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MARKET OVERVIEW

The Inland Empire’s surging job and population growth were critical drivers for retail
activity in 3Q 2018. The vacancy rate dropped 28 basis points year over year to
7.2%, while completed construction added 260,394 SF of new inventory that has
been approximately 50% leased. Demand for retail space pushed the average
asking rent up 11.6% from 3Q 2017 to $1.54/SF. The retail market indicates it has
room to grow with rents 13.0% below the prior peak of $1.77/SF in 2007. As of
the end of the quarter, 1.1M SF of retail space remained under construction. At the
Renaissance Marketplace in Rialto, another 56,561 SF building was completed for
Cinemark. Renaissance Marketplace is expected to be completed in 4Q 2018 and
several tenants have already opened for business.

The region’s evolution reflects a trend in migration from high priced Los Angeles
County and Orange County where the median sold prices for single-family homes
in September 2018 were $660,000 and $820,000, respectively. Comparatively, the
median sold price for single-family homes in the Inland Empire was $375,000 during
the same period.

TRENDS TO WATCH

Employment and population growth are fueling demand for the expanding retail
sector. Total nonfarm employment increased 3.5% from August 2017 to August 2018
while the Leisure and Hospitality sector added 8,200 jobs over the same period.
Population projections show this region will add nearly 70,000 households by 2023
with estimated average annual incomes of $94,757. These new households primarily
consist of adults in the workforce. For these reasons, the construction pipeline focuses
on enhancing convenience and providing diverse food offerings with neighborhood
centers, discount stores, and food halls to serve new residents. Preliminary results
show this strategy is succeeding as Food and Beverage Stores posted 1.2% annual
employment gains in August 2018 as did General Merchandise Stores with a 6.3%
yearly increase. These trends coupled with a strong economy will propel the retalil
market into a promising final quarter of 2018.
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*Rents reflects building of 5,000 SF or greater.
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Market Statistics*
EXISTING UNDER TOTAL TOTAL 3Q18 YTDLEASING 3Q18SALES YTDSALES  AVERAGE AVERAGE
SUBMARKET TOTALRBA CONSTRUCTION AVAILABLE  VACANCY  LEASING VOLUME VOLUME VOLUME  ASKING RENT SALE PRICE
(SF) (SF) (%) (%) VOLUME (SF) (SF) (SF) (SF) $/SF NNN $/SF
Airport 25,763,247 176,060 5.9% 4.4% 148,114 421,012 131,686 532,348 $2.14 $570
High Desert 16,833,508 19,100 12.2% 10.2% 48,962 242,493 164,649 562,430 $1.11 $115
Riverside 37,851,427 230,450 8.5% 6.4% 206,784 582,081 451,684 1,199,274 $1.45 $248
gan . 26,170,886 444,474 12.3% 9.8% 123,386 538,453 459,321 1,091,332 $1.26 $153
ernardino
South 23,627,092 150,573 8.7% 7.0% 83,120 400,486 152,328 531,046 $1.59 $268
West 16,757,215 48,708 9.1% 6.5% 73,053 266,313 134,268 248,137 $1.65 $226
:Enrlr?’;‘i(:e 147,003,375 1,069,365 9.2% 7.2% 683,419 2,450,838 1,493,936 4,164,567 $1.54 $216
Leasing Select Lease Transactions
Lifestyle centers witnessed 81,853 SF in leasing volume, a ENANT ADDRESS sUBMARKer  ASKING  SQUARE
massive 821.0% surge in activity compared to the prior quarter RENT $/SF* FEET
and 267.3% from 3Q 2017. This spike in demand spurred a Empower 9040-10500 San oo . 50,800
twenty-basis-point decline in the vacancy rate for lifestyle Youth Sports  Bernardino Rd 1ee : 0
centers from the previous year to 8.3% as well as a 31.8%
. ) . , 12353 C San
jump in the average asking rent to $2.24/SF over the same Withheld Mariposa Rd Bernardino  $100MG 18,090
period. New tenants at Stoneridge Town Center in Moreno
Valley and Thomas Winery Plaza in Rancho Cucamonga Sit 'n Sleep 12400 Day St Riverside ~ Withheld 8,200
represented a combined 60.0% of the quarter’s total leasing
activity in lifestyle centers. Best Buy also renewed its 45,622 Sola Salon 14910 Summit Ave Airport Withheld 7,000
SF space at Stoneridge Town Center, which was not included
in the total quarterly volume calculation. Overall leasing activity 'I:'unch It Up 14230 Chino Hills Pky West Withheld 6.213
revealed tepid demand for retail space this quarter. Leasing itness
volume totaled 683,419 SF, down 13.4% from 2Q 2018 and
46.1% year over year.
Sales Select Sales Transactions
Third quarter sales volume totaled nearly 1.5M SF while the
) . SALE PRICE SQUARE
average sales price registered at $216/SF. Most of the sales BUYER ADDIRISSE SUBMARKET ¢ oF FEET
activity was concentrated in the Riverside and San Bernardino B
submarkets, the region’s largest population centers. Cap rates I ESiTERE 1A3§8 N Mountain West $249 49.970
averaged 5.65%, declining 35 basis points from 3Q 2017. The LLC
South market carried the lowest cap rate at 4.07%. )
Private Investor 4611 Holt Blvd West $89 32,770
The South submarket also posted the highest average
sales price in the Inland Empire at $268/SF. One standout Private Investor 27310 Madison Ave South $171 31,377
transaction involved the purchase of a 4,000 SF retail service
station building occupied by ARCO with an ampm store in
) 9 P Y P Granger 1499 E Highland Ave San_ $392 30484
Lake Elsinore for $4.4M or $1,100/SF. Another private investor Associates Bernardino
purchased a 4,500 SF retail building in Murrieta occupied by :
- Lomalinda  o5g58 Reglands San
Bank of America for $2.23M or $496/SF at a 4.07% cap rate. University Bivd Bernardino $230 15,935

Medical Center

*RBA includes all retail buildings. Rents reflect buildings of 5,000 SF or greater. **Rents are NNN unless otherwise noted.

Source: NAI Capital Research, CoStar
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Los Angeles, CA 90017
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Los Angeles, CA 90064
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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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