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Medical Office Building Resilience

B Medical office buildings have been gaining increased attention from investors and developers since
the start of the pandemic. MOBs have been a resilient office subsector through the pandemic and are
seemingly recession proof. While COVID-19 did lead to the cancellation or delay of nonessential sur-
geries and elective procedures during its early stages, rates rebounded by the end of 2020, according
to Stanford Medicine research.

B There are more than 16 million square feet of properties currently under construction that will in-
clude medical office utilization in at least some capacity, according to CommercialEdge. Many of
the properties that are exclusively medical office are located on the campuses of hospitals or uni-
versities, such as the 750,000-square-foot Duke University Health Complex in Raleigh-Durham or
the Jack and Sheryl Morris Cancer Center, a 12-story, 510,000-square-foot building at the Robert
Wood Johnson University Hospital in New Brunswick, N.J. However, many smaller properties in the
new-supply pipeline are suburban medical office centers targeted at offering specialized services in
an off-campus location.

B Institutional investors and REITs are taking notice. National Real Estate Advisors and Catalyst Health-
care Real Estate, in a joint venture, spent $420 million on two MOB portfolios totaling 1.2 million
square feet and 40 properties. Thomas Park and Artemis formed a $500 million joint venture just last
month, and began by purchasing three MOBs in the Northeast totaling $40 million and 92,000 square
feet. First-time buyers, like Lionstone Investments, are also entering the MOB market. Lionstone paid
$125 million for the fully leased, 146,510-square-foot Newport Lido Medical Center in the Orange
County market.

B Demand for MOBs will only grow in the future due to demographic tailwinds. By 2030, the U.S. is
projected to have more people 65 and older than 18 and younger, according to the Census Bureau.
As the aging population seeks health services closer to home, we expect to see increased demand for
MOBs in non-campus settings. This could drive conversions of vacant suburban office buildings into
MOBs, although there are specific requirements—relating to the likes of ceiling heights, parking and
HVAC, as well as building codes for outpatient care—that will keep the list of potential conversion
candidates short.
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Listing Rates and Vacancy:
Miami as an Office Hot Spot

B The average full-service equivalent listing rate

for office space was $38.62 per square foot
last month, an increase of 1.2% year-over-year.

The national vacancy rate was 15.7%, up 20
basis points from the previous month and
110 bps over January of last year.

The Miami office market has performed
better than most over the past year, with
full-service listing rates increasing 5.8% year-
over-year and vacancy rates decreasing 190
bps over that time. Both businesses and peo-

ple have been migrating to Florida in the last
two years. Financial firms are leading the
relocation push to Miami, with hedge funds
Elliot Management and Point72 Asset Man-
agement moving their headquarters there
last year. Goldman Sachs is eyeing the mar-
ket but has yet to make a move. Net domes-
tic migration in Florida in 2021 was 220,900,
according to the Census Bureau, the highest
in the nation. The only thing that may slow
down the Miami office market is new de-
velopment, with under-construction square
footage representing 8% of stock.

Listings by Metro

Jan-22 12-Month Total 12-Month Price Per
Market Listing Rate Change Vacancy Change Top Listing Square Foot
National $38.62 1.2% 15.7% 110 bps
Los Angeles $41.62 8.1% 13.5% -10bps 100 Wilshire $108.00
Bay Area $55.79 6.2% 16.2% 110 bps 260 Homer Ave & 819 Ramona St $138.12
Tampa $29.70 62% 16.5% 370bps  Midtown West $46.00
Miami $43.43 5.8% 13.4%  -190bps 701 Brickell $94.00
Denver $30.25 5.5% 16.3% 200 bps  William Building, The $59.67
Austin $43.70 5.3% 16.3% 420 bps  Indeed Tower $76.67
Boston $34.81 3.9% 10.7% -40bps  Kendall Square at MIT - 314 Main Street  $121.60
Philadelphia $29.60 3.6% 14.1% 130bps  Two Liberty Place $53.50
Washington DC $42.01 3.6% 16.5% 90bps  One Freedom Plaza $81.83
Orlando $22.13 3.5% 16.9% 200 bps  GuideWell Innovation Center $34.66
Nashville $30.90 3.5% 18.6% 150 bps  Pinnacle at Symphony Place, The $44.00
Phoenix $28.01 3.2% 149%  -350bps 100 Mill $50.50
New Jersey $33.14 2.9% 17.1% -80 bps  Liberty Innovation Center $70.29
San Diego $38.90 2.4% 13.7% -20 bps 2100 Kettner $69.00
Dallas $28.66 1.6% 17.6% -90 bps Link at Uptown, The $54.96
Portland $29.97 1.0% 14.1% 30bps  Park Avenue West $48.69
Atlanta $27.64 0.8% 21.7% 310 bps 300 Colony Square $52.00
Charlotte $29.00 0.5% 14.7% 220 bps 300 South Tryon $42.00
Chicago $28.12 -1.1% 19.6% 380 bps 300 North LaSalle Drive $56.46
Houston $30.18 -1.2% 24.3% 180 bps  Texas Tower $58.40
Twin Cities $26.80 -1.3% 14.4% -210 bps Lake Calhoun Center $42.93
San Francisco $69.18 -1.6% 15.9% 410 bps  Sand Hill Collection - The Quad $141.17
Manhattan $83.52 -2.6% 12.8% 230 bps 550 Madison Avenue $210.00
Seattle $35.79 -3.0% 17.0% 520 bps  City Center Bellevue $65.50
Brooklyn $48.08 -4.9% 17.7% 270 bps Brooklyn Navy Yard - Dock 72 $64.00

Source: CommercialEdge. Data as of January 2022. Listing rates are full service or “full service equivalent” rates for spaces available

as of report period. National listing rate is an average of the top 50 markets.
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Supply:
Boston Pipeline Large Despite Slowdown in Starts

Supply Pipeline (by metro)

B Currently, 150.5 million square feet of new

office stock are under construction, with 31%
of new stock in suburban submarkets and 19%
in central business districts. The remaining half
of stock under construction is located in urban
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Office-Using Employment:

Austin Continues St

rong Jobs Growth

B Office-using sectors of the labor market added

113,000 jobs in January, a 4.4% increase year-
over-year. The three sectors that comprise of-
fice-using employment have fully recovered from
the job losses of the initial phase of the pandem-
ic even as the labor market as a whole is still
months away from that milestone.

While many metros have fully recovered their
pandemic losses, the recovery has been uneven
across the country. Some markets are lagging far
behind February 2020 levels of office-using em-
ployment. Metro data for December—which trails
the national jobs report—shows that 24 of the
top 50 markets now have more office-using jobs
than they did pre-pandemic.

Since the start of the pandemic, no market has
added more office-using jobs on a percentage
basis than Austin, growing 11.4% since February
2020. Adding 35,700 jobs in office-using sectors
in the last two years, it is second only to Dallas
(56,100) in absolute job gains.
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Transactions:

Investment Market Starts Year Strong

B Nationally, $5.9 billion of office sales were
completed during January. Investors continue
to purchase office assets even as the omicron
variant has delayed return-to-office plans.

B CommercialEdge adjusted the way it reports
sales volume this month. Sales figures for un-
published and portfolio transactions—previ-
ously not included in this report—are now es-
timated using sales comps based on similar
sales in the market and submarket, use type,
location and asset ratings, sale date and
property size. Comparing sales values in this
and future reports to previously published re-
ports will not be possible.
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Sales Activity

Market
National
Bay Area
Boston
Washington DC
Denver

San Francisco
New Jersey
Chicago
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Atlanta
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Phoenix
Charlotte
Twin Cities
Tampa
Brooklyn
Portland
Brooklyn
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Price PSF
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$419
$1,885
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$276
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$115
$288
$436
$226
$661

Source: CommercialEdge. Data as of January 2022
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Definitions

This report covers office buildings 25,000 square feet and above. CommercialEdge sub-
scribers have access to more than 10,500,000 property records and 325,000 listings for a
continually growing list of markets.

CommercialEdge collects listing rate and occupancy data using proprietary methods.

B Listing Rates—Listing Rates are full-service rates or “full-service equivalent” for spaces
that were available as of the report period. CommercialEdge uses aggregated and
anonymized expense data to create full-service equivalent rates from triple-net and
modified gross listings. Expense data is available to CommercialEdge subscribers. Na-
tional average listing rate is for the top 50 markets covered by CommercialEdge.

B  Voacancy—The total square feet vacant in a market, including subleases, divided by the
total square feet of office space in that market. Owner-occupied buildings are not
included in vacancy calculations.

A and A+/Trophy buildings have been combined for reporting purposes.
Stage of the supply pipeline:

B Planned—Buildings that are currently in the process of acquiring zoning approval and
permits but have not yet begun construction.

B Under Construction—Buildings for which construction and excavation has begun.

Office-Using Employment is defined by the Bureau of Labor Statistics as including the
sectors Information, Financial Activities, and Professional and Business Services. Employ-
ment numbers are representative of the Metropolitan Statistical Area and do not neces-
sarily align exactly with CommercialEdge market boundaries.

Sales volume and price-per-square-foot calculations for portfolio transactions or
those with unpublished dollar values are estimated using sales comps based on similar
sales in the market and submarket, use type, location and asset ratings, sale date and
property size.
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O CommercialEdge

Reliable commercial real estate data, built up over more than a decade of extensive
research. Powered by Yardi.

CommercialEdge provides the office segment's most comprehensive market intelligence
service and listing management platform, sustaining data-driven decisions.

[ @ CommercclEdge  mma s sm. [Toem]  © - Key features:

s000sresuns [ () Continually growing nationwide coverage with 162 markets
currently included

ROMRY g (©) Researched and verified data, powered by a team of 400
experienced property research specialists

(©) Exhaustive property reports featuring data points such as
ownership, leases, sales, debt, taxes and more

(©) Building and portfolio performance overview with current
average rents, vacancy rates and maturing leases

(©) Extensively researched tenant data with an accuracy rate
two to three times higher than the industry average

() Real-time market trends based on actual transactional and
n leasing data with Yardi Market Insight

(©) Dedicated tools, including automated competitive building
sets, broker tour books and dedicated property webpages

(©) Access to the CommercialEdge Listing Network — including
CommercialCafe, PropertyShark, Point2 and CommercialSearch

Capitalize on comprehensive commercial real estate research

Nationwide property and listing data all in one place, specifically engineered for

The data presented in this report is provided by CommercialEdge.
For recent news, product updates, and additional office and industrial market reports, visit our blog.
To learn more about CommercialEdge, email us at getinfo@commercialedge.com or schedule a demo directly.
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Media Contact
Doug.Ressler@Yardi.com
(800) 866-1124 x2419

DISCLAIMER

Although every effort is made to ensure the accuracy, timeliness and completeness of the information provided in this

publication, the information is provided “AS IS" and CommercialEdge does not guarantee, warrant, represent or under-
take that the information provided is correct, accurate, current or complete. CommercialEdge is not liable for any loss,
claim, or demand arising directly or indirectly from any use or reliance upon the information contained herein.

COPYRIGHT NOTICE

This document, publication and/or presentation (collectively, "document") is protected by copyright, trademark and

other intellectual property laws. Use of this document is subject to the terms and conditions of Yardi Systems, Inc. dba
CommercialEdge's Terms of Use (https://resources.yardi.com/legal/commercialedge/commercialedge-terms-of-service/) or
other agreement including, but not limited to, restrictions on its use, copying, disclosure, distribution and decompilation. No
part of this document may be disclosed or reproduced in any form by any means without the prior written authorization of
Yardi Systems, Inc. This document may contain proprietary information about software and service processes, algorithms,
and data models which is confidential and constitutes trade secrets. This document is intended for utilization solely in
connection with CommercialEdge publications and for no other purpose.

Yardi® Yardi Systems, Inc., the Yardi Logo, CommercialEdge, and the names of Yardi products and services are trade-
marks or registered trademarks of Yardi Systems, Inc. in the United States and may be protected as trademarks in other
countries. All other product, service, or company names mentioned in this document are claimed as trademarks and trade
names by their respective companies.
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