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MACRO VALUATION 
TRENDS IN CALIFORNIA
-

1. Capital Markets & Financing
•Mortgage rate uncertainty still has cap rates up from 2022 levels
•CMBS maturity wall

2. Operations, Cost Pressures, and Climate Risks 
•Increasing construction costs
•Expense management will be a major challenge (OpEx increases for R&M, insurance, and utilities)

3. Market Demand & Tenant Dynamics
•Suburban versus urban tenant migration
•CapEx investment in support of flight to quality

4. Policy & External Economic Factors
•Volatile federal tariff policy resulting in space demand and lease rate uncertainty
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⚬Macro Trends Impacting the Office Market

￭ Loan maturities and distress sales still may be on the horizon

￭ Limited 10-year Treasury and cap rate movement anticipated

￭ Great variance in submarket and asset performance 

￭ Expense management will be a major challenge

￭ Zombie Buildings

￭ Flight to Quality continues

MACRO TRENDS FOR OFFICE



MACRO TRENDS FOR OFFICE

Observations

￭ Office oversupply is a challenge for landlords, but an opportunity for buyers (especially owner-users).  

￭ Preference for newer, high-quality office space will continue to drive activity

￭ Hybrid office situations have generally won out over “mandatory” full-time RTO

￭ Reduced existing inventory due to withdrawal and adaptive re-use for residential

 



2Q 2025 Capital Market Conditions

Debt Maturities

Compiled by CBRE
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2Q 2025 Capital Market Conditions

Continued Distress Opportunities

Compiled by CBRE
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2Q 2025 Capital Market Conditions

REIT Returns

Compiled by CBRE

MACRO TRENDS FOR OFFICE



2Q 2025 CRE Market Conditions

Projected Returns

Compiled by CBRE
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2Q 2025 CRE Market Conditions

Expense Management Challenges

Compiled by CBRE

MACRO TRENDS FOR OFFICE



2Q 2025 CRE Market Conditions
Net Absorption and Construction Costs

Fundamentals have deteriorated most dramatically 
within the office market, where the availability rate is 
more than five points above its long -term average. The 
good news is that office availabilities are peaking across 
markets helping valuations to firm for prime properties 

Compiled by CBRE
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2Q 2025 CRE Market Conditions

Cap Rate Drivers

Compiled by CBRE
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ACTUAL VALUATION METRICS

Selected Comparative Office Market and SubMarket Data

Major California Office Markets 

￭ Inventory
￭ Absorption
￭ Occupancy/Availability
￭ Asking Rent
￭ Sale Metrics – Price/SF and Cap Rate Trends
 



2Q 2025 Office LA – Class A – Historical Trends and Projections
                                           

Sacramento 
Diego Empire
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Greater Los Angeles

2Q 2025 Office Statistics

Compiled by CBRE
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Orange County

2Q 2025 Office Statistics

Compiled by CBRE

ACTUAL VALUATION METRICS



2Q 2025 Office Statistics

Inland Empire

San Diego

Compiled by CBRE
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Greater San Francisco Bay Area

2Q 2025 Office Statistics

AI and tech are the drivers behind San 
Francisco and Silicon Valley recovery

Compiled by CBRE
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2Q 2025 Office 
Cap Rate Data

                                           

Greater Los Angeles Orange County

Inland Empire San Diego 
Empire
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2Q 2025 Office 
Cap Rate Data

                                           

San Francisco Bay Area Silicon Valley

East Bay Sacramento 
Diego Empire
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ACTUAL VALUATION METRICS

Final Thoughts

• Space market appears to be stabilizing – no material increases in vacancy 
projected 

• Absorption continues to be uncertain as overall job growth is expected to slow

• Significant new additions to office supply is not anticipated

• Effective rents expected to be flat with limited annual growth

• Prevalence of private buyers – non-stabilized properties attractive to full or 
partial owner-users

 



REAL WORLD CASE STUDIES

Non-Stabilized Class B Office Buildings 
(Every Building Has a Story)

￭ Single or Multiple Tenants? 
￭ Realistic Stabilized Occupancy and Absorption Period?

• What is highest occupancy the asset has achieved in the past 10 years
• Projected rent growth?

￭ Updates, recent or proposed value-adding capex?
￭ Functional Utility?
￭ Highest and Best Use?  
￭ Most probable purchaser – Investor….full or partial owner-user….developer?



INDUSTRIAL
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MACRO TRENDS FOR INDUSTRIAL

2020-25, SoCal Ind. market dominated by:

1.Ecommerce growth spike -> mean reversion
2.Fiscal stimulus ->  mean reversion
3.Monetary stimulus -> normalilization



2020-25 SoCal Ind. market dominated by:
1.Ecommerce growth spike -> mean reversion

Q1 2000: 0.8%
Q4 2019: 11.2%
Q2 2020: 16.3% (7 years, +46% 
absolute)
Q1 2025 Share: 16.2%
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2020-25 SoCal Ind. market dominated by:

1.Ecommerce growth spike -> mean reversion
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2020-25 SoCal Ind. market dominated by:

1.Ecommerce growth spike -> mean reversion
2.Fiscal stimulus ->  mean reversion

Source: Federal Reserve Bank of SF

Greater LA Industrial

Source: CBRE, Q2 2025
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2020-25, SoCal Ind. market dominated by:

1.Ecommerce growth spike -> mean reversion
2.Fiscal stimulus ->  mean reversion
3.Monetary stimulus -> normalization

MACRO TRENDS FOR INDUSTRIAL



2020-25, SoCal Ind. market dominated by:

1.Ecommerce growth spike -> mean reversion
2.Fiscal stimulus ->  mean reversion
3.Monetary stimulus -> normalization

Jun 2015: $12.0 T
Feb 2020: $15.5 T
Apr 2022: $22.8 T (peak)
Oct 2023: $20.7 T (trough)
Jun 2025: $22.0 T
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2020-25, SoCal Ind. market dominated by:
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Feb 2020: $15.5 T
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2020-25 SoCal Ind. market:

1.Ecommerce growth spike -> mean reversion
2.Fiscal stimulus ->  mean reversion
3.Monetary stimulus -> normalization 10-year US Treasury, %

MACRO TRENDS FOR INDUSTRIAL



OARs vs. cost of $ persistent  compression

10-year US Treasury, %
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C19-era ind. demand shock cycle almost complete?

ACTUAL VALUATION METRICS

Greater LA Indus tria lGrea ter LA Indus tria l



Forecast: 
OAR-driven value recovery

ACTUAL VALUATION METRICS

Greater LA Indus tria lGrea ter LA Indus tria l



Volume thins, as cost of $ vs. OAR compression persists

ACTUAL VALUATION METRICS

Greater LA Indus tria l



2020-25 SoCal Ind. market dominated by:

1.Demand Shock 

2.Fiscal stimulus ->  mean reversion

3.Monetary stimulus -> mean reversion
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2020-25 SoCal Ind. market dominated by:
1.Demand Shock 

2.Fiscal stimulus ->  mean reversion

3.Monetary stimulus -> mean reversion

2025+ possible US industrial policy/tariff impact
1.Demand shock

￭ Reduced China imports? (negative)

￭ Offsetting Asian import growth? (positive)

￭ Growth of SoCal manufacturing (import substitution, positive)

2.Fiscal stimulus

￭ Tax cuts (business and/or personal) 

￭ Indirect (Tax holidays, incentives, accelerated depreciation, etc.) ?

3.Monetary stimulus 

￭ Industrial investors already pricing in?

ACTUAL VALUATION METRICS



REAL WORLD CASE STUDIES

…and now for something 
completely different…



MULTIFAMILY
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MACRO TRENDS FOR MULTIFAMILY

Cushman & Wakefield | Multifamily Market Trends ‹#›‹#›

KEY TAKEAWAYS
ECONOMY:

• Inflation & Fed Policy : Inflation remains sticky, but the Fed’s “soft landing” strategy is 
keeping markets stable. Recession fears have eased compared to early 2024. .

• Labor Market Resilience: Job growth has moderated, yet the labor market remains tight 
— continuing to underpin housing demand.

MULTIFAMILY:
• Demand Fundamentals: Demand for apartments is outpacing new supply for the first time 

in years, especially in Class A assets. Q2 rent growth leveled off after a strong Q1 start.
• Construction & Supply: Peak construction is behind us. Starts have dropped to 2012 

levels, and Sunbelt dominance in new supply has given way to renewed growth in gateway 
markets.

CAPITAL MARKETS:
• Transaction Activity: Multifamily is leading the rebound in deal volume, with investor 

interest climbing and capital targeting the sector.
• Debt Pressure: High interest rates still pressure refinancing, but capital is lining up to 

capture distress opportunities as delinquencies tick up from historic lows.



MACRO TRENDS FOR MULTIFAMILY

Cushman & Wakefield | Multifamily Market Trends ‹#›‹#›
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ACTUAL VALUATION METRICS
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MACRO TRENDS FOR RETAIL
Los Angeles

⚬ 2ⁿᵈ largest USA metro
⚬ Entertainment, Transportation & Tourism 

employment sectors are major drivers
⚬Outmigration of 3% over the past 5 -years
⚬ High Cost of Living and Labor Disputes
⚬ Economic Headwinds from the wildfire disasters

Orange County
⚬ Employment only slightly above pre -pandemic 

peak
⚬ Unemployment trends around 4%
⚬ Professional & Business services, and Leisure & 

Hospitality employment sectors are major drivers
⚬Walt Disney and UC Irvine are the largest 

employers

Inland Empire
⚬ 11th-most populated market in the nation
⚬ Leads Southern California in post -pandemic job 

growth
⚬ Transportation employment sector is a major driver
⚬Outsized demand for healthcare services and medical -

related real estate

San Diego
⚬Military, Life Science, and Tourism employment 

sectors are major drivers
⚬ High cost of living, and among the highest housing 

costs in the nation
⚬ San Diego's population has risen only marginally 

since 2021

Per CoStar Market Report



MACRO TRENDS FOR RETAIL
San Francisco & San Jose

⚬ The nation’s leading innovation and economic 
growth center.

⚬ The highest economic growth rates in the nation, 
with some of the highest rents and real estate 
prices

⚬ Unemployment rate @ ~4%, above pre -pandemic 
levels (i.e. tech sector layoffs)

⚬ Flexible working practices has created uncertainty 
as to the number of employees living in the metro.

⚬ Economic pressures have led to a decline in real 
estate investment

⚬ Possible emergence of new AI driven tech boom

East Bay
⚬ Stronger post -pandemic population and job growth
⚬ unemployment rate is 4.3%
⚬ vibrant technology, transportation & research sectors
⚬ significant YoY employment growth in leisure & 

hospitality, and education & health services
⚬median incomes YoY increase of 4.6% to $130,000

Sacramento
⚬ The region has also begun attracting biotech firms
⚬ Aggie Square life sciences development expected to 

generate ~$500M regional economic output and 
support 3,200 jobs annually

⚬ Decentralized workforces forcing employers into hub 
& spoke modelsPer CoStar Market Report



SUPPLY & DEMAND TRENDS 

Per CoStar Market Report
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REAL WORLD CASE STUDIES
Los Angeles

⚬ The Hollywood Collection in Hollywood; sold June 
’25; $69m; $382 psf; 7.11% OAR; 181k sf; Target 
anchored

⚬ River Oaks Shopping Center in Valencia; sold June 
’25; $107.5m; $391 psf; 275k sf; Target & Sprouts 
anchored; 6.5% low than Sept ’17 sale

⚬ Village Walk in Pico Rivera; sold Feb ’25; $37.5m; 
$289 psf; 130k sf; 4.2% higher than Mar ‘16 sale

Orange County
⚬ Fullerton MetroCenter in Fullerton; sold June 2025; 

$118.5m; $300 psf; 396k sf; Target & Sprouts 
anchored

Per CoStar Market Report

Inland Empire
⚬ Larry H. Miller Toyota Corona; sold in June ’25; 

$21.5m; $326 psf; 66k sf
⚬ Citrus Crossroads in Fontana; sold in Apr ‘25; $17.8m; 

$331 psf; 5.4% OAR; 54k sf; Amazon Fresh

San Diego
⚬ Bernardo Heights Plaza in San Diego; sold in July ’25; 

$16.03m; $425 psf; 6.16% OAR; 38k sf
⚬ La Mesa Village Station in La Mesa; sold June ’25; 

$21.6m; $375 psf; 58k sf; tenant purchase of multi -
tenant asset



REAL WORLD CASE STUDIES
San Francisco

⚬ 35-41 Powell St. in San Francisco; sold May ’25; 
$7.5m; $441 psf; 17k sf; Burger King

⚬ 2337-2345 Irving St. in San Francisco; sold Apr ‘25; 
$7.5m; $401 psf; 19k sf; owner user retail/office

San Jose
⚬Mt. Pleasant Shopping Center in San Jose; sold 

Feb ‘25; $17.5m; $452 psf; 6.3% OAR; 39k sf, 
grocery & drug store anchored

⚬ Avanti in San Jose; sold Jan ’25; $9.25m; $368 psf; 
25k sf; drug store anchored

Per CoStar Market Report

East Bay
⚬ Rossmoor Shopping Center in Walnut Creek; sold Apr 

‘25; $61.1m; $522 psf; 5.4% OAR; 117k sf; grocery 
anchored

⚬ Clayton Station Shopping Center in Clayton; sold Apr 
‘25; $27.75m; $460 psf; 6.45% OAR; 60k sf; grocery 
and drug store anchored 

Sacramento
⚬ Downtown Commons in Sacramento; sold July ‘25; 

$15.0m; $45 psf; 333k sf; redevelopment of former 
Macy’s

⚬ Arden Fair Mall in Sacramento; sold Jan ‘25; $10.5m; 
$67 psf; 157k sf; buyer to reposition into 
indoor/outdoor sporting facility



Q & A

Gazelle Raye Wichner,  
ASA, MAI, AI -GRS, CCIM 

Director, VAS Quality & Risk 
Management | CBRE

OFFICE

Charles L. Wilson, MAI, 
CCIM, MRICS

Principal / Managing Member, 
| Wood Wilson Associates LLC

RETAIL

Michael Tidwell II, SRA
Director, 

Multifamily Advisory Group | 
Cushman & Wakefield

MULTIFAMILY

Jeffrey Gould, CCIM, CPM, LEED AP
Moderator
Principal / Founder | Lineage 
Asset Advisors, Inc. 

Martin T. O’Donnell, MAI, ASA, 
AI-GRS

Director, Quality & Risk 
Management (QRM) | CBRE

INDUSTRIAL 



Thank you for joining this webinar!
 We look forward to having you 

with us at our next event.

sccai.orgccimla.com

http://www.appraisalinstitute.org
https://ccimla.com
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