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The High Desert Real Estate Market
Transitions Firmly Into Expansion
JASON LAMOREAUX | President, Coldwell Banker Commercial

Jason Lamoreaux
President / Broker

Commercial real estate along with the residential
real estate market posted modest gains overall
in the first half of 2015. Confidence in the real
estate market and the local economy improved
as the region emerged from a recovery market to
an expansion market in late 2014. Discussions of
a market reversion or correction are far and few
between, with a common sentiment of stability in all
asset classes.
INDUSTRIAL OVERVIEW

MARKET SNAPSHOT
Vacancy
Industrial: 6.5%
Off ice: 6.6%
Retail: 10%

Lease Rates PSF/PY
Industrial: $3.92
Off ice: $15.32
Retail: $12.44

Existing Space
Industrial: 17,854,000
Off ice: 5,462,712
Retail: 17,245,000

The Industrial sector with 17,854,124 square feet
of space outperformed all commercial real estate
segments in the first six months of 2015 with
positive absorption of 104,286 square feet. Vacancy
rates declined 60 basis points, from 7.1% ending
2014 to 6.5% ending Q2 of 2015. Lease rates
increased 3.2% from $3.40 PSF (annually) ending
Q4 of 2014 to $3.51 PSF, ending Q2 2015.
Demand for small format space, under 50,000
square feet, is in high demand with minimal
inventory available. While the total vacant space
in the High Desert is 1,155,372 square feet, four
buildings alone account for 706,120 square feet
of vacant space. When adjusted, available space
for small format buildings is reduced to 449,252
square feet, representing a 2.5% vacancy rate.
As a result, lease rates continue to increase
steadily along with the price per square foot,
which are increasing substantially. Speculative new
construction will be feasible in late 2015, continuing
momentum into 2016.
Construction of new product has been limited in
recent years, however, the Town of Apple Valley
recently announced the possible development of a
1.3 million square foot distribution center on 106
acres in North Apple Valley for nationally retailer Big
Lots, estimated to create 400-500 long term jobs.
MULTI-FAMILY OVERVIEW

The Multi-family sector continued to remain strong
in the first half of 2015 as rents increased 3% yearover-year, and vacancy rates fell below 4%. Buyers
continued to outweigh sellers, applying additional
pressure on CAP rates, which decreased in the first
half of 2015, averaging 5.25%. An exception to
the average has been two-to-four unit properties
that qualify for FHA, owner occupied financing.
An owner occupied buyer, who may be seeking
to offset occupancy cost, has different objectives
than an investor, who is motived by ROI (return on
investment). This has resulted in four unit or less
properties trading for lower CAP rates and higher per
door cost than properties with five or more units.
New construction of apartments has been nominal
and will remain limited until rental rates increase
to support the cost of new construction. While the
cost per door of apartments has increased steadily
since 2012, existing inventory is selling below
replacement cost. Values will continue to increase
as rents escalate and vacancies decline, thus
bridging the gap between existing inventory and new
construction.
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Cover Article cont.
RETAIL OVERVIEW
After following positive absorption of 387,722 square feet in 2014,
the retail sector experienced negative absorption of 69,229 square
feet in the first half of 2015, increasing the vacancy rate by 40 basis
points from 9.6% ending 2014 to 10.0% ending Q2 of 2015. While
the vacancy rate increased during the first half of 2015, positive
absorption in the second half of 2015 is anticipated with over
85,000 square feet of new development either under construction or
in the permitting process.
Lease rates for retail space increased 1.8% in the first six months
of 2015, from $12.22 PSF (annually) ending 2014 to $12.44 PSF.
While the vacancy rate is 10.0% regionally, vacancy rates in and
around anchored power centers and regional retail centers remains
low, ranging between 1.8% and 2.3%.
Retail will continue to expand in the second half of 2015, and into
2016 as demand strengthens and national retailers expand into the
High Desert. New deliveries will be centered in or near existing power
centers for the remainder of 2015.
OFFICE OVERVIEW
The office sector with 5,462,712 square feet has remained fairly
stable over the past three years with nominal change in vacancy

2016

and lease rates. With net negative absorption of 18,162 square feet,
vacancy rates increased slightly from 6.3% ending 2014 to 6.6% ending
Q2 of 2015. Lease rates decreased slightly from $15.40 PSF ending
2014 to $15.32 ending Q2 2014.
New construction has been limited to build-to-suit or owner occupied
buildings. Current lease rates for existing inventory do not warrant
delivery of speculative product unless the features of the property are
specific in use, or exceptional in location.

BUSINESS BRIEFS
• Steven Thompson represented both parties in securing a 3 year lease with ASAP
Insurance located on Palmdale Road in Victorville.
• Jason Lamoreaux negotiated the sale and transfer of 62 acre feet of adjudicated water
rights in the Baja subarea.
• Coldwell Banker Commercial represented both sides of a 10 acre land deal in Phelan for
$45,000. The property is zoned rural living.
• Bob Basen represented the seller of a 4 unit apartment complex on Thunderbird Road in
Apple Valley for $275,000. Steven Thompson represented the buyer.

CAPITAL MARKETS OVERVIEW
Capitalization (CAP) rates remained low at 5.5% ending Q2 of 2015.
Strong demand continued into 2015, however, sales volume declined
9.7% over 2014, primarily related to a lack of inventory. An excess
of capital in the marketplace coupled with low inventory provides an
advantage for sellers, who are also challenged to find replacement
properties. Demand will remain strong through the second half of 2015
for investment properties.
Overall, the market continues to improve at a steady pace, with no
indications of hyper-supply, over valuation or inflation. With tighter
lending restrictions as a result of the Dodd-Frank Act, which has
restricted the flow of capital into new development, the expansion cycle
may be more gradual, and prolonged. The real estate market in the High
Desert has transitioned to expansion, and growth will continue through
the remainder of 2015, and well into 2016.

• Coldwell Banker Commercial represented both sides of a land transaction in Hesperia
consisting of 2.7 acres of industrial zoned land located on Hercules Street for $99,000.
• Representing the tenant Steven Thompson negotiated a lease on a 1,417 SF space for
Eagle Appliance located on 17525 Alder St in Hesperia.
• Nick Di Cosola represented the owner in securing a lease agreement for a 17,720 SF
property on 3.11 acres at 22092 Highway 18 in Apple Valley.
• Representing the seller, Coldwell Banker Commercial sold a ±5 acre parcel just off of
Highway 395 in Kramer Junction.
• Nick Di Cosola represented the landlord in securing a five year lease for a ±1,700 SF
space located at 14875 Main Street, in Hesperia.
• Bob Basen participated in the successful transaction of six vacant land parcels located
in Adelanto.
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• Coldwell Banker Commercial negotiated the sale of 35 acres on Poplar and Highway 395
in Hesperia for $3.45 million.
• Ronald Barbieri facilitated a 7 year lease in San Bernardino representing the tenant
PoolCorp for an ±184,646 SF warehouse and distribution building located at 1410 E
Central Avenue.
• Steven Thompson represented both the lessor and the lessee in securing an 8-year lease
for a pharmacy at Hope Medical Center on Hesperia Road in Victorville.
• Jason Lamoreaux represented the seller of a 3.67 acre commercial lot in Barstow
located at 2320 E Main Street.
• Steven Thompson facilitated the sale of 10 acres of land in Newberry Springs.

complex for $425,000 located on 11798-11800 White Avenue in Adelanto.
• Steven Thompson represented both the landlord and the tenant in securing a 2 year
lease for Mojave Aluminum located on 720 E Main Street in Barstow.
• Nick Di Cosola negotiated the lease of a 1,268 SF retail space at 15550 Main Street in
Hesperia.
• Steven Thompson negotiated a lease with Titan Computers for a 2,200 SF space located
at 15290 Bear Valley Road in Victorville.
• Bob Basen represented the seller of a 10 acre commercial property in Victorville located
at 16149 Yates Road.
• Representing both the landlord and tenant, Steven Thompson facilitated a 3 year lease
for the 1,270 SF Office space for Rolling Start located on 15550 Main Street in Hesperia.
• Steven Thompson facilitated a lease for a ±5,200 SF retail space located at 15208 Bear
Valley Road in Victorville.
• Bob Basen represented the seller of a 4 unit apartment complex located at 14025
Smoketree Street in Hesperia.
• Representing the seller, Jason Lamoreaux sold a former dairy on ±10.7 acres located at
14686 Bryman Road in Helendale.
• Steven Thompson facilitated a 5 year lease for a 1,587 SF office space located at 4050
Phelan Road in Phelan.
• A 0.24 acre commercial lot on Kamana in Apple Valley was sold for $85,000; both the
buyer and seller were represented by Coldwell Banker Commercial.
• Steven Thompson facilitated a lease for an office space in the Corwin Medical Center in
Apple Valley for Dr. Bambhania M.D.
• Bob Basen coordinated the sale of a Multi-family property portfolio consisting of 18 units
in Adelanto and Victorville.
• A 2 year lease was negotiated by Steven Thompson for a multi-tenant office space for
High Desert Signings LLC located on Barstow Road.
• Coldwell Banker Commercial represented the City of Victorville and the buyer in
negotiating the sale of 2.27 acres of low density residential land on Amber Point in
Victorville for $75,000.

• Representing both the buyer and seller, Bob Basen sold a bank-owned 20 unit apartment

HIGH DESERT DEMOGRAPHICS
REGIONAL POPULATION: 442,497 		

AVERAGE HOUSEHOLD INCOME: $58,846

TRADE POTENTIAL: $5,341,083,001

HOME OWNERSHIP: 66.2%

HOUSEHOLDS: 135,283			 MEDIAN AGE: 32.5
R EAL ESTATE SOLU T IONS
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MULTI-FAMILY
Central Inland Empire vs. High Desert Price Per Unit

2012
2015

Multi-Family Market Watch
Coldwell Banker Commercial Victor ville, California

Opportunities in Residential Income Investments Remain Strong
Bob Basen

Bob Basen

Vice President

Jerrad Schendel

Central Inland Empire vs. High Desert Price Per SF

Multi-Family Specialist

Vacancy
Vacancy rates trended
downward through 2015.

Absorption
With minimal new
deliveries absorption
was slightly positive.

Price Per SF

R EAL ESTATE SOLU T IONS

Price/SF is down 22%
from the beginning of
the year.

Coldwell Banker Commercial

The first two quarters of 2015 demonstrated
continued growth in the multi-family sector with
price per unit and price per square foot increasing
in both first and second quarter. Interestingly,
prices rose in each quarter in the first two months,
followed with flat or slightly negative growth in
the third month, indicating a conservative growth
market.
The approximately 3% increase in rents and
declining vacancies that is a trend we have been
experiencing in both the Victor Valley and the
Central Inland Empire since the middle of last
year was not enough to sustain the continued
increasing prices that have been on a steady rise
since 2010.

per unit. At the end of the second quarter, there
were units with “pending” sales in the Desert
Knolls area of Apple Valley with prices over
$100,000 per unit.
Opportunities, Yes, depending on your strategy,
whether it is Value Add investments or a secure
place to invest your money that has a yield
higher than insured deposits, the Victor Valley
continues to have and will continue to have
proven opportunities for a savvy investor.

Are there still opportunities in the residential
income market? Yes there are. This year, on
one side of the spectrum a 20 unit “value
add” property was purchased in Adelanto for
approximately $20,000 per unit. This was a
property that required upgrades in both the
building and management to create additional
value.
On the other side of the spectrum you have a very
well managed and maintained 4 unit apartment in
Hesperia “turnkey” that sold for almost $90,000
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Victorville, CA 92392

❘
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INDUSTRIAL

2015

High Desert Industrial Net Absorption, Construction, Deliveries and Vacancy by Year 2006 - Q2-2015

Industrial Inventory by City in the High Desert

Coldwell Banker Commercial Victor ville, California

A 1,300,000 SF Distribution Center Slated For North
Apple Valley
Dr. Ronald J. Barbieri, Ph.D., CPA

as of 2nd Q 2015

Ron Barbieri

Senior Vice President

Asking Industrial Annual Rents PSF, and Vacancy Rates by Year and High Desert Sub-Market 2012 - Q2 2015

Vacancy

Absorption

Vacancy rates declined
0.6% to end Q2 2015
at 6.5%.

Net absorption for the
first half for 2015 was
104,000 SF, up from
last year.

Lease Rates
Leasing rates (rents) were
up 12% from 2014.

R EAL ESTATE SOLU T IONS

Industrial Market Watch

Coldwell Banker Commercial

As of the 2nd Quarter 2015 there was 17,854,000 SF
of industrial space in the five cities of the High Desert.
Almost 40% of the stock was in the City of Victorville;
20% was in the City of Hesperia; Adelanto accounted for
18%; and the Town of Apple Valley, with the 1,250,000
SF Wal-Mart Distribution Center represents over 14% of
the total. The City of Barstow housed the remaining 7%.
CBC also classifies industrial buildings in the High Desert
by size. Approximately 2.3 million SF were in buildings
under 10,000 SF. Another 3.9 million SF were in buildings
ranging in floor area from 10,000 SF to less than
25,000 SF. Buildings between 25,000 SF and 50,000 SF
accounted for 2.0 million SF, while buildings of 50,000
SF or more housed 9.6 million SF of industrial space.
Approximately 87% of the 3.9 million SF of industrial
space added to the High Desert since 2006 consisted of
buildings greater than 50,000 SF; and almost all of it was
in buildings larger than 100,000 SF. The last industrial
building constructed in the High Desert was completed
in the 2nd Quarter 2013. It was the 75,000 Square Foot
addition to the Fresenius distribution facility in the North
Apple Valley Industrial Park.
The Annual Net Absorption in the High Desert in both
2010 and 2011 was just shy of 1.0 million SF, while the
Gross Absorption in each year was approximately 3.0
million SF. The Net Absorption declined to 386,000 SF
in 2012, while the Gross Absorption was 1.2 million SF.
From 2013 through the first half of 2015 the cumulative
Net Absorption was only slightly negative, because of
the 104,000 SF increase in demand during the first
half of 2015. The City of Hesperia absorbed 94,000 SF
in the first six months of this year, led by the 102,000
SF leased to Plastipak Packaging in the 488,000 SF
warehouse vacated by Rubbermaid when they moved
into the addition to their facility at SCLA. The low level of
absorption had been attributed to the lack of vacant big
box industrial space in the High Desert. During the last
few years developers have been reluctant to build large
warehousing and distribution facilities in the High Desert
unless they were preleased. Unfortunately, large corporate
tenants are more inclined to lease space in newly

❘ 15500 W Sand St. ❘

Victorville, CA 92392

❘

760-684-8000

completed facilities or buildings under construction of
which there were many available in the Los Angeles Basin
portion of the Inland Empire.
Nevertheless, The Town of Apple Valley recently announced
that Watson Land Company was finalizing a lease with an
undisclosed tenant for a 1.3 million SF facility just south
of the Walmart Distribution Center in the Town’s 5,500acre Industrial Park. An estimated 10% of the industrial
tenants that lease space in the Inland Empire are
candidates for the High Desert, because they distribute a
substantial portion of their products to the north and east
of Barstow.
The overall vacancy rate for the High Desert is 6.5%,
which represents 1,155,000 SF of vacant space. However,
386,000 SF of the space available for lease is in the
488,000 SF Warehouse and Distribution facility in the City
of Hesperia that was formerly occupied by Rubbermaid;
and 130,000 SF is in two partially occupied buildings
in Barstow with a total floor area of 356,000 SF. If the
vacancy in the three buildings is excluded the Vacancy
Rate for Hesperia would be 3.0% and for Barstow it would
be 4.4%. The adjusted Vacancy Rate for the High Desert
would only be 3.6%.
The vacancy is fairly evenly distributed across the four
building size categories, ranging from a low of 5.0%
for buildings having a floor area between 25,000 and
50,000 SF to a High of 7.0% for buildings greater than
50,000 SF.
Even though the vacancy levels are relatively low, the
rent for industrial space is still substantially below the
level required to justify new development. This reflects
the low level of Gross and Net Absorption of industrial
space in the High Desert. Landlords are reluctant to raise
rents, because if they lost a tenant by doing so it would
be difficult to release the vacated space. The prevailing
attitude amongst building owners is to retain their existing
tenants until the economy in the High Desert is in a
sustained and significant expansion mode.

❘ www.cbcdesert.com ❘ CalBRE #01857050
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2015

High Desert Retail Net Absorption, Construction, Deliveries and Vacancy by Year 2006 - Q2-2015

Retail Inventory by City in the High Desert

Coldwell Banker Commercial Victor ville, California

The High Desert’s Effective Vacancy Rate Is Substantially Less
Than Reported
Dr. Ronald J. Barbieri, Ph.D., CPA

as of 2nd Q 2015

Nick Di Cosola

Senior Vice President

Asking Annual Retail Rents PSF, Vacancy Rates by Year and High Desert Sub-Market 2012 - Q2 2015

Steven Thompson
Sales Associate

Vacancy

Absorption

Lease Rates

R EAL ESTATE SOLU T IONS

Retail Market Watch

Vacancy Rate increased
40 basis points to 10%
from December 2014.

Net Absorption was a
negative 69,000 SF for the
first 6 months of 2015.

Lease Rates (Rents) were
unchanged for 2015.

Coldwell Banker Commercial

The five cities in the High Desert and their adjacent rural
communities ended 2nd Quarter 2015 with 17,245,000 SF of
retail floor area. No additional retail space was delivered in 2015,
although at the end of the 2nd Quarter 45,481 SF of space was
under construction adjacent to Super Walmart in Victorville that
will be occupied by Michael’s, Dollar Tree and Staples; and an
additional 25,000 SF will be completed in the Super Walmart
center in Hesperia. The tenants committed to that space include,
Petco, Pieology, Metro PC and The Habit Burger Grill. A majority of
the retail space delivered over the last three years was associated
with the development of three Super Walmart anchored power
centers.
Victorville is home to 42% of the retail space in the High Desert.
Hesperia, Barstow and the Town of Apple Valley each account for
16% to 18% of the retail inventory, while Adelanto and the rural
areas contain the remaining 5%. Neighborhood Centers represent
23% of the retail inventory. Strip centers account of 10%, Power
and Community Centers and Regional Mall contain 34% while
General Retail Buildings not in shopping center constitute 33% of
the stock of retail space in the High Desert. During the last several
years most of the development in the High Desert was in Power
Centers.
For the 3 years ending in 2014 the annual Net Absorption of Retail
Space averaged 327,000 SF, with the Walmart anchored Power
Centers accounting for most of that increase in demand. During
the first half of 2015, the High Desert experienced a decrease
in occupancy of 69,000 SF. All five cities experienced a slight to
moderate decrease in demand. No Super Walmart stores were
delivered in the last year and none are slated to be built in the
next couple of years.
Over the last few years, Hispanic Grocery and General
Merchandise Stores such as 99 Cents Only Stores, Dollar Tree,
Dollar General and Family Dollar have expanded their footprint in
the High Desert, occupying second generation space vacated by
Ralph’s, Albertson’s, Von’s and other higher end retailers. While
some of this is still occurring, such as the recent lease to 99
Cents Only Stores of 20,000 SF in the former Ralph’s space on
Highway 18 in The Town of Apple Valley, such transactions are not
nearly as frequent. This is probably due to the lack of well-located
vacant medium size boxes in the High Desert; as well as the fact
that most cost conscious retailers that want to locate in the High
Desert have already leased space. The combination of both of
these factors may suppress the absorption of retail space over

❘ 15500 W Sand St. ❘

Victorville, CA 92392

❘

760-684-8000

the next couple of years if the rate of employment and population
growth does not accelerate.
The Vacancy Rate for the Entire High Desert is 10.0%, which is
4 to 5 percentage points higher than a market in equilibrium.
However, most of the vacancy is in a few buildings that are not
suitable for immediate occupancy or are in neighborhoods that
are not experiencing any increase in retail activity. For example:
The Old Mercantile Outlet Mall off of Lenwood Road in Barstow
has 250,000 SF of space available for lease. The buildings have
a high degree of physical and functional obsolescence positioned
in a site plan that does not conform to current shopping center
design concepts. The size and layout of the existing buildings
would make it extremely difficult to attract anchor tenants. The
space is available; but it is not competitive retail space; yet it adds
8.8% to the city’s vacancy rate. There is approximately 70,000 SF
of vacant space along Main Street between L Street and just east
of Muriel Drive that is also not competitive with other space in the
City of Barstow. The empty retail stores on Main Street adds 2.5%
to the city’s vacancy rate. If both sources of vacancy are excluded
the vacancy rate for the city would only be 6.2%, most of which is
in a few large boxes.
A similar situation exists in the Town of Apple Valley, which has a
vacancy rate of 12.2%. With limited demand for pre-existing big
box buildings, the former Lowe’s building contributes 139,000 SF
or 4.5% to the Town’s vacancy. The 70,000 SF of vacant space
in the old neighborhood center on the SWC of Highway 18 and
Navajo Road is both physically obsolete and not well located
relative to the newer centers. There would have to be substantially
more population growth north and east of that center before it
can be renovated and tenanted. It represents an additional 2.2%
of vacancy. There is also 46,000 SF of space available in two
buildings on the SWC of Bear Valley Road and Central Avenue.
This center was constructed during the peak of the last cycle.
There would have to be a major increase in the population south
and east of this center for it to attract retail tenants. It contributes
1.5% to the vacancy rate. If all three projects were excluded the
Town would have an effective vacancy rate of 4.0%, which is
relatively tight and the reason retail rents have stabilized and even
increased in the primary centers.
Overall, the retail sector in the High Desert remains stable with a
slight, but steady increase in lease rates and a continued decline
in vacancy rates as retailers expand in the High Desert. Expansion
will continue in and around the existing regional and power centers
through the end of 2015 and well into 2016.

❘ www.cbcdesert.com ❘ CalBRE #01857050
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Cap Rate

2015

Capital Markets
Coldwell Banker Commercial Victor ville, California

CAP Rates Remain Low as Demand Remains Strong
Jason Lamoreaux

Jason Lamoreaux
President / Broker

Sales Volume

Demand

Inventory

Cap Rate

Demand outweighs
supply in first half of
2015. Increase in foreign
demand.

Inventory decreases
as buyers continue
to outweigh available
inventory.

CAP rates remained at
5.5% in first half
of 2015.

Strong Demand for Net Leased Investments along
with stable investment properties continued in the
first half of 2015 with capitalization (CAP) rates
remaining at 5.5%. Sales volume for Q1 and Q2
of 2015 was $45.8 million, a 9.7% decline over
the same time period in 2014. The decline in sales
volume was not attributed to declining values or
demand, but rather a lack of available inventory.
Excess capital in the marketplace coupled with
the challenge of securing replacement properties
for sellers has added pressure on an already tight
supply of investment properties.
The retail sector, with transaction volume of $15.2
million in Q1 of 2015, and $20.1 million in Q2,
account for 75.4% of all transactions in the High
Desert. CAP rates remained at 5.5% from 2014,
with several transactions in the first half of 2015
under five percent. Notable Net Leased Investments
transactions in Q1 and Q2 of 2015 included a Taco
Bell in Hesperia that sold for $1.55 million, 4.6%
CAP rate, a Jack-in-the-Box in Victorville that sold
for $2.28 million, 4.8% CAP rate, a Wienerschnitzel
in Phelan that sold for $999k, 5.5% CAP rate, and
a regional distribution building for Frito Lay which
sold for $1.05 million, a 7.0% CAP rate.

11.7% of total sales volume in the High Desert.
CAP rates for sold properties in the first half of
2015 averaged 6.5%. All properties traded in Q1
and Q2 of 2015 were acquired by private investors.
Foreign investment, primarily from Asia, continues
to increase as foreign investors seek security
in real estate located in the United States. CAP
rates in the High Desert remain 50 to 75 basis
points above metro markets in close proximity,
providing investors higher returns than neighboring
communities. Demand will continue through the
remainder of 2015 with investors closely watching
interest rates with the anticipation of a rate hike by
the Federal Reserve, expected in late 2015 or early
2016.

Sales Volume by Buyer Type

The industrial sector, which represented 12.9% of
sales volume, experienced $2.25 million in sales
for Q1 of 2015, and $3.78 million in Q2, for a total
of $6.03 million in transactions. CAP rates for the
industrial sector average 7.0% in the first half of
2015.
The office sector, with $4.4 million in sales for
Q1 of 2015, and $1.1 million in Q2, represented

Coldwell Banker Commercial
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LAND
Quarterly Transaction Volume - Land Sales as a Portion of all Commercial Sales

2012
2015

Land Market Watch
Coldwell Banker Commercial Victor ville, California

Demand For Land Focused On Retail And Multi-Family
Jason Lamoreaux

Jason Lamoreaux
President / Broker

Vacant land transactions in the first half of 2015 were
down 18.5% from the same time period in 2014. While
transactional volume was down, pricing has increased
overall, including residential and commercial parcels.
Price per square foot for retail parcels showed
improvement in the first half of 2015, reaching $27.66
PSF for a retail site within the newly constructed Super
Walmart center on Palmdale Road and Highway 18 in
Victorville California. While residential developments had
fewer transactions than commercial parcels, activity has
increased including the sale of a 77 lot tentative track
map that traded for $8,215 per TTM lot.
The median price of a resale home in the Victor Valley
reached $190,000 ending Q2 of 2015. The price per
square foot increased significantly over 2014, ending
Q2 of 2015 at $107 PSF. Inventory of resale homes
remains low at three months of supply, and sales volume
has increased 6.6% year-over-year, providing additional
pressure on the Valley’s already limited housing inventory.

Activity

Inventory

Current
Development

R EAL ESTATE SOLU T IONS

Sales for first half of
2015 were down 18.5%
However, there was an
overall increase in price.

Number of available
properties have increased
as values recover.

Development of new
product concentrated
in retail sector. New
housing starts increase.

Coldwell Banker Commercial

Regional speculative builders have resumed delivery
of new product on a “scattered single” basis, utilizing
pre-existing lot inventory at a fraction of the cost of new
subdivisions. As the resale market continues to regain
value lost during the recession, national production
builders will be able to deliver new product competitively,
which will increase demand for residential development
projects. While the housing market may take an additional
twelve months to achieve the desired pricing level for
production builders, the lead time to bring a community or
development to fruition from initial planning to delivery of
product for a turnkey subdivision may be similar. Demand
for turnkey projects, as well as entitled projects ready for
infrastructure, will increase as the resale housing market
surpasses replacement value.
As the economy expands, demand will remain strong for
infill, prime retail parcels located in or near development.
Multi-family parcels have increased in volume, and
are anticipated to increase in value as pressure on
the multi-family market continues. With limited supply
of industrial buildings up to 20,000 square feet, we

❘ 15500 W Sand St. ❘

Victorville, CA 92392

❘

760-684-8000

anticipate an increase in demand for turnkey parcels for
small industrial/flex development. Office development
has been limited to owner-user as a result of sub-market
rental rates, and nominal absorption of office space.
Demand for office parcels will remain low until significant
absorption impacts vacancy and rental rates. Overall,
land values are increasing for all product types and we
anticipate continued appreciation through the remainder
of 2015, and into 2016.
Notable transactions in the High Desert for the first half of
2015 include;
•

39.52 acres, zoned C2 - Genreral Commercial, on
Highway 395, Hesperia - $3,250,000

•

6.99 acres, zoned C2 - General Commercial, on Main
Street, Hesperia - $2,150,000

•

8.27 acres, zoned C2 - General Commercial, on
Amargosa Road, Victorville - $1,500,000

•

0.83 acres, zoned C2 - General Commercial, on
Palmdale Road, Victorville - $1,000,000

•

1.25 acres, zoned GC - General Commercial on High
Point Parkway, Barstow - $901,000

•

93.94 acres, zoned RC - Resource Conservation,
Interstate 15 frontage, Barstow - $800,000

•

1.45 acres, zoned C2 - General Commercial, Palmdale
Road, Victorville - $750,000

•

5.52 acres, zoned C2 - General Commercial,
Amargosa Road, Hesperia - $700,000

•

689.4 acres, zoned RC - Resource Conservation,
Lucerne Valley Cutoff, Lucerne Valley - $700,000

•

18.2 acres, zoned R3-8 - Medium Density Residential,
Fremontia Avenue, Adelanto - $632,500

•

2.66 acres, zoned C2 - General Commercial, Civic
Drive, Victorville - $525,000

•

1.39 acres, zoned C2 - General Commercial, Silica
Road, Victorville - $520,000

❘ www.cbcdesert.com ❘ CalBRE #01857050
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OFFICE
High Desert Office Net Absorption, Construction, Deliveries and Vacancy by Year 2006 - Q2-2015

2015

Office Market Watch
Coldwell Banker Commercial Victor ville, California

Stability Def ines Off ice Market
Steven Thompson

Steven Thompson
Sales Associate

Asking Office Annual Rents PSF, Vacancy Rates by Year and by High Desert Sub-Market 2012 - Q2-2015
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R EAL ESTATE SOLU T IONS

Vacancy rates increased
slightly from 6.3% in
2014 to 6.6% ending Q2
2015.

YTD occupancy declined
-18,162 SF with Adelanto
& Barstow posting slight
gains and Victorville accounting for -13,374 SF
occuppancy decline.

Lease rates have
remained flat since Q4
2014 ending Q2 2015 at
$15.36 PSF

Coldwell Banker Commercial

The office market sector continues to remain
stable in the High Desert with vacancy rates
remaining relatively low throughout the
marketplace. Vacancy rates edge slightly up at
the end of Q2 2015 to 6.5%, an increase of 20
basis points from Q4 of 2014. Vacancy rates have
remained relatively consistent since 2010, ranging
between a high of 7.0% to a low of 5.8%. Since
2012, vacancy rates have had little movement,
changing less than 20 basis points in any
direction annually.

PSF in 2012 to $1.28 PSF ending Q4 2014.
Lease rates continued unchanged, ending Q2
2015 at $1.28 PSF.
Demand for prime, well maintained, as well as
newer product, will increase in the second half of
2015, leading to increased deliveries in 2016. We
anticipate lease rates to increase slightly in the
second half of 2015 with a moderate reduction in
vacancy rates for the region.

The High Desert contains 851 buildings
representing approximately 5.5 million square feet
of total inventory. Total available space in the High
Desert is 361,116 square feet. With 144,003
square feet of office product, Adelanto represents
the lowest vacancy rate at 1.5%. Hesperia follows
with a 2.1% vacancy rate, Apple Valley’s vacancy
rate is 4.8%, with Victorville and Barstow following
at 8.7% and 10.0% respectively.
When inventory in the High Desert is adjusted for
functional obsolescence, the vacancy rate for the
region is below 4.5%. In comparison, the High
Desert’s vacancy rate is considerably lower than
the Inland Empire, which has an office vacancy
rate of 12.6%. As a result, delivery of new office
buildings in Apple Valley and Hesperia are planned
or currently under construction. Inquiries for
office product improved in the first half of 2015,
however, lease rates have not increased to a level
to support speculative development.

Off ice Inventory by City in the
High Deser t as of 2nd Quar ter 2015

Lease rates have also remained relatively stable
over the past four years, increasing from $1.23
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Coldwell Banker
Commercial Represents
Lessor and Lessee in 8
Year Lease
Coldwell Banker Commercial’s Office Specialty
agent Steven Thompson represented both the lessor
and the lessee in securing an 8-year lease for a
pharmacy at Hope Medical Center. The lower level
900 SF suite, located at 12998 Hesperia Road in
Victorville, is situated in a 2-story medical center
that includes elevator service, rear parking, and
excellent street frontage. “This location is in a high
traffic area along Victorville’s ‘Medical Corridor’
and includes easy ingress and egress from heavily
travelled Hesperia Road,” stated Thompson.
The Victorville Medical Corridor, which includes
a high density of doctors, dentists, therapists
and clinics, provides excellent positioning for a
pharmacy, according to Thompson. “This location
gives the pharmacist the ability to service not only
the patients coming to Hope Medical Center, but
also the patients who visit the numerous medical
specialists located along this specialized section
of Hesperia Road.” Thompson was also able to use
Coldwell Banker Commercial’s advanced online
marketing tools and specialized marketing pieces to
assist in securing this long term lease.
The new pharmacist, Dr. Christian Nguyen, is
opening his first pharmacy after having worked
for corporate pharmacies for nearly a decade.
According to Thompson, he looks forward to
providing the type of specialized and personal care
an independent pharmacist can offer. “I would
like to be able to give back to the community,” Dr.
Nguyen stated, “And bring my patients the high
level of care that is possible with a privately owned
pharmacy.”
In addition to Thompson’s commercial real estate
expertise, he brings experience of a finance
background from Wells Fargo and a Business
Management degree from Lewis Clark. “I have
experience helping clients with refinances, expense
consolidations and insurance packages. I think my
background helps me understand the full scope of
what a business owner is looking for when they seek
out space for their business.”
All Care Pharmacy will be opening their doors to
serve the community late spring/early summer.
Coldwell Banker Commercial

Coldwell Banker Commercial Secures
Lease For 184,646 SF Industrial Building
Ron Barbieri, Senior Vice President with Coldwell Banker Commercial in Victorville, CA and Chris
Barbieri of ANR Asset Management Brokerage in Los Angeles represented the tenant PoolCorp who
entered into a seven year leased for an 184,646 SF warehouse and distribution building at 1410
E. Central Avenue, in the City of San Bernardino, CA. The building was developed and owned by
The Carson Companies headquartered in Newport Beach, California. The company has a portfolio
of properties exceeding 11 million Square Feet. Ruben Goodsell, Senior Vice President with JLL in
Ontario, CA was the lead leasing agent for the Carson Companies.
The total consideration over the term of the lease was approximately $4,600,000. PoolCorp, which
is a strong credit tenant with over $2 billion in sales, is headquartered in Covington, Louisiana and
employs over 3,500 throughout the in North America, Europe, South America and Australia. The
company’s inventory includes a diverse range of products, from construction materials, replacement
parts and fencing to pool care products and spas, which it distributes to roughly 80,000 wholesale
customers around the world.
According to Ron Barbieri, “PoolCorp” will be consolidating its warehousing and distribution
operation in Northern California and the operation in the City of Riverside into the new facility. It
will be distributing goods to all of California as well as Nevada, Arizona and New Mexico. PoolCorp
considered locating in the High Desert; but there were no existing buildings or buildings under
construction that would be available for occupancy by this coming September, which is their target
date for moving into the new facility.
“They evaluated over 50 industrial buildings ranging from 98,000 SF to 229,000 SF; before
narrowing the field to 14 potential sites that were toured by the real estate and warehousing people
from PoolCorp,” stated Ron Barbieri, “Formal leasing proposals were requested from three building
owners before selecting the Carson Alliance Building.”

Coldwell Banker Commercial Represents
Seller for 10 Acre Commercial Property
Coldwell Banker Commercial’s Vice President Bob Basen represented the seller of an
approximately 10 acre commercial property in the heart of Victorville located at 16149 Yates
Road. The lot is comprised of undeveloped land, graded land, and two structures including an
unfinished concrete tilt-up church building of approximately 19,000 SF, and a 2 bedroom, 2
bath residential home of approximately 3,200 square feet. The house was built circa 1960 and
is currently used as a church and offices. The expansive grounds are used for church-related
events.
The property, located on the corner of Yates Road and Arrowhead Drive, visible from Greentree
Boulevard, and is in close proximity to the Victorville golf course, and densely populated
residential communities. The land is zoned residential with the potential to build up to
approximately 46 homes.
“This property is a great opportunity for the right purchaser,” stated Basen. “The lender acquired
the property when the previous church was unfortunately not able to complete construction.
Between the building in progress, the land and the residential development potential, this
property can be put to many uses.”
The buyer an international Christian broadcasting entity, Centro Internacional de Oracion y
Avivamiento, purchased the property to serve both as a local church and a global center for
Christian Media communications.
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Housing Market

Bob Basen, multi-family specialist for Coldwell Banker Commercial,
represented the seller and buyer of a bank-owned multi-unit
apartment building at 11798-11800 White Avenue in Adelanto.

Housing Inventory in Relation to Sold Units

$190,000

MEDIAN SOLD PRICE
_____________

HOMES ON
THE MARKET

Months of Inventory in Relation to Absorption

_____________

464

HOMES SOLD
JUNE 2015

PRICE INCREASE
YEAR OVER YEAR

The property had a high vacancy rate at the time of sale with 5 units
occupied. “The units required a vast array of work, from minor repairs
to complete rehabilitation of several units,” Basen explained, “so we
essentially let the bidders determine the cost to bring the property
up to optimum operating efficiency.” Basen listed the property as if
it were fully occupied and earning at a 9 percent cap rate and let the
potential buyers establish an appropriate discount rate. “The person
who could most cost-efficiently bring the property to its full value
prevailed in the purchase,” Basen stated.
Basen says it surprises most people that rents in Adelanto are not
that far off from rents in cities nearby, even though the sales price of
the units is significantly lower. Therein lies the value for Adelanto.

Coldwell Banker Commercial
Assits in Sale of Former Walmart
Building for $2.7 Million
Coldwell Banker Commercial Vice President, Bob Basen, recently coordinated
the sale of the former Wal-Mart building on Bear Valley Road in Victorville,
California. Basen worked alongside Hans Kim from Top Properties and
Investments to sell the large format building that yields high traffic counts,
ample parking and easy access to Interstate 15.
Basen has been specializing in Land and Multifamily sales for 40 years and
decided to join forces with Kim for this excellent retail opportunity. With Basen’s
long-standing history in Real Estate, he assisted in representing the buyer due
to his excellent working relationship with and referral by Hans Kim. “Referrals
are one of the greatest compliments,” stated Basen. “I work to ensure clients
receive the best service possible. From locating a property that exceeds client
expectations to coordinating a smooth and successful transaction, I strive to
offer an experience that will keep me in mind for all of their future real estate
needs.”
The ±126,395 square foot building sold for $2.7 million, offering an
abundance of retail space. The buyer, an out of area investor, was so pleased
with Basen’s service, he is also working with Basen to lease the property and
has hired Coldwell Banker Commercial to manage the property.
“Our team of qualified professionals are truly what allows Coldwell Banker
Commercial to stand apart and provide exceptional service to our clientele.
Bob is an excellent example of offering clients with the best service possible,
creating long-term partnerships. We are pleased to continue working with the
new property owner and look forward to bringing new retail options to the High
Desert,” stated Coldwell Banker Commercial President, Jason Lamoreaux.
Basen was able to coordinate the transaction in 30 days, allowing both the
buyer and seller to move forward swiftly with their real estate ventures.

Coldwell Banker Commercial Brings Jimmy John’s Gourmet Sandwiches to the High Desert

_____________

14%

20 unit multi-family complex is in close proximity to Southern
California Logistics Airport (SCLA) near Highway 395. Constructed in
1980, it includes 10,580 feet of residential space, featuring onebedroom, one-bath units with laundry facilities, carports and open
space parking for tenants.
“We generated tremendous interest from both local and out of the
area investors,” Basen stated. “The purchaser is an out of town
investor who owns a business in the area, and is familiar with the
benefits of investing in our region.” Basen points to SCLA as a
contributing factor to the strong demand for the property, and rise
in property values in the surrounding area, including the apartment
building recently sold. “SCLA provides high paying jobs and is
projected to generate additional jobs as industry grows at the airport.
Over time, this impacts overall property values and rental rates,
providing value over the long term.”

MID-YEAR 2015

1,384

Coldwell Banker Commercial Brokers
Adelanto Apartment Complex

Inventory in Relation to Listing Price & Sold Price

Coldwell Banker Commercial continues to expand the selection of dining options in the High Desert with the signing of Jimmy John’s Gourmet
Sandwiches to the Home Depot Shopping Center in Apple Valley at the intersection of Bear Valley Road and Apple Valley Road, one of the highest
grossing retail intersections in the High Desert. Nick Di Cosola, Senior Vice President and Retail specialist of Coldwell Banker Commercial represented
the landlord in locating Jimmy John’s to join the already long list of tenants in the Home Depot Shopping Center.
As an active member of the International Council of Shopping Centers, Di Cosola leveraged this network of site selectors, retail contacts as well as
local contacts to market the available space. This is the second new eatery Di Cosola has brought in recent months to the Home Depot Shopping
Center, the other being Pieology.

_____________

$107.00

AVERAGE PRICE PSF

According to their website Jimmy John’s is a gourmet sandwich restaurant which started in 1983 and their bread is baked in house every day and served fresh, meat and veggies
are sliced fresh in house every day, no additives, no vegetable based fillers, no artificial ingredients. Nothing is delivered pre-sliced. Real Hellmann’s mayo, real Grey Poupon
mustard, real olive oil and red wine vinegar – it’s the best of the best.
Di Cosola represented the landlord, and an outside broker represented the tenant. Franchisee Nick Aiello said, “The Town of Apple Valley has been fantastic to work with. We are
looking forward to bringing Jimmy John’s to the High Desert.” Nick Aiello and his wife Lisa grew up in the High Desert and this will be their first Jimmy Johns.
“I am very excited to have brought yet another dining option to the High Desert,” stated Di Cosola, “Jimmy John’s Gourmet Sandwiches will make a great addition and a huge
asset to this retail center and to the High Desert.” He added that all parties involved worked towards the common goal of adding a new tenant to the center and adding another
restaurant choice for the Town of Apple Valley. “We were able to focus on the common goal, and we achieved a deal that everyone was happy with. It was a success,” Di Cosola said.
Jimmy John’s is scheduled to open in November.
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PROPERTY
MANAGEMENT
Our Property Management Professionals
can assist you in any of these services:
•

Comprehensive Monthly Reporting

•

Preparation and Service of Legal Notices

•

Monthly Rent Invoicing

•

Lease Negotiation & Renewal

•

Accounts Receivable & Payable

•

Forensic Audit & Property Transition

•

Expense Reconciliation

•

Capital & Expense Budget Preparation

2015

Property Management
Coldwell Banker Commercial Victor ville, California

Tenant Retention Tips of the Quarter:

The Coldwell Banker Commercial®
(CBC®) organization works closely with
you to provide comprehensive property
management services geared toward

•

Budgeting Control & Cost Containment

•

CAM Reconciliations & Budgeting

•

Financial Review & Analysis

•

Oversee Daily Property Operations

•

Lease Administration & Compliance

•

Fire/Life Safety Oversight

colleagues in over 500 CBC offices

•

Vendor Service Contract Management

•

Receivership Services

across the globe, Coldwell Banker

•

Tenant Retention

•

Property Maintenance Oversight

cutting-edge technology tools, property

•

Document Preparation & Review

•

Risk Management/ Insurance Compliance

management expertise and market

•

Maintain Property Records and Leases

•

CC&R Management Enforcement

management services. CBC associates

•

Routine Facility Inspections

•

Ownership Association Participation

•

Supervision of Maintenance Plan

•

Property Tax Appeals

•

Risk Management Programs & Assessment

•

Operating Expense & Rental Rate Benchmarking

•

Compliance of Environmental Issues

•

Owner/ Tenant Relations

CBC professionals come to their clients

•

Emergency Procedures

•

Legal Eviction Processes & Default Procedures

profitable ideas and solutions. Every

•

Construction Management of Tenant Improvements

•

Tenant Improvement Oversight

•

Disaster Recovery Plan

reducing expenses and increasing
tenant retention. With access to 4,000

Commercial associates have the

knowledge to provide you with superior
serve as the owner’s representative
throughout the entire project or
transaction.

as trusted advisors with innovative and
CBC professional is client-focused
and results-driven to meet the owner’s
expectations.

6
#
12
#
2
#
9
Tip:

#

Coldwell Banker Commercial

When landlords meet tenants in their property, be respectful, friendly and
informal. Avoid disparaging comments causing them to be unsettled by
voicing possible future plans that are adverse to the current tenancy.

Improve Property Grounds

Tip:

Tip:

Tip:

R EAL ESTATE SOLU T IONS

Respect Their Space

❘ 15500 W Sand St. ❘

It’s all about the little things. Maintain the front door of your property
and the common areas where you see the most foot traffic. Plant
flowers in the front of the property, keep the grass neat, the bushes
trimmed, and the parking lot clean. An inviting property can go a long
way in keeping tenants happy.

Don’t Get Complacent
A long-term tenant is a valuable asset in a saturated rental market,
so make sure you keep on top of all those little jobs that will make it
easier for the tenant to feel like it is a good working environment.

Ask What Would Make the Building Better
A great way to improve your relationship with tenants is to inquire
about what would improve their work environment. Tenants may have
ideas but could be shy about openly presenting them. More often than
not, it’s something small that makes a world of difference. For bigger
ideas, it may be possible to amortize the cost of general operating
expenses if all of the building tenants benefit.

Victorville, CA 92392

❘

760-684-8000
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High Desert Market Pulse
A Professional Perspective of our Community
Keith C. Metzler

Gwen Bedics

City of Victorville
Asst. City Manager

SBA Relationship Officer
Enterprise Funding Corporation

Development opportunities continue to attract
businesses nationally and internationally as
affordable prices have made choices easier for
decision makers to relocate their business to
Victorville. New commercial developments are
taking place along Interstate-15. The Dunia
Plaza is rapidly expanding as new restaurant
and retail stores continue to make their way
closer to the 15 freeway for excellent business
exposure. Michael’s and Staples are under
construction and plan to open August 2016.
B.J’s Restaurant and Brewhouse is scheduled to
open January 2016 next to Pancho Villas and
further complements Victorville’s Restaurant Row.
Another retail center quickly gaining attention is
the Desert Plazas. Most notably, Krispy Kreme is
scheduled to open early 2016 between Panda
Express and In-N-Out on the west side of the
I-15 on Roy Rogers Drive.
Beyond retail, industrial activity remains strong
at the Southern California Logistics Airport.
Since the beginning of the fiscal year, SCLA
construction continues at the newest jet fuel
dispensing station; Runway 3/21 and Taxiway
C-3. Recently, a nationally recognized company
filmed a commercial using SCLA’s property
and facility. Airport hangars remain 100%
fully occupied, while other manufacturing and
industrial buildings plan to become available
to the market fall 2016. Hangar 681 will be
available for lease on July 1, 2016 for potential
Maintenance, Repair and Operation (MRO)
business with access to one of the nation’s
largest runway measuring 15,050 in length.
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Enterprise Funding Corporation, founded in 1983,
is a non-profit organization that is licensed and
regulated by the U.S. Small Business Administration
(SBA) to originate and service SBA 504 loans.
The SBA 504 program was originated during the
Eisenhower Administration for economic development
and job creation. Small business owners can acquire
their own real property with as little as 10% down
and fixed interest rates.
In 2014, we funded $5,253 million in projects in the
High Desert alone. We anticipate funding more than
$6,212 million in High Desert projects by the end of
2015. Projects include medical offices, restaurants,
service and retail businesses. Most business are
eligible if they are a for-profit business and plan to
occupy the majority of the property that they are
acquiring.
We finance existing buildings and ground up
construction projects. We can also include tenant
improvements and equipment in the project costs to
further reduce the business owner’s out of pockets
costs thus preserving their working capital.

Carlos Rodriguez
Chief Executive Officer
BIA Southern California
The Victor Valley housing markets have seen
modest gains over the past three years. Hesperia
has added 109 single-family units over the past
18 months, after averaging only 4.2 units a
year from 2009 to 2013. Victorville has steadily
averaged 78.6 single-family units per year for the
past three years. However, these totals are still
significantly less than during the housing boom of
2006-2007, when these two cities alone added
5,615 new single-family homes in just 24 months
and the Victor Valley accounted for 42.6% of all
residential permits in San Bernardino County.
Fortunately during the recession the Mojave Water
Agency has taken steps to conserve, protect and
secure alternative sources of potable water. Over
the past 20 years the population in the Mojave
Water District has increased by 30% however
in that same time the per capital water usage
has decreased by 30%. The High Desert is well
positioned to allow the housing market to recover
even in this historic drought. The homebuilding
industry is doing its part as well, by building the
most energy and water efficient homes in the
nation that use 50% less water than older homes.

Rates remain historically low, and though buyers
are sometimes facing challenges as inventory has
become limited, prices still remain affordable. In
most cases, borrowers are finding that their new P&I
payments are less than they are paying in rent.

City of Adelanto
For 2015, new and exciting development activities
in Adelanto are moving forward as planned. As
attraction increases, the City’s major roadways
are crucial to its future growth. US Highway 395,
Adelanto’s major corridor, has become an interregional thoroughfare with increasing demand. San
Bernardino Associated Governments, SANBAG,
has approved a $483 million expansion project of
Highway 395. Approximately $53 million will be
used in Adelanto to add an additional lane in both
directions, between Palmdale Road & Bartlett Road,
which helps enhance areas throughout the highway
for business attraction. Former Adelanto Mayor, Cari
Thomas, a dedicated advocate and former member

of SANBAG for many years, was instrumental and
credited for seeing this project come to the forefront.
The project phase is expected to be completed for
beneficial use in 2016.
Retailers have now cemented themselves in
Adelanto. Family Dollar, ranked 3rd amongst the
top 10 retailers by store count in the nation, opened
its doors for business and is producing well ahead
of expectations. Dollar General, the nation’s largest
small-box discount store and #1 ranked store
count retailer, is now open. Both stores rank among
the largest retailers of top-quality brandsmade by
America’s most-trusted manufacturers.

Orlando Acevedo
Town of Apple Valley
Economic Development Manager

In June, the Apple Valley Town Council unanimously
approved an Owner Participation Agreement with AVDC,
LLC, for the development of a 1.35 million square foot
distribution center project in the North Apple Valley
Industrial Specific Plan (NAVISP) area.
The OPA defines the Town’s contribution to help fund
construction of public streets for the proposed $115
million project that will employ 400 to 500 permanent
jobs and another 300 construction jobs. AVDC is
expected to break ground in the fall of 2015 and open
in early 2017. The Haskell Company, of Jacksonville, FL,
is managing the project planning and construction.
The 106-acre project parcel, held by Watson Land
Company, is located south of the 1.2-million square foot
Walmart Distribution Center and the Victor Valley College

Gaither
Loewenstein
City of Barstow
Economic Development &
Planning Manager
As of mid-2015 the economic recovery in Barstow
continues to gain momentum. Applications for
commercial development over the past six months have
significantly outpaced the total volume of applications
that were received between 2009 and 2014. Among the
projects expected to break ground in the second half of
the year are Montara Place, a shopping center featuring
roughly 300,000 square feet of retail space anchored
by a Super WalMart; a 60-unit Best Western Plus hotel,
Choice Medical Group’s new 17,000 square foot office
facility, and three Asian –themed restaurants totaling
8,500 square feet. Harbor Freight’s new 17,000 square
foot store in Barstow is scheduled to open in late August
or early September.

Public Safety Campus, along Lafayette Street and Navajo
Road, just west of Fresenius Medical Care’s 150,000
square foot Tru Blu Logistics Center.
The project will pave the way for future industrial
development in Apple Valley by enhancing nearby
infrastructure as well as showcasing the NAVISP as a
competitive site location alternative to the Inland Empire
industrial market.
Finally, HD Surplus, a wholesale reseller was recently
was granted a conditional use permit to revitalize three
industrial buildings, totaling 38,400 square feet, in the
Village area of Apple Valley.
In retail news, WaBa Grill and Les Schwab Tires will open
soon at Lewis Retail Center’s Apple Valley Commons,
near Civic Center Park. And Jimmy John’s recently signed
a lease at the Mojave River Crossings near Home Depot
and Starbucks at Apple Valley and Bear Valley Roads.
Salon 18 Suites recently opened near Corwin Road and
Hwy 18, bringing the latest in salon trends to the High
Desert.

Jay Obernolte
Assemblyman
33rd Assembly District
There was bad news recently for Californians. For
the 11th year in a row, the CEO’s of the 500 largest
companies in America rated us the worst state to do
business in. They based this on our high tax rates
and overregulation. The good news is that many of
my colleagues and I are working to improve this. One
bill I am fighting is SCA 5, or the Split Roll, which
would undermine the Proposition 13 protections for
business by increasing the assessment of commercial
properties to their market value every year. SCA 5
would result in higher costs to businesses and could
cause many small businesses to close, which is why I
strongly oppose it.

Lisa K. LaMere
City of Hesperia
Economic Development
Management Analyst
Hesperia is a pro-business community in Southern
California eager to welcome prospective developers,
industrialists, retailers and new business owners.
Hesperia will assign a team of professionals as
strategic partners, making your transition here
expedient, affordable, productive and profitable. It
is no wonder that national brand retailers choose
Hesperia as their first location in the High Desert.
Recently, two more “firsts” celebrated with
groundbreakings. Tractor Supply, which operates
in 49 states, held a mid-August groundbreaking
for their 18,800 sf retail store at Main Street, just
west of the 533,000 sf High Desert Gateway. The
Habit Burger Grill is a first-in-region and expected to
begin serving before the 2015 holiday season. The
California-headquartered Habit Burger is located
with Pieology Pizzeria, Yogurtland, Metro PCS, Great
Clips and a nail salon in the 14,000 sf multi-tenant
building fronting Main Street at Escondido.
Petco (pictured below) is providing 10,000 sf
of retail choices to the area’s residents. The pet
specialty retailer broke ground in April on Escondido
at Main, along with the adjacent 14,000 sf retail
space south of Walmart Supercenter.
The city also welcomed Pacific Eye Institute,
WaBa Grill, AM/PM, and Hesperia Speedwash,
all contributing to the nearly 125,000 s.f. of
development that has broken ground, completed
construction, finished tenant improvements, or
opened for business in the past seven months. Last
calendar year Hesperia saw over 187,000 sf of
completed projects.
Commercial, industrial, and office properties abound
throughout Hesperia, and this pro-development,
customer service-oriented City is serious about
bringing your business to Hesperia!

It is an honor to represent you.
Hotel occupancy rates and restaurant sales growth in
the Lenwood Road/I-15 vicinity remain strong as the
City continues to field inquiries from companies seeking
to establish a footprint in the area. Inquiries concerning
vacancies within the City’s existing retail centers have
escalated significantly over the past six months as well.
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Located north of the Inland Empire,
Apple Valley offers one of California’s best
industrial markets along with a pro-business
air district, a sustainable water supply, and a
streamlined, transparent entitlement process.
Apple Valley ranks as one
of the least costly cities
for doing business in
Southern California
and offers a healthy
political, financial
and economic climate,
with strong community
assets and vibrant
character. These features offer
an appealing, cost-effective and sustainable
location for your next project.
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APPLE VALLEY’S

A REVIEW OF THE ECONOMIC AND DEMOGRAPHIC TRENDS THAT IMPACT
THE SUPPLY AND DEMAND FOR SINGLE FAMILY HOMES IN THE INLAND
EMPIRE AND THE HIGH DESERT

ENTITLEMENT
PROCESS
will accelerate your

By: Ronald J. Barbieri, Ph.D., MBA

project’s time to market.
With a Certified Program

Chart 1

increase in other mandated household expenses that have constricted the
funds available for housing. Such cost includes rising utility costs such as
electricity and water, higher transportation costs and more recently the added
tax on middle income wage and salary workers due to Obamacare. During the
balance of this decade the increase in demand for Single Family homes in the
Inland Empire will be very much a function of the extent to which real Per Capita
Income increases.

EIR, the North Apple
Valley Industrial Specific
Plan accomplishes
CEQA requirements

This research effort investigated economic, employment, population and housing
trends at the federal, state and local level in order to gain insight as to when a
significant increase in the demand for Single Family homes will materialize in
the Inland Empire and the High Desert. As a result the following observations
can be made: Over the next two years, the U.S, Economy is likely to continue
increasing at a moderate rate. Since the Great Recession California’s economy
outperformed the nation’s; and this is likely to continue for the next couple of
years. The Federal Reserve is expected to engineer a rise in interest rates. The
consensus is that this will add 1.5% to the interest rate on residential mortgages
over the next couple of years. Such an increase would reduce the affordability of
Single Family Residences; however it is not expected to trigger a decline in home
prices in Southern California.

in advance of your
project, saving
your project
time and money.
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“Apple Valley is prepared

MARKET
M A R K E TFEATURES
FEATURES
6,600-Acre North Apple Valley Industrial Specific Plan
1,700-Acre Dry Lake Area for Solar Generation
443,000 Regional Population

to respond to the needs of

The Economy and Employment

industrial prospects and its

The U.S., California and the Inland Empire replaced all Jobs lost during the Great
Recession. The Inland Empire outperformed the nation in job replacement, even
though residential construction in Riverside and San Bernardino Counties has
only started its rebound. The level of employment growth in the U.S., California
and Southern California since the end of the Great Recession in conjunction
with relatively low unemployment rates for the nation and the state would
suggest household incomes should be up for a majority of the population.
Unfortunately this is not the case for two reasons: Many of jobs that were added
are in low-paid positions in areas such as retailing and in leisure and hospitality
with far fewer jobs added in high pay sectors such as manufacturing, utilities
and information technology. Also, there is a higher proportion of part-time jobs
in retailing and in leisure and hospitality sectors. Such a shift to lower paying
and part-time jobs has a significant effect on household income, because the
average weekly pay of information employees for instance is five times that of
leisure and hospitality workers. (Charts Nos. 1, 2, 3)

certified site provides an ideal
location for a company trying
to quickly locate and

120-Day Entitlement Process
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build a facility to serve

Certified Program EIR
Lower Development Costs and Fees

today’s markets.”

Predevelopment Concierge Service

—Mark M. Sweeney

Pro-Industry Town Council

McCallum Sweeney Consulting

Located in Mojave Desert AQMD

Globalization has contributed to a squeeze on middle income families and it has
exacerbated the degree of income polarization in the United States. The average
real income for the lower 90% of the households based on income has declined
from $34,100 in 2002 to $30,400 in 2012. This represents a 10.7% decline
over the decade. The real income of the top 10% has been rising and the higher
the income the greater the increase.

Executive Summary

Population Trends

The substantial decline in real household income amongst the lower 90% of the
households in the U.S. and Southern California has impeded the increase in demand
for new Single Family homes in the Inland Empire and the High Desert since 2008.
The effect of this decline in real Per Capita Personal Income was exacerbated by the

S e l ec t Ap p l eVa l l ey. co m

Apple Valley, California
Economic Development Office

(760) 240-7915
select@applevalley.org
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The population of California and most counties in the Southern California Region
had grown at a consistently increasing rate over the last four year, due in part
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that have at least one individual who commutes to the Los Angeles Basin for
employment, (2) Industrial firms locating manufacturing or warehousing and
distribution facilities in the area, (3) the Expansion of the aerospace firms at
SCLA and (4) construction including the building of residential units. (Chart Nos.
4, 5, 6 and 7)

Chart 7

Southern California until the millennials become older and financially successful.
Nevertheless, a larger portion of the millennials than the prior generation may
never have sufficient income and wealth to afford a single family home. They will
continue to be tenants in multi-family units.

Future Demand for SFR’s in the Inland Empire and
the High Desert

The Relationship between the Supply and Demand
for Housing

Chart 5

Since the onslaught of the Great Recession the number of household formations
in Southern California has been substantially less than one would have expected
given the growth in population. The loss of jobs and the decline in Real Per
Capita Personal Income amongst the working class have forced households to
merge and millennials to defer marriage and child bearing. Also, many young
adults have continued to live with their parents because they cannot afford
to move out of the nest. Hence, the number of persons per household has
increased each year since 2008 and there has been an overall increase since at
least 2000. (Chart Nos. 8, and 9)

As the Southern California economy continues to expand and the millennials age
the demand for and new construction of Single Family homes should increase
substantially from the depressed level of 7,100 units in 2014. The demand for
Single Family units is not likely to approach the 53,700 units that were added
in the Year 2000. However, the addition of between 20,000 and 30,000 Single
Family units a year has a good chance of occurring before the end of this decade
provided the underwriting criteria’s are relaxed somewhat from what is in place
today to compensate for the rise in interest rates.

Chart 8

At least half of these units (10,000 to 15,000) could be built in the Inland
Empire. This is consistent with the increase in household formations in the Inland
Empire during 2000 and 2001. Riverside County would likely capture 70% to
80% of the SFR sales over the next five years because it has substantially more
undeveloped land in the Los Angeles Basin zoned for single family residential use
that is closer to major employment centers. Hence, in San Bernardino County the
annual increase in demand for Single Family Residential units during the balance
of this decade would likely range between 2,000 and 4,500 units. This compares
to an estimated 1,500 Single Family homes being absorbed in 2014. Riverside
County may absorb 8,000 to 10,500 Single Family Homes per year compared to
the 6,000 units delivered last year.

If employment conditions continue to improve and Per Capita Personal Income
levels in Southern California and the Inland Empire increased sufficiently,
the number of persons per household could stabilize. This would result in a
substantially higher level of household formations than were formed in 2014
even if the rate of population growth remained constant.

Chart 6

From 2000 through 2009 the number of housing units completed in Southern
California each year exceeded the level of household formations by 9,400 to
19,200 units. From 2011 through 2013 the number of dwelling units delivered
was only slightly higher than the growth in the number of households. Residential
builders had adjusted to the reduced level of household formations. In 2014
household formations actually exceeded the delivery of residential units by
8,200 units. Most of this excess in demand over supply actually occurred in
Los Angeles and San Diego Counties; however, small shortfall new housing
units compared to household formations also occurred in Orange County as
well as Riverside and San Bernardino Counties. In each county it was a jump
in demand that caused the shortfall; and as such it could be a harbinger of a
future acceleration in the level of household formations. (Chart Nos. 10, 11, 12
and 13)

The level of Single Family home construction in the Inland Empire and the High
Desert will be substantially influenced by the extent to which the working middle
class and the upper middle class participates in the future economic expansion
of the U.S. and Southern California. If their real salary and wages continues to
decline over the next several years as it did from 2002 through 2012 the number
of persons per household would rise and the level of household formations
will continue to lag population growth. Also, many of the millennials and other
individuals who are only marginally participating in this economic rebound would
elect to remain tenants in multi-family units in the Los Angeles Basin rather than
purchasing Single Family homes in the High Desert with the associated time and
cost to commute to work.

Chart 9

Changes in the Mix between Single Family and
Multi-Family Units Delivered

to the improvement in employment opportunities. In 2014, the population of California
grew by 369,800 and Southern California added 221,200 inhabitants. The rate of
population growth is expected to continue at the current level. The population of the
High Desert increased by 25,000 per year during the years 2004, 2005 and 2006.
During the recent past the population growth was less than 20% of what occurred
during the peak of the last development cycle. The four primary drivers of population
growth in the High Desert have been: (1) Households moving to the High Desert

In Southern California 53,700 Single Family Residential units were constructed
in 2000 compared to 13,100 multi-family units. In 2014 only 7,100 SFR units
were completed compared to 24,500 multi-family abodes. This represents
a substantial shift in the preference for Multi-Family units over Single Family
homes. Some of the shift in demand is locational. The lack of undeveloped
land in Los Angeles County results in most new residential development being
multi-family. This is a permanent trend. In some cases the shift to multi-family
reflects a decline in average Per Capita Income. Fewer households can afford to
own Single Family homes. If the economy continues to improve and if real wages
and salaries increase there would likely be a partial shift back to Single Family
Homes, especially in the Inland Empire. (Charts No. 14)
The millennials have deferred getting married and having children, because of
the difficulty of obtaining good jobs. Many are content to live in an apartment

This year the High Desert and the Inland Empire have continued to recover from
the Great Recession, absorbing a significant portion of the excess vacancy created
during the last building boom. By July 2015 the existing price for Single Family
homes in the High Desert had climbed to $194,000. The rent for apartment units
and single family home rentals began to increase last summer. The cumulative
rent increase ranged between 3% and 5%. Rents had been flat since 2010. The
rise in rents confirms a significant decrease in excess vacancy. By July 2015
the Median Price for an existing home in San Bernardino County had risen to
$230,700. The delivery of new residential units in San Bernardino had reached
3,600 units in 2014, half of which were multi-family.

close to their place of employment, thereby reducing their housing and commuting cost.
Apartment living also enables them to be close to the urban entertainment centers and it
provides them with the flexibility to change jobs and relocate to a different geographical
area if necessary. For many the added cost of owning a Single Family home is not justified
until they have children. For many millennials the ownership of a single family home
may just be delayed a few years until they have the income and a reason to purchase
one. Such behavior would just postpone the demand for single family housing in
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At the present time there are no signs of a housing bubble in the High Desert,
the Inland Empire or in any of the other counties in Southern California. For the
12-month period ending in July 2015 increases in Existing Home Price in various
areas of the region have slowed considerably from the prior 12 month period.
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spread in existing home prices would have to exceed $50,000 to motivate
a substantial number of buyers to locate to the High Desert. Also this price
differential has to be sustained for a period of time to allow buyers to become
aware of it. If current price trends continue the difference in home prices
between the San Bernardino County and the High Desert may be sufficient to
drive Single Family home demand to the High Desert by as early as 2017. (Chart
No.15)
A second prerequisite for a moderate level of Single Family home development
in the High Desert is that the sales price of the homes has to be above its
replacement cost. This has not occurred as of July 2015. While the median price
of homes has risen in the Victor Valley area it is still $15,000 to $35,000 below
the level to profitably deliver new product when the cost of a finish lot reflects
current replacement costs. There are a few homebuilders who in the past have
purchased finished lots at a substantial discount and are now in a position
to develop units at a price that will generate a profit: These homebuilders are
beginning to test the market by building a limited number of units. During the
last 12 months home prices have in Victor Valley increased by $14,000. At this
rate it would require another one to three years before home values in the High
Desert reach a level capable of supporting a relatively high volume of Single
Family home construction.
Cautious testing of the new Single Family home market is warranted at this time;
however builders may want to remember that the primary risk associated with
residential development in the High Desert at this point of the real estate cycle
is overbuilding. In 1998 and 1999 Single Family home construction in the High
Desert exceeded the increase in sales forcing existing home prices to decline an
additional 22%. Home prices did not start to rebound in the High Desert until
2000, three years later than most of Southern California.

Chart 12

A Substantial increase in the demand for Single Family homes in the High Desert would
not occur until the general price level for new Single Family homes in the cities of Fontana,
Rialto, Redlands, Chino and Ontario in San Bernardino County have increased substantially
from current levels so that the price differential between residential homes in the Los
Angeles Basin and the High Desert becomes large enough to make it worthwhile for
individuals to live in the High Desert and commute to the Los Angeles Basin for work.
Because of the increase in transportation costs over the last 12 years it appears the

Under this economic scenario the ramp up in the sale of Single Family
Residential units will be towards the lower end of the range of estimates, which
were 300 units in 2015, 500 units in 2017 and 1,000 units in 2019. Annual
Single Family home sales in San Bernardino County would likely be closer to
2,000 units towards the end of this decade. If the economy accelerates at
a higher rate of growth (GDP exceeds 3.0% on a sustained basis), resulting
in a substantial number of the part-time jobs being converted to full-time
employment; and the lower 90% of the U.S. households by income participate
more in the expansion, then the number of persons per households could
stabilize resulting in a much higher level of household formations and an
increased preference for Single Family homes. New Single Family home sales in
the High Desert could approach 400 units in 2015, 1,300 units in 2017 and
2,500 by the last year of this decade. Under this economic scenario annual
Single Family home sales in San Bernardino County could reach 4,500 units. The
level of multi-family units delivered in San Bernardino County would be about the
same as single family units projected for each economic scenario.

Chart 13

justify apartment development.
When the supply of undeveloped land in the Los Angeles Basin becomes scarce
and expensive a greater portion of the Single Family home sales will migrate to
the High Desert, because it will be a low cost solution for Single Family units. It
may take another 10 years or more before the scarcity of land for single family
development to materialize in the Los Angeles Basin. The timing would be a
function of the rate the Southern California economies grow and the proportion
of residential construction that is multi-family.
Industrial development in the High Desert creates one Base Employment Job
for every 2,200 SF of floor area. Hence, if the 1,350,000 SF warehousing and
distribution is completed in Apple Valley and becomes operational in 2017 it
would increase the Base employment in the High Desert by 600 which in turn
would support an additional 600 secondary jobs. The addition of 1,200 jobs in
the High Desert would support 800 households half of which may occupy 400
Single Family homes. Hence, even under the slow economic growth scenario an
additional 200 homes could be sold in 2017 and 200 in 2018 because of the
addition of the large warehousing and distribution facility.

Chart 14

The level of industrial development in the High Desert is expected to accelerate
between now and the year 2030 as industrial land in the Los Angeles Basin
portion of the Inland Empire becomes scarce and the cost of industrial
land escalates. While the High Desert has absorbed between 500,000 and
1,000,000 SF of industrial space per year over the last decade, it could ramp up
to 3 or 4 times that level in the second half of the next decade. This would add
to the demand for both Single Family homes and apartments in the High Desert.
The High Desert is ideally suited for the development of senior oriented single
family development communities. Individuals who live in the Los Angeles Basin
can migrate to the High Desert after they retire and still be close enough to visit
with family and friends in Southern California. The Del Webb development at
Jess Ranch in the Town of Apple Valley has been a very successful development
as evidenced by the sale of units even during difficult economic times. Home
prices are relatively inexpensive compared to elsewhere in the Los Angeles Basin
because of the low cost of land. Senior Retirement housing is not dependent
on the growth of employment in the area; yet the construction of such housing
could contribute to the High Desert economy even in a recession. It would seem
more senior housing on small lots surrounded by a substantial amount of open
space would be a desirable land use for the High Desert; yet current zoning laws
in the High Desert cities would not permit the development of a Jess Ranch type
project today. Perhaps this should be revisited.

Chart 15

The Remainder of this report is available in a supplement research report
available on the Coldwell Banker Commercial website. The Supplement describes
and interprets the information depicted in each graph and develops the
arguments supporting the conclusions presented above. A perusal of the full
report would enable the reader to assess the validity of the conclusions arrived
at in the CBC Housing Study. The Report is organized into twelve sections. Each
section has a bullet point overview followed by an analytical discussion of the
related charts. The main body of the CBC Housing Report also considers more
topics and issues than were discussed in this introduction.

Chart 16

The level of multifamily development in the High Desert is expected to remain
fairly low for the next few years. Until recently, many of the large multi-family
projects in the High Desert involved subsidized housing. The availability of
such funds has been sharply curtailed, because the state eliminated the
redevelopment funding programs. The cities in the High Desert no longer have a
ready source of funds to help subsidize such projects. In general it is not likely
the private sector will be developing apartment projects because apartment rents
are well below the level required to make apartment development economically
viable. Once the remaining excess vacancy created during the last development
cycle is absorbed, effective monthly rents could rise to the level necessary to
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SMOOTH OPERATIONS
Discover why Southern California Logistics Airport (SCLA) is the best place

Operations Manager

Property Manager

Accounting Manager

Property Manager

for aircraft storage, parts warehousing, jet engine testing, flight testing,
pilot training, aircraft painting and MRO services. The long list starts with
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360 days of severe clear.
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VICTORVILLE IS THE PLACE WHERE
YOU CAN GET IT ALL DONE.

Data obtained from third party sources are deemed reliable; no warranty, expressed or implied, is made regarding accuracy, adequacy, completeness, legality, reliability or
usefulness of any information. List of sources are available upon request.
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Distinctly Different.

#1 Commercial Firm in the North
Inland Empire as Recognized by
HDAOR Since 2009

Daily Press Readers Voted

“Best of the Desert”
Real Estate Firm Since 2011

Awarded North Inland Empire
Power Broker Since 2010

Follow us for Market News and Listing Updates:
www.cbcDeser t.com
REAL ESTATE SO L UT IO N S

@cbcrealestate

facebook.com/cbcrealestate

