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3 R D  Q U A R T E R  I N D I C A T O R S  

Vacancy                       3.0% 

Net Absorption   –1,405,368 

Avg. Ind. Lease Rate    $0.88 

Avg. R&D  Lease Rate   $1.17 

3rd Qtr. 
Change from 

last Qtr. 

credit tightening some independent business people 
can no longer easily tap into their home equity for 
capital to use as a down payment on an Industrial 
building. 

But not all the news for the first three quarters was 
about growth. There also was an increase in the 
amount of Industrial space available in the third 
quarter. Overall in Orange County there were 1.4 
million more square feet on the market than in the 

third quarter from the previ-
ous period. Only west Or-
ange County – one of the 
five Orange County submar-
kets – posted positive net 
absorption at 617,492 
square feet. 

Industrial analysts at Lee & 
Associates, who continued 
as the dominant brokerage 
firm in the Orange County 
Industrial market with a 
22% share of all sale and 
lease transactions in the 

third quarter, say some business owners lately are 
growing cautious about Industrial facility decisions, 
sensing some early signs of slowing consumer spend-
ing. 

In fact, a September survey of Orange County busi-
ness owners by the Cal State Fullerton College of 
Business and Economics revealed a sense of con-
cern about the direction in which the economy is 
headed. Local business people expressed greater 
pessimism than those in national surveys about the 
likelihood of recession. 

The recent UCLA Anderson Forecast for Orange 
County projects a 0.1% employment increase, or 700 
jobs, next year. 

With a countywide 3% vacancy rate and 4.85% avail-
ability rate, the overall Industrial property sector in 
Orange County remains as tight as ever. Additionally, 
asking lease rates continued to surge after several 
years of languishing behind skyrocketing sale prices 
for Industrial buildings, which have doubled since 
2001. 

At the end of the third quarter, year-over-year asking 
lease rates for Industrial and R&D space countywide 
accelerated 13% with the 
biggest hike coming from 
the south Orange County 
submarket of R&D build-
ings which posted an 
18.6% hike in asking 
rates since the first quar-
ter. 

Countywide, the advanc-
ing lease rates come on 
the heels of a 16.8% in-
crease in 2006 for the 
broad Industrial category. 
Industrial market special-
ists at Lee & Associates had been advising clients for 
years of the disparity between the high costs of buy-
ing buildings versus bargain rental rates. But last 
year saw the beginning of what has become a trend 
of steep rent increases. 

At the end of the first quarter of 2007 we reported 
that the torrid rate of appreciation in the sale prices 
of Industrial buildings was calming down. The high 
volume of Industrial sales transactions and price 
increases are no longer as frenzied as when real 
estate prices were fueled, in part, by a booming econ-
omy and loose underwriting. Although institutional 
buyers still show a willingness to pay top dollar for 
larger Industrial buildings, prices for smaller product 
may be leveling off. Some believe that due to sudden 

“ The high volume of Industrial sales 
transactions and price increases are 

no longer as frenzied as when real es-
tate prices were fueled, in part, by a 
booming economy and loose under-

writing. “ 
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INDUSTRIAL MARKET REPORT 

Third Quarter  

I N D U S T R I A L  A V E R A G E  A S K I N G  L E A S E  
R A T E S  
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ARKET  FORECAST M  

Third Quarter 

Price and rent growth in Orange County’s supply-constrained Industrial real estate market 
will slow in reaction to an economy that is beset with continuing turmoil in the financial mar-
kets, slowing consumer spending and the expectation of little job growth next year. 

© 2007 Lee & Associates® 

11
 H

ub
bl

e 

108,352 SF | Sale | Fullerton 
J. Oliver 

15
51

 O
ra

ng
et

ho
rp

e 
32

 M
au

ch
ly

 #
B 

17
86

2 
Fi

tc
h 

63,000 SF | Sale | Irvine 
D. Mudge 

19
00

 R
ay

m
er

 

34,000 SF | Sale | Fullerton 
C. Fincher | B. Gilmer 

27,950 SF | Sale | Huntington Bch. 
R. Swanson 15

66
2 G

ra
ha

m
 S

tre
et

 

5,350 SF | Sale | Irvine 
D. Camera 

4,010 SF | Sale | Irvine 
T. Rommel 

12
65

  
N

. P
ra

tt 
St

. 

18,446 SF | Sale | Anaheim 
J. deRegt 17

59
5 

C
ar

tw
ri

gh
t 

25,000 SF | Lease | Irvine 
A. Walburger | J. Snyder 

35
85

 C
ad

ill
ac

 A
ve

. 

27,883 SF | Sale | Costa Mesa 
S. Ahern | J. Snyder 



© 2007 Lee & Associates® 

Information herein has been obtained from sources deemed reliable.  While we do not doubt its accuracy, no warranty or representation is made to the 
accuracy of the foregoing information.  This report is designed exclusively for use by Lee & Associates® and cannot be reproduced without prior written 
permission by Lee & Associates®.    

 MEMBERS OF THE LEE & ASSOCIATES GROUP OF COMPANIES—ORANGE COUNTY 

Page 4 

Lee & Associates® | Orange County Industrial Market Trends | 3Q 2007 

Vacancy Rate:  The per-
centage of the total 
amount of physically va-
cant space divided by the 
total amount of existing 
inventory. 

Inventory:  Industrial in-
ventory includes all multi-
tenant and single-tenant 
buildings larger than 
5,000 square feet.   

Gross Absorption:  The 
total amount of space 
leased or sold in a speci-
fied period of time. 

Net Absorption:  The net 
difference in occupied 
space over a specified 
period of time. 

 

 

Availability Rate:  The ratio 
of available space to total 
rentable space, calculated 
by dividing the total avail-
able square feet by the total 
rentable square feet. 

Triple Net (NNN):  Lease 
type whereby the landlord 
receives a base rent and the 
tenant is responsible for the 
additional expenses on the 
property, i.e. taxes, insur-
ance, associations, mainte-
nance, etc. 

Industrial Gross:  The lease 
rate charged by the landlord 
includes  a charge for real 
estate taxes, and insurance 
for the base year of the 
lease.  Increases in those 
items are passed through to 
the tenant in subsequent 
years. 

 

MARKET DEFINITIONS ABOUT Lee & Associates 

LEE & ASSOCIATES—IRVINE, INC. 
7700 IRVINE CENTER DRIVE, SUITE 600 

IRVINE, CA 92618 
(949) 727-1200 

LARRY LAWRENCE 
ROBERT LEITER 
FRANK MEJIA 
BRYAN MILLER 
DAVID NEWTON 
CHUCK NOBLE 
JIM OLIVER 
JON PASSAFIUME 
STEVE PELLETIER 
SCOTT SEAL 
BOB SATTLER 
SCOTT SMITH 
JOHN TENAGLIA 
THOMAS TURNER 
RANDY VERDIECK 
DAVE WILLIAMS 
 

ALLEN BUCHANAN 
PAT DELANEY 
GREG DIAB 
JOHNNY EUBANKS 
CLIF FINCHER 
JEFF GAHAGAN 
BRAD GILMER 
TOM GILMER 
TOM GRANT 
JACK HALEY 
CHUCK HARDY 
JAMES HAWKINS 
DOUG HIMES 
MARK HINTERGARDT 
ELIZABETH HUGHES 
DAVE HUNSAKER 
DAN KRUSE 

LEE & ASSOCIATES—ANAHEIM, INC. 
701 S. PARKER STREET, SUITE 1000 

ORANGE, CALIFORNIA 92868 
(714) 947-9100 

ANDREW ROBBEN 
TED ROMMEL 
RYAN SWANSON 
JUSTIN SMITH 
JOHN SULLIVAN 

MIKE BAKER 
ANDREW BERMUDEZ 
CHRISTINE BOWEN 
KURT BRUGGEMAN 
DALE CAMERA 
PHIL COHEN 
CRAIG FITTERER 
BRIAN GARBUTT 
MARK JERUE 
RYAN HARMAN 
BRIAN HUGHES 
GUY LAFERRARA 
RANDY MASON 
JAY MAST 
JOHN MATUS 
RICH MCEVOY 
NATE PIVAROFF 

LEE & ASSOCIATES—NEWPORT BEACH, INC. 
3991 MACARTHUR BLVD, SUITE 100 
NEWPORT BEACH, CALIFORNIA 92660 

(949) 724-1000 

FRANK ADLER 
SEAN AHERN 
TIM ARGUELLO 
CHRIS BARNETT 
EWAN CHOATE 
CHRIS CLARK 
JOHN COLLINS 
CHRIS COYTE 
JIM DEREGT 
BILL GARRETT 
BOB GRIFFIN 
JEFF HIRSCH 
JACK HOGAN 
STEVE JEHOREK 
PAT LACEY 
MIKE LONG 
JOHN MARTIN 

DARIN MCDONALD 
KEVIN QUICK 
PETER SCHAFER 
TED SAWYER 
JASON SCHULTZ 
DICK SILVA 
TRAVIS SMITH 
JIM SNYDER 
CURT STALDER 
KEVIN THOMAS 
ANDY WALBURGER 
TROY WOOTON 
JEDD ZAUN 
 

As a group of independently  owned and operated companies, 
Lee & Associates currently has more than 33 offices in Califor-
nia, Arizona, Nevada, Michigan, Missouri, New Jersey, Illinois, 
Texas and Wisconsin. 

With a broad array of regional, national and international cli-
ents—ranging from individual investors and small businesses, to 
large corporations and institutions—Lee & Associates has suc-
cessfully completed transactions with a total value of more than 
$4 billion last year, alone. 

Industrial Services 

Over the years, Lee & Associates has earned a reputation as a  
leader in industrial real estate services in selected markets 
throughout the United States.  The firm’s industrial transaction 
specialists  offer a comprehensive range of services, such as 
facility, site and land acquisition/dispositions, advisory services, 
sale or lease negotiations based on strong market knowledge 
and current trends, and build-to-suit analysis and planning. 

Lee’s wide range of services are applicable to any of the diverse 
product types categorized as industrial buildings, from manufac-
turing plants and traditional bulk warehouse/distribution facili-
ties, to more specialized research and development facilities, 
warehouse/showroom or flex space and high-tech laboratories.  
Lee’s brokers represent institutional investors, individual inves-
tors, developers and publicly traded companies as well as large, 
mid-size and small entrepreneurial companies. 


