Los Angeles County Industrial

LEE & ASSOCIATES CONSOLIDATED MARKET REPORT

LOS ANGELES - DOWNTOWN > Class A BUIIdIngs

January 2025

In January, 15 new leases and subleases were added to the market, compared to only 11 completed transactions (comps), further
exacerbating the oversupply issue, with 174 available spaces. This imbalance was most pronounced in South Bay, where six new
availabilities were added, but only two comps were recorded during the same period.

However, LA Central experienced a notable shift, with no additional leases or subleases added but five completed transactions. This
submarket alone accounted for nearly half of all comps across the four submarkets this month. While LA Central still has substantial
availability, this was a rare month where supply was reduced rather than expanded. Given the continued sluggish activity, landlords may
need to adjust their rental expectations to reflect current market conditions.

Lease Supply Demand Report
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The information and details contained herein have been obtained from third-party sources believed to be reliable, however,
Lee & Associates has not independently verified its accuracy. Lee & Associates makes no representations, guarantees, or
express or implied warranties of any kind regarding the accuracy or completeness of the information and details provided
herein, including but not limited to, the implied warranty of suitability and fitness for a particular purpose. Interested parties

. should perform their own due diligence regarding the accuracy of the information
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In January, both NNN (Triple Net) and GRS (Gross) lease rates declined compared to the prior year:
« NNN lease rates dropped by 7% year-over-year.
- GRS lease rates saw a more significant 27% decline.
However, neither lease type has dropped enough to align with inflation-adjusted equilibrium levels:
- NNN leases would still require an additional 41% reduction to reach market equilibrium.
» GRS leases would need a further 14% decrease.
This continues the trend seen in recent months—rates are softening but not yet at a level that fully restores supply-demand balance.
Landlords may need to consider that high rental rates, relative to broader market conditions, could be contributing to ongoing stagnation.
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Sublease vacancy has risen to 7.3%, more than doubling from 3.2% a year ago, even as asking rates have dropped significantly from
$1.86 to $1.21 per square foot, with the biggest change during this quarter being in LA Central. Despite these price reductions, demand
remains weak, with only 15 completed transactions in the past year across 47 available subleases in LA County. These 15 comps are
roughly equal to the number of new availabilities that have entered the market in just the past three months, highlighting the persistent
supply-demand.

Despite aforementioned changes in asking rates, sublease vacancy remains elevated, and inventory continues to grow. If leasing activity
does not pick up, further reductions in asking rates may be necessary to stimulate demand and bring more balance to the market.

Sublease Report
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Sublease Report
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