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DID YOU KNOW? A total of 1 1.2 percent of local industrial space was available for rent in
the first quarter, Voit Real Estate reported – up from 9.8 percent a year ago.
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DataQuicks median home price for the
month of March is up 12.2% over a year
ago with increases in 61 of the countys
83 ZIP codes.
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The median for single-family resales is
up 19.4% over a year ago, to $515,000.
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ECONOMIC NEWS MOVING THE MARKETS THIS WEEK

Will demand continue to blossom
for O.C. housing? Altera Real
Estates every-other-week report
drops hints.

Watch profit reports from banks, like
US Bancorp, to see if real estate woes
are ebbing.

Look for signs of economic
recovery in the Realtors report
on nationwide sales of existing
homes in March.

Eyeball Wells Fargo Bank earnings for
more mortgage-payment trends.

HOME SALES IN ORANGE COUNTY

DISTRESSED SHARE OF SALES
The 2,814 foreclosures and short sales
on the market is down from 4,092 a
year ago.
31.6%
April 1

Homebuying was up 9% in March vs.
year-ago sales. However, resale singlefamily home numbers were up just
4.2% in the same period.
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What are the odds that the
national numbers on new home
sales in March will be very
encouraging?

MARKET TIME IN MONTHS
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The time it would take to
theoretically sell all the listed
homes in Orange County at the
current buying pace is down in
good part due to a reluctance
of owners to put their homes
on the market at current prices.
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INVENTORY OF HOMES FOR SALE

8,911

HOMES LISTED AS OF APRIL 1

Up from 8,776 two
weeks earlier.
Of the total listings,
2,092 were priced at
$1 million or more.
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30-YEAR FIXED MORTGAGE RATE

5.07%

AVERAGE, WEEK ENDING APRIL 15

Down from 5.21% the
week before.
The 15-year fixed rate
was 4.40%, down from
4.52% the week before.
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MORTGAGE DEFAULTS

1,935

MONTH OF MARCH

Thats down 44.5%
compared with a year ago.
Are anti-foreclosure
programs working? Defaults
were up 9% from February.

Sources: MDA DataQuick, Steve Thomas of Altera Real Estate, Construction Industry Research Board, Bureau of Labor Statistics, Freddie Mac
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FORECLOSURES
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Thats up 33.6% from a
year ago and up 20.5%
from Februarys total.
Banks may be getting
serious about cleaning up
troubled loans.
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RENT COST CHANGE
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SOCAL RENTER INFLATION

The drop for the year
ended March is the sixth
straight month of
declines, the longest such
streak since 1994-1995.
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BUILDING STARTS

198

RESIDENTIAL PERMITS IN FEBRUARY

Up 87% from Januarys
106 permits.
Of Februarys permits, 85
were for single-family
homes.
The Register

REAL ESTATE Q&A

Values slashed at warehouses, factories
By JEFF COLLINS
THE ORANGE COUNTY REGISTER

Newport Beach-based
Hager Pacific Properties
invests in a variety of
commercial properties
throughout the country.
Its portfolio consists of
more than 100 assets
ranging from 25,000
square feet to over a million. They include office
buildings, research and
development complexes,
apartment buildings, community shopping centers,
warehouses, 3,000 apartments and 10 million
square feet of industrial
space.
Rob Neal, a managing
partner at the firm, is
Hager’s industrial specialist. We asked him recently
what’s going on with that
segment of the market
that includes factories and
warehouses.

Q: While all commercial
properties have had falling
rents and rising vacancies,
the impact appears to be
much less on industrial properties in O.C. How come?
A: Industrial availability –
not vacancy – in Orange
County has actually doubled from 2007 through
2009, but still stands at a
fairly manageable level of
11 percent. Comparably,
office and retail availabilities have soared. As
Orange County has been
essentially built out for
years from an industrial
perspective, it is very difficult to add to the stock of
industrial. Hence, market
vacancies in industrial
tend to be lower than other product types.
Q: How is industrial different from other real estate
segments?
A: Industrial differs from
other real estate segments

by catering to users’ different needs. This segment’s
owners generally have less
debt on their buildings
than office or retail. Also,
capital expenditure per
square foot is low in industrial properties because of
the low amount of office
space. Office and retail
properties also tend to incur large upfront expenses, such as higher commissions and increased concessions.
Q: Despite the relative
strength, how is the industrial market holding up with regard to falling property values, loan defaults, receiverships and foreclosures?
A: The industrial market is
another property segment
that is not faring well.
Property values are estimated to have declined by
at least one-third and some
have experienced up to a
50 percent decrease in

land values. Industrial
property values may be
holding up better as a
whole than other product
types, but by any measure,
there has been a significant reduction in industrial rents and values.
Q: When will the industrial
market hit bottom? When will
things turn around?
A: I suspect we will see industrial rents begin to turn
upward at the end of this
year or in the first quarter
of 2011; however, they will
still be well below 2007
rents. I also hope to see an
increase in leasing activity
in late 2010 as many legitimate leasing needs have
been curtailed and some
pent-up demand is building. Activity will continue
to increase as new jobs are
created, unemployment
stabilizes and consumer
confidence returns.
Q: What are the prospects for

this sector over the long
term?
A: I expect to see rent
growth resume and keep
pace with the economy’s
pace of inflation. Values
are expected to rise along
with inflation, but not
nearly to the same degree
we saw in the period of
2004-07.
Rob Neal

Rob Neal
Title: Managing
partner
Company: Hager
Pacific Properties
Background: Before
joining Hager Pacific,
Neal held senior
posts with national
real estate companies. He has been responsible for the acquisition and disposition of industrial and
multifamily properties valued at more
than $ 1 billion. He
has an MBA from USC
and is responsible for
Hager Pacific’s acquisitions, renovations
and dispositions.

