CONHECTING RERL ESTATE IN THE WEST
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Commerciar 2013 Real Estate UPDATE
By Kenneth S. Fields, partner, Greenberg Glusker Fields Claman & Machtinger LLP

remain caufiously eptimistic about California’s real estate market in 2013,

Qur office has experienced a significant increase in purchase, sale, financ-
ing, leasing and other activity during the past six to eight months, and my
peers indicate similar activity in their practices. | anticipate this trend will
continue into 2013, albeit al a slower pace during the first half of the year

While the election is over, political uncertainty remains strong. Specific fac-
tors include the impending fiscal cliff, the ongoing Euro-debt erisis, budget
deficits at the federal, state and local government levels, and a deadlocked
Congress. 1 anticipate these problems will pervade during the first half of
2013. However, due to the clection results, there is certainty of further imple-
mentation of Dodd Frank and the Affordable Care Act, which will add some
stability to the capital and healthcare markets.

Notwithstanding these challenges, I believe the West Coast markets
should continue to experience growth during the first half of the year, with
the greatest activity levels likely to continue in Northern California and
Orange County. Los Angeles County’s industrial and office markets experienced increased vacancy
rates during the third quarter, but rents increased slightly during that same period. In contrast, Los
Angeles’ retail market experienced both increased vacancy and decreased rents, so this remains
very much a tenant’s markel. Hotel transaction volume is likely to continue upward, and multi-
family and student housing fundamentals should remain strong. We should also continue to see
an increase in the single-family housing market, both in activity and pricing. My impression is
that demand for quality homes in high-value areas is already beginning to outstrip inventory. This
should bode well for the economy in general.

. Uifice activity will remain strongest in urban areas, with the greatest demand for Class A buildings,
particularly those with green elements. Class B and below office buildings, espedially those located
in suburban areas, will continue to see tenant-controlled transactions.

Lenders and private equity funds are freeing up capilal, and developers are increasingly looking
to EB-5 money as an available resource. CMBS has retumned in force, making non-recourse money
far more prevalent as of late. However, lenders and capital partners are being more selective about
the geographic markets and asset ypes they will fund. They also expect their borrowers  partners to
have more skin in the game. LIBOR and treasuries remain at historic lows. Life insurance companies
and banks remain active and competitive. Investors will continue to chase yield, which will drive up
prices for stabilized assets in core markets.

Job growth should continue into 2013, albeit somewhat anemically. That growth should help
increase absorption levels in industrial, office and retail markets. It should also assist in the OTg0ing
recovery of the single-family home market.

Healthcare and technology should continue as bright spots, with the most significant growth
focused in matired urban areas.
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