Los Angeles

L os AnGeles

leading Southem California in new multifamily
D ESPITEcmm n over the last several years, and even with

an average renter income that is among the lowest in the
region. Los Angeles County has the highest average rent among the Southem California
metro areas. The County economy has grown steadily throughout 2019, and the county
unem nt rate has remained in record-low territory. Total nonfarm jobs grew 1.3% in
August from the same period last year, for a gain of 60.000. As California’s nonfarm jobs
have increased 1.8% over the period, the County is lagging the State as a whole. Sall. other
measures reflect progress in the County economy. notably a healthy 131% year-to-date
increase in taxable sales in the first half of this year and a modest 2.9% year-tw-year gain in
average wages as of the first quarter.

About one-third of the gains in nonfarm jobs were in Healthcare, followed by Construction
and Leisure and Hospitality, Construction (6.5%), Natural Resources/ Mining (5.3%), and
Administrative Support (3.2%) had the largest percentage increases. Retail Trade and a few
other industrics lost jobs over the same period. but total losses amounted to just 0.2% of all
employment.

There were 357 million housing units in Los Angeles County in 2019, according to the
California Department of Finance. Of these. 154 million were muktifamily. Los Angeles
County is the only Southern California region with more renters than homeowners. Data
from the American Community Survey for 2018 indicate that renters accounted for 54.7% of
all houscholds in the County!

Average apartment rent was $2,230 per month, up from $2,180 in 2018, Los Angeles County
registered the highest county-level average rent in Southem California in 2019, continuing a
trend going back at least to the start of the decade. The average rent increased 2.3% year over
year. Rent increases have trended down over the last few years, with this year's just ane third
as large as that in 2015.

The County includes three of the five most expensive rental submarkets in Southern California,
led by Coastal Commumities-Beverly Hills ar (83,060). Downtown ($2,560) and the West
San Gabriel Valley ($2,380) followed. The Inglewood-Gardena-Hawthorne submarket had
the lowest rent at $1.620 per month, followed by Central Los Angeles at $1.640.
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The Inglewood-Gardena-Hawthome submarket has had the highest rental growth in recent
quarters. Some uf its rent increases can be traced to the spillover etfect from expensive
submarkets west of Inglewood The recently named SoFi Stadium, scheduled to open next
summer, along with proximity to Los Angeles International Airport will make this warket
that much more desirable. With a prime location and relative atfordability (compared with
western neighbors such as Westchester and El Segundo). Inglewood-Gardena-Hawthorne
will be a market to watch in the coming years.

The County vacancy rate remained below 4% for the ffth year in a row at 35%. The rate edged
down from 37% in 2018, as did vacancy rates in most submarkets. Inglewood-Gardena
Hawthome had the lowest vacancy rate at 2.1%, followed by Central Los Angeles at 2.3%

Stubbornly low vacancy rates over many years reflect the chronic shortfall of new housing
stock. Because construction activity has been small in recent decades, the County’s housing
stock is the oldest among the Southern California metro arcas, with 56,19 built before 1970
and just 8.2% built after 2000,

Multifamily construction in Los Angeles County increased steadily from 2009 to 2015, when
it achieved a peak of 18.638 units. Permitting has been reasonably active sinee then. with
16,633 permits in 2018, up L1% from the previous year. Permitting slipped in the first half of
this year, however, down from 10,875 permits in the first half uf 2018 tu 7,334, for a decline
of 33%.

At $47430, Los Angeles County had the second-lowest houschold income among muléifumily
renters in Southern California in 2017. Over half (532.7%) of renting (multifamily) househelds
were rent-burdened. meaning they spent 30% or more of their income on rent

Over the next year, nonfarm job growth in Los Angeles County will remain steady, increasing
from 1L0% to 14% year aver year. The County will add to its job base and income growth
Moreover, despite a marginal decline in population, the County's housing shortfall will take
years to remedy. The decline in mortgage rates over the past year has increased atfordability in
the owner-occupied market. However, home prices are still high rebative to tncomes, limiting
the pool of prospective buyers

Taken together. the combination of rising employment and little construction ensure that
low vacancies and rising rents will prevail in the Los Angeles County multifamily market
The vacancy rate will be virtually unchanged. edging up from 3.5% to 36%. With vacancy
below 4%, the average rent is expected to increase 319 from $2.230 in 2019 1o $2,300 n
2020. with an increase of 3.0% expected in 2021 Rent increases will be softer in high-end
submarkets

" Uhe mets bl Bigures cited froea the 2008 Aserican Comuunity Survey wew obiaisa] ety o the G ireaus
website. The 2007 American Communiry Sarvey figuires weiv dertved frven the Ametioan Cimasity Sutvey bl e Micio
Sample (PLUMS) and wete the hasis for howsshob] am bowsing stk e st the subaarbe bovel
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