*

Northmarq

CONSTRUCTION
ACTIVITY

UNDER CONSTRUCTION

UNITS DELIVERED (YTD)

MARKET
FUNDAMENTALS

VACANCY RATE
YEAR-OVER-YEAR CHANGE
ASKING RENTS

YEAR-OVER-YEAR CHANGE

TRANSACTION
ACTIVITY (YTD)

MEDIAN PRICE PER UNIT

ORANGE COUNTY

MULTIFAMILY
2Q 2025

2,624

+2.1%

378,300

MARKET INSIGHTS

Stable vacancy
supports continuea
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HIGHLIGHTS

e Property fundamentals in the Orange County multifamily market remained stable during
the second quarter, with vacancy holding level and rents recording slight gains. Year to
date, multifamily deliveries are trailing historical averages, but outpacing the limited
levels recorded in the same period of 2024.

e Vacancy conditions have operated in the mid-4% range since the third quarter of last
year. Area vacancy is currently 4.5% after going unchanged from the first quarter to the
second quarter.

e Rent growth continued for a fourth consecutive quarter, with asking rents rising 0.2%
quarter-over-quarter and 2.1% year-over-year, closing the second quarter at $2,624
per month.

e Transaction activity resumed during the second quarter after a quiet start to the year. Year
to date, the median sale price in Orange County is $378,300 per unit, up nearly 5%
from 2024, with an average cap rate of 5.1%.

ORANGE COUNTY MULTIFAMILY MARKET OVERVIEW

Property fundamentals in the Orange County multifamily market remained stable during
the second quarter, as delivery totals thus far in 2025 have been below historical levels.
The limited addition of new inventory has likely been a contributing factor to the pause in
market shifts during the first and second quarters. The vacancy rate has stayed within a
roughly 100 basis point range since 2015, so a lack of quarterly movement is common.
Rents improved from the first quarter and long-term growth has still been steady with an
increase of 2.1% over the past year. Some submarkets, such as Huntington Beach and
Newport Beach, have continued to outperform, with asking rents rising by more than 5%

in the past 12 months alongside vacancy improvements.

Sales velocity accelerated in recent months, with a handful of properties trading during
the second quarter after no significant transactions in the opening three months of 2025.
This uptick involved a diverse mix of properties, primarily at the extremes of the quality
spectrum. Two-thirds of year-to-date sales were Class C assets, the majority of which
traded in Santa Ana. The remainder were top-tier assets, with a median price of
$572,300 per unit, a record high for Class A in Orange County. Fueled by peak pricing
on high-end properties, overall pricing has improved, with the year-to-date median price
rising nearly 5% from 2024 to $378,300 per unit. Cap rates averaged 5.1% during the

second quarter, and have remained in the low-5% range since 2023.



MARKET INSIGHTS 2Q 2025

EMPLOYMENT

Employment growth accelerated in the second quarter, following a
modest contraction during the first three months of the year. During
the past 12 months, total employment in Orange County has
increased by 0.5%, with the addition of 8,600 positions.

¢ The private education and health services sector led the region in
new hires during the past year. Over the past 12 months,
employers in these industries have expanded payrolls by 5.0%,
hiring 13,500 workers.

o While shifts in payrolls have been mixed, the leisure and hospitality
sector recorded positive gains during the past 12 months. Year
over year, employment in this industry increased by 3,200
positions, rising by 1.4%.

e FORECAST: Employment growth in Orange County is forecast to
continue at a steady pace during the coming quarters. In 2025,
local employers are expected to expand payrolls by 0.5% with the
addition of 8,500 new hires.

Approximately 6,100 units are
currently under construction.

DEVELOPMENT TRENDS
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Over the past 12 months, total
employment has grown by 0.5%.

EMPLOYMENT OVERVIEW
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DEVELOPMENT & PERMITTING

o Multifamily completions have been light through the first half of 2025,
following the same trend from the same period last year. Year-to-date,
fewer than 800 new units have come online, compared to roughly
700 units delivered during the first half of 2024.

o Despite the limited pace of new deliveries, more projects were
completed in the second quarter than started. About 6,100 units are
currently under construction in Orange County, down 17% from one
year ago. Nearly two thirds of the total are in Irvine, where over
4,000 units are underway. Anaheim has the second largest share with

nearly 800 units, with remaining projects scattered across the region.

o Multifamily permitting spiked during the past three months as
developers pulled permits for more than 1,400 units, up from roughly
400 units in the first quarter. Permitting totals in the second quarter
were 70% higher than the region’s average quarterly permits over the

trailing five years.

o FORECAST: The pace of multifamily deliveries should accelerate in
the coming months, supported by several large projects scheduled for
completion by year-end. Approximately 4,000 units are projected to
be completed in 2025, a 43% increase compared to 2024.
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MARKET INSIGHTS 2Q 2025

VACANCY

¢ Vacancy conditions remained stable in recent months, as the rate held

The vacan Cy rate he Id HOT af flat at 4.5% from the first quarter to the second quarter. Year over
45% from I_he F”,.S’. q varter to ,Lhe year, area vacancy increased by 30 basis points.

e Santa Ana continues to be among the top submarkets for vacancy

second quarter.

improvement. The vacancy rate in this submarket closed the second
quarter at 4.9%, down 160 basis points from one year ago.

VACANCY TRENDS

o Although elevated construction activity has weighed on vacancy in

5.0% Irvine, this submarket has recorded the strongest absorption rates in
4.5% the region during the past year. Apartments in Irvine posted net
. move-ins for more than 1,000 units during the past 12 months.
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RENTS

Rents have increased 2.1% year

o Asking rents in Orange County recorded a modest gain during the over yeCIf
second quarter, closing the first half of 2025 at $2,624 per month.
Rents have increased 2.1% year over year.

RENTS TRENDS
¢ Huntington Beach and Newport Beach continued to lead the market
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MARKET INSIGHTS 2Q 2025

MULTIFAMILY SALES

o Investment sales activity picked up in the second quarter after no
sales were recorded during the opening three months of the year.
While current transaction volume lags historical averages, total
sales during the first half of this year doubled levels recorded in the
closing six months of 2024.

¢ The median sale price during the first half of the year was
$378,300 per unit, up nearly 5% from last year. Sales activity has
accelerated in Santa Ana, which now accounts for two-thirds of

transactions so far this year, up from just 16% of sales between
2020 and 2024.

o As of the second quarter, the average cap rate is 5.1%. During both

2023 and 2024, cap rates averaged close to 5% in Orange County.

The median sale price during

the first half of the year was
$378,300 per unit.

INVESTMENT TRENDS
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RECENT TRANSACTIONS MULTIFAMILY SALES ACTIVITY

PROPERTY NAME STREET ADDRESS

Skyline at MacArthur Place
Citron Apartments 901 E. South St., Anaheim
Coventry Court

Huntington Breeze

Vista Del Sol Apartments

Imperial Apartments

15 MacArthur Pl., Santa Ana

8911 Mays Ave., Garden Grove

YEAR BUILT UNITS  SALES PRICE PRICE/UNIT

$239,600,000 $684,571

16000 Cambridge Way, Tustin

16171 Springdale St., Huntington Beach

1722 N. Bush St., Santa Ana
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MARKET INSIGHTS 2Q 2025

LOOKING AHEAD

After mostly stable performance in recent periods, a few potential shifts
in the market are possible during the second half of the year.
Completions are projected to spike with several major projects coming
online. Approximately 4,000 units are scheduled for completion in
2025, a six-year high for Orange County. The current construction
pipeline currently represents 2.5% of total inventory, slightly higher than
in Los Angeles County, but lower than levels throughout the rest of
Southern California. The increase in inventory may place upward
pressure on vacancy, but local vacancy has historically shown
resilience during periods of elevated supply growth. Asking rents are
forecast to continue rising, and the Anaheim and Santa Ana areas
should outperform, while the rapid rent growth in the northern coastal
submarkets may begin to moderate by year’s end.

EMPLOYMENT FORECAST
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CONSTRUCTION & PERMITTING FORECAST
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Properties should continue to change hands through the end of the
year, though the upcoming spike in new unit deliveries may have an
impact on sales activity. Still, total sales for the full year should surpass
the limited levels recorded in 2024. As the number of projects being
completed each year has risen, there has been a steady decrease in
the number of properties that change hands. Once the development
pipeline returns to historical norms, allowing room for rents and
vacancies fo trend more favorably, investment activity will likely return
to more typical levels between mid-2026 to 2027. With interest rate
cuts potentially on the horizon in the second half of 2025, additional
deal activity may emerge for opportunities that had previously failed to
pencil. Cap rates are expected to remain relatively stable through the
end of the year.

VACANCY FORECAST
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RENTS FORECAST
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FOR MORE INFORMATION, PLEASE CONTACT

VINCE NORRIS
Regional Managing Director, Investment Sales
818.519.3435

vnorris@northmarg.com

PETER HAUSER

Senior Vice President, Investment Sales
949.302.1400
phauser@northmarg.com

JIM FISHER

Managing Director, Investment Sales
818.515.4277
ifisher@northmarg.com

MIKE A SMITH
Managing Director, Investment Sales
818.903.4676

msmith@northmarg.com

MATT HAUSER
Senior Associate, Investment Sales
949.500.9565

mhauser@northmarg.com

JORDAN HAUSER
Associate, Investment Sales
949.793.1315
jhauser@northmarg.com

TOMMY YATES
Associate, Investment Sales
415.408.1019
tyates@northmarg.com

SCOTT BOTSFORD

Senior Vice President, Debt + Equity
949.717.5206
sbotsford@northmarg.com

DAVID BLUM
Managing Director, Debt + Equity
949.717.5215

dblum@northmarg.com

JOE GIORDANI
Managing Director, Debt + Equity
949.717.5208

jgiordani@northmarg.com

PETE O'NEIL, Director of Research | 602.508.2212 | poneil@northmarg.com

ABOUT NORTHMARQ

Northmargq is a full-service capital markets resource for commercial real estate investors, offering seamless collaboration with

top experts in debt, equity, investment sales, loan servicing, and fund management. The company combines industry-leading

capabilities with a flexible structure, enabling its national team of experienced professionals fo create innovative solutions for clients.

Northmarg’s solid foundation and entrepreneurial approach have built a loan servicing portfolio of more than $76 billion and @

two-year transaction volume of $52 billion. Through the 2022 acquisition of Stan Johnson Company, Northmarq established itself

as a provider of opportunities across all major asset classes. For more information, visit www.northmarg.com.

The information contained herein has been obtained from sources deemed reliable. While every reasonable effort has been
made to ensure its accuracy, we cannot guarantee it. No responsibility is assumed for any inaccuracies. Readers are encouraged
to consult their professional advisors prior to acting on any of the material contained in this report. ©2025. All rights reserved.
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