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a) 20 years with Lee & Associates, Irvine Office, #1 
producer 2021 & 2022

b) Primary focus is industrial in LA/OC/IE + Corporate 
Solutions (National Multi Market Tenant Rep)

c) Education - UCI Econ, USC MBA, USC MRED 

d) Author – Industrial Intelligence & Industrial Income

e) Investor – Own 30 units between SFR and industrial 
multi tenant

Justin Smith - SVP



a) 2.5 years with Lee & Associates, Irvine Office having 
completed his internship, his Runnership and now in 
his first year as an associate.

b) Primary focus is industrial/flex property in Orange 
County. Has experience in the IE.

c) Experienced with tenants, landlords, buyers & sellers

d) Education - UCI Econ, UCI Master’s Finance

Chris Vassilian - Associate



Know Your Audience

• Who saw last years presentation?
• How have appraisals changed within the last 12 months?
• What are your biggest challenges as an appraiser today?

• Lack of transaction volume?
• Change in forward projection of cap rates?
• Valuing multi story industrial property?
• Valuing IOS sites?
• Have you done an appraisal in Mexico?



Prologis – 2023 Supply Chain Predictions



Prologis – 2024 Earnings Call

Investment thesis - The supply cliff will converge with normalized 

demand later this year, delivering an environment conducive to 

strong market rent growth.

• The outlier on rent growth is Southern California which is the 

strongest market for cash flow growth given the continued mark 

to market opportunity. This remains the largest difference from 
legacy lease rate to new market lease rate in the country.

• Annual market rent growth will average between 4% and 6% 

over the next three years, with 2024 being modestly positive 
and ramping thereafter.

• Prologis's global rents declined 90 basis points predominantly 

impacted by an estimated 7% decline in Southern California.

• The supply pipeline continues to dwindle with the majority of 

completions having been delivered without a replenishment of 

new projects in the pipeline.



Prologis – 2024 Earnings Call

Investment thesis - The supply cliff will converge with 

normalized demand later this year, delivering an environment 

conducive to strong market rent growth.

• There is still a high volume of new deliveries that need to be 
absorbed in the following quarters.

• Tenant utilization declined to 83% along with a decrease in 

the inventory to sales ratio. This isn't necessarily bad as retail 

sales over the fourth quarter and holiday season drove lower 
inventories, which will need to be replenished. Global 

instability will also lead to continued conservative inventory 
strategies.

• Sunbelt markets outperformed the coastal markets in 2023.

• Suez and Panama Canal issues and resolution of West 

Coast port labor negotiations translate to more movement of 
goods through the West.



What’s Up or Down with Consumer Spending and Retailer Expectations?



Supply Chain Issues Moderating



Coastal Port Volume Returning to Pre-Pandemic Levels
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Industrial Vacancy Rates Reached New Lows In 2022, But Increased Slightly In 2023



Year over Year Growth in Transaction Starting Rents is Slowing
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Year over Year Growth in Starting Rents is Slowing



Are renewing tenants pushing back against rent growth?



Slowing Growth in Transaction Size and in Premium Pricing for Large Transactions -



Concessions rising slightly - is this an indicator of a softening market?



Rising Sublease Space - Warning Sign or Return to Normalcy?



More Than 29% Of Current Leased Industrial Space In Los Angeles-OC-Inland Empire Expiring By End Of 2025



2019 Precedes Period Of Major Rent Growth Nationwide And In Los Angeles-Orange County-Inland Empire Market



Construction Starts Are Slowing - Is Functional Obsolescence a Concern in the Medium Term?



Nearshoring to Mexico - How much does this threaten future growth in the LA-OC-IE Industrial Market?



Market Intel
2023 Market Talk:
• “It’s all about price discovery” - 
• “There’s a disconnect between seller and buyer pricing expectations”
• “They want yesterday’s price in today’s market”
• “Seller’s with fixed rate debt don’t have to sell”
• “It’s finally more of a balanced market for landlord and tenant”
• “The days of 17 offers on an investment sale are over, now its more like 4 or 5”
• “It’s pencils down for institutional buyers right now”
• ”You have to be willing to buy at today’s rate, and wait out lower interest rates and  

mark to market to improve cash flow”
• “If you are waiting for pain in the industrial market, you are going to miss the boat”
• “Land pricing is down 10-30%”

   



Market Intel
2024 Market Talk:
• “The Inland Empire had its first negative net absorption quarter in 14 years!”
• “Orange County had the largest negative net absorption in 14 years.”
• “Can we make this 5 years term a 3 year term?”
• “I’m going to wait, the market is going down, I don’t have to do anything right now”
• “The landlords proposal is not fair. I can’t take that big of an increase. That’s crazy.” 
• “Lease rates are down 10-20% with another 10% projected for this year before we 

hit bottom”
• “Land is down over 60% from peak values. Even at those values we have a hard time 

underwriting rents and exit cap rates. Plus capital partner yield requirements have 
increased and costs have not come down materially.”

• “Open houses are back. Brokers actually answer their phones now.”
• “The landlords/seller will consider all offers. Don’t be afraid to submit even if its 

low.”
• “Edison won’t even give all the power to the new property upfront. You have to 

apply for it and wait for it.”
   



Trends in Southern California
Measure ULA - Homelessness & Housing Solutions Tax - Under the measure, sales of residential and      
commercial real property valued at over $5 million but less than $10 million would be subject to an      
additional tax at the rate of 4%, while sales of properties valued at $10 million or more would be      
subject to an additional tax at the rate of 5.5%. Will this be repealed?

AB1000 is AB2840 2.0. Pulled from consideration and will not go to ballot. As a reminder: Prohibit the County 
of Riverside & San Bernardino from approving the development or expansion of any qualifying logistics 
use  (+100,000 SF) within 1,000 ft of “sensitive receptors” (residence, school, daycare, health care, community 
center, place of worship, incarceration facility, public playground). It is expected to come back in another form 
later in the year or the following year. Developers are already underwriting 500-600’ restrictions to prepare 
themselves for a future compromise position.

Providing enough power to newly constructed properties is a real concern. You may have to wait 12 months 
for the power company to approve your application and provide the upgrade.



Resources



People to Follow



Thank you!
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