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The real estate cycle in the High Desert transitioned
in 2014 from a recovery market to an expansion
market, setting the stage for increased activity and
expansion in 2015. An increase in transaction
and sales volume, along with an increase in
development activity in 2015, firmly placed the
High Desert into an expansion mode. Increases
were experienced in both the commercial real
estate sector as well as the residential market.
Growth was conservative, however steady in Q1
through Q3 of 2015. The fourth quarter of 2015
saw a strong surge in land transactions, along
with an increase in Retail and Industrial activity,
finishing the year with positive gains in almost all
commercial and residential sectors.

MARKET SNAPSHOT
Vacancy
Industrial: 5.6%
Off ice: 5.7%
Retail: 10.2%

Lease Rates PSF/PM
Industrial: $0.41
Off ice: $1.37
Retail: $1.04

Existing Space
Industrial: 18,310,386
Off ice: 5,520,913
Retail: 17,520,994

The residential market, which in most part drives
the commercial real estate market, experienced
growth with 13.1% year-over-year (YOY) gains in
the Victor Valley ending 2015. The median sales
price ending 2015 was $199,000 with an average
price per square foot of $111. Inventory remained
stable with an average of 1,213 homes on the
market, down 18.9% from 2014. The average time
on market was 70 days in 2015 with a 30.8%
absorption rate, representing 3.3 months of
inventory. With a healthy market being defined by
the National Association of Realtors as 6 months
of inventory, the Victor Valley’s housing market is
stable, and has exceed the national average for
appreciation.

The top performing commercial sector in 2015
was Industrial with 18,310,386 square feet in
the High Desert, which experienced net absorption
of 291,477 square feet in 2015. Vacancy rates
decreased 22.2% in 2015 to 5.6% from 7.2%
in 2014. The total outstanding vacant space was
reduced to 1,024,009 square feet. When adjusted
for two significant vacancies; the 488,817 SF
former Graco building in Hesperia, and the
165,615 SF former Yellow Freight facility in
Barstow, the remaining vacant space is 369,577,
for an adjusted vacancy rate of 2.0%. With limited
inventory, the sale price PSF increased 41.6% in
2015, averaging $53.55 PSF. One anomaly in
the market is in Adelanto were a newly approved
cannabis cultivation ordinance has driven demand,
resulting in a significant increase in values for
Industrial space, with pending transactions priced
as high as $241 PSF. The pricing is not sustainable
as the cost of new construction is considerably
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The residential market in the Barstow area also 		
experienced positive gains with the median sales 		
price in 2015 increasing 12.8% YOY to $82,000,
with an average price per square foot of $87. The 		
average housing inventory was 123 units in 2015, 		
down 9.6% from 2014. The average time on market 		
was 128 days, with an absorption rate of 17.9%, 		
representing 4.6 months of inventory.
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less, thus allowing new product to be developed at marketable
rates.
Rental rates for Industrial properties increased 7.9% YOY, from
$0.38 PSF monthly to $0.41 PSF. While there were no new
deliveries in 2015, several projects are anticipated to break
ground in early 2016.
The Retail sector, while ending 2015 with negative absorption
of 14,948 SF, experienced growth with the delivery of 90,672
SF, and an additional 46,500 SF under construction. The total
square feet of retail space in the High Desert expanded to a
total of 17,520,994. The vacancy rate increased slightly from
9.6% in 2014 to 10.2% ending 2015. Rental rates, including
all retail segments, increased 4% YOY in 2015 to $1.04 PSF
monthly. Retail, including hospitality, will continue to expand
through 2016 with the addition of a new Hilton Home2
property, along with national chains including BJ’s Restaurant
& Brewhouse in Victorville and a second location for Pieology
Pizzeria in Hesperia.
The office sector with 855 buildings representing 5,520,913
SF in the High Desert remained stable with modest gains in
rental rates and occupancy. Net absorption in 2015 was
44,516 SF with 24,500 SF of new deliveries and 23,780 SF
under construction. Vacancy declined from 6.1% in 2014 to
5.7% in 2015. Rental rates increased 3.0% ending 2015 at
$1.37 PSF, an increase from $1.33 in 2014. New construction
has been limited to end users, primarily medical use, as rental
rates do not yet support speculative building. A large portion of
the remaining vacant space is challenged by ADA compliance
issues or is functionally obsolete. Development will expand in
2016 as the market rates improve, and the population expands.
Vacant land, primarily infill parcels, experienced an increase
in activity during 2015. A majority of the transactions were
in the commercial retail segment, however residential parcels
experienced an increase in activity as regional and national
builders expanded inventory for delivery of new product. A
primary challenge to the expansion of residential building can
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be contributed to construction in the Cajon Pass, which is due
to be completed in late 2016. Once completed, the expansion
of the pass will allow home buyers that have been priced out of
the market in the Los Angeles and Inland Empire basin, or home
owners looking for larger homes and parcels the High Desert
provides, to easily travel through the pass without delays, making
commuting times reasonable. Vacant land transactions will
increase in 2016 as the residential and commercial real estate
market continues to expand.
Capital markets, Net Leased Investments with corporate tenants,
along with Multi-family properties continued to lead the market in
demand, with CAP rates declining to records lows. Average CAP
Rates for Net Leased Investments fell to 5.35% ending 2015.
Demand for Multi-family properties remained strong through
2015, further increasing the price per unit to post recession prices.
Demand is anticipated to remain strong in 2016 as a result of an
influx of foreign investment, primarily from Asia.
Overall, the real estate market in the High Desert is healthy and
in an expansion mode. All indicators point to continued expansion
in 2016 with an increase in development and transaction activity.
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2015 Q4 Activity

• Bob Basen represented the seller on the 126,395 SF former Wal-Mart at
15272 Bear Valley Rd in Victorville for $2,700,000.
• Representing both sides, Ronald J. Barbieri and Nicholas Di Cosola
negotiated the sale of a 16,000 SF office building at 17185 Yuma Street
in Victorville for $1,600,000 to a local investor.
• Representing the buyer, Steven Thompson negotiated the sale of a 7,940
SF building for DreamCars at 12972 Hesperia Rd in Victorville.
• Steven Thompson represented both sides of the lease for an office space
for Renaissance Wealth Management at 15500 West Sand Street in
Victorville.
• Representing both sides, Nicholas Di Cosola and Ronald Barbieri
negotiated the sale of 72,838 SF of vacant land on Amargosa Rd and La
Mesa Rd in Victorville for $850,000.
• Representing the seller, Bob Basen, and representing the buyer, Jason
Lamoreaux sold 120 acres of residential vacant land on Joshua Street in
Apple Valley for $829,000.
• Bob Basen participated in a successful transaction of 6.91 acres of vacant
residential land on Paseo Chapparro in Murrieta for $200,000.
• Representing both sides, Steven Thompson and Nicholas Di Cosola
negotiated the lease for a retail space at 20162 Highway 18 in Apple
Valley.
• Coldwell Banker Commercial represented the sale of 40 acres on Ebay
Road in Phelan for $75,000.
• Steven Thompson represented the landlord in securing a lease for a retail
space at 204 N 3rd Street in Barstow.
• Representing the landlord, Nicholas Di Cosola facilitated a lease for
1,400 SF space for Jimmy John’s Subs at 12218 Apple Valley Road in
Apple Valley.

• Representing the seller, Bob Basen negotiated a lease for a 2,557 SF office
building situated on 5 acres of light industrial zoned land on Navajo Road
in Apple Valley.
• Ronald Barbieri represented both sides in the sale of a permanent easement
for the revenue of a cell tower located on Bell Mountain Rd in Apple Valley.
• Bob Basen represented both the seller and the buyer on a 10-unit apartment
complex located at 15740 Sueno Lane in Victorville with price per door at
$50,500.
• Steven Thompson represented both the landlord and the tenant in securing
a lease of a retail space for a barber shop located at 16901 B Street in
Victorville.
• Representing the tenant, Bob Basen negotiated a lease on a 10,000 SF
single tenant industrial building at 16545 Beaver Road in Adelanto.
• Ronald Barbieri and Nicholas Di Cosola represented the seller for a 2,800 SF
office building at 16460 Victor Street in Victorville.
• Steven Thompson represented the landlord in securing a lease for a retail
space for the Salvation Army at 204 N 3rd Street in Barstow.
• Bob Basen represented both sides on the sale of 0.26 acres of residential
land on La Verida in Victorville.
• Steven Thompson facilitated the lease for 1,000 SF space at 17041 Main
Street in Hesperia.
• Bob Basen facilitated a lease for a 2,197 SF office space for Bancorp at
16484 Victor Street in Victorville.
• Wally Linn negotiated the sale of 320 acres of low density residential land
in Joshua Tree.
• Bob Basen facilitated the sale of 0.26 acres of multifamily land on Tawney
Ridge in Victorville.

• Bob Basen negotiated the sale of 2.28 acres of commercial vacant land
on Violet Road in Adelanto.
• Steven Thompson represented both sides of the lease on three 1,000 SF
office/retail units at 9390 Hesperia Road in Hesperia.

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
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My Crystal Ball For 2016
Bob Basen

Bob Basen

Vice President

From the bottom of the real estate cycle in 2009 through
the end of 2015, it has been a great run for multifamily
investors. Now is the time to identify where we are in
the current cycle and where we are headed. This is a
critical time in the current cycle and you must monitor
the market conditions if your strategy is to exit before we
enter the next down cycle.
If you are a long term hold investor with no plans to sell
prior to an economic downturn, the changes that are
inevitable as we move forward through this cycle will
affect you differently, but make no mistake you will be
affected. Long term investors will need to focus on
preservation of cash flow through the next stage in the
economic cycle as cash flow may be affected.

Vacancy rates trended
downward through 2015.

Anticipated interest rate hikes, something that has
been discussed for the past few years now appears to
be coming to fruition and may have already happened
by the time you have read this. Interest rate hikes,
increasing inventory and increasing cap rates are
all in the possible future and are all factors that you,
as multifamily investors will need to be aware of and
to consider in order to make timely and educated
decisions.

With minimal new
deliveries absorption
was slightly positive.

From a National view, looking at the Real Estate Cycle
Placement for the 54 National Index Markets the
majority of those cities are in the 3rd quadrant of the
real estate cycle (see chart 1). In this cycle occupancy
rates are decreasing while rents are still increasing. The
next stop is quadrant 4 which occupancy and rents are
decreasing which is the end of a cycle.

PSF in 2015 remained
relatively flat.

Nationally, new starts of multifamily developments
continue to exceed historical levels which have put
pressure on increasing vacancy rates. The number of 18
to 34 year-olds that are living at home with parents has
grown from 25.5% to 31.5%. This demographic is part
of the largest segment of apartment dwellers in today’s
market. If the number of renters in this demographic
could get back to historical averages, that would put

Vacancy

Absorption

Price Per SF
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an additional 3.75 million more young adults in the
rental market and help absorb some of the massive
new inventory that is coming online. National vacancy
rates are currently at 4.25% which is also below the
historical average of 5.75% and the predictions for
2016 are that demand for apartments will decrease
as supply increases. With all that said, you can expect
rents to continue to rise moderately through the first
three months of 2016 and then start trending downward
through the balance of 2016.
Locally, resembling the National market, the Inland
Empire multifamily market has experienced positive
growth. At the end of September 2015 there were
273,754 units in inventory, this is up from the five-year
average of 248,272. This increase in units is a direct
result of all the new units that have been built and
added to the inventory stock. If you analyze the numbers
in-depth, you will see the Absorption/Deliveries graph of
the second quarter of 2015 is a complete mirror image
of the third quarter of 2015 (see graph 1). The second
quarter of 2015 had a high absorption rate because
of low delivery rate of new units. The third quarter was
the polar-opposite as the absorption rate decreased
because the delivery of new units increased significantly,
the net results will be increased vacancies.
What’s the take a way? The recovery hasn’t been steep,
but the Inland Empire has recovered. The Inland Empire
was the first market to build speculative inventory during
the recovery, and developers have not turned back
since. The Inland Empire has been a top five market in
the United States for deliveries every quarter since the
fourth quarter of 2011 with completion of more than
40 million SF. Vacancy rates are on an uptick due to
the new deliveries and with that we should expect a
reduction in income due to the increased vacancies,
rent reductions and move-in incentives.
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Industrial Inventory by City in the High
Desert as of End of 2015
Industrial Inventory by City in the High Desert as of End of 2015
Figure 1
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The Occupancy Of Industrial Space Is Expected To
Increase By More Than 2 Million SF
Dr. Ronald J. Barbieri, Ph.D., CPA

Ron Barbieri

Senior Vice President

Vacancy

Vacancy rates
declined to 5.6% at
year-end.

Absorption
Net absorption of
291,000 SF in 2015.

Lease Rates

Annual Rents saw a
moderate increase at the
end of 2015.

Coldwell Banker Commercial

There was 18,310,000 SF of industrial space in the
High Desert at the end of 2015 (Figure 1). The City of
Victorville accounted for 40% of the total inventory,
followed by Hesperia with 21%. Approximately 17% of
the industrial stock was in Adelanto, over 14% was in
the Town of Apple Valley and slightly more than 6% was
in Barstow. Just over 1% of the industrials space in the
High Desert was in rural areas. The level of industrial
space has not increased since the 176,000 SF addition
to the Rubbermaid facility at SCLA in the fourth quarter
of 2012 and the completion of 83,000 SF expansion of
the True Blue plant in The Town of Apple Valley during the
first quarter of 2013.
During the last five years the only space constructed was
for space preleased to credit worthy industrial tenants.
Stirling, the development company for the Southern
California Logistic Airport properties, has been reluctant
to build industrial buildings without any preleasing. Their
current strategy is to design and develop buildings to
satisfy the needs of specific tenants.
Figure 2 summarizes the distribution of the industrial
stock in the High Desert by building floor area. A total
9,377,000 SF were in structures that had 50,000
or more square feet of floor area. Buildings that had
between 25,000 and 49,999 SF represented a total
inventory of 2,093,000 SF. Buildings between 10,000
and 24,999 SF accounted for 4,344,000 SF of industrial
space, while buildings under 10,000 totaled 2,497,000
SF.
Most of the increase in the stock of industrial space has
been in the larger boxes. Since the beginning of 2006 a
total of 3,470,000 SF was added in buildings 50,000
SF and greater; of which 1,102,000 SF was delivered
after 2009. Only 220,000 SF was in structures ranging
from 25,000 to 49,999 SF. Since 2009 only 49,622 SF
were added to this category. During the same 10-year
period 581,000 SF were added to buildings with a floor
area of 10,000 SF to 24,999 SF; but only one 15,772
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❘

760-684-8000

SF building was delivered after 2009. A total of 219,000
SF of floor area were constructed involving buildings less
than 10,000 SF, of which 19,000 SF were delivered after
2009.
The recent lack of industrial development activity reflects
the reduced level of industrial absorption of industrial
space in the High Desert after 2012. A review of Figure
3 would reveal a Net Absorption of only 77,000 SF from
2013 through 2015, compared to 3,969,000 SF for
the entire 10-year period. However, in 2013 and 2014
the High Desert experienced a reduction in occupancy
of (214,000) SF; whereas in 2015 the occupancy of
industrial space increased by 291,000 SF. Figure 4 breaks
down the absorption by city as well as by year. During the
last three years, the Net Absorption of industrial space
for each geographical area was as follows. Adelanto
lost 118,000 SF of occupancy in 2013 and 2014; but
it gained 87,000 SF in 2015. The Town of Apple Valley
gained 87,000 SF in 2013 and 2014 and 36,000 SF
in 2015. It has experienced a consistent increase in Net
Absorption. Barstow experienced a net loss of (12,000)
SF during the 2 years ending in 2014 followed by a
negative absorption of (24,000) SF last year. Since the
end of the Great Recession Barstow has experienced a
Net Absorption of 43,000 SF, which included the leasing
of the 85,905 SF warehouse at 2951 Lenwood Road
was leased in 2012. Hesperia experienced a decline
in occupancy of (289,000) SF in 2013 and 2014,
which was partially offset by a 163,000 SF increase
in occupancy 2015. Victorville absorbed 123,000 SF of
space during the two years ending in 2014 and another
19,000 SF in 2015. The negative absorption in Hesperia
is primarily due to the relocation of Rubbermaid from the
453,000 SF warehouse in Hesperia to SCLA in Victorville
offset by Rubbermaid recent releasing of 103,000 SF
of the warehouse in Hesperia and by the leasing of an
additional 151,000 in the city to another industrial firm.
Together these transactions accounted for all of the
continued on following page
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negative Net Absorption in the City of Hesperia. The decrease
in demand for industrial space in the High Desert in 2013 and
2014 was more than offset by the substantial growth in demand
during the last 12 months.
It appears that the demand for industrial space in the High
Desert will continue to increase for the next two years. The Stirling
Company has started construction on a 450,000 SF building at
SCLA. Approximately half of that building has been preleased to
an unnamed manufacturing company that is expected to add
100 employees in early 2017. Also, Watson Land is expected
to start construction on a 1.3 million SF distribution facility in
the Apple Valley Industrial Park; and the demand for industrial
buildings in the City of Adelanto is projected to increase
substantially for the reason discussed later on in this report.
Figure 5 depicts the Net Absorption by building size. Over the
last decade most of the increase in occupancy occurred in
large industrial boxes as large warehousing and manufacturing
operations expanded into Victorville and Apple Valley. Buildings
of 50,000 SF or greater absorbed 2,969,000 SF; but in the last
3 years they experienced a slight negative Net Absorption on
(29,000) SF. Buildings ranging from 25,000 to 49,999 SF had
a 172,000 SF increase in occupancy. However, buildings in this
size category had virtually no change in occupancy over after
2012. Industrial facilities with a floor area of 10,000 to 24,999
SF absorbed 586,000 SF during the decade; and 86,000 SF
from 2013 through 2015. Buildings with less than 10,000 SF
of floor area realized an increased in occupancy of 243,000 SF
over the last 10 years; but only 20,000 SF since 2012.
The low level of absorption during the last three years is mostly
due to lack of demand; but the fact the market was supply
constrained was also a contributing factor. This is evident from
the low vacancy rates, which are summarized in Figure 3 and
detailed in Figure 6. There was 1,024,000 SF of vacant industrial
space in the High Desert as of the end of 2015. The vacancy rate
for the High Desert increased from 4.7% at the end of 2012 to
5.6% by December 2015. Some of this increase was due to the
delivery of additional space in early 2013. The vacancy rate for
the City of Victorville climbed 40 basis points to 3.0%, while the
rate for the Town of Apple Valley decreased from 3.6% to 1.7%.
The vacancy rate in the City of Adelanto went from 2.2% in 2012
to 3.2% at yearend 2015. The vacancy rate for all three cities is
low. The cities of Barstow and Hesperia had fairly high vacancy
rates as of the end of 2015 as well as the prior two years.
The jump in the vacancy level in the City of Hesperia in 2013
was due to the relocation of Rubbermaid that was previously
discussed. The higher Vacancy Rates in the City of Barstow
reflects the limited expansion of the industrial base, which has
made it difficult to lease the former Yellow Freight’s 156,000
SF cross-dock facility. The total vacancy in Barstow is 214,000
SF of which 113,000 SF is directly related to the former Yellow
Freight facility. The remaining 101,000 SF of vacant space is
in several buildings. If you exclude the former Yellow Freight
facility the vacancy rate in the balance of the industrial stock is
approximately 10%.
The Asking Rents depicted in Figure 6 are the sum of the NNN
continued on following page
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Figure 3

High Desert Industrial Net Absorption, Construction,
Deliveries and Vacancy by Year 2006 - 2015
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High Desert Industrial Annual Net Absorption by City
2006 - 2015
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High Desert Industrial Net Absorption by Floor Area of
Building 2006 - 2015
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Asking Industrial Annual Rents per SF and Vacancy Rates in
the High Desert Sub-Market 2012 Through 2015
Asking Rents per SF
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2014 Rent/SF
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$0.48
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$0.66

$0.72

$0.38

2013 Rent/SF

$0.42
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$0.28

$0.53

$0.63

$0.36

2012 Rent/SF

$0.31

$0.43

$0.32

$0.37

$0.57

$0.69

$0.38

2015 Vacancy Rate

3.2%

1.7%

19.2%

11.3%

3.0%

5.1%

5.6%

2014 Vacancy Rate

5.9%

3.0%

17.1%

15.6%

3.3%
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2013 Vacancy Rate

1.6%

3.2%

17.9%

17.4%

3.1%

7.9%

6.8%

2012 Vacancy Rate

2.2%

3.6%

16.0%

7.8%

2.6%

7.3%

4.7%

Base Rent and the NNN Charges for Property Taxes, Insurance
and Common Area Maintenance (CAM). The rents reflect the
average of all the properties available for lease as of the end of
each year and as such reflect the location, quality and condition
of the properties listed as well a current market trends. Because
the number of properties listed for lease in the High Desert is
substantially greater than in any one city, reported rents for High
Desert are more stable and provide a better estimate of rent
trends for the region. Average Rents for the High Desert increased
from a low of $0.36 per SF in 2013 to $0.41 per SF. This is
consistent with the assessment of real estate agents who believe
industrial rents have increased somewhat. Rents in Apple Valley
and Barstow have increased $0.10 per SF from the end of 2012
to 2015. Average Rents in Hesperia have declined $0.06 per SF;
they have been increasing since 2013. Rents in Victorville are
statistically unchanged over the three year period. The highest
rent of $0.77 per SF is in the Rural Areas where there has been
some growth in demand; but no new construction. The rents in
Adelanto had been $0.31 per SF in 2012 is now reported to
average $0.38 per SF. Recent increases in rents reflect a modest
tightening of the industrial market in the High Desert. Actual
effective rents are still below the level required to support new
construction.
The Sale Price per Square foot of industrial building has declined
since the start of the Great Recession. However, in 2014 the sales
price per Square Foot of floor area appears to have bottomed out
at a level substantially below replacement costs. This is also true
for industrial land values.
When the demand for industrial space begins to expand at a
significant and consistent basis there should be a substantial
increase in industrial rent levels throughout much of the High
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0.0%

Desert. This is illustrated by the industrial market in the City
of Adelanto which has just started to experience a substantial
increase in industrial rents, land values and the sale price per SF
for industrial buildings, because of a new city ordinance that was
passed on November 18, 2015. Ordinance No. 539 allows for the
cultivation of Marijuana for Medical Use in industrial buildings
located within the boundaries of the business parks developed
by the City Adelanto years ago. This ordinance was crafted so that
it would be in conformity with new California state laws related
to the cultivation of Marijuana. The impact of this new ordinance
has not been reflected in the current statistics, because property
sales and lease transactions have not occurred prior to 2016.
We anticipate reporting on the impact the new ordinance will
have on industrial market of Adelanto and the adjacent cities in
the summer of 2016 issue of the Market Watch.
Between now and the end of this decade the likely scenario would
include continued increasing demand from big box tenants for
warehousing, distribution and manufacturing operations. Such
tenants could absorb between 500,000 and 1,500,000 SF in
each of the next five years provided space is available. We also
anticipate an increase in the demand from medium size tenants
for the cities of Victorville and Hesperia and the Town of Apple
Valley provided the U.S. and California economies continue to
expand. Finally, preliminary sale and leasing activities suggest
there could be a substantial increase in the demand for industrial
space in Adelanto for the cultivation of marijuana for medical
use assuming the federal government does not institute policies
to curtail such activity. Under such a scenario there would be a
substantial increase in the value of industrial land and effective
rents in Adelanto.
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Retail Inventory by City in the High
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In The High Desert Most Of The Excess Vacancy In Retail Buildings
Has Been Absorbed In Spite Of A High Level On Construction
Dr. Ronald J. Barbieri, Ph.D., CPA

Nick Di Cosola

Senior Vice President

Steven Thompson
Sales Associate

Vacancy

Absorption

Lease Rates

Vacancy Rate increased
slightly to 10.2% at the
end of 2015.

Negative absorption of
14,948 SF ending 2015.

Lease Rates increased
4% to $1.04 PSF
monthly.

Coldwell Banker Commercial

At the end of 2015, as depicted in Figure 1 there was
17,521,000 Square Feet (SF) of retail space in the
High Desert. This reflects a 28% increase over the
beginning inventory for 2006. The City of Victorville,
which historically has been the dominant retail core for
the High Desert Region, accounted for 42% of the stock
of retail space. The cities of Apple Valley, Barstow and
Hesperia each represented approximately 17% of the
regions square footage of retail space. Adelanto, with
one neighborhood center and some additional retail
stores represented 1.6%. The rural, unincorporated
areas of the High Desert accounted for the remaining
3.5% of the retail stock.
A multi-tenant, junior anchor retail building adjacent
to the Super Walmart in Victorville was completed
and leased to Staples, Dollar Tree and Michaels. The
Tilted Kilt restaurant and bar and Planet Fitness also
opened in the Vallarta Market anchored Shopping
Center in Victorville. Tractor Supply open in a newly
constructed building immediately west of The Super
Target in Hesperia. Hesperia Speedwash, Habit Burger
Grill, Pieology Pizzeria, Petco and Firehouse Subs also
leased space in the new satellite buildings around the
Super Walmart in Hesperia.
As of the end of 2015 Neighborhood Centers with
4 million SF represented 23% of the retail space in
the High Desert (Figure 2). General retail buildings ,
which include freestanding buildings not in shopping
centers such as restaurants, automotive dealer ships,
and independent buildings on retail shopping streets,
represented 5.8 million SF; and constituted 33% of
the of retail stock. There was slightly more than 1.6
million SF in Strip Centers, which represented 10%. The
“Power Centers to Malls” category includes Community
Centers, Life Style Centers, Outlet Centers and Regional
Malls in addition to Power Centers.
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The Inventory of Power Centers to Retail Malls with
over 6.1million SF of floor area accounted for 35% of
the square footage of retail space in the High Desert.
A total of 4.2 million SF was delivered in the High
Desert over the past 10 years, of which 3.2 million SF
came online between 2006 through 2009 in response
to the growth in population that occurred from 2003
through 2008 when the annual increase in population
averaged 24,000. As the level of population growth
slowed significantly because of the Great Recession
the volume of retail development was significantly
curtailed. Only 1,033,000 SF were delivered over the
last 6 years. Three Super Walmart Centers and their
shadow retail stores accounted for approximately 80%
of the retail space added after 2009.
From 2006 through 2015, the cumulative Net
Absorption of retail space in the High Desert was 3.1
million SF (Figure 3). Of that amount 2.3 million SF
occurred from 2006 through 2008. The Great Recession
resulted in (167,000) SF of negative absorption in the
High Desert from 2009 through 2011. The increase
of 1,006,000 SF of occupied retail space in the High
Desert from 2012 through 2015 can be attributed to
the delivery and opening of Super Walmart stores in the
cities of Victorville and Hesperia as well as the opening
of Macy’s, Dick’s Sporting Goods and an expanded J.C.
Penney’s at The Mall of Victor Valley.
Over the 10-year period ending in 2015 74% of the
Net Absorption in the High Desert was in the Power
Centers and the Mall of Victor Valley; and in the last
4 years they absorbed 116% of the Net Absorption in
All Product Types. Neighborhood Centers experienced
a slight negative absorption over the same 10-year
period in spite of having suffered a (224,000) SF
continued on following page

❘ www.cbcdesert.com ❘ CalBRE #01857050

11

RETAIL REPORT
decline in occupancy over the last four years. The good news
is neighborhood centers did stabilize in 2014 and 2015. One
factor that added to the absorption of primary and junior
anchor space in older Neighborhood and Community Centers
was the increased Hispanic retailers in the High Desert. Strip
Centers accounted for 7% of the Net Absorption of retail space
in the High Desert from 2006 through 2015. For the last 5
years the occupancy level of Strip Centers has been stable.
General Retail space had a Net Absorption of 84,000 SF in
during the last 5 years and accounted for 549,000 SF or
18% of the increase in occupancy for the last decade. The
expansion of automotive dealerships in the City of Victorville
explains a portion of this absorption.
The rise in vacancy levels that began in 2008 and peaked in
2012 were mostly the result of the Great Recession; although
overbuilding during the recession also contributed to the
excess vacancy (Figure 5). By the end of 2015 the vacancy
rate for the High Desert had decreased to 10.2%, which
though high was significantly less than the 12.3% vacancy rate
at yearend 2012. With the exception of the City of Adelanto,
all the other incorporate areas had some degree of excess
vacancy at yearend 2015. Victorville had a vacancy rate of
9.0%, which was 4.6% lower than 2012, in part because of
expansions at the Mall of Victor Valley. The vacancy rate for the
Town of Apple Valley was 11.4% compared to 3.8% in 2007 .
Most of the Town’s excess vacancy was created in 2011 due to
the closing of the Lowes Home Improvement Center; and the
construction of a misplaced shopping center on Bear Valley
Road and Central Road. When adjustments are made for these
two facilities the vacancy rate in the Town is actually low. The
vacancy rate in the City of Hesperia was 6.9% in December
2015 down almost 190 basis points from two years prior.
Vacancy Rates increased from 2007 to 2009 for the four
retail product types, because of both the great recession. The
vacancy rate for Strip Centers increased from 4.8% at yearend
2006 to 13.1% in 2009 as new development pulled tenants
from existing Strip centers. Vacancy rates declined to 9.7% the
following year. By the end of 2015 the rate was10.1%, of which
4% was likely Excess Vacancy.
The vacancy rate for General Retail buildings increased from
3.5% in 2007 to 6.1% in 2009. The current vacancy rate is
5.8%. The Vacancy Rate for Power Centers, Community Centers
and the Mall of Victor Valley increased from 7.2 % in 2007 to
19.6% at the end of 2011. By the end of 2015 the vacancy
level fell to 10.5%. However, most of the excess vacancy is the
Lowes building, in older, functionally obsolete buildings and in
properties that suffer from locational obsolescence. At yearend
2006 Neighborhood Centers had a vacancy rate of 5.5%. Over
the next three years the vacancy rate increased to 11.6%. The
vacancy rate for Neighborhood Centers continued to increase
to 17.3% in 2012. By yearend 2015 the vacancy rate was
16.2%. The less desirable Neighborhood Centers are losing out
to Power Centers.
continued on following page
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Figure 3

High Desert Retail Net Absorption, Construction Deliveries
and Vacancy by Year 2006 through 2015
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Figure 4

High Desert Retail Net Absorption by Product Type
2006 - 2015
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Figure 5

High Desert Retail Vacancy Rates by Product Type
2006 - 2015
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Figure 6

Asking Annual Retail Rents per SF and Vacancy
Rates by Year 2012 Through 2015
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Two more Super-Walmart Centers are planned for Victorville
and Apple Valley. This could add an estimated 250,000 SF
of retail space to both the City of Victorville and the Town of
Apple Valley. In the case of Barstow an existing Walmart general
merchandizing store is being expanded by approximately
80,000 SF to create a Super Walmart. The expansion and
renovation is projected to be completed by the end of this year.
The Super Target was scheduled to be built next to the Home
Depot on Roy Rogers Drive in Victorville was postponed; and
it was announced that the existing Target on Palmdale Road in
Victorville would be closing.
New restaurant chains are continuing to expand in the High
Desert. Former Carl’s Jr. on Mariposa Road in the City of
Victorville was remodeled and opened as a Steak ‘n Shake.
A BJ’s Restaurant and Brewhouse is under construction in The
City of Victorville’s restaurant row near the Super-Walmart on
Armargosa Road.
Figure 6 is a summary of the average Quoted Rents got vacant
space in the High Desert for the last four years. These are
average asking rents as reported by Costar not negotiated
Effective Rents which are often significantly lower. The rents
reflect the NNN Rents and the NNN Charges, which reimburse
the Landlord for Property Taxes, Property Insurance and
Common Area Maintenance (CAM) expenses.

2008, Quoted Rents began to decline until they bottomed out at
the end of 2013. Effective rents have increased slightly in 2015;
but they remain substantially below the levels of go-go years of
2006 and 2007. When the development of Single Family homes
in the High Desert rebounds and the population growth begins
to approach long term expectations retail rents are projected
to increase significantly. Until then retail rents are expected to
experience incremental increases as retail sales in the High
Desert track with the temporary slow growth in population and
low rates of inflation.
Since the Great Recession of 2007 – 2009 the Inland Empire
and the High Desert have seen many higher priced retailers such
as Ralphs and Vons replaced by purveyors of more economically
priced goods and services including Walmart, 99 Cents Only
Stores, Dollar General, Family Dollar and Dollar Tree to name a
few. Also many operators have reduced the size for their stores,
as in most areas of the United States, real household income
for the lower 90% of the households based on income has
declined since the Great Recession forcing many to become
more cost conscious shoppers. This transition to more cost
efficient retailers is estimated to be more than 80% complete
for the High Desert. Most of the vacant space created because
of the Great Recession and over building that occurred has been
absorbed provided the building does not suffer from locational
and functional obsolescence.

Average annual Quoted Rents for a city can vary substantially
from year to year due to shifts in the quality and location of
product that is available for lease. Retail Rents peaked in
2007 and 2008. With the advent of the Great Recession in
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Capital Markets
Coldwell Banker Commercial Victor ville, California

Foreign Investment Drives Demand
Jason Lamoreaux

Jason Lamoreaux
President / Broker

Demand
Demand remained strong
throughout 2015 with a
steady increase in foreign
investment.

Inventory

Cap Rate

Demand for Net Leased Investment properties with
corporate tenants remained strong in 2015 with
an excess of capital perusing a limited inventory of
available properties. As a result, CAP rates fell to a
historic low of 5.35% ending 2015. Sales volume
for retail properties in 2015 at $205.8m was a
117% increase over 2014, however the statistics
are skewed by the sale of the Tanger Outlet Mall
in Barstow, California for $106.7m representing
a reported 5.8% CAP rate. When adjusted for the
sale of the outlet mall, sales volume increased
year-over-year 4.6%.

2014. Inventory remains limited with high tenant
occupancy, however, sales are primarily related to
end users.
An influx of foreign investment, primarily from Asia,
continues to drive demand while compressing
CAP rates. CAP rates in the High Desert remain
50 to 100 basis points above San Diego, Orange
and Los Angeles Counties for like properties, thus
providing a better return for investors. With the
competitive acquisition market in the metropolitan
areas, we anticipate demand to increase in the
High Desert for Net Leased Investments in 2016.

The retail sector in the High Desert experienced
several notable sales including The Shops at
Sales Volume by Buyer Type
Bear Valley in Victorville for $9.8m, the Mojave
Sales Volume by Buyer Type
River Crossings in Apple Valley for $5.25m, Bank
of America in Victorville for $2.85m trading at
a 4.69% CAP rate, Jack in the Box in Victorville
selling for $2.28m representing a 4.83% CAP
rate and Pep Boys in Victorville for $4.73m
representing a 6.0% CAP rate.

2015 remained a
The industrial sector had sales volume of $14.6m
seller’s market for Net
in 2015, down 28.7% from 2014, however, strong
Salesas
Volume by Buyer Type
Leased Investments
demand and a lack of inventory contributed to the
buyers outpaced sellers.

With demand out
weighing supply, CAP
Rates fell to 5.35% by
yearend 2015.

Coldwell Banker Commercial

decline in sale transactions. The price per square
foot for industrial properties as well as rental rates
increased year-over-year. As a result of robust
demand, CAP rates for Industrial properties fell
20 basis points from 7.0% in 2014, to 6.8% year
end 2015.
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Sales volume in the Office sector for 2015 was
$13.7m, representing a 57.1% increase over
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Land Market Watch
Coldwell Banker Commercial Victor ville, California

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

Jason Lamoreaux
President / Broker

Activity

Inventory

Current
Development

Sales and transactional
volume for land increased
significantly in the second
half of 2015 with a 26.8%
increase in transaction
volume, and a 19.1%
increase in total sales
volume.

Inventory of available
parcels increased over
prior year as activity and
prices increase.
Development activity
increased year-over-year
in Residential building,
as well as the Retail and
Office sectors. Activity
is anticipated to grow in
2016.

Coldwell Banker Commercial

Vacant land sales continued to recover in 2015 with
transactional volume up 26.8%, and a total dollar
volume increase of 19.1%. While experiencing positive
gains since the bottom of the great recession, vacant land
sales in the High Desert still remain a small fraction of
the volume experienced in 2005. Land sales in 2015 in
the High Desert represented 6.7% of total sales volume
of the peak of the land market in 2005. Why have land
transactions failed to experience the same recovery as all
other segments in the commercial real estate? There are
many contributing factors, and possibly; a silver lining.
Over the past three decades, the High Desert has
experienced two volatile real estate cycles which have
resulted in overbuilding in each cycle, followed by a
market correction. In each cycle, the values at the top
of the market, the bubble, have exceed prior peaks, even
when compared to straight-line valuation or adjusted
for inflation, and at the bottom of the correction, the
recession, real estate values have exceeded that of the
prior recession lows. While the peaks and valleys of the
real estate cycle are sharp and steep, values from cycle
to cycle have increased. With this historical knowledge,
one could assume our next market peak will exceed
prior values. However, the mild, but steady recovery in
land sales and development may indicate an alternate
conclusion.
The Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 was the most significant change
in financial regulation in the United States since the Great
Depression of the 1930’s. The reform was a reaction by
the federal government to stem financial problems on
Wall Street. The impact of Dodd-Frank was far reaching
effecting not only financial institutions, but the real
estate development industry. Lending for real estate
development became scarce, and remains difficult at this
time.
Unlike the mid 2000’s when development lending
was relatively available to all that completed a loan
application, lending institutions are reluctant today as the
Feds watch closely over their loan portfolio, and scrutinize
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any land or development transaction, regardless of the
strength of the borrow, loan to value, or viability of the
project. As such, new development has been restricted to
a few, thus tempering delivery of new development.
On one hand, Dodd-Frank has clearly slowed new
development; however, one could argue the silver lining
is a prolonged, steady real estate development market,
consequently reducing the potential of overbuilding and
a steep decline in a market correction.
In-fill vacant parcels, properties located within or near
existing development, remain in demand, and represent
the majority of current transactions. Retail commercial
parcels remain to lead sales activity as the retail market
continues to expand within the High Desert. We anticipate
an increase in activity for industrial/manufacturing parcels
in 2016 due to high demand and a limited inventory of
existing buildings. Residential, turn-key subdivisions will
experience increased activity as regional and national
builders increase production, and local builders increase
delivery of new, scattered single homes. We anticipate an
increase in land transactions and values in 2016.
•

•

34 SFR lots – $1,225,000; 17 lots – $1,157,000
Finished lots
18.90ac, 84 lots – $1,150,000
12.41 ac, commercial, Bear Valley and Hwy 395 –
$1,800,000
8.27 ac, Amargosa & Mojave Commercial –
$1,500,000
6.99 ac Main St & Escondido Hesperia –
$2,150,000
1.61 ac, Amargosa & Nisquali – $850,000
40 ac, Fresno & Dakota Apple Valley – $2,150,000
120 ac, Johnson & Navajo Apple Valley –
$3,452,500
1,560 ac, Former Safari Ranch, Helendale Road –
$1,968,000
398 ac, I15 & Wildwash – $1,200,000

•

268 ac, Cove and Gobar Road – $2,500,000

•
•
•
•
•
•
•
•
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Office Inventory by City in the High
Desert as of 2015
Office Inventory by City in the High Desert as of 2015
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Asking Office Annual Rents PSF, Vacancy Rates by Year and by High Desert Sub-Market 2000 - 2015
High Desert Office Net Absorption, Deliveries, Under Construction and
Vacancy by Year 2000 - 2015
Figure 2
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Office Market Watch
Coldwell Banker Commercial Victor ville, California

Over The Last 15 Years, Demand For Off ice Space In
The High Deser t Increased By 1.1 Million SF
Dr. Ronald J. Barbieri, Ph.D., CPA

Ron Barbieri

Senior Vice President

Vacancy

Vacanyc rates decreased
40 basis points ending
2015 at 5.7%.

Absorption
44,516 SF positive
absorption in 2015.

Lease Rates
Lease rates increased 3%
in 2015 to $1.37 PSF.

Coldwell Banker Commercial

As of yearend 2015 there were 855 office buildings in
the High Desert with a total Net Rentable Area (NRA)
of 5.5 million SF (Figure 1). The average floor area of
an office building at the end of last year was 6,448
SF. This compares to 4.3 million SF of office space
in 753 buildings that existed in the region prior to
January 2000. The average NRA of an office building
completed prior to the year 2000 was 5,762 SF. Over
the last 15 years the average floor area of the 101
office buildings delivered in the private sector was
11,564 SF. This reflects the suburban character of
the High Desert and the fact that it is primarily a
bedroom community for the Los Angeles Basin. Most
of the stock of office buildings consists of Class B
and C buildings. Local governments and public
agencies have built and own higher quality office
buildings that were completed between 2004 and
2011. The Town of Apple Valley built a 35,900 SF
Animal Services building and 22,800 SF Town Hall
Annex. The Mojave Water Agency built a 25,300 SF
Headquarters facility. The City of Hesperia and San
Bernardino County built approximately 183,000 SF
of public facilities that Costar classified as office
space. Victorville constructed a new 59,000 SF City
Hall.
The City of Victorville accounted for 48% of the total
inventory of office space in the High Desert; followed
by the Town of Apple Valley with 22%, Hesperia with
18% and Barstow with 10%. Approximately 3% of the
office stock was in Adelanto and the unincorporated,
rural areas accounted for less than 1% of the total
NRA of office space.
Over the 15 year period ending in 2015, a total of
1,326,000 SF of office space was constructed in the
High Desert (Figure 2); but the net increase in the
total inventory of office space was only 1,182,000
SF, which suggests 144,000 SF of obsolete space
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had been removed from the office stock. Higher
levels of office building construction began in 2000
and continued through 2009; however there was
little new construction starts after 2008. A total of
1,274,000 SF was delivered between 2000 and
2011. In the four years thereafter only 53,000 SF
was completed. As of yearend 2015 there was less
than 24,000 SF under construction, all of it in the
private sector.
From 2000 through 2015 the High Desert
experienced a Net Absorption of 1,100,000 SF.
Most of the increase in occupancy occurred between
2004 and 2010. During that 7-year period the
cumulative absorption was 886,000 SF, which
represented 81% of the total for the 15-year period.
From 2011 through 2015 office users only occupied
an additional 75,000 SF or 7% of the total increase
in occupancy over the last 15 years.
Over the last decade and a half, the Town of Apple
Valley absorbed 305,000 SF of office space;
Adelanto absorbed 27,000 SF; Barstow lost 12,000
SF of occupancy; Hesperia absorbed 322,000 SF
and Victorville experienced a 433,000 SF increase
in occupancy. The rural areas absorbed 6,000 SF.
Also, approximately 326,000 SF of this absorption
was in newly constructed government related
facilities that are currently underutilized. Local
governments will likely be able to accommodate
most of their expansion for the next 15 to 25 years
in their existing facilities; thus obviating the need for
such additional government facilities over the next
two decades. Approximately 28% of the Town of
Apple Valley’s absorption was in its own facilities. In
Hesperia, the city and county facilities accounted for
57% of the office absorption within its city limits. The
continued on following page
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Victorville City Hall accounted for 14% of that city’s increase
in occupancy. Adelanto’s City Hall accounted for 70% of
the Net Absorption of office space in that submarket. It is
highly unlikely there will be any significant increase in office
demand in the High Desert from this sector until after 2030.

Figure 3

High Desert Office Annual Net Absorption by City
2000 - 2015
250,000

The expansion of health services accounted for a substantial
portion of the increased demand for office space in the
region. Medical tenants have clustered around Saint Mary
Medical Center in the Town of Apple Valley, along Hesperia
Road north of Bear Valley Road in Victorville, as well as in
other office nodes. The primary tenants in the two office
builds in the SWQ of Bear Valley and Apple Valley Road are
in the Health Services industry while Kaiser Permanente has
established its medical office facilities on Park Avenue in
Victorville. All of the 48,000 SF of office space that was
either recently completed or is still under construction involve
medical tenants. The Health Services industry is expected to
continue absorbing office space in the High Desert. Most
of the office facilities that have been developed in the High
Desert are in buildings less than 15,000 SF; where at least
a portion of the space is preleased. Often the owner-builder
is a medical professional who occupies slightly more than
half of the building and leases the balance of the space to a
tenant also in the medical profession. It is also anticipated
that hospitals and other medical institutions will provide
for medical office space on the campus of their medical
centers. Saint Mary Medical Center added a 10,000 SF
office facility on its campus in the Town of Apple Valley.
Another recent trend is for some medical providers to locate
in shopping centers.
At the end of 2015 approximately half the demand for
office space consisted of the typical population supporting
suburban office tenants, which includes firms in the Finance,
Insurance and Real Estate industries and the professional
services providers including accountants, financial advisors
and attorneys. The demand for office space in the High
Desert from these employment sectors expanded greatly
as the population expanded from 2002 through 2007
continued on following page
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Figure 4
High Desert Office Yearend Vacancy Rates by City 2000 - 2015
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Figure 5

Quoted Office Annual Rents per SF and Vacancy Rates
by Year and by High Desert Sub-Market 2012 - 2015
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It is important to note that a significant portion of the
increase in demand for the office space owned by the
private sector involved governmental entities or organizations
funded by government programs. For example, Victor Valley
Elementary School District (VESD) purchased, renovated
and occupied a 32,000 SF office building in Victorville to
house its headquarters. A government funded educational
organization purchased the 6,000 SF former headquarters
building for the Mojave Water Agency in the Town of Apple
Valley. It is estimated that such organizations accounted for
more than a 33% of the absorption of office space in the
High Desert over the last 15 years. Such demand for office
space from this segment has continued to increase since
2011 and will likely continue expanding for the foreseeable
future; though perhaps at a reduced pace.
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before contracting from 2009 through 2011 as a result of
the Great Recession. This segment of the office demand
appears to have stabilized since 2012. As the population
growth of the High Desert accelerates this segment of office
space demand is also expected to expand, albeit at a more
subdued rate because of the trend to reduce the amount of
office space required per employee.

OFFICE REPORT

A significant change in office space has been the
consolidation of space per worker, which has reduced from
225 SF in 2010, to 176 SF in 2012, and is expected to
reduce further to 151 SF in 2017 according to CoreNet
Global Corporate Real Estate. The traditional model of
large offices has been replaced with Creative Workspace,
a model of smaller offices, open space work environment,
and open meeting areas, allowing employees to collaborate,
feel at home, while allowing them to become paperless
and mobile. This trend will continue as the Millennium
generation continues to expand in the workforce; and
because it reduces the occupancy cost for office space,
which is important to many of the small business owners in
the High Desert.
At yearend 2015 the vacancy rate for office buildings across
the High Desert was 5.7% (Figure 4), which was equivalent
to 316,000 SF of vacant space (Figure 2). This compared
4.1% in the year 2000 or 178,000 SF of unoccupied office
space. The vacancy levels peaked at 7.9% in 2009 due
to (24,000) SF of negative absorption and the delivery of
approximately 27,000SF of new space. The vacancy level
at the end of 2009 was 421,000 SF. At the end of 2015,
Barstow had the highest vacancy rate at 8.0% followed
by Victorville 7.4%. However, in the case of both cities,
the excess vacancy was in buildings that suffered from
functional and in some case locational obsolescence.
When the vacancy levels are adjusted for the latter, there
is little excess vacant space. The Town of Apple Valley had
a Vacancy Rate of 4.3%. The Vacancy Rate for Hesperia
was 2.1% and Adelanto’s was 1.5%. With the exception
of Barstow, Vacancy Rates have consistently declined since
2012. Barstow is a relative small market that experienced
a 200 basis point decline in its Vacancy Rate since the end
of 2014.
Rents are still well below replacement costs in the High
Desert; but not because of high vacancy levels. Rents are
suppressed because of the low level of absorption. Since the
end of the Great Recession the owners of existing buildings
have been lowering rents in order to keep the tenants in their
buildings. Landlords have been reluctant to lose tenants,
because during the years 2009 through 2011 there have
been far fewer tenants looking for space to lease. This is
why asking rents and effective rents in the High Desert have
declined from 2008 through 2012. For the three years
ending in 2015, asking office rents have increased. This is
reflected in Figure 5.

NNN Base Rent and the NNN Charges for Property Taxes,
Insurance and Common Area Maintenance (CAM). The rents
reflect the average of all the properties available for lease as
of the end of each year; and, as such, reflect the location,
quality and condition of the properties listed as well a
current market trends. Because the number of properties
listed for lease in the High Desert is substantially greater
than in any one city, reported rents for High Desert are
more stable and provide a better estimate of rent trends
for the region. Average Rents for the High Desert increased
from a low of $1.28 per SF in 2012 to $1.37 per SF in
2015. This is consistent with the assessment of real estate
agents who believe office rents have increased somewhat.
Recent increases in rents reflect a slight tightening of the
office market. Actual effective rents are still below the level
required to support the development of speculative office
space where none or little of the space is preleased.
The Sale Price per Square foot of office space has declined
since the start of the Great Recession. However, in 2014 the
sales price per Square Foot of floor area appears to have
bottomed out at a level substantially below replacement
costs. Land values for office space sites have firmed up in
2015. There is a large spread between the asking price for
buildings and land and what would be buyers are willing to
pay. Sellers want to participate in the anticipated increase
in market rents while Buyers are reluctant to capitalize
higher future rents. CBC has represented some clients in
their quest to purchase an existing office building. In several
cases, after an extensive search for a suitable property we
at CBC have recommended that they build a new facility.
Over the next five years there will likely be a continued growth
in the demand for office space in the High Desert due to
the expansion of the Health Services. Much of this increase
demand will likely by accommodated by professionals
and institutions in the Health Services industry developing
their own facility and occupying a substantial portion of
the building for their own use. Governmental organizations
involved in education and social services will likely require
a limited amount of additional office space; but it is highly
unlikely that any of the local governments will need additional
facilities; nor will they have the financial resources to funds
such capital expenditures. Finally, the increase demand for
office space from the typical suburban office space users
is not expected to materialize until there is a substantial
growth in population and household income as a result of
significant job formation in the Inland Empire and single
family home construction in the High Desert.

The Asking Rents depicted in Figure 5 are the sum of the
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DreamCars Relocates and Expands To
Dream Location

Coldwell Banker
Commercial Team Sells
120 Acres
Coldwell Banker Commercial’s Multifamily and
Land Specialist, Bob Basen, recently coordinated
the sale of 120 acres of vacant land in Apple Valley
near Joshua Road. The property has entitlements
for 200 lots for development of tract housing.
Good through 2017, the entitlements are an
excellent feature for developers, seeking valuable
land, ready for development.
Basen represented the seller of the 120 acre
property while Coldwell Banker Commercial
President, Jason Lamoreaux, represented the
buyer. The buyer, an out of area investor, recognized
the opportunity with the improving market
conditions and the developing areas of Apple
Valley. “This property was an excellent opportunity
for developers, specifically. With the approved lots
and ample acreage. The upward trending market
appears to offer many advantages in acquiring
commercial real estate while values currently offer
room for equity,” stated Basen.
Basen utilized Coldwell Banker Commercial’s
innovative marketing tools to advertise the excellent
investment property. Reaching over thousands of
commercial professionals and investors, the buyer
accepted the best offer from another Coldwell
Banker Commercial client.
Working alongside another Coldwell Banker
Commercial professional to coordinate the
purchase, provided both the buyer and seller with
an extremely swift and smooth transaction. “Our
firm truly seeks to provide both parties with the
most successful transaction possible. From the
purchase price, to the timeliness of the sale, we
work together to ensure both the buyer and seller
were pleased with the outcome,” stated President,
Jason Lamoreaux.
“The outlook for Q4 is looking positive in terms of
commercial land,” added Basen. “We have entered
a new stage of this real estate cycle and there
are some great land investment opportunities in
the High Desert. Savvy investors and builders are
jumping on these opportunities and creating real
value.”

Coldwell Banker Commercial

Coldwell Banker Commercial’s Steven Thompson, recently worked to bring the long time High Desert Auto
Repair shop, DreamCars Auto Repair, their newest location. Thompson represented DreamCars Enterprises,
Inc. in the purchase of their new ±7,940 square foot buildings located at 12792 Hesperia Road in
Victorville.
Thompson utilized Coldwell Banker Commercial’s advanced marketing and networking tools to help
his client find the perfect location to expand his business and gain further exposure from High Desert
residents. Additionally, Thompson went the extra mile, by driving around the High Desert and searched for
potential listings or properties that weren’t yet listed.
Although the buyers were under a strict deadline to keep the deal in motion, Thompson was able to stay
on target with excellent communication between the buyers and him, making for one extremely successful
transaction. Taking almost four months to close from start to finish, the transaction remained within both
the buyer and seller’s timelines and offered a great purchase price for both parties.
“Assisting DreamCars Auto Repair in finding their new location was a pleasure. I truly enjoy working with
local business owners and gaining insight into their business and business practices. DreamCars Auto
Repair is a true asset to our local residents. I was able to witness firsthand, their commitment to their
customers. DreamCars truly prioritizes their customers and work diligently to ensure their satisfaction with
each and every job. It was an honor to assist such a great local business in relocating and expanding their
shop,” stated Thompson.
“Steven Thompson was instrumental in helping us purchase this excellent commercial property for our
new location! We couldn’t have pulled it off without him. We look forward to working with Steven in the
future and the Coldwell Banker Commercial team. We are hoping to open our newest location sometime in
November or December,” stated DreamCars Auto Repair Owner, Stacy Berro.

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.”
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CURRENT
CONDITIONS

Housing Market

Housing Inventory in Relation to Sold Units

HIGH DESERT
OVERVIEW
ENDING 2015

$195,000

MEDIAN SOLD PRICE
_____________

1,336

Days of Inventory in Relation to Absorption

HOMES ON
THE MARKET
_____________

395

HOMES SOLD
DECEMBER 2014
_____________

14.7%

PRICE INCREASE
YEAR OVER YEAR
_____________

$110.00

AVERAGE PRICE PSF
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Inventory in Relation to Listing Price & Sold Price

Coldwell Banker Commercial Ranked Number One
Commercial Firm of 2015 – Six Years Running
According to The High Desert Association of REALTORS (HDAOR)
MLS 2015 commercial sales volume, Coldwell Banker Commercial
ranked as the number one commercial real estate firm in the High
Desert, making this the 6th year in a row as the High Desert’s
number one commercial real estate firm. This was achieved in part
through its strong branding, unique marketing and online services,
and its expert team of associates. With over $48.5 million in
commercial transactions for 2015, Coldwell Banker Commercial
accounted for a 20% market share, while experiencing growth over
the prior year. Coldwell Banker Commercial continues to set itself
apart as the Victor Valley’s commercial real estate expert.
In addition to Coldwell Banker Commercials’ impeccable customer
service and market knowledge, all of the top ranked associates
have helped propel the company to success. Unlike traditional
real estate firms where many agents work in the generalized field,
Coldwell Banker Commercial agents are skilled and knowledgeable
industry experts that offer their clients real-time industry reporting
and advice in every area of commercial real estate.

annual High Desert Real Estate Symposium, with over 200 in
attendance to learn about the market trends and hear from
national and regional industry experts. Coldwell Banker
Commercial’s semi-annual publication, the High Desert Market
Watch, experienced continued success with the expansion of
distribution and subscribers.

Coldwell Banker Commercial multi-family specialist Bob Basen also
achieved top ranking in multifamily by HDAOR. Basen works with
investors to buy a variety of property types, including apartments
and income properties and has successfully coordinated a large
variety of multi-family transactions in 2015.

“I am extremely proud of our team of associates. Each agent
has worked diligently this past year to provide our clients with
excellent customer service and expert market knowledge. Year
after year we challenge our team to improve, grow and expand.
By continually raising the bar for ourselves, we can ensure our
clients receive professional and inventive commercial real estate
services,” stated Coldwell Banker Commercial President, Jason
Lamoreaux. “Our support team of transaction coordination and
marketing personnel are second to none and are a large factor
in our success. We look forward to continued success and
further expansion in 2016.”

Other specialty fields practiced by Coldwell Banker Commercial
include office, retail, industrial and capital markets, all served
through veteran Coldwell Banker Commercial associates including
Ron Barbieri Ph.D., Nick Di Cosola, Steven Thompson and Wally
Linn.
In order to accommodate its continued expansion, Coldwell Banker
Commercial also welcomed two new agents, Jerrad Schendel and
Gary Rice, to its team of sales associates in 2015. Schendel
joined the Multi-Family division and brings a wealth of real estate
background while Rice has over 13 years of experience. Additionally,
the property management team expanded to service the growth of
the management portfolio which experienced double-digit growth
in 2015.
In March of 2015 Coldwell Banker Commercial held their second
Coldwell Banker Commercial
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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

•

Budgeting Control & Cost Containment

•

CAM Reconciliations & Budgeting

•

Financial Review & Analysis

•

Oversee Daily Property Operations

•

Lease Administration & Compliance

•

Fire/Life Safety Oversight

•

Vendor Service Contract Management

•

Receivership Services

•

Tenant Retention

•

Property Maintenance Oversight

•

Document Preparation & Review

•

Risk Management/ Insurance Compliance

•

Maintain Property Records and Leases

•

CC&R Management Enforcement

•

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

•

Emergency Procedures

•

Legal Eviction Processes & Default Procedures

•

Construction Management of Tenant Improvements

•

Tenant Improvement Oversight

•

Disaster Recovery Plan

R EAL ESTATE SOLU T IONS

2016

Property Management
Coldwell Banker Commercial Victor ville, California

Tenant Retention Tips:

The Coldwell Banker Commercial®
(CBC®) organization works closely with
you to provide comprehensive property
management services geared toward
reducing expenses and increasing
tenant retention. With access to 4,000
colleagues in over 500 CBC offices
across the globe, Coldwell Banker
Commercial

associates

have

the

cutting-edge technology tools, property
management expertise and market
knowledge to provide you with superior
management services. CBC associates
serve as the owner’s representative
throughout

the

entire

project

or

transaction.
CBC professionals come to their clients
as trusted advisors with innovative and
profitable ideas and solutions. Every
CBC professional is client-focused
and results-driven to meet the owner’s
expectations.

7
#
2
#
6
#
4
Tip:

#

Tip:

Tip:

Tip:

Coldwell Banker Commercial

❘ 15500 W Sand St. ❘

Pro-active Problem Search
Perform regularly scheduled “preventative maintenance checks.” Make
sure the tenants are aware of when such things are scheduled. Performing
these checks demonstrates a proactive approach as opposed to a “wait
and see” and allows you to find issues before they escalate to a stage
where they hand in their notice. Always ask if everything is acceptable or
if the tenant has any problems.

Improve Property Energy Efficiency
In today’s market, efficiency and sustainability are issues that tenants
are acutely aware of. An inefficient property can result in a loss of
tenants and even higher operating costs. As an alternative, look into
federal programs and tax advantages to retrofits of properties that result
in better efficiency and reduced operating costs. This could go a long way
in retaining tenants.

Respect Their Space
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.

Why Are They Looking To Leave?
When a tenant gives notice to leave, it’s vital to find out why. Perhaps
it’s an issue that you can’t solve such as a lack of space, but more than
likely it’s something that can be easily resolved. It never hurts to ask.

Victorville, CA 92392

❘

760-684-8000

❘ www.cbcdesert.com ❘ CalBRE #01857050
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High Desert Market Pulse
Gaither
Loewenstein
City of Barstow
Economic Development &
Planning Manager
2016 Off to Strong Start in Barstow
Commercial development in Barstow continues to
be strong in the first months of 2016. Among the
projects expected that have broken ground recently
are Montara Place, a shopping center featuring
roughly 300,000 square feet of retail space anchored
by a Super WalMart; Choice Medical Group’s new
17,000 square foot office facility, and three Asian –
themed restaurants totaling 8,500 square feet. Oggi’s
Pizza expects to open for operations mid-year, to be
joined by several additional restaurants currently
being reviewed for approval.
Hotel occupancy rates and restaurant sales growth in
the Lenwood Road/I-15 vicinity remain strong as the
City has completed review of one new hotel proposal
and is expecting submittal of additional hotel plans in
the very near future. Inquiries concerning vacancies
within the City’s existing retail centers continue to be
fielded and a significant reduction in the commercial
vacancy rate is anticipated in 2016. Negotiations with
the State Lands Commission and CalTrans concerning
acquisition of property located in the Spanish Trail
Specific Plan area continue to progress and it is
anticipated that development of this long-anticipated
project will commence in late 2016.
The City of Barstow’s Economic Development and
Planning Office is available to provide immediate
assistance, including market analysis, technical
assistance, site identification and preliminary design
and introduction to the City’s key decision-makers.
For additional information contact Gaither
Loewenstein, Economic Development and Planning
Manager at (760) 255-5177 or via email at
gloewenstein@barstowca.org.

Eric E. Schmidt
President
Exquadrum
Founded in 2002 by two natives of the High Desert,
Kevin Mahaffy and Eric Schmidt, Exquadrum, Inc.
is a small aerospace research and development
company specializing in rocket technologies. With
primary offices in Adelanto, Victorville, and Jupiter,
FL, Exquadrum invents new technologies primarily for
NASA and the Department of Defense, for scientific
pursuits and our national defense. More recently,
Exquadrum has diversified into technical services,
including engineering, specialty manufacturing, and
safety services.
The forecast for the aerospace industry in 2016
looks exceedingly positive, with growth resuming
due to travel demands, new technology applications,
and the defense sector as the major elements.
Exquadrum is no exception as it falls into multiple
areas poised for growth. New contracts from the Air

We are witnessing a new golden age of aerospace
and Exquadrum is proud to be representing our
region in its growth!

Lisa K. LaMere
City of Hesperia
Economic Development
Management Analyst
Hesperia finished 2015 with 93,554 square feet of
new, expansion and tenant improvement projects as
tracked by the Economic Development Department. Six
projects—Petco, Pacific Eye Institute, WaBa Grill, AM/PM,
Hesperia Speedwash, and another first-in-the- region
Habit Burger Grill—contributed $24.6 million in taxable
sales to Hesperia’s economy, along with 137 jobs. Also
included was a two-unit 9,985-square-foot, multi-tenant
office building on Walnut Street at Hesperia Road.
In 2016 development activity in the city began with
stellar opening sales for the first-in-the-region Tractor
Supply Co. (TSC), located west of Interstate 15 just
past the 533,000- square-foot High Desert Gateway on
Main Street. With a grand opening in January less than
five months after breaking ground, TSC reported initial
sales for their 18,800-square-foot retail store exceeded
company projections by 300%.
Joining Habit Burger Grill in The Marketplace on Main,
anchored by the Walmart Supercenter, are Pieology
Pizzeria, Yogurtland, Metro PCS, Great Clips and a nail
salon in the 14,000-square-foot multi-tenant building
along Main Street at Escondido. Pieology opened in
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force, NASA, Missile Defense Agency, and several
large commercial aerospace prime contractors are
fueling Exquadrum’s record growth with expansion
into new facilities and additional employees. The
disruptive and burgeoning commercial launch
business has emerged with additional opportunities
as well, with Exquadrum’s subject matter expertise
leveraged by these new systems. Redefining the
rocket industry, these systems are providing a new
era of national capability, scientific vision, and
excitement in our youth.

early February to rave reviews for the custom pizzas
and fresh salads; Yogurtland, another first for the region,
celebrated their ribbon cutting in February as well.
Look for future Hesperia business development in
2016, including a national grocer, a national automotive
franchise, and manufacturing and logistics companies.
Commercial, industrial, and office properties abound
throughout Hesperia, and this pro-development,
customer service-oriented City is serious about bringing
your business to Hesperia! To see how Hesperia
can work for you, contact Economic Development
Management Analysts Lisa LaMere and Rod Yahnke by
email at econdev@cityofhesperia.us. Appointments are
now being scheduled for ICSC’s RECon in Las Vegas,
May 22-25. Find us there in Booth S494P.

A Professional Perspective of our Community
Orlando Acevedo

Apple Valley’s economy continues to grow steadily with
year over year growth in housing starts, a downward
trending unemployment rate, and a major industrial
project in the pipeline. The Town of Apple Valley recently
took first formal steps to acquire the local water
company in order to curb escalating rates, improve cost
efficiencies and retain local control.

Hospitality service in Apple Valley remains
underserved and is a high business-attraction priority
for the Town. Business, community and sporting
events attract more than 65,000 visitors each year
to summer concerts and live-theater at Civic Center
Park, statewide soccer tournaments at Brewster
Sports Center, swim meets at the Junior Olympic-sized
aquatics facility, and state-wide training programs at
the Victor Valley College Public Safety Campus in
north Apple Valley. Guests currently need to travel 20
to 35 minutes for overnight accommodations.

Retail demand remains strong with several new
openings including Jimmy John’s Gourmet Sandwiches
which opened their first High Desert location in January.
JJ’s joins a long list of successful retailers who have
chosen Apple Valley as their first regional location,
including Pieology Pizzeria, Ulta Beauty, Jersey Mike’s
Subs, Osh Kosh B’Gosh and Carters. Les Schwab is
expected to open their first Southern California location
later this year at Lewis Retail’s Apple Valley Commons.

The Yucca Loma Bridge is nearing construction
completion with current projections for bridge
opening expected in 2017. Lastly, a 1.3 million
square foot distribution center is expected to break
ground in the North Apple Valley Industrial Specific
Plan Area later this year and will bring approximately
300 construction jobs and 400-500 permanent jobs.
Stay tuned for more information on the industrial
front.

Town of Apple Valley
Economic Development Manager

Rober t A.
Lovingood
First District Supervisor
San Bernardino County Board
of Supervisors
Commercial activity in the High Desert has turned the
corner and is picking up. Many middle-class families
in Los Angeles and Orange counties have been priced
out of the housing market and are moving inland. To
attract more industrial and skilled manufacturing jobs,
the County has launched a strategic manufacturers’
outreach campaign designed to identify opportunities
for businesses outside of the County to consider
expansion or relocation to the County and to identify
obstacles to expansion of existing county businesses.
The EDA is hosting educational workshops (March
2016) to prepare local manufacturers interested
in expanding their export base and engaging in
business-to-business match-making meetings. We’re
also running a campaign aimed at site selectors and
holding broker interface meetings.
For details, call my office at 760 995-8100 or at
SupervisorLovingood@SBCounty.gov.

Keith C. Metzler
City of Victorville
Asst. City Manager
With a population that recently reached 116,000,
the City of Victorville has continued to lead the
High Desert in growth trends. With a strong
business and development team, the city works
effortlessly in bringing new businesses to the
community. In 2015, the city welcomed 272
new businesses, 165 of which are retail and
manufacturing companies. The newest addition
to Victorville’s restaurant row is BJs Brewhouse
and Restaurant which began construction in 2015
and will open early February 2016. The Autopark
at Valley Center continued to grow when Desert
Fiat opened in fall 2015. The Southern California
Logistics Airport (SCLA) boasts an occupancy rate
of 90%+ and is set to expand with new industrial
and aviation development this year.
For more information, visit our website at www.
victorvillecity.com or contact the Economic
Development Division at (760) 955-5032.

Tom Steeno
Steeno Design Studio, Inc.
Steeno Design Studio is a full service licensed
architectural design firm founded in 1988 by
Thomas Steeno. The business climate that we
saw last year and continue to see in early 2016
appears to be promising. Commercial activity
is on an upswing, all the way from ground-up
projects, many of which are speculative, to
owner-occupied projects. Tenant improvement
projects are also on the rise filling up existing
vacant commercial space, plus we are also
seeing new multifamily projects with many of
the new units hitting the market by late 2016.
Custom and spec homes are also increasing in
numbers which we have not seen in years. Home
improvement is also on the rise, with additions
and personal garages being very popular and in
demand. Overall we have seen a significant rise
in business here at Steeno Design Studio.
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Coldwell Banker Commercial Sells
Site to International Hotel

Coldwell Banker Commercial Sells
16,000 SF of Office Space

Nick DiCosola and Ron Barbieri of Coldwell Banker Commercial have
coordinated the sale of a 1.61 acre retail pad located on Amargosa
Road in Victorville. DiCosola and Barbieri represented both the buyer
and the seller of the prime land property and were able to secure the
final sale price of $850,000.

Coldwell Banker Commercial’s Nick DiCosola and Ron Barbieri represented the
buyer and seller of a 16,000 square foot office building located in the center of
the Victor Valley. Located on Yuma Street in Victorville, the massive office space
is situated on 2.34 acres of land and is turn-key and highly equipped building.
With ample parking, high ceilings and an electrical backup generator onsite, this
property was highly sought after.

With excellent visibility from Interstate 15 and immediate access from
the newly constructed Nisqually/La Mesa Interchange, the land is prime
retail property and will be the future site of one of the Victor Valley’s
newest hotels. The buyer, an Arizona based hotel developer, plans to
develop a four story, 106 room, hotel onsite. The hotel will be a Home2
Suites property which is a brand of the Hilton Hotel chain.
“In order to secure serious interest for this property, we changed the
marketing tactic to attract a broader spectrum of potential retail clients.
Originally, Coldwell Banker Commercial was marketing this property
as a future restaurant site. When a restaurant operator could not be
secured, Nick and I worked to revamp the marketing tactic for this site.
After determining this a potential site for other retail options including
lodging, we were able to secure increased interest from new and viable
buyers,” stated Barbieri.
“Coldwell Banker Commercial’s marketing initiatives played a large
role in securing the buyer for this site. The buyer originally reached
out to Barbieri and myself following interest in another property which
featured one of our brokerage signs. After discussing and understanding
their commercial real estate needs, we presented them with this
excellent opportunity that we deemed to be a perfect fit. The all cash
offer allowed for a very swift transaction. Once the Victorville Planning
Commission approved the plans for the hotel, the buyer and seller were
both satisfied with the final price and timeliness of the transaction,
stated Di Cosola.

With a final sales price of $1.6 million, DiCosola and Barbieri were able to
coordinate a smooth and timely transaction that offered a purchase near listing
price for the sellers while meeting the buyers goals.
The seller, The City of Victorville, requested a proposal from commercial real
estate brokers in 2013 to represent the sale and/or lease of selected properties.
DiCosola and Barbieri submitted an extensive response and were selected to
sell and/or lease various properties including the Yuma Street building. Both
DiCosola and Barbieri actively network in the High Desert and in doing such,
have received numerous referrals which led to the inquiry for representation by
the buyer of the Yuma Street property.
The Coldwell Banker Commercial team began marketing the property in March
of 2015. After securing numerous, competing offers in a sealed bid process
Victorville’s City Council approved the sale to the final buyer as it resulted in the
highest net cash proceeds to the City.
“Although the property offered many amenities, it did sit vacant for some time
and will be requiring improvements due to the deferred maintenance and for the
specific use of the buyers,” stated Barbieri.
“This was an excellent outcome for both the buyer and seller. Coldwell Banker
Commercial’s innovative marketing tools are always a great resource to market our
listings. In addition to marketing, our diligent networking has been a tremendous
resource in securing a buyer for the property,” stated DiCosola.

Coldwell Banker Commercial’s Bob Basen Sells 18 Units Multi-Family Portfolio
Coldwell Banker Commercial Vice President and Multi-Family Specialist, Bob Basen, coordinated the sale of a Multi-Family property portfolio in the High Desert. Two of the properties
are located in Adelanto and one in Victorville totaling 18 units. This acquisition proved to be excellent addition to the Buyers portfolio.
Basen represented both the sellers and buyer of the three properties. The sellers are local investors and the buyer is a private equity group out of Rancho Santa Fe, CA. Basen worked
closely with the buyer and sellers to close the portfolio of apartment investment properties. Due to Basen’s long standing history in the Multi-Family industry, Basen has developed an
extensive client list for those interested in buying and selling investment properties, allowing Basen to quickly market and coordinate successful transactions.
“This was a great opportunity for the buyer to acquire three investment properties which were competitively priced. Representing both the buyer and the sellers allowed me to coordinate
the transaction in a timely matter while working to ensure both the buyer and sellers were highly satisfied with pricing and terms. Maintaining excellent communication with both parties, allowed me to work swiftly in order to close this transaction. I continually strive to offer all clients and parties with excellent customer service while building long lasting business
relationships, which typically affords me more opportunities to work with them in the future,” stated Basen. “I knew the criteria and strategy of the buyer from working with him in the
past and knew these properties would be a great addition to his portfolio.”
The three apartment complexes totaled over 15,000 square feet. The Adelanto properties offered 8- two bedroom, one bathroom units while the Victorville property offered 9 -two
bedroom, one bath units and one two bedroom, 2 bath unit. Each of the properties offers easy access to highly traveled routes such as Highway 395 and Interstate 15, providing
convenient transportation routes for tenants.
Basen utilized his extensive list of clients and Coldwell Banker Commercial’s innovative marketing tools to locate a buyer for the three properties.
Coldwell Banker Commercial
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ECONOMIC REPORT

WHICH HAS THE FASTEST RATE OF EMPLOYMENT GROWTH:
TEXAS OR THE INLAND EMPIRE?
By: Ronald J. Barbieri, Ph.D., MBA

The level and rate of employment growth in a region has a substantial
impact on its population growth and real estate markets. This analysis looks
at changes in employment level for the State of California, the Southern
California Region, the Inland Empire (Riverside and San Bernardino
Counties) as well as the Counties of Los Angeles, San Diego, Ventura and
Orange County.
It
analyzes Figure 1
changes
in
employment
levels and rates
of growth from
the start of the
Great Recession
to the present.
Changes
in
employment
related
to
the
above
ge o gr a p h i c a l
areas
are
compared to
changes for the
United States
and to the
State of Texas,
because it is
the fastest growing region in the nation both in terms of employment
and population over the last decade. Analysis begins with a review of
cumulative changes in employment from November 2007 to the present
in order to ascertain the extent to which employment levels in each area
was negatively impacted by the economic downturn and the degree to
which the employment level of each area has rebounded. The next stage
of analysis compares their respective growth rate after the recession. Next,
this study compares the number of jobs added in each geographical area
for each of the three years ending in 2015 and the corresponding rate of
employment growth.
In each case the results were compared to the State of Texas, the poster
child for employment and population growth. The results were surprising;
and suggest that within a few years it is likely the Inland Empire will again
become one of the fastest growing areas in the United States. After all,
its employment has been growing at a significantly faster rate than Texas
for the last three years and changes in population usually track with
increases or decreases in employment. However, the cumulative impact
of employment changes on the population of a region typically lags
employment by two to four quarters, because Individuals who become
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unemployed first seek to find a job where they live. If they are unable
to find local employment many will relocate to a new geographical
area.
The Cumulative Percentage Change in Employment from November
2007
levels
is depicted in
Figure 1. NonFarm
Payroll
E m p l oy m e n t
in the United
Sates began
to
decline
in
February
2008 from its
prerecession
peak.
By
February 2010,
total
payroll
e m p l oy m e n t
had declined
by
6.3%.
Thereafter
it
continually
increased. By
the end of 2015
it had rebounded to a level 3.52% higher than it was prior to the start
of the Great Recession. Employment in California followed a similar
contraction and expansion pattern. The erosion of employment in
the state began at about the same time; but the decline was greater.
The state’s employment levels suffered an 8.44% decline before
bottoming out in December 2009. By December 2015, California
had recovered all the jobs it had lost during the recession and
added additional jobs so that Total Payroll Employment was 5.82%
greater than it was before the start of the economic downturn.
The six-county Southern California Region is comprised of Los
Angeles, Orange County, San Diego, Ventura Counties as well as
Riverside, San Bernardino Counties, which are often referred to as
the Inland Empire. Employment in the Southern California Region
began declining in February 2008. It bottomed out March 2010
after declining 10.67%. By yearend 2015 payroll jobs had exceeded
the peak of the last cycle by 3.48%. The Inland Empire began to
experience a loss in Non-Farm Payroll Employment in August 2007,
which was earlier than the other counties in Southern California. This
was due in part to the reduction in housing starts, caused by the
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decline in single family home sales that began in March 2006. By February
2010, employment levels for Riverside and San Bernardino Counties had
declined by 11.80%. The Inland Empire was the last area to begin a solid
recovery. This did not occur until June 2011. Thereafter Riverside and San
Bernardino Counties experienced the fastest rate of employment growth in
the Region. By December 2015 the Non-Farm Employment level as 4.44%
higher than prerecession levels.

was up by 15.91%, The Southern California Region rebounded by
12.82%, while the Inland Empire experienced an increase of NonFarm Employment of 16.14%, which was slightly more than Texas.
Since the middle of 2011, the Inland Empire experienced a rate of
employment growth substantially greater than the State of Texas.

Percent of Pre-Recession Employment

The Rate of growth for the Southern California Region was less than
California as a whole and less than Texas, because some of the
It is informative to compare the changes in employment in the Southern Counties in the Southern California Region are constrained by the lack
California
of undeveloped
Region to the Figure 2
land that could
Cumulative Percentage Increase in Payroll Employment in
State of Texas.
be used to
the U.S., Calif., Texas, Southern Calif. and Inland Empire by
build
large
From November
Month Since Start of the Recovery 2010 - 2015
warehousing
2007
through
18.00%
and distribution
August
2008,
16.00%
facilities
or
the first year of
14.00%
manufacturing
the
recession,
facilities. The
Texas increased
12.00%
large
parcels
by 1.04% before
10.00%
of
land
it began to
8.00%
necessary
to
suffer a decline
6.00%
accommodate
in employment.
4.00%
s u c h
By
December
2.00%
development
2009, the Payroll
0.00%
are
only
Employment
-2.00%
available in the
declined
by
1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49 51 53 55 57 59 61 63 65 67 69 71
Inland Empire.
3.04%. By the
Months After the Start of the Recovery from the Recession
I n c i d e n t a l l y,
end of 2015
United States
California
Southern Calif.
Inland Empire
Texas
Non-Farm
it increased to
P a y r o l l
113.17%
of
prerecession levels, which represents a 13.17 % increase. This compares Employment tallies reflect where the jobs are located rather than
to increases of 3.52% for the U.S. and 5.82% for California. However, the where the employees reside.
primary reason for the difference in growth over the last 8 years between
Texas and some of the regions in California is that Texas only suffered a small The percentage change in employment for the Southern California
and short contraction in employment due in part due to the expansion of Region, the Inland Empire and the four other counties in the region are
its energy related industries. Whereas, California did not participate much in summarized in Figure 3. The rate of growth for the Southern California
the growth of the energy industry, while the loss of jobs caused by cutbacks Region was impeded by the slower growth rates of Los Angeles
in residential construction were extensive. This was especially true for Single County, which had a cumulative increase of 11.65% and Ventura
County where employment increased by 9.56% from the level at the
Family home construction in the Inland Empire.
end of the Great Recession. Orange County experienced an increase
The cumulative percentage increases in Non-Farm Payroll Employment of 13.30% over the 71 month period, while San Diego increased by
from November 2010 through December 2015 is depicted in Figure 2. The 13.67%. The Inland Empire with its cumulative employment increase
employment data, which was obtained from the Bureau of Labor Statistics of 16.14% also contributed to the high growth rate for the 6-county
(BLS), is for the United States, California, Texas, The 6-County Southern region.
California Region and the Inland Empire. The employment recovery from
the Great Recession began in November 2010. In the Case of the Inland The increases in actual employment levels for the 3-year period end
Empire it did not begin on a sustained rebound until June of 2011. By the in December 2015, as well as the total number of employees at
end of 2015, the U.S. employment level was 9.82% greater than it was yearend 2015 are summarized in Figure 4 for the States of California
at the end of the Great Recession. California was 14.26% higher, Texas and Texas as well as for the Southern California Region and each
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Percent of Pre-Recession Employment

of the counties within the region. California with 16,320,000 Non-Farm
Diego had 12% of the employment level and an equal percentage
Employees had the largest employment base. From 2013 through 2014
of the growth in employment. Over the three year period Orange
its annual increase in employment varied between 459,000 and 471,000.
County and San Diego County had approximately the same rate of
The total increase in employment for the three year period was 1,392,000.
employment growth as the State of Texas.
Texas, which had a Total Employment of 11,916,000 in December 2015,
experienced a decline in the level of employment growth of from 407,000
Figure 5 depicts the growth in employment for years, 2013, 2014
in 2014 to 167,000 last year. Over the three year period Non-Farm Payroll
and 2015 as a percentage of each year’s beginning employment
Employment in Texas increased by 875,000. This was 63% of the increase
level. It also derives the growth rate for employment over the entire
for California, even though total employment in Texas was 73% of the level
three-year period by dividing the total increase in employment by
in California. During the three year period Texas experienced slower rate
the number of individuals employed in each geographical area at
of growth than
the beginning of
Figure
3
California.
2013.
This
Cumulative Percentage Increase in Payroll Employment by
analysis was
County in Southern California by Month Since Start of the
done
for
Southern
Recovery 2010 - 2015
United States,
California had
18.00%
California,
8,986,000
16.00%
and
Texas,
employees at
14.00%
The Southern
the end of last
12.00%
California
December;
Region,
the
or 75% of
10.00%
Inland
Empire
that of Texas.
8.00%
and
the
The
Region
6.00%
remaining four
realized
a
4.00%
counties in the
growth
in
2.00%
region.
e m p l oy m e n t
0.00%
of 688,000,
-2.00%
The Employment
which
was
1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49 51 53 55 57 59 61 63 65 67 69 71
Growth
Rate
79% of the
Months After the Start of the Recovery from the Recession
over
the
three
e m p l oy m e n t
Los Angeles
Orange County
Southern Calif.
Inland Empire
San Diego
Ventura
year period for
increase
in
the U.S. was 6.04%. The annual rate of growth rate for the nation
Texas. The annual employment growth in the region ranged from 224,000
ranged from 1.77% to 1.88%. California, with its diversified economy
to 237,000. The employment base of the Inland Empire was 1,351,000;
experienced a 9.33% increase in Non-Farm Employment over the
or 11% of that of Texas. Yet Riverside and San Bernardino had an increase
same period. The annual increase in the state’s employment ranged
in employment of 151,000, which was 17% of the increase in Texas.
from 2.9% to 3.09%. The 3-year growth rate for Texas was 7.93%,
During the last three years the employment in the two counties increased
which was significantly less than California; but more importantly
at a significantly faster pace than the Lone Star State. The Inland Empire’s
the job increase in Texas in 2015 was only 1.42%, down from
annual increase in employment ranged from 47,000 to 58,000 Employees.
3.59% in 2014. It appears the major decline in the price of oil is
having a negative impact on the employment in Texas. Over the three
Los Angeles County, by far the largest county in the region with 4,370,000
years, employment in Southern California grew by 8.29%, which was
employees realized an increase in employment of 300,000 that was
more than the State of Texas. The annual growth rates were fairly
fairly evenly disbursed over the three year period. Los Angeles County
consistent, ranging from 2.56% to 2.86%. The Inland Empire had
employment level was 37% of the level of Texas at yearend; and it
the highest rate of employment growth at 12.56% for the three years
experienced 34% of the increase in jobs compared to Texas. Los Angeles
ending in 2015. The individual annual growth rates for Riverside and
County’s employment base grew at a slightly slower rate than Texas. Orange
San Bernardino Counties ranged from 3.59% to 4.81%. The threeCounty and San Diego Counties growth rate was approximately the same
year rate of employment growth for the Inland Empire was 1.58
as Texas. Orange County, with an employment of 1,558,000 that was 13%
times that of Texas; and in 2015, the Employment Growth Rate for
of the level of Texas, had experienced an increase of 115,000 jobs, which
the Inland Empire was 1.76 times that of the State of Texas.
was also 13% of the job growth in Texas. San Diego County added 34,000
to 37,000 each year for a total of 107,000 jobs over three years ending in
In fact, last year the percentage increases in Non-Farm Employment
2015. At that point in time San Diego County had 1,406,000 jobs. San
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for all the geographical areas reported on in Figure 5 were substantially
greater than the 1.42% realized in Texas.

No. of Employees in Thousands

recession. As of last December it replaced all the jobs that were lost
plus additional jobs equal to 4.44% of its precession employment
level. If it is assumed the workforce of the Inland Empire also increased
Los Angeles County saw its employment base expand by 7.36% over the three
approximately 1% per year for eight years; the growth in employment
years ending in 2015. Orange County had experienced an increase of 7.94%,
for the two counties would have to increase by an additional 8%; or an
which was essentially the same as Texas. Employment in San Diego County
estimated 3.5% more than was actually the case. If the employment
grew by 8.24%, which was slightly more than Texas. However, Los Angeles,
in the Inland Empire increased at a 3.5% annual rate for the next
San Diego and Orange County were supply constrained because they lack
two years, the employment market for individuals in the Inland
undeveloped land that could be used to accommodate employment growth,
Empire would appear to be healthy like it was before the recession.
especially
The cumulative
increase
of
in
industrial Figure 4
7.0% less the
facilities and for
Increase in Non-Farm Payroll Employment from 2013 -2015
2% growth in
the development
for the CA, TX and Various Counties in Southern California
the
workforce
of
moderate
Including the Inland Empire
1600
18,000
would absorb the
cost housing.
16,000
1400
remaining excess
Because
of
14,000
employment
land constraint
1200
12,000
in the Inland
it is highly likely
1000
10,000
Empire.
This
that over the
800
8,000
analysis does not
next
decade
600
6,000
consider changes
an increasing
400
4,000
in employment
proportion
200
2,000
due to Domestic
of
Non-Farm
0
Southern
Inland
Orange
California
Texas
Los Angeles
San Diego
Ventura
in
and
out
Employment
Calif.
Empire
County
2015
459
167
224
47
93
41
37
6
Migration to the
growth in the
2014
471
407
227
46
98
45
36
3
Region and the
Southern
2013
462
301
237
58
109
29
34
8
Inland Empire. It
California
Total Emp -- 2015 16,320
11,916
8,986
1,351
4,370
1,558
1406
301
also assumes a
Region
will
2013-2015
1392
875
688
151
300
115
107
16
high percentage
occur in the
of the individuals
Inland Empire.
that are no longer active in the workforce will participate again as
the labor market tighten and real wages increase. Nevertheless, such
An obvious question is: Why do the inhabitants of the Southern California
inaccuracies do not invalidate the basic conclusion that over the next
Region and the Inland Empire have such a negative view of the employment
two to three years real unemployment in the region and the Inland
market if the rate of employment growth is so high? The answer is as follows:
Empire could decline to a level that would put upward pressure on
The growth in employment had to replace the jobs lost as well as create
wages and enable individuals to gain confidence in their employment
new jobs for the increase in the labor force due to population growth. As
situation. It should be noted that a mild recession could delay this
reported in Figure 1, Payroll Employment for the Southern California Region
scenario by an additional year or so.
declined by 10.67% during the Great Recession. By the end of 2015 the
growing economy replaced all the jobs that were lost in the region and
If the rate of employment growth in states such as Texas that benefited
added an additional 3.48% to the employment base. However, since the
from the expansion of their energy sector remains depressed over
start of the recession workforce increased approximately 1% per year for
the next few years, because of relatively low oil and gas prices, it
eight years; hence the growth in employment would have to increase by an
would be expected to increase the rate of population growth and
additional 8%; or an estimated 4.5% more than was actually the case. If
the level of household formations in California. Slower employment
the employment in the region increase at a 2.5% annual rate for the next
growth rates in states like Texas would tend to reduce the level of
three years, the employment market would be tight like it was before the
Domestic Out-Migration in California, resulting in higher rates of
Great Recession. A cumulative increase of 7.5% less the 3% growth in the
population growth. This shift in the migration patterns has already
workforce over the three year period would absorb the remaining excess
started to occur in Fiscal Year 2014, which ended on June 30th. This
employment.
subject is discussed in detail in CBC’s Supplemental Housing Report
on Southern California and the Inland Empire, which was authored by
Similarly, the Inland Empire lost 11.80% of its employment during the
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Dr. Barbieri and published by CBC in October 2015.

Empire during the four year period ending in 2015. The industrial
categories are then ranked based on their percentage of the Total
Growth in Non-Farm Payroll Employment.

Percent of Beginning Employment

Another important issue is the compensation level of the jobs that were
created in the Inland Empire and the proportion that are full time. Figure 6
summarizes the number of jobs in that existed in each industrial sector at
The change in employment for the top six employment sectors
yearend 2011 compared to 2015.The employment levels were obtained from
accounted for 82.8% of the increase in jobs over the four year period.
“The U.S. & Inland Empire Economic Forecast 2016” published by the A. Gary
Of the six industry sectors only Leisure & Hospitality, which accounted
Anderson Center for Economic Research and the George L. Argyros School
for 15.0% of the growth in employment is considered to have a lower
of Business & Economics at Chapman University (The Chapman University
compensation level. It does not appear that “hamburger flippers”
Forecast). The
are replacing well
increase
or
paying, full time
Figure 5
decrease in level
jobs in the Inland
Percentage Increase in Non-Farm Payroll Employment from
of employment
Empire.
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USA,
CA,
TX
and
Various
Regions
in
over the four
year period was
Furthermore,
Southern California Including the Inland Empire
the
Chapman
calculated for
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12.00%
Forecast states:
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10.00%
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0.00%
United
Southern
Inland
Los
Orange
California
Texas
San Diego
Ventura
spending,
the
year
period
States
Calif.
Empire
Angeles
County
Inland Empire will
184,979 were
2015
1.88%
2.90%
1.42%
2.56%
3.59%
2.17%
2.69%
2.73%
2.11%
2014
2.27%
3.06%
3.59%
2.66%
3.68%
2.34%
3.04%
2.66%
0.86%
show relatively
created in the
2013
1.77%
3.09%
2.73%
2.86%
4.81%
2.68%
2.01%
2.63%
2.64%
strong growth in
Inland Empire. In
2013-2015
6.04%
9.33%
7.93%
8.29%
12.56%
7.36%
7.94%
8.24%
5.70%
Job formation. On
December 2015,
an annual basis,
the employment
the Inland Empire
level for the
is forecasted to generate about 44,000 jobs in 2016, an increase
Inland Empire reached 1,333,004. Education and Health added over
of 3.3 percent. We project most of the new jobs to be generated
40,361 jobs; Leisure & Hospitality accounted for almost 27,776 of the
[will be] in the professional & business, education & health services,
increase in employment; Transportation & Warehousing employment
leisure & hospitality, transportation & warehousing sectors.”
increased by 26,052; the Professional & Services sector added 23,500;
Construction increased by 21,858 jobs; the Durable Goods Manufacturing
As workers become more economically secure they are expected
sector created 5,991 and Non-Durable Manufacturing employment
to become more inclined to move out and established their own
increased by 2,147.
households. This would tend to increase the overall demand for
housing in the Region. Higher income levels would also increase the
Employment in Wholesale Trade was up 13,547, while Retail Trade
demand for single family homes, especially amongst the millennials
expanded by 10,963. State and Local Government employment increase
who have postponed marriage and children for economic reasons.
by 6,001, while Information Services contracted by 1,016. While many of
Many of the Single Family homes would have to be built in the Inland
the jobs in Retail Trade and Leisure and Hospitality sectors tend to be part
Empire and the High Desert. The soaring cost of residential land in
time and represent lower wage jobs, a substantial portion of the job growth
the counties along the coast in Southern California is expected to
was in industries that had higher compensation levels and more full time
accelerate the shift in the demand for single family homes to the
employment positions.
Inland Empire where new homes can be delivered at an affordable
price.
Figure 7 depicts the change in employment between 2011 and 2015 for
each of the major employment sector as a percent of each sector’s 2011
Dr. Barbieri can be reached at rb@cbcdesert.com or at (760) 684employment level. The graph also summarizes the change in the number of
8048 (Direct)
jobs for each sector as a percent of the total increase in jobs for the Inland
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Figure 6

Inland Empire - Changes in Payroll Employment
From 2011 to 2015
1,400,000
1,200,000
1,000,000

Employment

800,000
600,000
400,000
200,000
(200,000)

2011

2015

Mining and Natural Resources

1,042

1,197

Change
155

Construction

59,075

80,933

21,858

Durable Goods Manufacturing

55,825

61,816

5,991

Non-Durable Manufacturing

29,275

31,422

2,147

Wholesale Trade

49,167

62,714

13,547

Retail Trade

10,963

158,517

169,480

Utilities

5,833

5,496

(337)

Transportation & Warehousing

62,950

89,002

26,052

Financial Activities

39,933

44,231

4,298

Information Services

12,200

11,184

(1,016)

Professional & Business Services

126,017

149,529

23,512

Education & Health

157,592

197,953

40,361

Leisure & Hospitality

124,033

151,809

27,776

Other Services

39,092

43,720

4,628

Federal Civilian Government

21,267

20,308

(959)

State & Local Employment

206,208

212,209

6,001

Total Payroll Employment

1,148,025

1,333,004

184,979

Figure 7

Inland Empire - Percentage Changes in Payroll
Employment by Industry From 2011 to 2015
300.0%
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Education & Health

25.6%

21.8%

Leisure & Hospitality

22.4%

15.0%

Transportation & Warehousing

41.4%

14.1%

Professional & Business Services

18.7%

12.7%

Construction

37.0%

11.8%

Wholesale Trade

27.6%

7.3%

Retail Trade

6.9%

5.9%

Durable Goods Manufacturing

10.7%

3.2%

State & Local Employment

2.9%

3.2%

Other Services

11.8%

2.5%

Financial Activities

10.8%

2.3%

Non-Durable Manufacturing

7.3%

1.2%

Mining and Natural Resources

14.9%

0.1%

Utilities

-5.8%

-0.2%

Federal Civilian Government

-4.5%

-0.5%

Information Services

-8.3%

-0.5%

Total Payroll Employment

16.1%

100.0%
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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

