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Availability increases in Ql, expected to
continue as market braces for COVID-19
iImpact

After four consecutive quarters of declines, overall availability in Los Angeles increased
t018.4% in the first quarter — up 40 basis points over the quarter. Class A availability
also increased, up 50 basis points over the quarter to 17.6%. Even with increasing
availability, asking rents pushed upwards. Class A asking rents increased 11.4% year over
year to $3.82 per square foot (psf) per month - which reflects a broad market average
encompassing high-rent submarkets in West, L.A. and Downtown L.A., as well as lower-
rent submarkets in the South Bay, San Fernando Valley, and San Gabriel Valley areas. As
economic uncertainty continues to rise due to the ongoing COVID-19 global pandemic,
expect availability to increase and rents to plateau as occupiers retrench and the city
remains in shelter-in-place with all non-essential businesses closed.

Leasing activity slows, coworking faces new challenges

Quarterly leasing activity totaled just 4.0 million square feet (msf) - down 15.4%
annually. Demand was driven by companies in the technology, advertising, media and
information (TAMI) sector, but also government agencies and non-profits. Flexible
space providers, typically accounting for a substantial share of quarterly activity, ground
to a halt and are likely to face additional challenges as the current pandemic situation
unfolds. Given the short-term nature of flex memberships and the capital reserve
infrastructure required to weather the current economic disruption, it is yet to be seen
how providers will fare. With approximately 5.0 msf of flex inventory in the market, the
possibility some of this space returning and creating additional tenant options is likely.

In specific submarkets, availability has declined to cyclical lows
while Downtown remains soft

Availability in Downtown L.A. remains high while some West L.A. submarkets continue
to see options tightening. Overall availability currently stands at 22.9% in Downtown
L.A.,14.9% in West L.A., and 16.6% in the Tri-Cities (compared to an overall market
average of 18.5%). In Century City, overall availability (7.6%) is now at its lowest point

in a decade as law firms and professional services companies that cater to the booming
entertainment industry have expanded. In Burbank, overall availability of just 8.1% has
been due to Disney and Warner Bros. expanding within the submarket. With large blocks
of available space limited, particularly in West L.A., expect developers to become even
more aggressive with pre-leasing as the economy slows.

Outlook

e Attracting and retaining tenants will become even more critical
as economic uncertainty grows, immediately following the 2008
Global Financial Crisis concessions increased by 23.8%

* The flex space sector could be particularly hard-hit and will be
closely watched as closures would result in an increase in large-
block options for tenants

e As economic uncertainty persists and misinformation concerning
lease obligations spreads, it is imperative that tenants seek out
sound advice regarding possible options at this challenging time
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KEY STATISTICS
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Inventory 212.0 MSF 212.9 MSF A
Availability Rate 18.6% 18.4% v
Asking Rental Rate (Monthly) [EEX#I $3.65 A
E:rlllaos;t;:lgsking Rental Rate $3.43 $3.82 A
Quarterly Leasing Activity 4.7 MSF 4.0 MSF v
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Los Angeles Market in Minutes - Q1 2020

MAJOR TRANSACTIONS

61.8%

of top transactions were renewals

Tenant

Kanye Anderson Capital
Adyvisors, L.P.

L.A. County Department of
Public Social Services

L.A. County Department of
Public Health

L.A. County Department of
Public Social Services

ICT Packag:

22.8%

of major transactions occurred in

Mid-Wilshire submarket

Square feet  Address

2425 and 2525 Colorado
Avenue

5100-5110 W Goldleaf Circle

101,000 300 S Grand Avenue
94,163 2835 N Naomi Street
80,046 800 N Brand Boulevard
74,985 1800 Avenue of the Stars
70,791 2601 Wilshire Boulevard
66,644 3530 Wilshire Boulevard
60,172 9800 S La Cienega Boulevard
58,959 2800 28th Street

Transaction type

Extension

Renewal and Expansion

Renewal and Expansion

Relocation

Expansion

Renewal

Renewal

Renewal and Expansion

Renewal

Relocation

38.2%

TAMI tenants represented 38.2% of
major transactions

Submarket Industry
Santa Monica TAMI
Culver City Non-profit

Legal Services

Burbank TAMI

Glendale TAMI

Century City Financial Services

Mid-Wilshire Government
Mid-Wilshire Government
South Bay Government

Santa Monica Manufacturing

Source Savills Research

AVAILABILITY RATE COMPARISON
Los Angeles Submarkets
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RENTAL RATE COMPARISON ($/SF)

Los Angeles Submarkets

Santa Monica

Century City

West Hollywood

Beverly Hills

Hollywood

Fox Hills/Marina
Westwood/West LA
Miracle Mile

Culver City

El Segundo

N. Hwd/St. City/Univ City
Downtown LA

Burbank

Park Mile

Los Angeles Overall
Pasadena

Glendale

Central San Fernando Valley
Santa Clarita Valley
Mid-Wilshire

South Bay

West San Fernando Valley
Long Beach

San Gabriel Valley
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Unless otherwise noted, all rents quoted throughout this report are average asking gross (full service) rents per square foot. Statistics are calculated using both

direct and sublease information. Current and historical availability and rent data are subject to change due to changes in inventory.

The information in this report is obtained from sources deemed reliable, but no representation is made as to the accuracy thereof. Unless otherwise noted,

source for data is Savills Research.
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About Savills Inc.

Savills helps organizations find the
right solutions that ensure
employee success. Sharply skilled
and fiercely dedicated, the firm’s
integrated teams of consultants and
brokers are experts in better real
estate. With services in tenant
representation, workforce and
incentives strategy, workplace
strategy and occupant experience,
project management, and capital
markets, Savills has elevated the
potential of workplaces around the
corner, and around the world, for
160 years and counting.

For more information, please visit

Savills.us and follow us on LinkedIn,
Twitter, Instagram and Facebook.
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