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MARKET OVERVIEW

Orange County’s retail market experienced rising rent as vacancy leveled off and
availability crept up. The average asking rent jumped 7.4% annually, up 1.4% from 1Q
2019 to $2.17/SF. Asking rent on smaller spaces was elevated this quarter. Laguna
Heights Marketplace raised its asking rent to $4.50/SF on a 600 SF unit. Vacancy
was up 10 bps over the prior quarter at 3.7%, down 20 bps below 2Q 2018. New
construction spurred this increase as 38,549 SF of inventory came online with some
vacancies, including Fullerton Marketplace.

Availability inched up 10 bps over the prior quarter to 4.6% as landlords are dividing
blocks of space into divisible units to accommodate retailers rightsizing their footprints
due to ecommerce. This strategy brought more smaller blocks of available space to the
market. For example, Westminster Mall is offering a former Sears store as 90,450 SF
blocks and will divide them into 5,000 SF units. Looming closures from national tenants
that are occupying their spaces also impacted availability as the landlords have put
these spaces on the market for lease.

TRENDS TO WATCH

Construction is winding down with 95,967 SF under construction at the end of the
quarter, 83,001 SF of which should be completed by yearend. Most of these projects
are built-to-suits or in mixed-use developments and will likely have a minimal impact
on vacancy but may push up the average rent. These smaller projects reflect the
trend of retailers adjusting space needs. This quarter posted the lowest construction
volume since 2010, although project size began decreasing in 2015; average building
size went from 25,037 SF in 2015 to 8,580 SF in 2019. Thus far in 2019, no properties
were completed or broke ground that exceeded 50K SF. Proposed projects signify
that this trend should persist for the next few years.

Employment trends will keep The County’s retail market steady in the second half of
2019. The OC unemployment rate decreased 20 bps from April to May 2019 to 2.4%,
Southern California’s lowest rate. Orange County’s labor market will remain strong
through 2019, yet population outmigration due to the high cost of living may impact
the retail sector.
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*Rents reflect buildings of 5,000 SF or greater; quoted in $/SF NNN on a monthly basis.

Source: NAI Capital Research, CoStar
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Market Statistics*
EXISTING UNDER TOTAL TOTAL 2Q19 YTD LEASING 2Q19 SALES YTD SALES AVERAGE AVERAGE
SUBMARKET TOTAL RBA CONSTRUCTION AVAILABLE VACANCY LEASING VOLUME VOLUME VOLUME ASKING RENT SALE PRICE
(SF) (SF) (%) (%) VOLUME (SF) (SF) (SF) (SF) ($/SF NNN) ($/SF)
Airport 32,962,533 30,172 33% 2.8% 207,466 386,153 138,187 279,477 $2.38 $450
Central 13,911,140 0 35%  29% 70,051 108,522 95224 212,234 $1.92 $245
North 31,589,182 2,000 54%  4.4% 219,765 356905 553,610 711,377 $1.82 $341
South 28,512,978 25193 51%  4.0% 141,420 353,990 319,130 366,341 $2.60 $426
West 32,685,141 38,602 52%  4.0% 99,226 186,240 254,481 479,472 $2.23 $371
g;?j’:ﬁ; 139,660,974 95,967 46% 3.7% 737,928 1,391,810 1,360,632 2,048,901  $2.17 $378
Leasing Select Lease Transactions
Second quarter leasing activity increased 13% following ASKING  SQUARE
a sluggish 1Q 2019. Central and North submarkets posted TENANT ADDRESS SUBMARKET  ceNT$/SF  FEET

quarterly gains of 82.1% and 60.2%, respectively. Anaheim

GardenWalk lifestyle center (Central submarket) improved its So P VO] N IV 237 Airport VEZD 35,000
occupancy by leasing 28,562 SF to nine new local tenants, Guadalajara .
including K-POP Games and Kip Barry’s Magic Café. These Furniture 117 N Broadway Airport $0.79MG 18,750
experiential tenants are considered ecommerce proof and Heart Academy
diversify this shopping/entertainment destination. These deals of Dance 1279 E La Habra Bivd North $1.25 e
represent a successful shift in leasing strategy executed by KPOP G 321 W Katella A Central Withheld 2 058
new ownership that bought the center in 4Q 2018, “rOr Games awelafve entra ne ’
The North submarket saw the strongest demand this quarter Richard & .

Christina's 321 W Katella Ave Central Withheld 5,998

with 219,765 SF leased, accounting for 41.4% of total market Haunted Maze
volume. Local as opposed to national tenants primarily drove

this activity. Heart Academy of Dance leased 9,840 SF at La

Habra Plaza previously occupied by Dollar Tree for an asking

rate of $1.25/SF.

Sales Select Sales Transactions

Sales activity soared 98% above 1Q 2019 to over 1.3M SF in

111 transactions. The average sales price registered $378/SF BUYER ADDRESS SUBMARKET SAL:/QEICE S(IZEQ? -
while cap rates averaged 4.6%. The average cap rate dropped '

90 bps annually, holding steady compared to 1Q 2019. m\'/\éitt%r E;fglﬁz\?ew' North $212 80,429
Investors seized opportunities in the North submarket, which

witnessed the highest number of transactions as well as Private Investor I1324a(231h_B1l\7391 West $435 35,890
volume. A private investor purchased Anaheim West Plaza,

an 80K SF neighborhood center for just over $11.7M or $212/ Private Investor 341 E Whittier Bivd North $144 21,960
SF. Although the center was 63% occupied at sale, this

deal represented a value-add for the buyer. The property is Private Investor 16181 Lake Forest Dr South $393 17,600
forecasted to double its NOI in the next six months through

leases that were still under negotiations at the end of the R .

quarter, such as a 37,357 SF transaction with a fitness tenant. Genter 2524 Harbor Blvd Airport $487 16,440

*RBA includes all retail buildings. Rents relfect buildings of 5,000 SF or greater. **All rents are NNN unless otherwise noted Source: NAI Capital Research, CoStar



Orange County
Retail Market 2Q 2019

NAICa ital

COMMERCIAL REAL ESTATE SER\/ICES WORLDWIDE

Cypress @

Ftanton
Los Alamitos
Garden Grove
&

\Nestminster

Huntington
eac|

Tustin
Foothills

Seal Beach

Santa Ana

Fountain
Valley

Foothill
Ranch

Irvine

ancho Santa

Lake Forest Margarita

Mission
6 Visjo @

O North
Anaheim @
Brea
Fullerton G
La Habra O Central Capistrano
Orange Tustin
Villa Park Tustin Foothills e
Yorba Linda Santa Ana (5 )
O West O South \
Buena Park Aliso Viejo
Cypress Dana Point
Fountain Valley Foothill Ranch
Garden Grove Laguna Hills

Huntington Beach
Seal Beach
Stanton

O Airport
Costa Mesa
Irvine
Newport Beach

Laguna Niguel

Lake Forest

Mission Viejo

Rancho Santa Margarita
San Clemente

San Juan Capistrano




Orange County NAlCapital

Retail Market 2Q 2019 COMMERCIAL REAL ESTATE SERVICES, WORLDWIDE

NAI Capital Research
J.C. Casillas

Vice President
Research, Marketing and Communications
jcasillas@naicapital.com

Jillian Olivas
Research and Communications
jolivas@naicapital.com

Kevin de Bree
Research Analyst

kdebree@naicapital.com

Katherine Tattersfield
Marketing Research Writer
ktattersfield@naicapital.com

NAI Capital Southern California Office Locations

Headquarters Los Angeles County Ventura County Orange County
[iiz}ln\g’f;?etgf%i'g?gg?ge' 920 Downtown LA Oxnard Irvine
818.905.2400 601 S. Figueroa St., Ste. 3825 300 Esplanade Dr., Ste. 1660 1920 Main St., Ste. 100
Los Angeles, CA 90017 Oxnard, CA 93036 Irvine, CA 92614
Property Management 213.632.7700 805.278.1400 949.854.6600
1/2 i
120 South El Gamino Real, Ste. 210 West Los Angeles Westlake Village Coachella Valley
San Clemente, CA 92674 k
949.874.0415 11835 Olympic Blvd., Ste. 700E 2555 Townsgate Rd., Ste. 320
Los Angeles, CA 90064 Westlake Village, CA 91361 Palm Desert
310.440.8500 805.446.2400 75-410 Gerald Ford Dr., Ste. 200
Palm Desert, CA 92211
Torrance Inland Empire 760.346.1566
970 W. 190th St., Ste. 100 .
Torrance, CA 90502 Ontario
310.532.9080 800 N. Haven Dr., Ste. 400
Ontario, CA 91764
Pasadena 909.945.2339
225 S. Lake Ave., Ste. 1170
Pasadena, CA 91101 Temecula
626.564.4800 27720 Jefferson Ave., Ste. 330
) Temecula, CA 92590
Valencia 951.491.7590
25060 Avenue Stanford, Ste. 165 . .
Valencia, CA 91355 Victorville
661.705.3550 13911 Park Ave., Ste. 206
Victorville, CA 92392
Diamond Bar 760.780.4200

21660 E. Copley Dr., Ste. 320
Diamond Bar, CA 91765
909.348.0600
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errors, omissions, change of price, rental or other conditions, withdrawal without notice, and is subject to any special listing conditions
imposed by our principals. cooperating brokers, buyers, tenants and other parties who receive this document should not rely on it, but

should use it as a starting point of analysis, and should independently confirm the accuracy of the information contained herein through M M
a due diligence review of the books, records, files and documents that constitute reliable sources of the information described herein. e 1 ‘/ erl I Ig esu S .
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