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South Bay Reels from 
Commercial Downturn
By Erik Derr

While a steady stream of economic signs 
have suggested a financial recovery --- albeit 
a slow one --- is indeed on its way, it seems 
the South Bay housing market has weathered 
the downturn with the same relative stability 
it enjoyed during previous slowdowns, thanks 
to the area’s proximity to many of L.A.’s 
biggest business hubs. At the same time, 
commercial real estate --- which typically 
lags behind the residential housing market in 
responding to changes in the economy --- is 
in the middle of its own steep decline that 
has hit the South Bay hard. “Residential has 
been in the toilet for two years. They’re just 
coming out of it,” said Jesse Laikin, senior 
vice president and founding principal at the 
South Bay office of Lee & Associates, the 
fourth-largest commercial real estate company 
in the nation. 

Usually it takes about nine months for the 
commercial side to see any effects of any 
changes in the residential market, Laikin said. 
But “in this case, it was two years, because 
it was such a dynamic market for so long.”

However, Laikin noted, commercial inves-
tors have seen a significant decline in real 
estate activity over “the last 12 months…the 
vacancy rate keeps rising,” Commercial real 
estate was still seeing positive growth two 
years ago, he said, but in the last quarter of 
2008, “our market started sliding…we’ve 
had negative absorption since and negative 
absorption is not what we want.”

In other words, the South Bay, which 
claims an estimated 230 million square feet 
of industrial space and about 62 million 
square feet in office area overall, has seen 
virtually no growth over the last year, said 
Laikin, a veteran of the commercial real 
estate industry for nearly 30 years. 

Yes, there has been recent activity around 
projects such projects as the 37-acre Plaza 
El Segundo near the corner of Rosecrans 
Avenue and El Segundo Boulevard., at the 
site of a former aerospace facility that now 
offers a variety of restaurants, commercial 
retail and other service providers. But such 
projects, explained Laikin have all been 
redevelopments. “As far as (new) develop-
ment and expansion, it’s all stopped…that’s 
old news,” he said.“You’re not talking about 
somewhere like Corona or San Bernardino 
or Inland Empire. There’s not a lot of land 
for us to develop.”

Recent studies suggest the overall office 
vacancy in Southern California pushed over 
17 percent in the third quarter, up from 13 
percent a year earlier, while leasing prices 
over the last 12 months dropped about seven 
percent. Data from market researcher Foresight 
Analytics LLC, based in Northern California, 
shows the national office vacancy rate has 
jumped 170 points to about 16.2 percent, 
while commercial rental prices have slipped 
about 4.4 percent across the country.

“Demand drivers for all asset classes of 
commercial real estate stink right now,” 
Allen Greer, managing member of Greer 
Advisors LLC in Los Angeles and a former 
official with Bank of America Corp., told 
Bloomberg.com last week. Greer said any 
recovery in the commercial market would 

be tied directly to the nation’s job market, 
which earlier this month saw unemployment 
rates rise in 23 states. “I see no end in sight 
for the lack of job growth…With no jobs, 
you have no demand.”

According to several different studies, 
California’s unemployment rate was about 
12.2 percent last month, above the national 
average of 9.8 percent. The state actually saw 
a one percent drop from the unemployment 
claims counted in August, but a 4.4 percent 
rise over the jobless numbers in September 
2008.

Jobs, agreed Laikin, figure prominently into 
the health of commercial real estate, as does 
the level of consumer confidence --- or lack 
thereof. “Consumers stop spending and stop 
expanding and buying houses. Eventually it 
trickles down to the manufacturing and the 
office space and the retail space,” Laikin said.

The lack of commercial credit is another 
giant reason for the slump. Despite the hints 
of positive growth in other sectors of the 
economy, commercial lenders are generally 
holding on to their money. The numbers 
from Foresight Analytics also show defaults 
on commercial real estate loans nationwide 
totaled an estimated $110 billion in the sec-
ond quarter, more than 10 times the level in 
the last quarter of 2006. Researchers expect 
defaults to reach upwards of $170 billion by 
the fourth quarter of 2010. A “tsunami” of 
commercial foreclosures, said Laikin, will 
likely hit the market sometime “in the middle 
to the end of next year.” 

Laikin has so far seen little if any im-
provements in his market resulting from the 
government’s heralded efforts to stimulate the 
economy. Yes, he said, there are still some 
SMA funds available to owner-occupants 
to buy their own buildings, “but if you’re 
going to try to develop a project or buy an 
investment, there’s no money.”

Of course, the tons of money being spent 
by government officials in the name of saving 
the economy has resulted in a tripling of the 
national deficit, which will somehow need 
to be paid down and will no doubt result 
in higher prices for everybody, complained 
Laikin. “I don’t know anyone who’s positive 
on our government,” he said.

The current slump has prompted companies 
to look for more ways to cut costs. As a 
result, Laikin and his other Lee & Associates 
compatriots have refocused their recent atten-
tion on showing clients how to “go green” 
and become more energy-efficient, re-finance 
their existing holdings and either find other 
properties that they can lease or learn how 
to lease their spaces to other interests. 

Commercial investors, asserts Laikin, will 
have to ride out their troubled market for at 
least several more months. “We’re going to 
be still in this for another year. It’s my guess 
at least a year,” he said. Then, hopefully, the 
commercial market will once again be able 
to welcome back interested consumers. And 
when that happens, said Laikin, “that will 
come eventually to people who need office 
space, to the big retailers and the warehouses 
and manufacturing and importers.”

When spending resumes, he said, “that will 
trickle down to the commercial world.” •

1. Sun 2:00-4:00 1215 Ashmill St, Carson 4 Bd. 2.5 Ba. $575,000 

 Bill Ruane  Re/Max Beach Cities Realty 310-877-2374

2. Sun 2:00-4:00 1223 Ashmill St, Carson 3 Bd. 2.5 Ba. $550,000 

 Bill Ruane  Re/Max Beach Cities Realty 310-877-2374

3. Sun 2:00-4:00 4321 Crest Dr #A, MB 3 Bd. 2.5 Ba.  $1,599,000 

 Bill Ruane  Re/Max Beach Cities Realty 310-877-2374

4. Sun 2:00-4:00 4323 Crest Dr #B, MB 3 Bd. 2.5 Ba.  $1,789,000 

 Bill Ruane  Re/Max Beach Cities Realty 310-877-2374

5. Sun 2:00-4:00 4320 Highland Ave #C, MB 3 Bd. 2.5 Ba.  

 $1,859,000 Bill Ruane Re/Max Beach Cities Realty 310-877-2374

6. Sun 2:00-4:00 312 44th St #D, MB 4 Bd. 4.5 Ba.  $2,299,000 

 Bill Ruane  Re/Max Beach Cities Realty 310-877-2374

7. Sun 2:00-4:00 312 44th St #E, MB 4 Bd. 4.5 Ba.  $2,299,000 

 Bill Ruane  Re/Max Beach Cities Realty 310-877-2374

Eloise Mendez • Ursula Mix
     DRE # 01378851                      DRE # 01426562

“Building Dreams”

310-322-9761

When Integrity Really Matters

• Large ocean view lot in exclusive Portuguese Bend...$850,000

• Large R3 lot 2068 Wallace St in Costa Mesa…$350,000

• 5406 W 149th Pl. #12 Hawthorne (buyers)...SOLD

• 12043 Culver Dr…Culver City...IN ESCROW

CCR Properties, Inc. 315 Richmond St., El Segundo 

PROPERTY 
MANAGEMENT 

WITH ELOISE AND 
URSULA

          310.641.3383
WWW.TEAMCROCKETT.COM

TEAM CROCKETT AT C C R PROPERTIES INC.

310.641.3383
WWW.CCRPROPERTIESINC.COM

Westside

Southbay

Valley

Orange County

Corona

Palm Springs

Live on the hill in           
Playa del Rey • 7525 Earldom

 Architectural home on a private double lot. 
 Two spacious master suites with walk-in closets.   
 Cathedral ceilings with great light throughout.
 Backyard includes a swimming pool, hot tub,  
 waterfall pond, Play area, and upper patio area.
 Call Patty or Cristina at Team Crockett 
 310.641.3383 ext.1 or ext. 2

Westchester Home •
Custom West           

 Collector’s Paradise
 Gourmet Kitchen opens to cozy family room 
 with classic bar.  Magnifi cent Master suites 
 with oversized walk in closets. Four car 
 garage and much much more. 
 OPEN SUNDAY 1:30 pm  – 4:30 pm

 Call Sheila 310.338.1311 

Gas Light Area townhouse           
Manhattan Beach • 433 Marine Ave Unit B

 Three bedroom 3.5 bathroom townhouse. 
 Over 1800 Square feet. Hardwood fl oors, 
 recessed lighting, bright kitchen with newer  
 appliances. Four blocks to beach. Two car 
 attached garage with guest parking.

 Call Eloise Mendez 310.940.5537
or Ursula Mix 310.872.8601

OPEN SUNDAY

433 #B MARINE AVE
MANHATTAN BEACH

Prestigious Gas Light Area
3 bedroom, 3.5 bath Town home

4 blocks from beach.
$1,150,000 


