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STRONG DEMAND CONTINUES; LOW AVAILABILITY AND HIGH RENTS

Strong demand for space continued in the third quarter, with the rates of vacancy
and available space at all-time lows while Orange County rents remain among the
highest in the nation.

Healthy growth among merchants and entertainment providers also pushed third-
quarter occupancy to a record 75,592,120 SF or 96.6% of the 78,119,730-SF base
inventory.

Third-quarter net absorption totaled 96,710 SF, bringing year-to-date retail
expansion to 345,243 SF with most tenant demand occurring in the county’s South
and Central submarkets. Countywide Q3 vacancy and availability rates each settled
at 3.2%.

The market's tight availability rate reflects consistent demand and a constrained
supply base given its dense population. Land scarcity limits development and
supply risk is low with only a few small projects underway. Competition for well-
located space remains strong, and spaces are leasing at a median of less than
seven months.

Currently, only three developments totaling 114,881 SF are under construction.
Demolitions are outpacing deliveries for the seventh straight year. With little new
supply in the pipeline, vacancies are likely to remain tight.

Asking rents in Orange County are the seventh highest in the nation just behind
Palm Beach, Florida, averaging $2.40 per SF in the third quarter. Five California
markets are among the 10 priciest in the country. In the six years since Covid,
countywide rents are up nearly 19%.

Rents vary widely and typically range from $1.50 to $5.50 per SF triple net,
depending on location, building type, size and overall quality.

But rent growth, particularly in priciest coastal and central submarkets, recently
has tapered off as slower local household income and retail sales growth tempers
retailers’ willingness to absorb continued rent hikes.

A number of retailers also are weighing the merits of becoming owner-users by
acquiring stand-alone buildings that may come available as legacy merchants - such
as home furnishings and consumer electronics stores - increasingly are weakened
in a struggle against online sellers. Buildings used for light manufacturing also
present opportunities for retail use in gentrifying neighborhoods.

Single-use buildings can range from 2,000 SF to 15,000 SF as space for restaurants
to drug stores. Qualified buyers can utilize Small Business Administration loans for
their acquisitions.

Meanwhile, landlords continue to seek tenants like fitness centers and other
experiential tenants that drive greater foot traffic. In Orange County, for example,
pickleball court operator Picklr signed leases for more than 40,000 SF in Yorba
Linda and Fountain Valley.

MARKET FORECAST

As long as store openings continue to outpace closures and backfilling remains
strong, the retail sector should sustain healthy leasing performance even in slowing
economic growth.
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ORANGE COUNTY

ECONOMIC INDICATORS

Current Prior

Quarter Quarter
OC Unemployment 4.4% 3.5%
California Unemployment 5.1% 5.3%
US Unemployment 4.2% 4.2%
Source: EDD
RETAIL MARKET INDICATORS

Current Prior

Quarter Quarter
Total Inventory (SF) 78,119,730 79,106,763

Vacancy Rate (%) 3.2% 3.5%

Net Absorption (SF) 345,243 177,260
Average Asking Rent ($/SF) $2.40 $2.27
Under Construction (SF) 114,881 108,881
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ORANGE COUNTY RETAIL MARKET STATISTICS - 3Q 2026

Orange County Total SF Total SF  Availability Total SF Total Vac.  3rd. Qrt. Net YTD Net *Avg Asking SF Under
Submarket Inventory Available Rate VELET Rate Absorption  Absorption Lease Rate Construction
North 241 19,265,900 1,009,323 5.2% 949,495 4.9% (39,252) 5,760 $2.46 0
Central 144 11,278,287 339,568 3.0% 238,704 2.1% 39,978 96,480 $1.89 50,000
West 223 15,775,768 427,022 2.7% 321,874 2.0% (8,750) 19,776 $2.31 0
Greater Airport 121 13,945,220 84,571 0.6% 169,662 1.2% 35,404 42,281 $5.14 0
South 226 17,854,555 787,548 4.4% 847,875 4.7% 69,330 180,946 $2.84 30,000
TOTALS 955 78,119,730 2,648,032 3.4% 2,527,610 3.2% 96,710 345,243 $2.40 114,881
Source: CoStar *Average
Building Total SF Total SF  Availability Total SF Total Vac.  3rd. Qrt. Net YTD Net *Avg Asking SF Under
Class Inventory Available Rate Vacant Rate Absorption  Absorption  Lease Rate Construction
A 181 24,066,179 401,963 1.7% 640,706 2.7% 99,396 249,141 $2.61 50,000
B 511 38,111,952 1,697,852 4.5% 1,345,330 3.5% (65,108) 110,497 $2.40 64,881
@ 263 15,941,599 548,217 3.4% 541,574 3.4% 62,422 (14,395) $2.32 0
TOTALS 955 78,119,730 2,648,032 3.4% 2,527,610 3.2% 96,710 345,243 $2.40 114,881
Source: CoStar *Average
LEASE TRANSACTIONS - 3Q 2026
Property SF Tenant Landlord Representing Brokers
2500 West Coast High Brella N tLLC . .
NewporetsBeac():iS, CAIg way 5,035 Drae;i:n V(\e/\i/]ll?aor;s Humphries Family Trust Ken Gould represented the Landlord
" 711-791 S Weir Canyon Rd
- % Z:I;i;i‘rl’:, CA 2,600 Black Garlic AH LLC Sycamore Canyon Plaza, LLC Phil Cohen represented the Tenant
i 1021 N Tustin Ave Jerome’s Furniture . David Newton & Jon Passafiume
Anaheim, CA 52,794 Warehouse 1071 Tustin, LLC represented the Tenant
SALE TRANSACTIONS - 3Q 2026
Property SF Buyer Seller Representing Brokers
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~ =5 1310 E Vista Way

2850 Brea Blvd
Fullerton, CA

Source: CoStar

LEE & ASSOCIATES - NEWPORT BEACH
100 Bayview Circle, Suite 600

Newport Beach, California 92660

(949) 724-1000

LEE & ASSOCIATES - IRVINE
9838 Research Drive

Irvine, California 92618

(949) 727-1200

LEE & ASSOCIATES - ORANGE
1004 West Taft Avenue, Suite 150
Orange, California 92865

(714) 647-9100

4,000 RanveetSandhu Harper Circle, LLC David Kluver represented the Buyer

2,400 KBY Management, LLC  7-Eleven, Inc. John Son represented the Buyer

ABOUT LEE & ASSOCIATES
Celebrating more than 46 years of leadership excellence in commercial real estate, Lee & Associates is the
largest broker-owned firm in North America with locations across the U.S. and Canada.

With a broad array of regional, national and international clients - ranging from individual investors and small
businesses to large corporations and institutions - Lee & Associates has successfully completed transactions
with a total value of more than $120+ billion in volume over 5 years.
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