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economics from Harvard University.

GreGory T. muTz | Chairman & Chief Executive Officer | AMLI Residential Partners, LLC
AMLI Residential Partners, LLC, is a successor company to AMLI Realty Co., a Chicago based 
real estate company he founded in 1980. In 1994 AMLI Realty Co. split into 2 companies, 
AMLI Residential Properties Trust and AMLI Commercial Properties Trust. AMLI Residential 
Properties Trust became a public company (NYSE:AML) from 1994-2006, at which time AMLI 
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firm’s legal, insurance and human resource functions. He subsequently served as Chief 
Operating Officer and General Counsel of ARCS Commercial Mortgage Co. from its inception 
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Marshall School of Business.

dan chandler | President | Chandler Partners 

Chandler Partners is a local development firm with a 35 year track record developing 
commercial and residential real estate in Southern California. The firm is in the business of 
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Executive Summary

Although the economy still has a long way to go to fully recover from the financial crisis and 
crushing economic slowdown of 2008-2009, the US has experienced six straight quarters of 
positive GDP growth and the employment picture has shown small signs of improvement.  
The Southern California apartment market, similarly, has shown widespread improvements 

in rents and vacancy rates since December of 2009. 

Apartment demand has improved during 2010, with positive net absorption and increased occupancy 
rates for all four metro areas.  Orange County, San Diego County, and the Inland Empire, furthermore, 
experienced higher levels of positive net absorption than in 2009.  Positive net absorption in Los 
Angeles County was just over one-quarter the level observed in 2009.  Despite the improvement in 
apartment demand, vacancy rates are still 1 to 3 percentage points above their “natural” level—the 
level at which inflation-adjusted rents remain constant.  

Southern California rents remained largely flat over the last year at the metro level, both on average for 
all properties and on a same-store basis.  The Inland Empire performed the strongest, with an average 
rent increase of 1 percent and a same-store rent increase of 1.2 percent.  San Diego was the only metro 
area to experience a decline in rents (either average or same-store), with a decline in average rents of 
0.2 percent.  Overall, Southern California fell short of both the national average in rent growth (2.3 
percent) and the West region (1.7 percent).  

Twenty-six out of 40 Southern California submarkets experienced flat or increasing average rents in 
2010, compared with only three out of 40 in 2009.  Between a reduction in multifamily conversions 
of for-sale product, a dwindling supply of single-family homes and condominiums for lease, and 
improvements in the macroeconomy, we are observing a strengthening in fundamentals on both the 
supply and demand side, which is serving to boost rents and fill units.  

We forecast virtually flat average rents and vacancy rates for Orange County, San Diego County, and 
the Inland Empire over the next eight quarters.  We expect Los Angeles County to experience a modest 
decline in average rents and vacancy.  For the second year in a row, we expect Los Angeles County to 
be the weakest performer in terms of average rent changes.  

Los AngeLes County

The Los Angeles apartment market had a mixed performance in rents across its 11 submarkets, to go 
along with the mixed performance in the broader regional economy.  The county gained 2,500 jobs in 
2010 – not great by most standards, but a significant improvement over the 225,000 jobs lost in 2009.  
The greatest gains came in the sectors of Information (which includes the television and film industry), 
Education/Health Services, and Leisure/Hospitality.  The biggest losses came in Local Government, 
Manufacturing, Construction, and Trade.  

Intown Los Angeles showed the largest increase in average rents (6.8 percent), followed by the South 
Bay submarket (5.9 percent).  Tri Cities showed the largest decline (9.2 percent), and was one of only 
two submarkets with larger declines in average rents for 2010 relative to 2009.  Seven of the 11 
submarkets showed increases in average rents and six showed increases in same-store rents.  As of Q4 
2010, average rents for the county are off 6.8 percent from the peak in Q2 of 2008.      

The demand for apartments in 2010 continued to improve, although positive net absorption was 
only 28 percent of the 2009 total:  6,290 vs. 22,690 units.  The overall occupancy rate increased 0.2 
percentage points to 94.1 percent.  The average monthly effective rent rose 0.9 percent to $1,501. 

New units were delivered in all submarkets except the San Gabriel and Santa Clarita Valleys.  Completions 
for 2011 are expected to decline by about 60 percent from 2010 levels.  Intown LA, Hollywood, and the 
San Fernando Valley submarkets, which account for 37 percent of the Los Angeles apartment market, 
are expected to supply just over 60 percent of the new supply.  



orAnge County

Following a loss of 75,000 jobs in 2009, the employment picture stabilized somewhat in 2010.  Orange 
County saw a gain of 6,500 jobs, with the largest gains occurring in the Professional/Business Services 
and Leisure/Hospitality sectors.  The largest declines in employment were posted in the Trade and 
Transportation/Utilities sectors.  The unemployment rate in December 2010 was 8.9 percent, down 
from 9.5 percent in December 2009.  

Demand for apartments increased from Q4 2009 to Q4 2010 with positive net absorption of 5,830 units, 
an increase of 39 percent over the prior four quarters.  Occupancy increased another 1.2 percentage 
points during 2010, bringing the overall rate to 94.9 percent.  

Average rents increased by 0.8 percent in 2010, while same-store rents remained unchanged.  The 
average monthly rent for the county at the end of 2010 was $1,475.  

The Irvine submarket, which accounts for 17 percent of the total apartment supply, added 1,909 of 
the 3,187 new units completed in 2010, or 60 percent.  Anaheim, North County, Santa Ana, and Central 
County submarkets accounted for the remainder of the new units added.  Completions for 2011 are 
expected to drop precipitously, with North Orange County, Anaheim, and Huntington Beach scheduled 
to add only 176 new units.  

InLAnd empIre

The multifamily housing markets in the Inland Empire have been severely affected by the economic 
recession.  Riverside and San Bernardino County’s unemployment rates hit 14.9 and 13.8 percent, 
respectively, in Q3 2009 – the highest in decades -- and have improved little since.  As of December 2010, 
combined unemployment for the two counties still stood at 14 percent.  Although the employment 
picture has improved, the region still reported a loss of 7,600 jobs in 2010.  The largest losses occurred 
in the sectors of Construction, Government, and Manufacturing.  The strongest growth occurred in 
the Professional/Business Services, Leisure/Hospitality Services, and Transportation/Utilities sectors.    

Like Orange County, demand for apartments in the Inland Empire increased during 2010.  The region 
ended the year with positive net absorption of 4,280 units, an increase of 15 percent over the 2009 
tally.  

East San Bernardino logged the largest improvement over 2009, more than tripling the number of net 
move-ins for 2009.  East San Bernardino, which accounts for 24 percent of the total apartment stock, 
accounted for over 30 percent of the net move-ins for the metro area, or 1,320 units.  Outer Riverside/
San Bernardino experienced the biggest slow-down relative to 2009, with only 290 net move-ins, or 
35 percent of its 2009 total.  Occupancy increased in all submarkets, with East San Bernardino posting 
the largest gain.  

Effective rents increased by 1.0 percent, while same-store rents increased by 1.2 percent.  At the end 
of 2010, the average effective monthly rent was $1,034.  

Southwest Riverside, which contains 17 percent of the total apartment stock, added 45 percent of 
the 2,068 new units completed in 2010.  Again, like Orange County, completions are expected to drop 
off sharply in 2011.  Just over 200 new units are scheduled for delivery between East San Bernardino, 
Southwest Riverside, and Coachella Valley submarkets.     



sAn dIego County

The unemployment rate fell to 10.1 percent in December of 2010, second lowest among the four 
metro areas covered in the report.  After reporting 43,000 job losses in 2009, San Diego County 
ended 2010 with 5,200 jobs gained.  The broad services sector posted the majority of the gains.  
The largest losses occurred in the Construction sector.  

The demand for apartments continued its upward trend from 2009, with 3,420 units of positive 
net absorption.  Although the number of net move-ins was 82 percent higher than in the prior 
year, this was the lowest absolute level of net absorption among the four metro areas in the study 
and the second worst relative change in demand for 2010.  Occupancy increased 0.3 percent to 
95.4 percent, which is the highest level among the four metro areas.  

Average monthly rents fell by 0.2 percent to $1,320, while same-store rents rose by 0.9 percent.   
Despite experiencing average rent declines in 2010, the most expensive regions remain the coastal 
communities of Northwest San Diego and La Jolla/University City with average monthly rents of 
$1,696 and $1,650, respectively.  

Completions logged in at 2,616 for 2010, an increase of nearly 1,000 units over the 2009 total.  
Intown/Coronado, Chula Vista/Imperial Beach, and Escondido are scheduled to add 1,051 new units 
in 2011.  
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