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REA ATE QUARTERLY

John Garey, senior director at Cushman & Wakefield, described job growth as the fuel for office space

demand, which he said continues to experience positive absorption with the city’s office vacancy just
below 16%. (Photograph by the Business Journal’s Larry Duncan)

Positive Outlook
For Office, Retalil

(Continued From Page 25)

Office

ith an overall vacancy rate in Long

Beach at 15.9% — including 10.7%
downtown and 7.1% in the suburbs — the
city’s office real estate market has seen con-
tinued positive absorption, largely as a result
of job growth, according to Robert Garey,
senior director at Cushman & Wakefield.

“Job growth is the fuel for office space
demand, and we’re seeing that trickled into
the market here,” Garey said. “Health care
has been a primary driver in the Greater
Long Beach area. Molina [Healthcare’s]
corporate headquarters are here and contin-
ues to expand in the market. They took ad-
ditional space at the World Trade Center.”

Aside from health care, the most notable
change in the market is the rise in technol-
ogy and creative firms and the demand for
creative space, Garey explained. WeWork
is hoping to meet that demand when it
opens creative office space in The Hubb at
100 W. Broadway. In addition, Urbana De-
velopment LLC is constructing the Termi-
nal at Douglas Park, which will include
four buildings totaling roughly 100,000
square feet of creative office space.

“I think WeWork came to the market be-
cause they think Downtown Long Beach is
the right environment for creative compa-
nies, which I truly believe as well,” Garey
said. “You have the live-work-play environ-
ment there, which that industry is looking
for. Cool, trendy restaurants. Nightclubs.
Shopping. Places to live. You don’t have to
have a car — you can ride a bike, take public
transportation if you need to.”

Garey described this creative shift as
being similar to Santa Monica, Marina del
Rey and Venice. He also thinks companies
like WeWork will be a catalyst for more
creative companies to relocate or start up
in Long Beach.

New capital being deployed to purchase or
reposition buildings is also having an impact
on the desirability of the market, according
to Garey. Major conversions and reposition-
ing to buildings such as 444 W. Ocean, 211
E. Ocean and 100 W. Broadway have already
taken place or are underway. Garey said the
investment is already seeing a return in com-
panies looking to Long Beach.

However, while makeovers and several

projects are aiding the office space market,
it also is facing severe contractions. “In
Downtown Long Beach, the 110 Pine
building is being converted to residential,
and they’ve given notices to their tenants to
move them out. Just like the 200 W. Ocean
that is going residential and other buildings
that are looking to go residential,” Garey
said. “The stock in Downtown Long Beach
has actually been reduced over the last cou-
ple years due to the conversion of some of
the older buildings.”

Garey said the city is not seeing enough
construction of new projects to offset the
losses, with many of the new downtown proj-
ects being residential. However, Garey added
that residential is needed to create density so
the retail businesses and restaurants can
thrive. But regardless of product loss and the
current political climate, Garey thinks the
market will remain strong over the next year.

Jeff Coburn, a principal at Lee & Asso-
ciates, attributes the market’s success to
Long Beach being conveniently located to
serve a large arca and its population.

“Long Beach has always been a great mid-
way point, as we find ourselves right at the
border of L.A. and Orange County,” Coburn
said. “So traditionally, it’s been a market
where companies, instead of having a Down-
town L.A. office or an Irvine address, they
could have something in Long Beach. And it
really serves both those areas.”

Coburn agrees with Garey that the down-
town market is appealing due to the restau-
rants, retail and other amenities afforded to
employees in the area. He added that the
suburban market, such as Douglas Park, is
easily accessible by being conveniently lo-
cated near the 405 Freeway and has ample
parking. Along with these attributes, Coburn
pointed out that Long Beach is still less ex-
pensive than surrounding markets, such as
Irvine, El Segundo or Newport Beach.

According to CoStar Group Inc., a
Washington, D.C.-based commercial real
estate information and marketing
provider, the average asking rent for office
space is currently $2.17 per square foot in
Downtown Long Beach and $2.02 in the
suburban market.

“For office product, if you’re an owner-
user, you’re in the mid-$200s [per square
foot] for older product. We’re at $325 per
square foot for new product in Douglas
Park,” Coburn said. “Projects in El Se-
gundo that are very similar to [the Terminal
at Douglas Park] are in the high $400s to
low $500s per square foot range.”
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Doug Shea, president of INCO Commercial, said the retail real estate market continues to be strong and

that tenants are becoming more selective with where they want o be located. (Photograph by the Business

Journal’s Larry Duncan)

Retail
M uch like other markets, retail prices
continue to see upward movement,
according to Doug Shea, president of
INCO Commercial. However, unlike other
markets, Shea said retailers are getting
more selective in where they want their
businesses located.

“For instance, one of our clients is Jimmy
John’s. And whereas before, they’d go into
any center, now it’s got to be a corner — it
has to be a lighted corner — and they prefer
a drive-thru,” Shea said. “So it seems more
and more retailers are getting more refined
in their request requirements.”

Shea describes Long Beach as the most
underutilized retail city of its size in the
nation. But that is based on the amount of
businesses and retail space, not the va-
cancy rate, which he said is upward of the
high-90% range for desired locations.
However, he acknowledged higher va-
cancy in places with low density, low de-
mographics and high crime.

There are two key components that could
contribute to further improving the retail
market in Long Beach, according to Shea:
more space and more realistic pricing in
certain areas.

One project that has been discussed but
has yet to overcome countless hurdles, ac-
cording to Shea, is a retail center near the
corner of 2nd Street and Pacific Coast
Highway. He said this project would be
great for the city but faces pushback from
residents regarding traffic concerns, the
aesthetic appeal and even the concern that
birds would fly into the buildings.

Another project, which was recently ap-
proved, is Burnham USA’s Long Beach Ex-
change on the corner of Carson Street and
Lakewood Boulevard. Construction is ex-
pected to begin by the end of the year on
the 26.67-acre vacant lot. Once completed,
the project will include 266,049 feet of re-
tail and restaurant space.

“That will be great. That will be fantas-
tic. T think you have the correct demo-
graphic,” Shea said. “Up there by the
airport, you have a lot of businesses. And
it keeps growing. That will help the retail
during the day when it’s quiet.”

As far as pricing, Shea said 2nd Street
is finally starting to price restaurants out
of the market. Le Donuts & Croissants
has closed its doors and will soon become
another Long Beach taco spot. The Shore
Public House became The Shore Steak
House, which will soon become Rances,

@

a Chicago-style pizza joint that has an-
other location in Costa Mesa.

Brian Russell, vice president of Coldwell
Banker Commercial BLAIR WESTMAC,
agrees with Shea, adding, “There are three
vacancies in Belmont Shore, and I can’t re-
member the last time we had three vacancies
right on 2nd Street. Off 2nd Street, yeah, but
not right on 2nd Street. What's that tell us? I
think it’s kind of priced to the top there.”

Despite 2nd Street’s pricing, Russell said
the market has seen 67 lease deals since
July 1. He explained that when looking at
the market, one has to keep in mind that the
city is comprised of many small pockets:
Bixby Knolls is different from Los Altos,
which is different than Naples, which is dif-
ferent from North Long Beach.

Russell pointed out two properties on his
company’s third quarter retail sales report
that demonstrate the vast difference in lo-
cation pricing within Long Beach. The
2,123-square-foot property at 5296 E. 2nd
St. is currently under contracting with an
asking price of $1.95 million, which comes
out to $918.51 per square foot. On the other
hand, a 6,000-square-foot sale at 6082-
6090 Atlantic Ave. is in escrow with an ask-
ing price of $949,000, which comes out to
$158.17 per square foot.

Sean Lieppman, a senior associate at Lee
& Associates, said, “I think just the lack of
product is driving those rates. But I think
the city has been good at incentivizing busi-
nesses from outside of Long Beach to come
in, and I think there have been a lot of good
things drawing businesses to [the city].”

Liepmann said the Long Beach market
saw the vacancy rate decrease from 3.8%
to 2.78% in the third quarter overall and
saw the average lease rate per square foot
increase from $2.06 to $2.12. Noel
Aguirre, also a senior associate at Lee &
Associates, said the numerous projects
around the city, including several mixed-
use residential buildings that feature retail
on the ground floor in the downtown arca,
should help the market in the coming years.

Aguirre also said the larger projects,
such as the development of land near the
Queen Mary by Urban Commons and the
Long Beach Exchange, will be a huge
boost for retail in the city, but that until the
projects are completed, the market will
continue operating under the status quo.

“It’s been fun to see changes and the evo-
lution of things and the incorporation of
culture and the arts and everything that sort
of gives this city its soul,” Aguirre said. “It’s
been great being part of that process.” m



