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Market Highlights

*

The Research & Development vacancy rate checked
in at a low 5.56%, which is higher than it was a year
ago when it was 4.19%. This lack of supply is creating
a lot of constrained demand for R&D space in
Orange County and continues to keep lease and sale
rates at current levels.

The total amount of R&D space available in Orange
County, which includes both direct and sublease
space, is higher than it was a year ago, 9.19% this
quarter as compared to 6.10% this quarter last year.
The average asking Triple Net lease rate per month
per foot in Orange County is currently $1.19, which
is two cents higher than it was this time last year.
Net absorption for the R&D market this quarter
posted at negative 371,633 square feet, giving the
R&D Market in Orange County a total of
approximately 3.5 million square feet of positive
absorption for the last three years, 537,571 square
feet of which occurred in 2007.

The level of activity registered at just above 850,000
square feet for the third quarter of 2008. This is down
from 1.18 million square feet when compared to the
same quarter last year. This drop in activity is mostly
a result of hesitancy in the marketplace from the
continuous stream of negative news in a wide area of
topics, most notably the credit crunch. These
conditions could result in an increase in activity in
2009 from pent up demand.

There is currently 107,994 square feet of space under
construction this quarter. The shrinking availability
of land is only allowing for the development of

primarily small, for-sale buildings. This lack of
available land, coupled with the high land prices and
rising construction costs, has led to few centers being
developed in this infill market.

@ According to the State of California Employment
Development Department, Orange County lost
26,300 payroll jobs over the last twelve months,
11,700 in financial services. Between July 2008 and
August 2008 Orange County lost 3,200 jobs, 2,000
in the government sector.

@ The unemployment rate in Orange County was 5.8%
in August 2008, up from a revised 5.7% percent in
July 2008, but above the year ago estimate of 4.2%.
This compares with an unadjusted unemployment
rate of 7.6 percent for California and 6.1 percent for
the nation during the same period.

@ Asking lease rates are expected to remain at current
levels for the short run, and concessions should
continue to increase in the forms of free rent and
increasing tenant improvement allowances to
incentivize tenants to act now.

¢ As we head into the last quarter of 2008, the R&D
market will exhibit many similar characteristics of
2007. Limited opportunities for new development will
open with land and sales prices remaining high. Multi-
tenant, manufacturing and distribution buildings will
not undergo development, as no large land parcels will
become available. R&D buildings both for sale and
lease will remain viable options for those looking to
enter the Orange County R&D market.

R&D MARKET OVERVIEW

302008
Under Construction 107,994
Planned Construction 514,198
Vacancy 5.56%
Availability 9.19%
Pricing $1.19
Net Absorption -371,633
Activity 855,180

202008 302007 % CHANGE VS. 3007
85,261 44,873 140.67%
514,198 611,392 -15.90%
4.92% 4.19% 32.70%
9.68% 6.10% 50.66%
$1.19 $1.17 1.711%
-234,476 131,073 N/A
796,714 1,183,113 -21.72%

Real People. Real Solutions.
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AVERAGE ASKING TRIPLE NET LEASE RATE
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INVENTORY VACANCY & LEASE RATES ABSORPTION
Number Net Square Square Square Vacancy Square Availability ~ Average Net Net Net Net
of Rentable Feet Feet Feet Rate Feet Rate Asking Absorption  Absorption  Absorption  Absorption
Bldgs.  Square Feet u/c Planned Vacant 302008 Available 302008 Lease Rate 302008 2008 2007 2006
North County
Anaheim 82 2,687,288 0 0 98,189 3.65% 150,671 5.61% $0.75 (22,666) (64,734) 47,756 54,202
Brea 42 1,720,389 70,754 0 40,302 2.34% 48,117 2.80% $0.00 4,933 67,230 (27,980) (10,373)
Buena Park 25 920,003 0 0 32,995 3.59% 39,495 4.29% $0.00 (1,371) 36,201 (18,823) 33,538
Fullerton 38 1,010,941 0 0 65,600 6.49% 67,400 6.67% $0.00 6,988 (40,217) 1,475 (19,250)
La Habra B 83,589 0 0 2,136 2.56% 2,136 2.56% $0.00 0 132 (2,268) 0
La Palma 7 269,054 0 0 0 0.00% 16,425 6.10% $1.40 37,904 36,415 (36,415) 0
Placentia 16 459,904 0 0 13,775 3.00% 24,509 5.33% $1.04 (6,380) (7,412) 4,445 13,973
Yorba Linda 51 1,337,959 0 0 185,974 13.90% 206,123 15.41% $1.09 (33,160) (30,245) (67,690) (17,765)
North County Total 266 8,489,127 70,754 0 438,971 5.17% 554,876 6.54% $1.10 (13,752) (2,630) (99,500) 54,325
West County
Cypress 42 2,256,759 0 0 95,345 4.22% 257,679 11.42% $1.04 (69,170) (50,910) 30,291 91,194
Huntington Beach 128 2,331,731 0 0 93,905 4.03% 176,814 7.58% $0.90 (8,434) (47,644) 34,869 (35,352)
Seal Beach 36 814,702 0 0 17,352 2.13% 19,281 2.31% $0.00 (7,440) 19,366 (27,198) 1,008
West County Total 206 5,403,192 0 0 206,602 3.82% 453,774 8.40% $1.01 (85,044) (79,188) 37,962 56,850
Central County
Anaheim 72 1,843,927 0 0 104,073 5.64% 114,356 6.20% $0.00 2,523 (23,777) (24,763) 45,914
Garden Grove 85 2,416,797 0 0 154,891 6.41% 313,885 12.99% $1.10 (16,289) 21,872 115,543 (4,741)
Orange 103 2,170,922 0 0 113,944 5.25% 135,074 6.22% $1.06 (43,741) (78,503) 1,871 1,822
Santa Ana 66 1,747,135 0 0 90,969 5.21% 131,085 7.50% $1.00 (8,209) (50,018) (19,811) 24,522
Tustin 21 584,564 0 0 13,307 2.28% 4,000 0.68% $0.00 (11,867) (10,801) 3,819 (13,695)
Central County Total 347 8,763,345 0 0 471,184 5.45% 698,400 1.97% $1.08 (77,583) (141,227) 76,659 59,822
Airport Area
Costa Mesa 180 4,149,427 0 0 231,211 5.57% 289,000 6.96% $1.02 (71,976) (127,342) 193,843 48,025
Fountain Valley 50 1,379,943 0 49,186 22,031 1.60% 29,439 2.13% $0.00 704 (10,069) 19,841 (11,830)
Irvine 293 7,891,473 0 0 495,234 6.28% 933,563 11.83% $1.26 (54,564) (222,965) 144,762 501,475
Newport Beach 29 891,348 0 0 96,843 10.86% 123917 13.90% $0.00 (42,461) (51,932) (20,971) 2,179
Santa Ana 128 3,961,630 0 0 131,139 331% 188,426 4.76% $0.82 50,796 49,728 53457 (102,203
Tustin 90 3,096,043 0 0 178,124 5.75% 532,138 17.19% $1.27 (20,430) (39,556) (15,447) 44,184
Airport Area Total 770 21,369,864 0 49,186 1,154,582 5.40% 2,096,483 9.81% $1.21 (137,931) (402,136) 375,485 481,830
South County
Aliso Viejo 42 1,015,296 0 0 66,249 6.53% 76,012 7.49% $1.46 (19,981) (51,559) 6,843 22,705
Foothill Ranch 6 135,698 0 0 0 0.00% 0 0.00% $0.00 0 0 0 0
Irvine Spectrum 278 10,766,256 37,240 0 841,130 1.81% 1,355,579 12.59% $1.29 27,254 56,266 93,179 246,382
Laguna Hills 63 1,411,294 0 0 90,425 6.41% 94,373 6.69% $1.16 (29,817) (52,361) 29,130 1,005
Laguna Niguel 17 505,408 0 0 15,550 3.08% 15,550 3.08% $0.00 (9,246) (13,698) 23,930 (4,766)
Lake Forest 64 1,491,207 0 0 105,861 7.10% 116,785 7.83% $1.19 (21,454) (35,351) (13,858) (15,736)
Mission Viejo 36 982,632 0 0 38,569 3.93% 179,410 18.26% $1.52 6,550 (9,909) (6,549) 18,099
Rancho Santa Margarita 46 1,669,296 0 0 26,049 1.56% 33,888 2.03% $1.35 (10,754) (19,337) 10,342 3,488
San Clemente 45 999,232 0 226,000 52,778 5.28% 136,138 13.62% $1.18 6,672 (3,836) 11,916 128,425
San Juan Capistrano 42 611,020 0 239,012 25,967 4.25% 35,461 5.80% $0.00 (6,547) (4,760) (7,968) 3,326
South County Total 639 19,587,339 37,240 465,012 1,262,578 6.45% 2,043,196 10.43% $1.30 (57,323) (134,545) 146,965 402,928
Orange County Total 63,612,867 107,994 514,198 3,539,917 5.56% 5,846,729 9.19% $1.19 (371,633) (759,726) 537,571 1,055,755
North County
10,000 to 24,999 163 2,590,923 15,669 0 133,877 5.17% 174,992 6.75% $1.17 (20,422) (33,970) 65,782 10,735
25,000 to 49,999 69 2,345,923 55,085 0 133,936 571% 183,484 7.82% $0.96 (25,421) (6,238) (27,321) (51,321)
50,000 to 99,999 23 1,546,822 0 0 126,337 8.17% 151,579 9.80% $1.10 39,538 64,358 (119,920) 22,143
100,000+ 1 2,005,459 0 0 44,821 2.23% 44,821 2.23% $0.00 (7,447) (26,780) (18,041) 72,768
West County
10,000 to 24,999 146 2,220,710 0 0 96,091 4.33% 116,027 5.22% $0.97 (27,008) (39,349) 246 (2,658)
25,000 to 49,999 4 1,430,203 0 0 34,043 2.38% 108,394 7.58% $1.15 (15,714) 18,752 (1,994) (27,381)
50,000 to 99,999 16 993,903 0 0 76,468 7.69% 149,073 15.00% $1.02 (42,322) (58,591) 39,710 86,889
100,000+ 3 758,376 0 0 0 0.00% 80,280 10.59% $0.00 0 0 0 0
Central County
10,000 to 24,999 249 3,963,587 0 0 248,864 6.28% 333,284 8.41% $1.05 (54,659) (135,057) (9,480) 42,078
25,000 to 49,999 73 2,399,761 0 0 172,113 1.17% 218,415 9.10% $1.27 (17,107) (47,277) (24,733) (48,124)
50,000 to 99,999 17 1,185,204 0 0 33,073 2.79% 121,877 10.28% $0.00 (2,800) 51,803 (59,260) 50,594
100,000+ 8 1,214,793 0 0 23,134 1.90% 24,824 2.04% $0.00 (3,017) (10,696) 170,132 15,274
Airport Area
10,000 to 24,999 519 8,279,269 0 12,100 663,164 8.01% 776,244 9.38% $1.09 (112,880) (363,992) (21,274) 200,293
25,000 to 49,999 174 5,847,032 0 37,086 350,904 6.00% 637,431 10.90% $1.20 (78,043) (90,197) 16,480 73617
50,000 to 99,999 54 3,643,525 0 0 121,773 3.34% 334,882 9.19% $1.37 52,992 (35,934) 189,474 97,249
100,000+ 23 3,600,038 0 0 18,741 0.52% 347,926 9.66% $1.15 0 87,987 190,805 110,671
South County
10,000 to 24,999 392 6,490,990 37,240 150,972 500,348 111% 634,986 9.78% $1.36 (64,666) (77123) 12,787 140,940
25,000 to 49,999 172 5,784,211 0 88,040 367,515 6.35% 557,754 9.64% $1.20 (15,391) (55,903) 124,544 220,533
50,000 to 99,999 52 3,503,750 0 226,000 225,760 6.44% 289,511 8.26% $1.24 41,542 (32,082) 154,483 69,175
100,000+ 23 3,808,388 0 0 168,955 4.44% 560,945 14.73% $1.4 (18,808) 30,563 (144,849) (27,720)
Orange County
10,000 to 24,999 1,469 23,545,479 52,909 163,072 1,642,344 6.98% 2,035,533 8.65% $1.21 (279,635) (649,491) 48,061 391,388
25,000 to 49,999 529 17,807,130 55,085 125,126 1,058,511 5.94% 1,705,478 9.58% $1.18 (151,676) (180,863) 86,976 167,324
50,000 to 99,999 162 10,873,204 0 226,000 583,411 5.37% 1,046,922 9.63% $1.19 88,950 (10,446) 204,487 326,050
100,000+ 68 11,387,054 0 0 255,651 2.25% 1,058,796 9.30% $1.17 (29,272) 81,074 198,047 170,993

Orange County Total 63,612,867 107,994 514,198 3,539,917 5.56% 5,846,729 9.19% (371,633) (759,726) 537,571 1,055,755

This survey consists of buildings greater than 10,000 square feet. Lease rates are on a triple net basis.
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SUBMARKETS

NORTH
Anaheim, Brea, Buena Park, Fullerton,
La Habra, La Palma, Placentia,
Yorba Linda

WEST
Cypress, Huntington Beach, Los Alamitos

CENTRAL COUNTY
Anaheim, Garden Grove, Orange,
Santa Ana, Westminster

AIRPORT

Costa Mesa, Fountain Valley, Irvine,
Newport Beach, Santa Ana, Tustin

SOUTH
Aliso Viejo, Foothill Ranch,
Irvine Spectrum, Laguna Hills, Laguna
Niguel, Lake Forest, Mission Viejo,
Rancho Santa Margarita,
San Clemente and San Juan Capistrano

North
Orange County

Central
Orange County

PRODUCT TYPE

R &D OR MID-TECH

30% to 74.9% improved with drop ceiling,
minimum parking ratio of 3 to 1,
minimum 50% of exterior glassline,
dock and/or ground level loading.

For further information, please contact:

ANAHEIM METRO OFFICE CHULA VISTA OFFICE IRVINE OFFICE LAS VEGAS OFFICE SAN DIEGO OFFICE
3500 W. Orangewood Ave. 660 Bay Blvd., Suite 210 2020 Main St., Suite 100 10100 W. Charleston Blvd., 4370 La Jolla Village Dr.,
Orange, CA 92868-1642 Chula Vista, CA 91910 Irvine, CA 92614 Suite 200 Suite 990
TEL: 714.978.7880  TEL: 619.498.4560  TEL: 949.851.5100 Las Vegas, NV 89135 San Dicgo, CA 92122-1233

FAX: 714.978.9431 FAX: 619.498.4567  FAX: 949.261.9092  TEL:702.734.4500  TEL: 858.453.0505
FAX: 702.733.7690  FAX: 858.453.1981

To view available properties, please visit:

www.voitco.com

Voit CORFAC
Commercial Brokerage International

Real People. Real Solutions.

This survey consists of properties 10,000 square feet and larger in size, representing both single tenant and multi-tenant buildings. The lease rates are based on a triple net basis. The information contained in this report is
gathered from sources that are deemed reliable but no guarantees are made as to its accuracy. This information is for Voit Commercial Brokerage use only, and cannot legally be reproduced without prior written consent from
the management of Voit Commercial Brokerage.



