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Economic & Real Estate Market Conditions

Catching the Wave



Things We’ll Talk About Today
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1. Macroeconomic Picture (Government and Big Money)

2. COVID’s Impacts – Past, Present and Future

3. Population Decline and Growth

4. Broad Trends in Commercial Real Estate

5. Local Real Estate Markets, Including Housing

6. Projections for the Future



Bullish Backdrop for U.S. Assets
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1. Huge Government Spending + Massive QE, Very Low Rates

2. Rapidly Improving Employment

3. Increasing Commodity Prices & Increasing Replacement 

Costs

4. Growing Focus on Inflation Protection

5. Negative Real Returns on Cash and I.G. Bonds

6. Nearly Every Sector in the Global Markets at All-time Highs



The Scale of the Monetary & Fiscal Response
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A. Unlimited QE - $4.0 + Trillion:

Fed Balance Sheet Doubled

B. $5.6 Trillion of Fiscal Stimulus:

25% of GDP!

C. $3.0+ Trillion of Additional Spending Proposed



Infrastructure Investment and Jobs Act
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First Half of 2021:  Record Level Fund Flows
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Bank Deposits at Record Levels

7



Liquidity in the System
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Real GDP Growth
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Consumer Price Index Inflation Rate
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Commodity Prices Strengthening; 
Costs of Building Materials Increasing
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Ten-Year Treasury Rate
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Low Rates Will Push Investors to Take More Risk

14



Covid and the Economy
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Covid and the Economy
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Covid and the Economy
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• The Great Resignation



Covid and the Economy

18



Employment Growth (Millions)
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Unemployment Rate: United States
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…And Total Job Availability is at An All-Time High
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Los Angeles County Net Population Change

22



Inland Empire Net Population Change
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Orange County Population Growth (YOY%)
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Population Growth is Booming in Las Vegas
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. . . and in Phoenix, Arizona
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Commercial Real Estate Has Underperformed in the 
Short and Medium Term
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Total Delinquency by Property Type: 
Most Impacted Sectors
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Orange County Apartment Price Index
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Up 117% Since 2007
5.3% Annually, Compounded



Inland Empire Industrial Price Index
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Up 141% Since 2007
6.0% Annually, Compounded



Standard and Poor 500 ETF
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Up 217% Since 2007
8.0% Annually, Compounded



NCREIF Industrial Total Annual Returns
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Outlook for Industrial Property by Sub-Type
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Inland Empire Industrial
Vacancy and Market Rent Per SF
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Big Box Industrial is Hot
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5600 E. Airport Dr.
Ontario

1,630,000 SF
Distribution Warehouse

On    94 acres

$215,000,000
March 12, 2020 Closing
$132 PSF of Bldg.

Then Costco bought it:

$345,000,000
May 6, 2021 Closing
$212 PSF of Bldg.
____________________________

Price increase over 14 months:    60%



Los Angeles County Industrial
Vacancy and Market Rent Per SF
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NCREIF Apartment Total Annual Returns

37



Apartment: Buy/Hold/Sell Recommendations
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Outlook for Multi-Residential by Sub-Type
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California Rent Price Trends
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Orange County Apartments
Vacancy and Market Asking Rent Per Unit
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Inland Empire Apartments
Vacancy and Market Asking Rent Per Unit

42



Inland Empire Apartments
Market Cap Rate By Star Rating
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Los Angeles County Apartments
Vacancy and Market Asking Rent Per Unit
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There Will Be a Trend Away from High Urban Density
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NCREIF Office Total Annual Returns
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Office: Buy/Hold/Sell Recommendations
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Outlook for Office by Sub-Type
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How Do You Anticipate Total Office Space Needs to 
be Different Three Years from Now?
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Los Angeles County Office
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Up 62.5% Since 2007
3.3% Annually, Compounded



NCREIF Retail Total Annual Returns
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Retail: Buy/Hold/Sell Recommendations
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Outlook for Retail by Sub-Type
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Orange County Retail
Deliveries and Demolitions
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…accelerated 
the shakeout 
among retailers 
that likely 
would have 
occurred over 
the next few 
years anyway



Outlook for Hospitality by Sub-Type
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Outlook for Alternative Real Estate Categories
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Self Storage: Supply and Demand Trends
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Sources: Marcus & Millichap Research Services, Radius+, Yardi Matrix
*Trailing 12 months through second quarter



Median Sold Price of Existing Single-Family Homes
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Source: California Association of Realtors, November 2021



Single-Family Residences – California
Months of Inventory
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Source: California Association of Realtors, Analysis by Beacon Economics



Orange County Median Household Income
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Inland Empire Median Household Income
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Wage Comparisons – California vs. Inland Empire
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What Does the Future Hold?
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Taxes Are Going Up - Mostly
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Over the Next 18 to 24 Months
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Real Estate Over the Next Two Years
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• Availability of surplus capital supports upward price trends 
in most sectors

• Concern of inflation keeps/brings investors into real estate

• Limited land availability, costly materials and labor, and 
difficult permitting processes limit new development

• Orange County remains highly desirable for housing, 
employment, and recreation

• Slow rise in interest rates leads to stabilization of cap rates 
with possible increases

• Price levels of favored categories rise based on rising rents

• Housing prices continue to rise but at moderated rates



For More Information, and a 
Copy of Viewpoint 2022 Contact
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John G. Ellis, MAI, CRE, FRICS

(818) 290-5444

jellis@irr.com


