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In October, 17 new leases were added, bringing total availability to 166, but only 9 transactions occurred, highlighting an overabundance
of supply relative to demand. The San Gabriel Valley and Mid Counties submarkets saw near balance between leases and comps,
indicating less discrepancy between supply and demand compared to the South Bay and LA Central, where supply outpaced demand.
This suggests that rate reductions may be needed in the more pressured areas.

Larger spaces (50k+ sq ft) continue to experience a significant supply-demand mismatch, with 10 new leases but only 2 comps in
October. The larger space market remains challenging, where landlords may need to lower rates to attract tenants.

Lease Supply Demand Report
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Both NNN and GRS leases are currently priced around 26%-33% higher than the anticipated lease comp rates when adjusted for inflation.
This suggests that the current lease rates are misaligned with broader economic conditions, as the rate increases in commercial leases
has far exceeded inflation. If this misalignment continues, there may be a need for lease rate reductions to better match market realities,
helping to bring supply and demand into a more balanced equilibrium. If rates remain too high, tenant demand may remain sluggish.

2019-2024 (October) Potential Lease Equilibrium
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The asking rate for subleases has continued to decline as vacancy rates rise, suggesting that the decrease in rates has not been
sufficient to reduce the increasing vacancy. This trend may indicate the need for further rate reductions in order to address the ongoing
vacancy issue.

Currently, there are 44 subleases available, with a total of 18 comparable transactions (comps) over the same period. Notably, the
number of comps in the past 12 months is lower than the number of subleases that have been added in the past three months, implying
that subleases are staying on the market for extended periods. Meanwhile, the average asking rate has decreased from $1.87 to
approximately $1.40 starting in Q2 2024. To mitigate vacancy levels, additional adjustments to lease rates may be necessary.

Sublease Report
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