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In February, there were 77 total available added compared to 53 comps in the same time, resulting in supply outpacing demand at a
1.5x ratio. South Bay is facing the highest oversupply (36% of new listings but only 19% of comps), suggesting slower lease-up times
and potential pricing pressure. Mid-Counties is the strongest submarket for direct leasing, with more demand than supply, creating
favorable conditions for landlords. However, its sublease market is struggling, with zero transactions despite 6 new availabilities,
highlighting weak absorption for sublease space. Direct leasing (1.3x supply-to-demand) is performing better than subleases (2.1x),
potentially indicating stronger tenant preference for long-term commitments. Landlords in South Bay may need to adjust pricing

or offer concessions, while those in Mid-Counties can capitalize on direct lease demand but should be cautious about sublease
vacancies to optimize occupancy and rental income.

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
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NNN lease rates have declined significantly, with the 2025 lease comp rate at $116, down 18.7% from the previous year, indicating

a substantial market correction after rapid growth in 2022 and 2023. While still above the CPI inflation-adjusted prediction of $1.04,
the rate would need to decline another 10% to align with inflation-based expectations. In contrast, GRS lease rates have remained
more stable, increasing 2% to $1.11 in 2025, though still lagging behind the inflation-predicted rate of $1.18, requiring a 6% increase
to keep pace. The data suggests that while NNN leases are undergoing a sharp downward adjustment, GRS leases are showing
resilience but still face inflationary pressure, highlighting differing market dynamics between the two lease structures.
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Sublease vacancy rates for NNN leases have surged from 3.7% in Q1 2024 to 8.6% in Q1 2025, indicating a significant increase
in available sublease space. This rise in vacancy has coincided with a decline in sublease asking rates, dropping from $1.34 in Q1

2024 to $1.16 in Q1 2025, reflecting softening demand. LA County sublease rates have steadily declined over the past year, with
Q4 2024 and Q1 2025 both at $1.16, a notable decrease from earlier 2024 peaks. Regional trends vary, with Mid-Counties seeing an
increase to $1.49 in Q1 2025, while LA Central dropped to $0.99, its lowest point in the past year. Notably, Mid-Counties also saw
no absorption of subleases in the last month. The growing sublease inventory, with 179 total listings but only 89 comps in the last 12
months, suggests a tenant-favored market where landlords may need to adjust pricing strategies to stay competitive.

Sublease Report
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