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COMMERCIAL REAL ESTATE UPDATE 



Los Angeles Industrial Market 

The Los Angeles industrial market received several additional bruises during the 
second quarter: 

▪ Net absorption has now been in the red for three (3) consecutive
quarters.

▪ Vacancy is up 100 basis points from its recent low of late last
year.

▪ Rent growth turned negative last quarter for the first time in 10
years.

▪ As for industrial sales, dollar volumes were well below historical
averages.

▪ The Los Angeles industrial market did not see leasing activity
slow to the extent seen across the office and retail sectors during
the second quarter, but activity was below average. Gross
industrial leasing levels were 75% of what the market saw during
2017 through 2019. Not bad for being in the middle of a
pandemic.

▪ The second quarter marks the first time since 2010 that asking
rates declined. On an annualized basis, rents are up almost 3%,
but this represents a notable deceleration from a year ago when
growth was running around 6%.

https://product.costar.com/Market/#/search/detail/market/USA/type/2/property/2/geography/31084/slice/all


Movie Theaters Opening Postponed 

• All three of the largest U.S. movie theater chains have delayed plans to
reopen theaters as concerns over the coronavirus pandemic force
Hollywood studios to push back releases of major movies that theater
chains and their retail center landlords rely on for customer traffic.

• AMC Theatres, the world’s largest cinema chain with 1,000 locations, said
Thursday it would not begin reopening its 600 U.S. theaters until mid- to
late August, marking a second recent delay for the re-openings. The
company first scheduled the theaters to open on July 15 but later moved
the date to July 30.

Work-From-Home is a disrupter of retail and 
food establishments 

Google Letting Staff Work from Home Until Summer 2021 May Spark Retail Fallout 

• The decision to allow 200,000 employees to stay away from the office

longer may disrupt nearby restaurants and other retail property tenants

relying on those workers for revenue.

https://product.costar.com/home/news/720012673
https://product.costar.com/home/news/1974809732




More Temporary Store Closings Becoming 

Permanent 



Downtown Los Angeles Apartment Market 

Softening 
Few corners of Los Angeles have been spared the impact of the ongoing 
coronavirus pandemic, and there are serious signs of weakness in what is 
normally a stable apartment market. 

• The effects of the outbreak are manifesting most clearly in downtown Los
Angeles, where the economic disruption from the outbreak is exacerbated
by a heavy construction pipeline.

• Downtown L.A. was the epicenter of the apartment development boom in
Southern California for most of the past cycle.

• Total number of market-rate apartment units in downtown L.A. doubled
over the past decade, from about 18,500 in 2010 to about 35,000 today.

• 2,700 new units opened in 2018

• 2,700 new units opened in 2019

• 1,200 new units delivered so far in 2020.

• Vacancy rate in Downtown L.A., currently at 13.5%, has reached an all-
time high. Similarly, year-over-year declines in average asking rents of
nearly 8% are the sharpest ever tracked in market.



As Workers Return to Offices, Single-Story Buildings 
are in High Demand 

• Interest in single-story and low-rise office buildings, which don't need
elevators, has perked up since the coronavirus pandemic shined a spotlight
on keeping workspaces safe and ensuring workers have the chance to
distance themselves from others.

• Lower floors in high-rises also could become more popular, according to
reports from brokerage firms.

• A Florida investment firm has closed on the acquisition of two single-story
office parks in Atlanta's northern suburbs in Marietta, Georgia.

• The office parks contain eight (8) single-story buildings with 297,000 square
feet of office and flex space.

https://product.costar.com/home/news/729081054


• The deal is part of TerraCap's strategy of buying single-story office properties
in suburbs that are becoming denser. Over the past four years, TerraCap
has purchased more than 1.4 million square feet of single-story office space
in Atlanta's suburbs.

• One challenge owners of mid- and high-rise buildings are expected to have
when workers return en masse will be enforcing physical distancing on with
elevators designed to carry 12 or people or more.

• Another hurdle would be offering speedy service if capacity on the lifts is
capped at two or three people.

• We are hearing a lot of chatter about demand for low-rise office space
increasing as a result of the pandemic, but it's difficult to discern if it's a sign
of a long-term trend.

• "Near-term those types of buildings appear to be more advantageous for
firms looking to effectively bring their workforces back to the office

• Longer term, potential trends such as going to a hub-and-spoke office model
could potentially allow for more effective social distancing as well as allow
firms to save on real estate costs and better serve their workers, many of
whom may live in the suburbs and appreciate a shorter commute."

• It would take a major shift in tenant preference for this trend to take hold
over the next few years. And who knows how long the pandemic will linger in
the psyche of office workers, CEO’s, and office owners?"

https://product.costar.com/home/news/669371035


Commercial Real Estate Sales 

DEC 19 JAN 20 FEB 20 MAR 20 APR 20 MAY 20 JUN  20 JUL  20 

Glendale 33 15 12 15 10 9 12 9 

Burbank 20 8 14 9 9 10 12 16 

Pasadena 22 23 22 19 29 12 17 22 

LA Metro 

LA Metro 
Asset Type 
breakdown 

1,177 

OFF:     110 
IND:  168 
RTL:  275 
MF:  402 
LND:  194

972 

OFF:  98 
IND:  140 
RTL:  211 
MF:  329 
LND:  158

970 

OFF:  92 
IND:  151 
RTL:  226 
MF:  291 
LND:  174 

966

OFF:  98 
IND:  140 
RTL:  221 
MF:  324 
LND:  152 

737 

OFF:      72 
IND:  109 
RTL:  164 
MF:  245 
LND:  134 

707

OFF:    65 
IND:  114 
RTL:  151 
MF:   231 
LND: 123 

690 

OFF:    61 (-38%) 
IND:    98 (-45%) 
RTL:  139 (-30%) 
MF:   242 (-25%) 
LND: 135 (-30%) 

771 
Change from 

previous month 

(+27%) 

OFF:    84 (+38%) 
IND:  138 (+41%) 
RTL:  123 (-12%) 
MF:   262 (+8%) 
LND: 137 (+1%)




