest in costs.
the nation. ¢ Cap rates are around 3.0%, supported by long-term

« Cap rates are extremely tight at 2.4%, driven by demand for logistics space despite temporary
institutional competition. headwinds.

OFFICE SECTOR HIGHLIGHTS

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

o Persistent sublease availability and weak o Hybrid work continues to limit recovery, with large
absorption have slowed recovery, especially in spaces sitting longer and demand focused on
Downtown LA. Class A amenities.

o Rents remain high at $50.14/SF, but effective o Rents remain flat at $28/SF, and landlords are
rents are lower due to concessions. offering more generous Tl packages.

o Cap rates hold at 2.0%, with asset values under o Cap rates have increased to 4.2%, reflecting
increasing scrutiny. recalibrated investor expectations.

RETAIL SECTOR HIGHLIGHTS

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

« Retail remains resilient, bolstered by boutique e Demand is strong for grocery-anchored centers
grocers, health/wellness users, and restaurants. and discount-oriented tenants, especially in

« Rents average $45.65/SF; growth has stalled in growing suburbs.
urban cores but is holding in the suburbs. « Average rents have ticked up to $35.30/SF, driven

o Cap rates sit at 2.0%, backed by strong investor by low availability of quality space.
demand for well-located, necessity-anchored o Cap rates remain stable at 3.7%, with investor
assets. demand focused on income stability.

MULTIFAMILY HOUSING SECTOR HIGHLIGHTS

MIINGIANO LINIVIN 31V1S3T TV TVIOIdININOD

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

o Rent growth is slowing as affordability constraints e Absorption is slowing as affordability and

grow; new luxury units are facing longer lease-up competition from neighboring regions weigh on
times. demand.

« Average rent for top-tier units is $3,324/month, « High-end rents have plateaued at $2,650/month,
but incentives are becoming more common. with growing use of concessions.

o Cap rates are as low as 1.0%, reflecting o Cap rates remain steady near 3.3%, as buyers
aggressive pricing in a long-term market. remain active but selective.

HOSPITALITY SECTOR HIGHLIGHTS

LOS ANGELES TRENDS INLAND EMPIRE TRENDS

» Sales activity has slowed significantly due to the * Occupancy rates are down across all submarkets due to
Mansion Tax and broader investor caution. a dip in demand and increased supply, with Palm

» Occupancy and ADR growth are under pressure, Springs remaining the strongest performer.
particularly in the luxury segment, with little short-term « Sales volume remains well below the long-term average,
recovery projected. and high interest rates and market uncertainty have

» Market sentiment is conservative for 2025, though discouraged transactions.
some rebound is expected by 2026 as supply remains ¢ ReVvPAR is expected to stabilize in 2025, with modest
in check. gains projected for 2026 as demand improves.
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LOS ANGELES INDUSTRIAL TRENDS

INLAND EMPIRE INDUSTRIAL TRENDS
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LOS ANGELES OFFICE TRENDS

INLAND EMPIRE OFFICE TRENDS
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LOS ANGELES RETAIL TRENDS

INLAND EMPIRE RETAIL TRENDS
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LOS ANGELES MULTIFAMILY TRENDS

INLAND EMPIRE MULTIFAMILY TRENDS
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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.

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 | Los Angeles - |
1,088 followers

4d-®

A burned retail strip has sold in Pacific Palisades, marking the
damaged commercial property in the region following January
wildfires. Santa Monica-based BH Properties paid $1.5 million
0.09-acre lot at 15326 Antioch St., marks a sign of investor cc

https:/finkd.infgnvrpzhB &

#CRE #LosAngelesRealEstate #Appraisal

Retail strip is first fire-damaged comme
to sell in Pacific Palisades
costar.com

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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