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Office

Not much has changed in Santa Barbara’s office leasing
market over the past few years, with the vacancy rate
fluctuating between 5.6 percent and 7.4 percent from
the third quarter of 2017 to date. In fact office vacancy
dropped just slightly since the second quarter of 2019,
going from 6.6 percent to its current 6.4 percent.

The largest office property on the market at this

time is 402 E. Gutierrez St., available for sublease

at approximately 26,339 square feet. Notably, of the
roughly 120 spaces available for lease at the end of

the third quarter (approx. 330,000 square feet total),
only 13 are larger than 5,000 square feet, with the vast
majority of spaces continuing to be smaller than 3,000
square feet. Indeed property owners with spaces in
this size range in need of TLC may continue to see
those spaces sit vacant.

While the average gross asking rate had a minor
decrease from $3.16/SF in Q2 2019 to $3.11/SF in Q3,
the average gross achieved rate rose substantially from
$3.18/SF to $3.35/SF.

The largest new office lease of the quarter involved

111 W. Micheltorena St., suite 300, an approx. 6,147 SF
space leased by Bragg Live Food Products, the world’s
top apple cider vinegar producer based in Santa
Barbara and now partially owned by celebrity couple
Katy Perry and Orlando Bloom. Yet perhaps the most
notable development in the office sector involved a
space leased last year. The converted retail property
at 1001 State St. is now officially occupied by Amazon,

7402 & 7410 Hollister Ave., Goleta (Office)
Q32019 | 45,200 SF | InTouch Health
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2019 SO. COAST LEASING QUICK STATS

Vacancy

Q2 Q3
Santa Barbara 6.6% 6.4%
Goleta 5.2% 4.9%
Carpinteria 1.5% 3.9%
Santa Barbara 1.0% 1.1%
Goleta 5.4% 6.2%
Carpinteria 0.1% 0.2%
Santa Barbara 3.7% 3.9%

Gross Absorption (SF)

Q2 Q3
Santa Barbara 65,900 56,700
Goleta 106,700 70,800
Carpinteria 0 0
Santa Barbara 11,000 2,900
Goleta 113,100 38,800
Carpinteria 31,300 0
Santa Barbara 37,600 30,600

Avg. Gross Asking Rates ($/SF)

Santa Barbara
Goleta

Carpinteria

Santa Barbara
Goleta

Carpinteria

Santa Barbara

02
$3.16

$2.10
$1.64

$2.52
$1.58
$2.03

$4.34

Q3
$3.11

$2.08
$2.19

$2.39
$1.63
$2.78

$4.16

Avg. Gross Achieved Rates ($/SF)

Santa Barbara
Goleta

Carpinteria

Santa Barbara
Goleta

Carpinteria

Santa Barbara

Q3 2019 |

Q2 Q3
$3.18 $3.35
$2.04 $2.09
No Leases No Leases
$1.94 $2.68
$1.53 $1.58
$1.07 No Leases
$3.25 $4.24
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SO. COAST LEASING TRENDS

Average Gross Asking Prices & Vacancy Rates

Santa Barbara Office
e saase
9%
$3.00
8% 6.4%
1% $2.50
6550 Hollister Ave., Goleta (Office) "
Q22019 | 39,900 SF | Cottage Health System N 200
% $150
continuing the trend of tech companies moving into the % §1.00
downtown area. %
- $0.50
Moving on to Goleta, the office vacancy rate also
declined slightly from 5.2 percent in the second quarter B i Sl S T St

to 4.9 percent at the end of Q3.

Unlike Santa Barbara, this market continues to be Goleta Office
driven by larger vacancies, with the largest of all % §250
being the 82,132-square-foot space at 125 Cremona Dr., $2.08/SF
which accounts for roughly 40 percent of the market’s
vacancy (210,000 square feet). The average gross
asking rate also ticked down a little, from $2.10/SF to e m\ i G50
$2.08/SF from the second to third quarter. The average 10%
4.9% .00
‘ ‘ $0.50

16%

14% $2.00

4%
Intouch Health taking 28,025 square feet and 17,177
square feet at 7402 Hollister Ave. and 7410 Hollister
Ave. respectively. While Goleta has a diverse mix of &

gross achieved rate saw a skip from $2.05 to $2.09/SF. 8%

L

6%
The most notable new leases of the quarter involved ‘ ‘ ‘
$ o b

vacancies in different size ranges, we may expect to see
quality spaces in the 2,500-3,000 square foot range
dominate the leasing over the next quarter. Carpinteria Office

30% $2.50
Down south to the Carpinteria market, the office $2.19/SF

vacancy rate increased dramatically in the third _—
quarter from 1.5 percent to 3.9 percent. In such a small e
inventory market, it only takes a few vacancies to move %
the needle significantly and they all seem to be on

Eugenia Place at the moment. Still, the largest vacancy

is only 7,407 square feet at 1145 Eugenia Pl. 0% ‘ e

$1.50

15%

The average gross asking rate raised from $1.64/SF to -
$2.19/SF and surprisingly there were no new leases I I I I
in Carpinteria last quarter. We do expect a few more $ o
vacancies to be filled this quarter, likely bringing the §
vacancy rate back near the 1.5 percent mark.

} $050
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Industrial
SO. COAST LEASING TRENDS

Average Gross Asking Prices & Vacancy Rates . . .
The City of Santa Barbara’s industrial vacancy rate has

moved very little over the past few years, now sitting
at just 1.1 percent. Indeed the market continues to be

Santa Barbara Industrial defined by a lack of industrial inventory.

% §3.00 As such, gross lease rates tend to vary with only a
$2.39/SF . .
handful of transactions occurring each year. Rates
will vary depending on size, parking and condition of
each property.

$2.50

3%

$2.00

Only two new leases were executed during the third

§1.50 quarter totaling 2,900 square feet, with an average
11% gross rental rate of $2.68/SF. Currently there are 11

100 spaces on the market in Santa Barbara accounting for

050 approximately 52,800 square feet and ranging in size
I from 1,204 square feet to 14,368 square feet.

2%

1%

Notably, Santa Barbara is a unique market that over
the past several years has seen an influx of interest
in different uses that began with the Funk Zone and

S
9,
a\’_

Goleta Industrial quickly moved its way to the up-and-coming self
1 80 proclaimed Lagoon District, the commercial and
51.63/ SF\O a5 residential neighborhood centered around the Haley

12% Street corridor and bound by Garden, Cota, Milpas,

Montecito and Anacapa Streets. Commercial landlords
have taken note of this demand for space and it
8% 6.2% 5100 appears a rent threshold has been reached. Traditional
% $0.80 industrial uses are not able in many cases to justify
050 current rental rates that are now often equal to office
4%
‘ |\| Julll IH
o 3 I I J I QA
< O
Moving north to Goleta, the industrial vacancy rate
rose slightly from the previous quarter from 5.4
Carpinteria Industrial percent to 6.2 percent at the end of Q3. While this is
- 100 actually more than double where we were two years

S S
52'78\0 ago when the vacancy rate was at 2.6 percent, vacancy
§250 is still in a healthy range and as a result rates have

$1.40

10%
$120

and retail rates in the market. So with industrial space
in some areas even more scarce than it was before,
landlords will need to remain realistic about what

© 0 © industrial users can agree to and sustain long term.
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12%
$2.00

$1.50
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$1.00
0.2%
I I | | $0.50
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? 165 Castilian DF., Goleta (In(ilistria;l) ‘
Q32019 | 12,600 SF | Deployable Space Systems
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remained steady with the average gross achieved rate
for Q3 at $1.58/SF and the average gross asking rate for
available properties at about $1.63/SF.

There were just seven new leases signed during the
third quarter comprising about 38,800 square feet,
with the largest and most notable being Deployable
Space Systems taking approximately 12,600 square
feet at 165 Castilian Dr. There remains roughly 260,500
square feet of space on the market from just 18 listings.

We believe industrial lease rates in Goleta will remain
level throughout the rest of the year. The greatest
demand for space remains in the sub-15,000-square-
feet range.

Meanwhile down in Carpinteria, the industrial market
has seen very little movement since the start of the
year, in fact there were no new leases signed during
the third quarter. There are also currently only three
spaces available in Carpinteria ranging from just
700 square feet to 1,450 square feet. Slim pickings,
and this is the norm for the market. But there is
some discussion that a potential mid-size industrial
tenant may be exiting the market which may play out
sometime in the next two quarters and would likely
cause a spike in vacancy at the time given the sheer
lack of inventory in the market.

Retail

This time last year we reported that we expected to see
an increase in leasing activity with landlords getting
more aggressive to secure tenants in the sluggish retail
market. In fact there was a significant increase in retail
leasing activity during the third quarter of 2019 versus
Q3 2018, with 14 new leases signed comprising a total of
30,600 square feet. In third quarter 2018 we recorded
just seven new leases totaling 9,687 square feet.

The average gross achieved rate during the third
quarter was $4.24/SF compared to $3.99/SF a year ago.
That said, this figure was propped up by four leases

in Montecito which averaged $5.89/SF gross, so if you
factor out Montecito then the average achieved rate for
Santa Barbara drops down to $3.58/SF gross.

Moving on to inventory, at the end of the third quarter
there were 86 properties on the market for lease
totaling 405,664 square feet, with an average gross
asking rate of $4.16/SF. This is similar to Q3 2018 when

RADIUS COMMERCIAL REAL ESTATE

Santa Barbara Retail
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there were 89 properties available, yet lower total
square footage at 380,431 square feet.

For the Santa Barbara retail market, which includes
Summerland and Montecito, the vacancy rate has
remained stable over the past year, increasing slightly
during the third quarter, from 3.6 percent a year ago to
the current vacancy rate of 3.9 percent.

Two final notes. First, there has been an increase in
temporary or Pop-Up tenants on downtown State
Street, which suggests more willingness on the part

of landlords to sign short term leases. Secondly, due

to the ongoing challenges that retail tenants in this
market face when trying to obtain building permits

for improvements, the City of Santa Barbara has hired
a business liaison to help facilitate the permitting
process. While it remains to be seen just exactly what
steps will be taken to help facilitate prospective tenants
in their efforts to set up shop, this move is encouraging
as the community looks for leadership, vision and
creativity among its key stakeholders to improve
conditions for retail commerce throughout the city for
the long haul.

%
. \
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634 State St., Santa Barbara (Retail)
Q22019 | 4,000 SF | M.Special Brewing Co.



Downtown State Street Q3 Retail Vacancy Update

Radius conducts a monthly visual inspection and research of the downtown State

Street corridor (400-1300 blocks). Vacancy rates are calculated based on State Street-

facing storefronts only, excluding first floor office spaces fronting State Street. Some

spaces may be leased and we are not aware. Pop-up shops are included in the vacancy Y
rate given their short term status.

State Street Retail Vacancy

Q2'19 Q3'19%*
Total Storefronts 249 249
Storefronts Available For Lease 31 29
Vacancy Rate of Storefronts 12.45% 1.65%
Available For Lease
Vacant Storefronts 22 20
o
Perceived Vacancy Rate 8.84% 8.03%
Storefronts Still Occupied
by Tenant
PU
o
*Report updated during Q4 on 11/4/2019
Summary Ry
o
o  State-us quo continues: There has been very little overall change since the g
start of Q3 with 29 available storefronts for lease and 20 of those being vacant g
(just two fewer than the second quarter) which equates to a 8.03% perceived
vacancy rate.
(o]
e New leases: There were 5 new retail leases totaling 9,726 SF signed from the ()

start of the third quarter to date:
509 State St. — 2,824 SF (Pascucci / Leased in Q4) fo)
907 State St. — 2,250 SF (Retail & Wholesale Inc.)
714 State St. — 1,917 SF (Luca B Styles)
430 State St. — 1,450 SF (Insomnia Cookies) o
802 State St. — 1,285 SF (Thuy Dang)

(o] (o]
e New vacancies: Four storefronts totaling 9,478 SF became vacant
during the third quarter: . o
509 State St. — 3,300 SF (Alito’s / Leased to Pascucci in Q4) ,9U
833 State St. — 2,500 SF (Wendy Foster / Moved to 1220 State St.) %J
801 State St. — 1,860 SF (Brauthaus)
931 State St. — 1,818 SF (LF Brand)
o
(o]
VACANT STOREFRONTS BY THE BLOCK
Vacant / Available Spaces O
Available but Occupied Spaces @ g
(o]
Short Term Pop-Up Shops ru o
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Radius is always looking for opportunities to keep
the chains moving forward. Growing our business
and our expertise go hand in hand as we work to
expand service and access in the communities we
serve. In early 2021, we will move our South Coast
headquarters to our newly constructed home at De
La Guerra and Santa Barbara streets. And this past
October we relocated our Ventura office to a larger

space near The Collection at RiverPark in Oxnard.

Both strategic moves are designed to provide our E £ i . AT
Team even greater flexibility to collaborate and Construction is underway at the new mixed-use development located at 214-226

E. De La Guerra St. With 26 apartments and 5,500 SF office space, The Radius/
innovate to benefit our clients. KIBO Group project is expected to be completed in early 2021.

The Radius Team. Your Competitive Advantage.

Radius - Hagelis Retail Advisors ®
Radius Ranch, Vineyard & Agricultural Properties
Commercial Real Estate

Radius Business Brokering Services
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The Goldilocks Effect,

Again

It seems that 2019 commercial sales numbers are
following the same script as 2018 in almost every
aspect except for dollar volume.

Total sales for the first three quarters of 2019 were 58,
just one more than the same period in 2018. Even the
number of sales in each
commercial use category
(office, retail, industrial,
land) are similar, with the

only somewhat notable 2018
statistic being the decline 57 Transactions
in land sales. This may $184.8 Million

be attributed to dramatic

increases in construction

costs, but also to the dearth

of land sales in general

in our development-

challenged South Coast environment.

The big difference between 2019 and 2018, however,

is the dollar volume to date. For Q1-Q3 2018 this

figure was $184,833,720 with an average price per
transaction of $3,243,000. But in 2019 this figure has
soared to $320,445,000 total with an average price per
transaction of $5,525,000.

Simply averaging the price per deal is, of course, a

little misleading. Still, the trend seems to be a steady
number of sales each year with prices increasing
somewhat, accompanied by a disproportionate number
of larger properties selling, leading us to believe that
the market is still going strong and steady without
flying off the handle.

When we dig deeper into the stats, however, we begin
to see that the more interesting story is the number

of sales to buyers intending to occupy the property
(owner-users) is virtually equal to the number of sales
to pure investors. This has essentially been true for
both 2018 and 2019.

Since most owner-user sales have relied on leveraged

12

Q1—-0Q3 Sales Transactions & Volume

Sales Volume Up
73.4%

financing, low interest rates have certainly contributed

to this activity. Some of the investor purchases today

may be viewed as hedges against a dramatic decline

in the stock market. How else do you explain multiple

offers and well-located assets that are priced in the
mid-4% Cap Rate range?

Overall the sentiment
among investors seems to

2019 be that while the recession
58 Transactions cloud seems to be ever-
$320.4 Million looming (at least according

to the media), the outlook
still seems positive for well-
located, secure investments
on the South Coast.

We think this fear of
recession combined with a lack of inventory is what
is creating a tale of two markets. Less risky leased
investments with quality tenants are trading at
premiums and vacant buildings with perceived risk
are trading at discounts.

Some prime examples include 3793 State St. This

SOUTH COAST COMMERCIAL SALES TREND

Excluding Sales of Apartments. Prior 15-year average = 75.4 sales/year.

103 101
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6300 Hollister Ave., Goleta
$33,165,000 | Q3 2019

property was leased to Fidelity and traded for
$4,250,000 at a 4.8% Cap that translates to $949/SF,

a big number for upper State Street. Similarly, 6300
Hollister Ave. in Goleta was a 100% leased office/R&D
building that sold for $33,165,000, which was $312/

SF and a 6.5%, Cap Rate. Finally, 6410-6460 Via Real
in Carpinteria was purchase by the tenant, Microsoft,
for $30,411,162, which was $349/SF. These are all
historically huge prices per square foot pushed by low
Cap Rates.

Alternative examples include downtown retail
properties, which some perceive to be more risky
investments. For example, the sale of 1013 State St.
which was vacant and sold for $1,290,000 at $427/SF.
Additionally 125 E. Victoria was a well-located vacant
office building that sat on the market for 14 months,
went through several price reductions and ultimately
sold for $3,800,000 or $443/SF.

In the current market if a building has a meaningful
amount of existing vacancy (or pending vacancy)

and has deferred maintenance which will need to be
addressed now or in the near future, unless those
assets are priced very competitively they are sitting on
the market for longer periods than in the past (often

RADIUS COMMERCIAL REAL ESTATE

with multiple price reductions) as investors and owner-
users are showing less of a propensity to “stretch” on
valuation as they might have in the past.

Q3 Sales Highlights

Largest Sale of 2019
6300 Hollister Ave., Goleta (Office)
106,309 SF | $33,165,000 | $312/SF | 6.5% Cap

6410-6460 Via Real, Carpinteria (Office)
87,138 SF | $30,411,162 | $349/SF | 5.44% Cap

827 State St., Santa Barbara (Retail/Office)
58,762 SF | $23,575,000 | $401/SF | 4.93% Cap

1486 E. Valley Rd., Montecito (Retail)
6,357 SF | $13,000,000 | $2,045/SF | 7.43% Cap

2323 Oak Park Ln., Santa Barbara (Office)
7,625 SF | $6,250,000 | $820/SF | 5.0% Cap

3793 State St., Santa Barbara (Retail)
4,477 SF | $4,250,000 | $949/SF | 4.8% Cap

13



800 Miramonte Dr., Santa Barbara
$14,000,000 | Q22019

Q2 Sales Highlights

The Hampton Inn
5665 Hollister Ave., Goleta (Hospitality)
98 Rooms | $28,550,000 | $291,327/Key

420 S. Fairview Ave., Goleta (Office)
72,200 SF | $22,855,000 | $317/SF | 6.75% Cap

800 Miramonte Dr., Santa Barbara (Office)
19,334 SF | $14,000,000 | $724/SF | 4.85% Cap

834 State St., Santa Barbara (Office)
23,373 SF | $7,100,000 | $304/SF | 3.05% Cap

3376 Foothill Rd., Carpinteria (Land)
397,703 SF Land (9.13 Acres) | $6,025,000
$15/SF Land ($660,000/Acre)

220 N. La Cumbre Rd., Santa Barbara (Office)
12,270 SF | $4,250,000 | $346/SF

Q1 Sales Highlights

4050 Calle Real, Santa Barbara (Office)
60,225 SF | $30,520,000 | $507/SF | 5.0% Cap

600 Pine Ave., Goleta (Industrial)
83,479 SF | $21,500,000 | $258/SF | 7.6% Cap

454 S. Patterson Ave., Goleta (Office)
26,201 SF | $14,850,000 | $567/SF | 5.0% Cap

6155 Carpinteria Ave., Carpinteria (Industrial)
44,000 SF | $8,000,000 | $182/SF

130 & 132 Robin Hill Rd., Goleta (Office)
41,547 SF | $6,500,000 | $156/SF

6384 Via Real, Carpinteria (Industrial)
24,030 SF | $5,400,000 | $225/SF

Q3 2019 | RADIUS INSIGHT



Q4 2018 Sales Highlights 3891 State St., Santa Barbara

$27,000,000 |

75 Robin Hill Rd., Goleta (Industrial)
128,827 SF | $27,000,000 | $210/SF

The Galleria (Target)
3891 State St., Santa Barbara (Retail)
34,000 SF | $27,000,000 | $794/SF | 4.79% Cap

Cabrillo Business Park

6700 Block of Hollister Ave., Goleta (Land/Industrial)
494,962 SF (11.36 Acres) | $23,012,153 | $46/SF Land

5 Buildings entitled at 160,000 SF

Mason Beach Inn
324 W. Mason St., Santa Barbara (Hospitality)
45 Rooms | $15,300,000 | $340,000/Key

730 E. Canon Perdido St., Santa Barbara (Office)

27,000 SF | $11,600,000 | $430/SF ‘/ :
o S
128 W. Canon Perdido St., Santa Barbara (Office) 3 » Pz
18,054 SF | $8,000,000 | $443/SF | 5.61% Cap Cabrillo Business Park;Goleta

$23,012,153 | Q4 2018

1283 Coast Village Circle, Montecito (Office)
3,230 SF | $3,305,000 | $1,023/SF

iw; o SRR
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4050 Calle Real, Santa Barbara
$30,520,000 | Q12019
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1501 Santa Barbara St., Santa Barbara
8 Units | Sold January, 2019 | $4,394,000

e oo ey > 3

South Santa Barbara County

The South Coast multifamily market continues to see
unprecedented demand. With very little inventory, the
market is extremely competitive and quality properties
have garnered multiple offers with prices sometimes
over asking and with very aggressive terms. With
increased vacancy risk in other commercial property
types, the buyer pool for multifamily buildings in

our area has widened. Several trophy assets such as
1501 Santa Barbara St. have been purchased by 1031
exchange investors seeking stability, and with an
already substantial amount of local and institutional
investors desiring assets here, average cap rates are at
record lows. Interest rates have also dropped to levels
not seen since 2016, making more deals pencil out than
in the last few years.

Although the market continues to chug along with
sellers having no problem getting top dollar for their
assets, the elephant in the room is AB 1482. While

the impacts of this state bill have not yet been fully
solidified, changes have already begun to occur. Owners
who have recently purchased buildings are in some
cases realizing that any rent increases they have made
will have to be rolled back to March 2019 levels, negating

18

the appeal of some purchases made on a pro-forma
basis. Banks are already updating their underwriting
standards due to the bill, and are underwriting assets at
their rent effective March 31st, not current levels.

But despite the new rent control bill looming, Santa
Barbara owners are not necessarily lining up to sell, and
when they do, they are having no problem getting top
dollar for their assets. The fact remains that the South

SOUTH COUNTY MULTIFAMILY
SALES TREND

Properties 5+ Units

Q3 2019

| RADIUS INSIGHT



Coast will continue to be an extremely desirable place
to live and work, and with barriers to entry remaining
in place for additional housing, rents will continue to
increase and vacancy will remain low.

The tightest of all Central Coast markets this year has been
Isla Vista. A longtime favorite for local and institutional
investors, this market has seen no inventory with only one
sale at 6679 Abrego Rd. which was purchased by a local
investor for $4,100,000. With the new rent bill in place,
student housing could potentially provide a shelter against
rent caps, since it is more common for students to relocate
each year, leaving landlords open to increased rents. This
could potentially make Isla Vista an even more attractive
option for investors, increasing competition and prices for
these assets.

The West Beach neighborhood also continues to
shine with prices and yields generally well above the
average for Santa Barbara. The proximity to the ocean,
Funk Zone and Santa Barbara City College continues
to drive demand for rentals, and many investors are
focused on finding assets in that part of the city. The
most recent sale was an 11 unit property which sold off
market for $4,795,000 at a high 3% cap rate. Another
property in a similar location was Montecito Gardens,
which has commanded a great deal of attention
from investors. With rents below market, it will be
interesting to see how the investment pans out with
AB 1482 now in plac

i
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6679 Abrego Rd., Isla Vista
14 Units | Sold May, 2019 | $4.1 Million
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2019 Highlight Sales

Robin Apts., 1402-1404 San Pascual St., Santa Barbara
75 units | $19,917,500 ($265,567 PPU) | 6/7/19

528 W. Los Olivos St., Santa Barbara

28 Units | $7,800,000 ($278,571 PPU) | 3.47% CAP | 8/1/19

High Tide Apts., 204 W. Yanonali St., Santa Barbara
11units | $4,775,000 ($434,091 PPU) | 5/15/19

1501 Santa Barbara St., Santa Barbara
8 units | $4,394,000 ($549,250 PPU) | 1/16/19

28 W. Pedregosa St., Santa Barbara
14 units | $4,250,000 ($303,571 PPU) | 3.06% CAP | 7/18/19

6679 Abrego Rd., Isla Vista
14 units | $4,100,000 ($292,857 PPU) | 5/31/19

1032 E. Mason St., Santa Barbara
8 Units | $3,100,000 ($387,500 PPU) | 3/22/19

411 Corona Del Mar, Santa Barbara
7 units | $3,085,000 ($440,714 PPU) | 8/2/19

1511 Bath St., Santa Barbara
10 units | $2,398,950 ($239,895 PPU) | 7/19/19

219 E. Victoria St., Santa Barbara
7 units | $2,190,000 ($312,857 PPU) | 8/15/19




North Santa Barbara County

The North Santa Barbara County markets of Santa Maria and Lompoc have been exceptionally strong. With a
similar lack of inventory to the South County and slightly higher yields, cap rates have remained low compared
to previous years. Within both Santa Maria and Lompoc, there is only one building larger than 10 units available,
located at 826 W Cook St. That asset is priced at a 5% cap rate and has generated much interest from investors.
Typically, cap rates for Santa Maria have been in the 5.5%+ range.

The largest sale in North County was that of 1735 Biscayne St., a 128 unit luxury apartment development that sold
for $40,000,000, or $312,500/unit. Originally built as condominiums, the property features mainly 3 bedroom units
which command relatively high rents for the area between $2,425 and $3,250 per unit. The property was purchased
by an institutional investor with a portfolio of over $8 Billion throughout California, showing Santa Maria’s appeal
to largescale investors. In the future, look for strong demand and decreased cap rates for any buildings in the mid

to large size range (15-100 units), as there simply isn’t any inventory on the market, the area is improving and many
local investors are looking for more yield outside of Santa Barbara proper.

2019 Highlight Sale

1735 Biscayne St., Santa Maria | 128 units | $40,000,000 ($312,500 PPU) | 4/25/19
480 Avenue of the Flags, Buellton | 22 units | $2,550,000 ($115,909 PPU) | 2/5/19

1735 Biscayne St., SantaMaria | 128 Units
Sold April, 2019 | $40 Million
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San Luis Obispo County

With a favorable setting and demographics similar to Santa Barbara, San Luis Obispo has been a very desirable place to
live, and with more technology companies opening up shop and Cal Poly San Luis Obispo expanding its student base,
housing has become more expensive, in turn increasing investment in the area by developers and buyers. While rents
in the area are not quite at the level of Santa Barbara ($1,500 average for a 1 bedroom apartment versus $1,850 in Santa
Barbara), the rents still have room to run.

San Luis Obispo has also been very attractive to local and institutional investors and has shown a similar lack of
inventory to Santa Barbara. The prime area of interest for many investors is the area just outside of Cal Poly, San Luis
Obispo. One such investment was College Gardens, a 35 unit building located in close walking distance to Cal Poly
that sold for $9,855,000 to an investment group headquartered in the Bay Area. A very well located student housing
complex also entered escrow at 1238 E. Foothill Rd., one of the only 5+ unit properties to hit the market so close to the

University in recent years.

One slightly detrimental factor to the local student housing market in San Luis Obispo has been Cal Poly’s recent
completion of more than 1,400 student beds on campus, which has cut into the rental market and made it harder for
some owners to get their units fully leased up. Despite the short-run implications of the new on-campus housing,
enrollment is expected to increase 25 percent by 2035, making student housing investments close to campus a stable
option for investors.

Ventura County

Ventura County has seen 14 multifamily sales of 5+ units year to date, compared to the 21 sales completed in all of
2018. At this rate we may see the final tally settle below last year’s numbers, showing the lack of inventory in the
market which is what he have seen for the other regions within the tri-counties. With investors from Santa Barbara
and Los Angeles both looking to this market for higher yields and overall appreciation, multifamily inventory has
been hard to come by.

One highlight sale was a 58 unit building which traded for $15,350,000 at 3325-3373 Armada Dr. Larger properties in
these markets that are in relatively good condition have been getting gobbled up quickly by investment companies,
and any properties in the larger size range that are reasonably priced should fetch top dollar for investors. With
increased investment and reinvigoration into Ventura County, look for these areas to see upside over the long-run.

2019 Highlight Sales
Armada Apartments, 3325-3373 Armada Dr., Ventura | 58 units | $15,350,000 ($264,655 PPU) | 5/31/19
Casa de Ventura, 3098 Channel Dr., Ventura | 32 units | $7,404,500 ($231,391 PPU) | 3/22/19
4540 Apricot Rd., Simi Valley | 14 Units | $7,350,000 ($525,000 PPU) | 5/3/19
520 W. Channel Islands Blvd., Oxnard | 36 units | $5,600,000 ($155,556 PPU) | 3/1/19
Casa Valencia, 1950 Lantana St., Oxnard | 33 units | $2,553,072 ($77,366 PPU) | 4/16/19
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