I.l. L"'""‘.. .
=i _
LW R T R R EVTRIRNRY

RATERRE Lo SRR T

.’,ﬂwm LRRRRRY

L “ mﬂ LA RRNRR s e
; R SR S SA BTSRRI

- §il ut_:..:::.mwwwﬁwﬁ_.:uss__.
-5 75755 BRFEIFATIIAL ;

2= .w.n.sh\.\mwww“w&ﬂwﬁis

S 7

-

s-..._._.-:,,mw—-

g
@)
o
()
ad
)
()
o
S
M
=

Office

<
O

Los Angeles

PREPARED BY

™

CoStar

~,
\

o
=
o

us

drd

M

Laura Alice Scaturro

Agent



Overview

12 Mo Deliveries in SF 12 Mo Net Absorption in SF

Los Angeles Office

Vacancy Rate 12 Mo Rent Growth

1.9 M

The Los Angeles office market continues to see
conditions deteriorate as a result of the impact of the
coronavirus pandemic. Vacancies have increased
dramatically since the onset of the pandemic, and rental
rates continue their trek south since a peak at the
beginning of 2020. Sublease space has spiked in recent
quarters and is currently at an all-time high for the
market.

Pre-pandemic, tech and entertainment firms were key
drivers of leasing demand during the past several years.
Many tech firms are now facing pains, as blocks of
sublease space put on the market last year by this cohort
of tenants in Silicon Beach suggests all is not well for the
sector. The entertainment industry also supported robust
demand, with major studios and the digital upstarts in the
midst of a content production arms race. While leasing
activity may be subdued by many media tenants for the
near term, Netflix made big news this past September by
signing the largest lease of 2020 in the L.A. metro,
committing to 170,000 SF in Burbank.

The Los Angeles office market is unique among major

(10.1 M)

13.0% -2.1%

need to be strategic in where they locate. The most
prestigious office locations have long been on the
Westside. Addresses in submarkets such as Century
City, Beverly Hills, and Brentwood evoke a certain cachet
and typically attract more traditional and image-
conscious tenants. Heading west from those submarkets
takes one to Silicon Beach, Los Angeles' tech epicenter,
which includes Santa Monica, Venice, Marina Del Rey,
and Playa Vista.

Current office construction levels in the L.A. metro are
elevated relative to the past 25 years. Projects with little
preleasing may be hard-pressed to secure tenants in the
current leasing environment.

Office sales volume in L.A. during 2020 was notably
below levels seen during the previous several years.
Some investors have taken a wait-and-see approach
since the onset of the pandemic. Average market pricing
peaked at the beginning of 2020 and has seen little
movement since. Several recent large transactions of
higher-quality assets garnered strong pricing and
suggest discounts may not become the norm for all office

markets nationally for the decentralized nature of its
office stock. This is a product of the sprawling nature of
the metropolis as well as its well-earned reputation for
having some of the nation's worst traffic. Companies

sales in L.A. post pandemic. Looking ahead, it's
uncertain to what extent pricing could be impacted longer
term. Many are debating how office tenants will utilize
space in the future.

KEY INDICATORS

Current Quarter RBA VacancyRate  MarketRent  Availabilty Rate  S'APSOPION - pejiveries g Under
4 &5 Star 166,192,065 17.3% $3.94 23.1% (365,129) 0 7,317,358
3 Star 155,359,484 11.6% $3.19 14.9% (74,886) 0 472,276
1& 2 Star 106,203,836 8.4% $2.82 10.6% (49,640) 0 0
Market 427,755,385 13.0% $3.40 17.1% (489,655) 0 7,789,634
Annual Trends 12 Month Iﬂs:;g(;ael 'Zc\’/zcazs; Peak When Trough When
Vacancy Change (YOY) 2.7% 10.7% 12.7% 13.0% 2021 Q2 6.8% 2007 Q3
Net Absorption SF (10.1 M) 1,078,042 1,318,349 12,904,319 2000 Q1 (9,721,210) 2021 Q1
Deliveries SF 19M 2,335,316 2,377,246 4,462,565 2002 Q3 644,583 1997 Q3
Rent Growth -2.7% 3.3% 1.4% 14.9% 2007 Q3 -11.0% 2009 Q3
Sales Volume $3.3B $5.2B N/A $11.4B 2017 Q3 $804.9M 2009 Q4
4/5/2021
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Leasing

Net absorption has been decidedly in the red since the
onset of the pandemic. The market has not seen this
rapid pace of occupancy erosion in over a decade.
Market vacancy currently stands at 13.0%.

One concern that has arisen is the rapid increase in the
amount of available sublease space. Since the end of
March 2020, over 4.8 million SF of additional sublease
space has been added to the market, an increase of
90%. As of late-March 2021, there is 10.2 million SF of
available sublease space posted on CoStar. Sublease
availabilities are especially elevated in Westside
submarkets. The increase in sublease space suggests
office users are reconsidering space requirements due to
the pandemic, whether it is due to weak firms contracting
or healthy firms reassessing their space needs due to
remote work strategies.

Although many tenants appear to be holding back on
leasing decisions, there have been several notable
leases inked in the metro in recent months by some of
L.A.'s most innovative, large tenants.

El Segundo saw the largest office lease signing in
Greater Los Angeles since the onset of the pandemic
when, in January, Beyond Meat, the plant-based meat
maker, signed for 280,000 SF at Hackman Capital

NET ABSORPTION, NET DELIVERIES & VACANCY

Los Angeles Office

Partners' 888 Douglas Development. The project is one
of the largest office projects underway in L.A. County
and is slated to deliver in the coming months.

Beyond Meat's deal is for 12 years with a starting rent of
$3.70/SF per month on a modified gross basis. Beyond
Meat was also given over one year of free rent. Given
that this project will comprise a best-in-class creative
office campus in El Segundo, the lease terms were more
generous than would have likely been offered to Beyond
Meat pre-pandemic.

Also in El Segundo, this March consumer electronics firm
Belkin International leased 65,000 SF at 555 S Aviation,
one of the more recent industrial conversions to come
online in the submarket. Belkin takes occupancy in the
second half of this year and will be moving from its
current offices at The Campus at Playa Vista. Belkin will
be downsizing from 134,000 SF. At the time of signing,
Belkin CEO Steve Maloney alluded to the firm shifting to
a more flexible work culture.

Contemplating what comes next, it's likely leasing activity
will remain soft for the near term and market vacancy to
continue its ascent. Firms from a wide range of industries
will likely hold back on leasing decisions given the
uncertain trajectory of the pandemic and the economy.
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Leasing

Los Angeles Office

VACANCY RATE
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Rent

Los Angeles Office

Average office asking rates in Los Angeles stand at Brentwood, the Olympic Corridor, and Santa Monica, are
$41.00/SF. Rents in the metro declined in 20Q2 for the seeing rents decline at an accelerated rate. Contributing
first time in nine years, after rents withessed a factors leading to relative underperformance are likely
cumulative gain of 50%. During the past 12 months, the that these locations have some of the more expensive
market has seen rents decrease by -2.7%. office space in the metro and have seen sublease space

rise considerably since the onset of the pandemic.
Several submarkets on the Westside, including

MARKET RENT GROWTH (YOY)
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Rent

Los Angeles Office

MARKET RENT PER SQUARE FEET
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4 & 5 STAR EXPENSES PER SF (ANNUAL)

Market / Cluster Utilities Cleaning Insurance Taxes Other Total
Los Angeles $0.81 $1.61 $1.12 $4.85 $7.62 $16.01
Antelope Valley $0.60 $1.26 $0.86 $4.14 $5.34 $12.20
Burbank/Glendale/Pasadena $1.07 $1.63 $1.09 $4.59 $5.79 $14.17
Downtown Los Angeles $1.02 $1.93 $0.72 $4.32 $12.26 $20.25
Mid-Cities $0.69 $1.05 $0.56 $3.07 $6.38 $11.75
Mid-Wilshire $0.66 $1.73 $1.01 $4.30 $8.38 $16.08
San Fernando Valley $0.76 $1.44 $1.02 $4.11 $6 $13.33
San Gabriel Valley $0.85 $1.71 $0.98 $3.80 $5.16 $12.50
Santa Clarita Valley $0.79 $1.35 $0.79 $4.09 $4.35 $11.37
South Bay $0.65 $1.36 $0.94 $5.16 $6.52 $14.63
Southeast Los Angeles $0.75 $1.85 $0.99 $3.42 $6.03 $13.04
West Los Angeles $0.78 $1.68 $1.60 $5.95 $8.35 $18.36

Expenses are estimated using NCREIF, Trepp, IREM, and CoStar data using the narrowest possible geographical definition from Zip Code to region.

4/5/2021
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Rent

Los Angeles Office

3 STAR EXPENSES PER SF (ANNUAL)

Market / Cluster Utilities Cleaning Insurance Taxes Other Total
Los Angeles $0.68 $1.32 $0.59 $4.06 $4.19 $10.84
Antelope Valley $0.54 $0.92 $0.67 $2.96 $2.94 $8.03
Burbank/Glendale/Pasadena $0.74 $1.44 $0.55 $3.55 $4.34 $10.62
Downtown Los Angeles $0.94 $1.79 $0.59 $2.68 $8.12 $14.12
Mid-Cities $0.55 $0.81 $0.42 $3.36 $3.01 $8.15
Mid-Wilshire $0.62 $1.59 $0.67 $4.17 $4.61 $11.66
NE LA County Outlying $0.68 $1.33 $0.65 $1.43 $4.52 $8.61
NW LA County Outlying $0.57 $0.98 $0.74 $1.50 $3.11 $6.90
San Fernando Valley $0.64 $1.08 $0.76 $3.64 $3.61 $9.73
San Gabriel Valley $0.77 $1.62 $0.56 $3.73 $2.65 $9.33
Santa Clarita Valley $0.62 $0.80 $0.50 $4.16 $2.27 $8.35
South Bay $0.59 $1.22 $0.37 $4.09 $4.32 $10.59
Southeast Los Angeles $0.66 $1.53 $0.43 $3.29 $3.50 $9.41
West Los Angeles $0.70 $1.30 $0.70 $5.69 $5.35 $13.74

Expenses are estimated using NCREIF, Trepp, IREM, and CoStar data using the narrowest possible geographical definition from Zip Code to region.

1 & 2 STAR EXPENSES PER SF (ANNUAL)

Market / Cluster Utilities Cleaning Insurance Taxes Other Total
Los Angeles $0.61 $1.02 $0.41 $3.72 $2.33 $8.09
Antelope Valley $0.54 $0.75 $0.18 $2.51 $2.53 $6.51
Burbank/Glendale/Pasadena $0.70 $1.22 $0.48 $3.53 $2.14 $8.07
Downtown Los Angeles $0.57 $0.79 $0.38 $2.67 $5.73 $10.14
East LA County Outlying $0.69 $1.15 $0.44 $1.58 $2.02 $5.88
Mid-Cities $0.52 $0.72 $0.29 $3.04 $2.90 $7.47
Mid-Wilshire $0.56 $1.23 $0.55 $4.34 $2.70 $9.38
NE LA County Outlying $0.75 $1.28 $0.52 $1.03 $1.84 $5.42
San Fernando Valley $0.56 $0.88 $0.42 $3.50 $1.59 $6.95
San Gabriel Valley $0.72 $1.13 $0.43 $3.48 $1.76 $7.52
Santa Clarita Valley $0.62 $0.73 $0.34 $4.65 $2.19 $8.53
South Bay $0.56 $0.85 $0.19 $3.42 $2.13 $7.15
Southeast Los Angeles $0.60 $0.72 $0.20 $2.67 $2.85 $7.04
West Los Angeles $0.60 $1.14 $0.56 $4.92 $2.74 $9.96

Expenses are estimated using NCREIF, Trepp, IREM, and CoStar data using the narrowest possible geographical definition from Zip Code to region.

4/5/2021
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Construction

There is 7.8 million SF of office space under construction
in Greater Los Angeles, essentially the most underway
since CoStar's dataset began in 1996. Culver City,
Burbank, and West Los Angeles stand out for having
some of the largest projects underway.

Culver City has 1.2 million SF of new office inventory in
progress in multiple projects. Culver Studios is
undergoing extensive renovations by Hackman Capital
Partners and preparing for Amazon Studios' move there
in 2021. In total, Amazon will have almost 600,000 SF of
office and production space in the submarket once
renovations at Culver Studios are completed. Within
Culver Studios, there is also a 200,000-SF office portion
that is anticipated to soon complete and is available for
lease.

Another notable project in Culver City is Lowe
Enterprises' lvy Station development across from the
Culver City Expo Line Stop. The project will include
240,000 SF of office space as well as retail and
apartments, with completion anticipated for the first half
of 2021. Warner Media committed to the entire office
portion in early 2019.

DELIVERIES & DEMOLITIONS

Los Angeles Office

In Burbank, in 2019 Warner Brothers announced it would
be moving into a new $1 billion, Frank Gehry-designed
headquarters on the Burbank Studios lot. Work
commenced in early 2020 on the firm's 800,000-SF two-
tower campus. Overseeing the work is a JV between
L.A.-based Worthe Real Estate Group and San
Francisco-based Stockbridge. Work is expected to wrap
up in 2023. Once completed, Warner Brothers will
purchase the campus.

West Los Angeles had seen little in the way of new office
stock during the past 20 years. However, the lull in
construction changed dramatically with the renovation of
the former Westside Pavilion Mall into creative office
product. In early 2019, Google announced that it would
take almost 600,000 SF in the project. Hackman Capital
Partners commenced construction on the conversion
towards the end of 2019, and completion is anticipated
for 2022. Additionally, the former Macy's department
store at the site is under renovation and, when
completed, will add an additional 230,000 SF of office
space. This portion of project, dubbed West End, is
being redeveloped by GPI Companies and has yet to
secure a tenant. Completion is expected in the coming
months.

Millions SF

i Forecast
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Construction

Los Angeles Office

SUBMARKET CONSTRUCTION
Under Construction Inventory Average Building Size
No.  Submarket Bldgs SF (000) Pre-Leased SF (000) Pre-Leased % Rank All Existing Under Constr Rank
1 | Burbank 16 1,047 800 76.4% 2 23,219 65,409 10
2 | Culver City 10 965 386 40.0% 7 18,701 96,478 9
3 | West Los Angeles 2 813 584 71.8% 3 10,097 406,604 3
4 | Olympic Corridor 2 753 0 0% 10 30,116 376,738 4
5 | El Segundo 2 616 314 51.0% 6 67,740 308,000 5
6 | Hollywood 5 547 359 65.6% 4 25,942 109,442 8
7 Downtown Los Angeles 4 481 135 28.0% 8 150,328 120,300 7
8 | Koreatown 1 468 468 100% 1 39,809 468,000 1
9 Inglewood/South LA 1 451 235 52.1% 5 9,356 450,872 2
10 Marina Del Rey/Venice 2 320 5 1.4% 9 22,669 159,759 6
All Other 25 1,329 826 62.1% 19,901 53,153
Totals 70 7,790 4,111 52.8% 24,450 111,280
et il ietn Copyrighted report licensed to Marcus & Millichap - 667522 ay ) 4/5/2021
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Sales

Office transaction volume in Los Angeles during the past
12 months, $3.4 billion, was well below the market's 10-
year annual average of $7.0 billion. The pandemic has
clearly had an impact on office sales activity. However,
despite slow activity and questions around the future of
the office sector, recent sales show some investors are
still willing to pay top dollar for high-quality office assets
in the metro.

This January, Hackman Capital Partners and Partner
Square Mile Capital Management acquired from Canada-
based H&R Real Estate Investment Trust the Sony
Pictures animation campus at 9050 Washington Blvd.
The sale comprised just over 180,000 SF in three
properties and sold for $160 million ($880/SF). Sony
occupies the entire complex.

H&R bought the buildings from Sony Pictures Studios in
2004 for $60.25 million ($330/SF) in a sale-leaseback
deal that runs through 2024. Hackman has been active
in building its office and studio space footprint in the
metro. Hackman Capital Partners also acquired a stake
in the historic Raleigh Studios in Hollywood in early
2021.

In December, German investment firm Deka Immobilien
acquired from JV partners Rockwood Capital and Lincoln
Property Company 915 Wilshire Blvd. The 390,000-SF,
22-story tower traded for $196 million ($505/SF) and
was 90% leased to 30 tenants at the time of sale. The

weighted average lease term of tenants at the time of
sale was over eight years, and one-third of the property
was leased by General Services Administration tenant
U.S. Army Corp of Engineers for 15 years.

Rockwood and Lincoln Property purchased the property
from Brickman in March 2016 for $128.5 million
($330/SF). The sellers oversaw extensive renovations
during their hold period. The 2020 sale of 915 Wilshire
contrasts with the sale of the U.S. Bank Tower in
September 2020 in that there appears to not have been
any discount to what likely pricing would have been
achieved pre-pandemic. In this case, Deka appears to
have been driven by the strong occupancy profile of the
tower that will allow it to ride out the near-term malaise
in the office sector.

Thinking further ahead, there could be structural changes
to office demand as a result of the pandemic that could
either help or hurt office values. Dense office plans are
out of favor at the moment. This could, over time,
increase demand for office space, seeking to spread out
workers, which could be positive for asset values.
Conversely, the massive work-from-home experiment
underway could lead office users to rethink their office
needs as firms potentially allow more employees to work
remotely. If there is a secular decline in office use, this
would negatively impact office pricing in Los Angeles as
well as the nation.

Los Angeles Office

4/5/2021
Page 14
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Sales

Los Angeles Office

SALES VOLUME & MARKET SALE PRICE PER SF
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Economy

The Los Angeles economy continues to struggle to find
its footing. The metro unemployment rate, after seeing a
sustained improvement for months in the second half of
last year, has increased in recent months, as the latest
shutdown led to another round of layoffs. Unemployment
in L.A. County remains double the national average.

There are signals, however, that suggest the worst of the
impact of the pandemic could be behind us. New
coronavirus cases as well as deaths have seen
sustained declines since last peaking in January.
Lockdown measures are being eased.

Los Angeles' position as the entertainment capital of the
world and the increased demand for video streaming and
social media had been a boon to the L.A. economy
during the past several years. The sector was deeply
impacted, and the number of productions and days of
shooting plummeted. Last year's shooting days were half
the levels seen in 2019. Longer term, the industry will
bounce back and will be a key driver of the recovery in
the metro. The content war never went away; it just went
in hibernation. The entertainment business directly or
indirectly employs one out of five workers in L.A. County.

Tourism is important for the local economy, and with
travel still down, the impact to this sector and its
employees has been considerable. Before the pandemic,
over 500,000 people in the county were employed in the
leisure and hospitality industry. L.A. saw 50 million
visitors in 2019. Air travel remains significantly
depressed. January passenger volumes out of Los
Angeles International Airport (LAX) were down over 75%

from volumes seen the same month a year ago. Stores,
restaurants, and lodging in tourist hotspots like
Downtown L.A., Hollywood, Beverly Hills, and Santa
Monica have been particularly impacted.

Luckily trade, another staple of the economy, is currently
riding high. Long Beach saw its greatest volumes ever
during 2020. The Port of Los Angeles saw its fourth-
highest-volume year in history. However, the surge in
imports has resulted in bottlenecks at both ports. Some
shipping lines have started moving ships to smaller ports
or canceling sailings altogether. Continued bottlenecks,
however, could soon become a headwind for LA's
industrial market if conditions at the ports don't improve.

As more of a structural issue that needs to be addressed
long term, the prohibitive cost of housing in L.A. is a
major impediment to hiring and is often cited as a
motivating factor for companies to relocate to other parts
of the country. The latest data shows L.A.'s population is
in decline and has seen minimal growth in other years
during the past decade. Lower-income households
continue to migrate to cheaper U.S. metros.

Despite near-term issues related to the pandemic, the
metro economy possesses many positive attributes. The
economy is diverse and largely matches the profile of the
national economy. The metro is an attractive location for
immigrants and educated talent throughout the nation.
More people making six-figure paychecks continue to
move to L.A. than are leaving. Education levels, while
below the national average, continue to improve every
year.
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Economy

Los Angeles Office

LOS ANGELES EMPLOYMENT BY INDUSTRY IN THOUSANDS

CURRENT JOBS CURRENT GROWTH 10 YR HISTORICAL 5 YR FORECAST

NAICS Industry Jobs LQ Market us Market us Market us
Manufacturing 322 0.9 -3.55% -3.13% -1.56% 0.60% -0.12% 0.42%
Trade, Transportation and Utilities 820 1.0 -3.24% -2.29% 0.89% 0.86% 0.72% 0.56%
Retail Trade 396 0.9 -4.58% -2.41% 0.10% 0.40% 1.19% 0.69%
Financial Activities 227 0.9 -0.97% -0.90% 0.63% 1.30% 0.32% 0.74%
Government 551 0.9 -6.79% -5.21% -0.19% -0.34% 1.01% 1.00%
Natural Resources, Mining and Construction 153 0.6 -1.71% -2.74% 3.74% 2.64% 0.86% 1.06%
Education and Health Services 841 12 -2.28% -2.96% 2.21% 1.61% 2.10% 1.76%
Professional and Business Services 611 1.0 -5.78% -3.42% 1.47% 1.87% 1.36% 1.56%
Information 204 25 -9.29% -4.89% 0.37% 0.22% 3.15% 1.92%
Leisure and Hospitality 432 1.0 -19.37% | -14.96% 1.00% 0.45% 5.54% 4.13%
Other Services 136 0.8 -13.64% -5.56% -0.27% 0.35% 3.07% 1.34%
Total Employment 4,297 1.0 -6.27% -4.55% 0.87% 0.95% 1.76% 1.41%

Source: Oxford Economics
LQ = Location Quotient

YEAR OVER YEAR JOB GROWTH
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Economy

Los Angeles Office

UNEMPLOYMENT RATE (%)
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Economy

Los Angeles Office

MEDIAN HOUSEHOLD INCOME
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Economy

Los Angeles Office

NET POPULATION CHANGE (YOY)

DEMOGRAPHIC TRENDS

Current Level 12 Month Change 10 Year Change 5 Year Forecast
Demographic Category Metro us Metro us Metro us Metro us
Population 10,030,576 = 330,855,813 -0.1% 0.5% 0.2% 0.6% 0.1% 0.5%
Households 3,314,335 123,654,031 -0.1% 0.4% 0.3% 0.7% 0% 0.5%
Median Household Income $77,956 $69,269 4.6% 3.7% 4.0% 3.3% 2.4% 2.2%
Labor Force 5,013,134 160,976,547 -1.6% -1.7% 0.2% 0.5% 0.4% 0.8%
Unemployment 11.8% 6.7% 5.9% 2.4% 0% -0.2% - -

Source: Oxford Economics

POPULATION GROWTH LABOR FORCE GROWTH INCOME GROWTH

Source: Oxford Economics
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