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MARKET OVERVIEW

In the fourth quarter of 2017, the Orange County retail market remained
steady as the market worked to absorb vacant space that was placed on
the market earlier in the year. The vacancy rate rose 30 basis points over
last year to 4.0%. Much of this growth in vacant space is the result of new
construction coming online. This year, 758,740 square feet of retail space
was delivered to the market. Average asking rents remained steady over
quarter but decreased 1.9% over last year to $2.04/SF. The outlook is
mixed with wages rising amid concerns over the impact of e-commerce
on brick and mortar retail. The Bureau of Labor and Statistics reported
annual wage growth of 4.9% in Orange County as a result of a robust
economy. Orange County unemployment rate fell to 2.8% in December
2017, while the retail trade and leisure and hospitality sectors posted
gains of 0.7% and 4.6% respectively, over the year. However, within the
retail sector, employment in Health & Personal Care Stores were down
1.7%, Clothing & Accessories Stores were down 2.8% and Sporting
Goods, Hobby, Book & Music Stores were down 1.5% over 2016.

TRENDS TO WATCH

Outlook for retail is mixed going into 2018. While the 2017 holiday
season posted one of the best performances for retailers nationwide
since the recession, increasing competition from e-commerce is forcing
many brick and mortar retailers to streamline, restructure, and innovate.
Several major retailers filed for bankruptcy protection in 2017, including
Toys R Us, True Religion, Gymboree, Payless, RadioShack, among
others. Several more retailers are expected to file for bankruptcy in 2018,
including Sears, PacSun, and Burlington Stores, Inc. The impact has
been felt across the Southern California retail market, including Orange
County, where Toys R Us and Sears are closing down two stores. While
vacancy rates remain low, availability rates have increased over the
year and some landlords have been forced to cut asking rents for some
property types in an effort to attract tenants.
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Market Statistics
EXISTING UNDER TOTAL TOTAL 4Q17 YTD LEASING 4Q17 SALES YTD SALES AVERAGE AVERAGE
SUBMARKET TOTALRBA  CONSTRUCTION AVAILABLE VACANCY LEASING VOLUME VOLUME VOLUME  ASKING RENT SALE PRICE
(SF) (SF) (%) (%)  VOLUME (SF) (SF) (SF) (SF) $/PSF NNN $/PSF

Airport 32,514,591 24,888 3.9% 3.1% 159,161 688,513 363,652 1,329,957 $2.33 $367
Central 14,025,432 6,000 4.8% 4.1% 163,391 519,045 168,603 389,315 $1.81 $368
North 31,947,763 90,140 6.4% 5.1% 279,418 782,538 666,154 1,584,271 $1.73 $413
South 28,632,018 212,625 5.7% 4.4% 124,146 696,769 505,048 1,896,658 $2.39 $389
West 33,952,975 153,619 4.2% 3.3% 164,856 744,740 705,635 2,771,649 $1.95 $485
Total 141,072,779 487,172 5.0% 4.0% 890,972 3,431,605 2,388,992 7,971,850 $2.04 $397

RBA includes retail buildings of all sizes and classes. Rents reflect buildings of at least 5,000 square feet.

Leasing Select Lease Transactions

Overall, average asking rents declined slightly over the

ASKING RENT SQUARE

year to $2.04/SF. However, Malls and Power Centers saw TENANT ADDRESS SUBMARKET ¢ /pg- FEET
a dramatic drop in average asking rents over the year.
Malls fell 46% to $1.43/SF and Power Centers dropped ﬁ?ﬁj:s 113:;1-135 N Beach North Withheld 44,800
24% to $1.89/SF. Both of these properties types also saw
vacancy increases. This trend has also affected Lifestyle Eiﬁlr;?sts 1&%‘:5\%659 Yorba - \in Withheld 18,705
Centers, which lowered asking rents by 37% over the
year to $1.43/SF, while the availability rate increased 150 Blink Fitness  2295-2229 W Ball Rd  North Withheld 16,310
basis points over the quarter to 11.6%. Higher end lifestyle
centers have managed to avoid this trend, such as The DDC EleCtric ¢ 40 & \warmer Ave  Gentral i 5 19 055
Source in Buena Park, which delivered in 2017 and has Supply : '
seen significant occupancy growth despite its $4.00/SF Memorial
asking rent. Over the year, many of the most significant Care 26538 Moulton Pky - South Withheld 9,400
lease transactions have involved tenants that are resistant Al rente are NN unlece ofheryics stated
to e-commerce competition, including gyms and fitness
clubs, which could function as new anchor tenants.
- Select Sales Transactions
ales

SALE PRICE SQUARE
Sale activity totaled 2.4 million square feet, which SUYER AODRESS SUBMARKET s/psr FEET
represented a 29.1% decrease over this time last year.
However, average sale prices were up 30.2% over this Tyler Mateen éﬁ/zo Harbor — pirport $272 204,523
time last year to $397/SF with cap rates averaging 5.39%.
This was an increase of 77 basis poinlts over last quarter Retail Opportunity  3200-3240 Yorba $477 T
and 53 basis points over last year at this time. Overall, this Investments, Corp.  Linda Bivd
indicates that investors are feeling confident enough to .
purchase properties with higher cap rates for greater return New Mark Merrill Co. ggﬁfer;t'a Town - North $256 139,762
on their investments. In one of the largest sale transactions
this quarter, a 204,523 square foot retail property called Helen Ross 24280-24356 o $239 60,782
The Triangle in Costa Mesa was purchased for $272/SF Sz 07
at a 6.50% cap rate. In another major transaction, Retalil Lincoln Property 3600 W North $330 42,685

Opportunity Investments, Corp. purchased the 202,179
square foot Placentia Town Center for $477/SF.

Company Orangewood Ave




Orange County NAlCapital
Reta,ll Ma,rket Outl()()k 4Q 2017 Commercial Real Estate Services, Worldwide.

Cypress @

Ftanton
Los Alamitos
Garden Grove
e 0

Seal Beach @\

Huntington
Beach

]
N

Westminster SHita Afia

Fountain
Valley

Foothill
Ranch

ancho Santa
Margarita

Lake Forest

Mission
6 Viejo @

O North
Anaheim @
Brea
Fullerton <
La Habra O Central CEpIStranG
Orange Tustin
Villa Park Tustin Foothills pieanis
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 Laguna Niguel
Seal Beach Lake Forest
Stanton Mission Viejo
Rancho Santa Margarita
© Airport San Clemente
Costa Mesa San Juan Capistrano
Irvine

Newport Beach




Orange County

_ NAlCapital
Retail Market Outlook 4Q) 2017

Commercial Real Estate Services, Worldwide.

The Wehrmann Group NAI Capital Research
J.C. Casillas
Vice President
Research, Marketing and Communications
jcasillas@naicapital.com

Walt Wehrmann
Vice President
D 949.468.2326 ¢ C 760.508.9253

wwehrmann@naicapital.com
CA BRE Lic #01168981

Jillian Olivas
Research and Communications Assistant
jolivas@naicapital.com

Janette Wehrmann
Vice President
D 949.468.2339 ¢ C 949.836.6459

jwehrmann@naicapital.com

CA BRE Lic #01213603 .
© Kevin de Bree

Research Analyst

Danny Delgado kdebree@naicapital.com

Associate
D 949.468.2331 ¢ C 760.532.7133

ddelgado@naicapital.com
CA BRE Lic #02047757

NAI Capital Southern California Office Locations

Headquarters Los Angeles County Ventura County Inland Empire

16001 Ventura Blvd., Ste. 200

Los Angeles, CA 91436
818.905.2400

Property Management

120"? South El Camino Real, Ste. 210

San Clemente, CA 92674
949.874.0415

Downtown LA

601 S. Figueroa St., Ste 3825
Los Angeles, CA 90017
213.632.7700

West Los Angeles

11835 Olympic Blvd., Ste. 700E
Los Angeles, CA 90064
310.440.8500

Torrance

970 W. 190th St. Dr., Ste. 100
Torrance, CA 90502
310.532.9080

Pasadena

225 S. Lake Ave., Ste. 1170
Pasadena, CA 91101
626.564.4800

Valencia

27451 Tourney Rd., Ste. 200
Valencia, CA 91355
661.705.3550

Diamond Bar

21660 E. Copley Dr., Ste. 320
Diamond Bar, CA 91765
909.348.0600

Oxnard

300 Esplanade Dr., Ste. 1660
Oxnard, CA 93036
805.278.1400

Westlake Village

2555 Townsgate Rd., Ste. 320
Westlake Village, CA 91361
805.446.2400

Simi Valley

2655 First St., Ste. 250
Simi Valley, CA 93065
805.522.7132

Orange County

Irvine

1920 Main St., Ste. 100
Irvine, CA 92614
949.854.6600

Ontario

800 N. Haven Dr., Ste. 400
Ontario, CA 91764
909.945.2339

Temecula

27720 Jefferson Ave., Ste. 330
Temecula, CA 92590
951.491.7590

Victorville

13911 Park Avenure, Ste. 206
Victorville, CA 92392
760.780.4200

Coachella Valley

Palm Desert

75-410 Gerald Ford Dr., Ste. 200
Palm Desert, CA 92211
760.346.1566

No warranty, express or implied, is made as to the accuracy of the information contained herein. this information is submitted subject to
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
a due diligence review of the books, records, files and documents that constitute reliable sources of the information described herein.
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Realizing Potential.
Delivering Results.



