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Multifamily sales show signs of acceleration
and asking rents slightly decrease.
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Market Summary

- The Greater Los Angeles Multifamily market’s vacancy rate increased by 10 basis points (bps)
quarter-over-quarter from 4.7% in Q3, and increased by 60 bps year-over-year to 4.8%.

- The average rent per unit decreased by $26, while net absorption exceeded Q3 by 235 units.
- Construction starts in GLA have decelerated and reported at the lowest levels since 2012.

- Sustained elevated interest rates and stringent debt financing requirements constrained
developers and new construction starts.

- Sales volume across GLA’s Multifamily market saw an uptick compared to Q2 and Q3 2023,
however, remained well below the total volume in 2022.

- The largest sale of Q4 2023 was 6710 Variel Ave, which sold for $106.7M. Originally purchased
in 2019 by Trammel Crow Residential and MG Properties for $69.3M, this sold 54% higher than
its previous purchase price.
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FIGURE 1: Top 20 Multifamily Cities
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Market Fundamentals

The Greater Los Angeles Multifamily market reported two consecutive quarters of asking rate
declines, which showed signs of softening from its peak in 2022. Sustained elevated interest
rates have slowed the flow of investment capital to this sector including a net decrease in
development starts in Greater Los Angeles.

According to CBRE’ house view, multifamily loan to value increased quarter-over-quarter, and
remained the most preferred property type for alternative lenders. Borrowing costs continued
to increase, driven by the 10-Year Treasury yield’s 30 bps rise.

In Q4 2023, Greater Los Angeles experienced a net absorption of 1,528 units while only 2,872
units were delivered. The vacancy rate in Q4 2023 slightly decreased 10 bps quarter-over-
quarter to 4.8% and rent decreased year-over-year to $2,790.29.

FIGURE 2: Average Rent per Unit by Vintage

FIGURE 3: Vacancy and Average Rental Rate per Unit
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FIGURE 4: Multifamily Unit Completions
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Development

Development continued across the Greater Los Angeles region while most activity took
place in Mid-Wilshire, Tri-Cities and South LA. As of Q4 2023, there were 9,631 units
under construction between these three leading markets. Mid-Wilshire, South LA, and
the Tri-Cities are expected to deliver just under 7,000 units in 2024.

Multifamily construction starts across the Greater Los Angeles market were at their
lowest level of starts annually since 2012. The increase in vacancy rates and slight
decrease in asking rents resulted in near-term hesitation amongst developers facing
increased borrowing costs and difficulty sourcing debt. Conversely, construction costs
decreased in Q4 2023.

FIGURE 5: Construction Costs and New Multifamily Supply
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Source: US. Census Bureau and U.S. Department of Housing and Urban Development. St. FRED, Q4 2023.
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FIGURE 6: Units Under Construction
Units
5000 4594

4000
3000 2546 2441
2000
1000
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FIGURE 7: Expected Deliveries in 2024
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FIGURE 9: Transaction Volume
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FIGURE 8: Transaction Detail by Year Built FIGURE 10: Submarket Transactions (YTD)
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Single Family

Activity across GLA has remained stagnant due to interest rates. The Federal Funds
Rate remained in the 5.26 % to 5.35% range, the 10-Year Treasury yield increased by 30-
bps, from 4.15% to 4.45%, and 30-Year Fixed Mortgage rates increased by 26-bps from
7.04% to 7.30% quarter-over-quarter.

The average median list price reported at $1,066,125 in Q4 2023, a $33,042 decrease
quarter-over-quarter, partially attributed to the increase in housing inventory to 10,897
active listings. While supply has increased, new residential building permits have
declined. During Q4 2023, there were a total of 2,264 new residential building permits
issued; 188 less than Q3 2023. This was driven by increased costs associated with debt
financing.

FIGURE 11: Monetary Policy and Interest Rates
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FIGURE 12: Average Median List Price
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FIGURE 13: Residential Housing
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FIGURE 14: Sales Activity Map by SF
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FIGURE 15: Capital Market Transactions
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FIGURE 16: New Construction
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FIGURE 17: Major Developments Started in Q4 2023
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FIGURE 18: Market Statistics by Submarket
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Market Area Overview

Contacts
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Maxine.David@cbre.com Alex.Hall@cbre.com

Definitions

Absorption Rate: Expressed as a percent of rentable stock. Annualized Growth: In quarterly
data, this is the Y-o0-Y percentage change. In annual data this is the Q4-to-Q4 percentage
change.. Completion Rate: Expressed as a percent of rentable stock. Real Rent: Rent measure
adjusted for inflation. Inflation is measured by the national CPI figure. Net Absorption: Change
in occupied stock from one period to the next. Stock: Total count of market-rate, multifamily
units in structures containing five or more units. Does not include condos. Occupied Stock:
Total count of occupied multifamily units. Rentable Completions: Change in rentable stock from
one period to the next due to the construction of new multifamily units. A structure is
considered complete when 60% or more of the building has been occupied. Percentage
Growth: Measures the percentage change from one period to the next. In quarterly data, this is
the Q-0-Q percentage change. Vacancy Rate: Unoccupied units expressed as a percent of
rentable stock. Rent: Average price for multifamily space. Properties must appear in current and
previous quarterly sample ("same-store") to count toward this average.

Survey Criteria

Includes market rate multifamily buildings 5 units and greater in size in Los Angeles County.
Buildings which have begun construction as evidenced by site excavation or foundation work.

© Copyright 2024. All rights reserved. This report has been prepared in good faith, based on CBRE's current anecdotal and evidence based views of the commercial real estate market. Although CBRE believes its views reflect market conditions on the date of this presentation, they are
subject to significant uncertainties and contingencies, many of which are beyond CBRE's control. In addition, many of CBRE's views are opinion and/or projections based on CBRE's subjective analyses of current market circumstances. Other firms may have different opinions, projections
and analyses, and actual market conditions in the future may cause CBRE's current views to later be incorrect. CBRE has no obligation to update its views herein if its opinions, projections, analyses or market circumstances later change.

Nothing in this report should be construed as an indicator of the future performance of CBRE's securities or of the performance of any other company's securities. You should not purchase or sell securities—of CBRE or any other company—based on the views herein. CBRE disclaims all
liability for securities purchased or sold based on information herein, and by viewing this report, you waive all claims against CBRE as well as against CBRE's affiliates, officers, directors, employees, agents, advisers and representatives arising out of the accuracy, completeness, c B R E

adequacy or your use of the information herein.
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