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Partial recovery of jobs in office-using industries*
(+1.7 M since May, TM more to recover)
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995,000 Fewer Office Using Jobs as of
February 2021 (in thousands)
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vs. Feb 2020
mm 377 Scientific Research
m 236 Finance and insurance
m 95 Management & Technical
-65 Office Administrative
-7.6 @ Specialized Design
1.4 = Other Professional & Technical
-121 = Facilities Support
-12.4 = Waste Management
-16.7 = Architectural & Engineering
-19 = Computer Systems Design
-31.4 == Accounting & Bookkeeping
-35.7 = Legal Services (SA, Thous)
-40 — Other Support Services
-50.4 v— Advertising
-53.2 w— Investigation & Security...
-006.7 — Business Support

rvices includes publishing, motion picture and sound recording, broadcasting, telecom, web services

Services To Buildings
Travel Arrangement &...
Management of Companies
Real estate

Employment Services
Information services
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4x more workers working from home
(23% FT/PT WFH in Jan 2022, 6% FT WFH in 2019)

Number of employed 16 years old and over
who worked from home

34,484

8,946

Percent working from home, by occupation
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Decline in office occupancy, rising vacancy rate
(-98 MSF, + 2% vacancy rate)

Net Absorption of Office Space and Overall Vacancy Rate

o 50 20.0%
'—('-j 40 18.0%
) 0
C 30 14.4%]6'0/0
S 20 JJ | 14.0%
= %
= o ST Al [l |” (IR .y
o Hil I m Wl ||_.I " L] Wb Ty 10.0%
‘l || | | 8.0%
‘ ‘ ‘ 6.0%
4.0%
2.0%
0.0%
M AN FEF M AN EM AN S EF M AN M AN EMAN SN MANSSNEMANNE M
O080OOOoOOQOOOQOOOgOOOQOOOgOOOgOO
O D> 00O o =0NM g N O N OO O OE N2 MXY W O D> o O
o O O o @) O O O O O O O O
2RFR2RPQARRRNQRRNRRARIRIVNNNRIANNNRINNNR]
“““ t and available both directly and through sublease, divided by the inventory. Space in properties under _

ed. Overall Absorption: The change in occupied built space for a given period of time, including II REAL ESTATE

FORECAST SUMMIT

NATIONAL ASSOCIATION OF REALTORS®



Biggest decline in occupancy in large cities

Overall Net Absorption of Office Space in
2020 (Million Sq. Ft))
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Falling Asking Rents in Major Markets But Office Rents Held Firm in Many

Markets
Year-over-year percent change in office rent as of 2020 Q4
(blue areas: rents are falling) San Francisco - -8.0%
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More landlords providing rent concessions and shorter-
term leases

Percent of
REALTOR®respondents who
reported "More" short-term
office leases of 2 years or less

63%

Percent of respondents who
reported "More" landlords
offering tenant rent concessions
compared to January 2020

59%

65% 65%

2020.Q3 2020.Q4
2020.Q4
¥ r AL Source: NAR Commercial Quarterly Survey
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Minimal distressed sales so prices not collapsing
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Suburban Office Market Sales and Prices Recovering
Faster than in CBDs

Rising Share of Suburban Office Property
Transactions to Total Transactions
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Land, Industrial, and Multifamily are Bright Spots

YoY % Change of Commercial Sales Prices in 2020
Q4 Reported by REALTORS®
B o, Lond

. 0 Industrial: Warehouse
. 0 Industrial: Flex
19 Apartment Class B/C
%% Apartment Class A
0% I Senior housing
-1% Il Retail: Free-standing

-4% I

-4% I

-4% I

-6% I
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Source: NAR 2020 Q4 Quarterly Commercial Market Survey

Retail: Strip Center
Office Class A
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Outlook: Office-using employment back to pre-
pandemic level by 2022 Q2

Office-Using Jobs Forecast (in thousands)
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What percent of the workforce could be fully
working from home?

10% (from 6% in 2019)

If 25% of office-using workers* fully worked from home (around 9% in 2019)
Source: NAR Analysis

12%

NAR December 2020 Real Estate Forecast Summit panel of economists

(Source: NAR Panel of Economists)

y. 122%

L Workforce that could work remotely 3to 5 days a week without loss of productivity
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https://www.nar.realtor/research-and-statistics/research-reports/2020-consensus-forecast

NAR Commercial Vacancy Rate Outlook

Commercial Vacancy Rates Forecast 2021-2022
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- Source: NAR analy5|s Office vacancy rate forecast assumes an additional 2% of the office workforce will be working from home by 2022 Q4 ( or around 20% increase

inthe number-df@fflce workers fully working from home); 9% of office-using occupations fully worked from home based on 2019 ACS PUMS
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TOP 10 METRO AREAS WITH THE STRONGEST
COMMERCIAL MARKET CONDITIONS

NAR identified the top commercial real estate markets
based on the most recent data on 25 indicators:

« Economic: GDP growth, non-farm employment, unemployment
rate, weekly wages, median household income, credit card
spending, number of business openings

 Demographic: population growth, net domestic migration

» Housing: homeownership rate, rental vacancy rate, building
permits, ratio of jobs created to permits, apartment rent

» Commercial Indicators by Property Type: net absorption,
vacancy rate, asking rent, inventory, construction
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TOP 10 METRO AREAS WITH THE STRONGEST
COMMERCIAL MARKET CONDITIONS
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Top 10 Areas with Strongest Commercial Real Estate
Market Conditions*

YY Pct change Net Rental Apartment  Office Y/Y % chg,

in non-farm  domestic vacancy Apartment rentto vacancy Industrial retail trade

employment, migration, rate, rent, Dec wages, Dec rate, 2020 Office rent, vacancy rate, Industrial rent, employment,
Metro area Dec 2020 2019 2020Q4 2020 2020 Q4 2020 Q4 2020 Q4 2020 Q4 Dec 2020
us -6.0 - 6.5 $1,114 26.8 15.5 $35.1 5.2 $6.76 -2.2
Raleigh, NC -4.6 18,476 2.5 51,227 29.6 10.2 $27.1 4.6 $8.00 -1.8
Charleston-North Charleston, SC -5.4 10,340 28.8 $1,310 33.9 9.4 $27.6 7.0 S5.74 0.5
Cape Coral-Fort Myers, FL -4.4 15,043 12.8 $1,245 42.3 5.7 $19.6 3.4 $9.90 -5.4
Nashville-Davidson-Murfreesboro-
Franklin, TN -4.1 20,419 8.5 $1,219 30.4 15.0 $30.3 2.1 $7.42 3.9
Austin-Round Rock, TX -1.0 41,334 3.0 $1,332 31.7 17.3 $42.4 5.7 $11.03 1.5
Phoenix-Mesa-Scottsdale, AZ -2.3 71,657 3.9 $1,338 31.8 15.4 $28.1 8.1 $7.71 0.9
Tucson, AZ -3.4 8,801 7.2 $1,124 35.0 9.2 $20.5 5.7 $6.64 8.8
Las Vegas-Henderson-Paradise, NV -9.4 31,643 2.9 $1,302 37.4 13.5 S24.5 6.4 $9.07 -0.3
Salt Lake City, UT -0.5 (81) 5.5 $1,257 30.9 15.7 $24.7 4.8 $6.49 8.6

* Shaded areas indicate the class of property where the metro area has strong market conditions for commercial development.
Source: NAR analysis based on data from Cushman and Wakefield, ApartmentList.com, US Bureau of Labor Statistics, US Census Bureau. Data
as of December 2020 or 2020 Q4.

Download the NAR Commercial Real Estate Metro Market Reports
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https://www.nar.realtor/research-and-statistics/research-reports/commercial-real-estate-local-market-reports

THANK YOU
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@NARdotRealtor @NAR_Research

#NARForecastSummit
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Development/Investment Opportunities:

Raleigh, North Carolina

Multifamily: 2.5% rental vacancy rate
Office: +10% vacancy rate (15.5% nationally); low rent at $27/sq.ft. ($35/sq.ft. nationally)
Unemployment rate of 5.4% (6.7% nationally); GDP growth: 3% in 2019 (2.2% nationally);

Charleston-North Charleston, South Carolina

Multifamily: affordable housing, with 34% of wages spent on rent
Unemployment rate: 4.1% (6.7% nationally); GDP growth: 3% in 2019 (2.2% nationally)

Cape Coral-Fort Myers, Florida

industrial: 3.4% vacancy rate (5.2% nationally)
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Development/Investment Opportunities

Nashville-Davidson—-Murfreesboro-Franklin, Tennessee

Industrial: 2.1% vacancy rate (5.2% nationally)
Retail: Retail trade employment rose 3.9% y/y as of December 2020 (-2.2% nationally)
Unemployment rate: 5.5% (6.7% nationally); GDP growth: 2.3% in 2019 (2.2% nationally)

Austin-Round Rock, Texas

Mu[[tifamily: 3% rental vacancy rate (6.5% nationally), with renters spending 32% of wages on
ren

Industrial: +6.1 million sq.ft. is construction is underway
Retail: Had the second largest net domestic migration among top 10 (41,334 in 2019)
Unemployment rate: 5.4% (6.7% nationally); GDP growth: 3.1% in 2019 (2.2% nationally)

Phoenix-Mesa-Scottsdale, Arizona

=S Multifamily: 3.9% rental vacancy, with renters spending 32% of wages on rent
 Industrial: 7.7 million sq.ft. in industrial space absorbed in 2020, the largest among top 10

N\ "f)etailz Had the largest net domestic migration among top 10 (71,657 in 2019)
.} 7
s X nemployment rate: 7.2% (6.7% nationally); GDP growth: 3.3% in 2019 (2.2% nationally)
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Development/Investment Opportunities:

Tucson, Arizona

Office; 9% vacancy rate (15.5% nationally); low rent at $20/sq.ft. compared to Phoenix ($28/sq.ft8° Only
one of two among 52 metro areas that had an increase positive absorption of office space n 2020

Retail: retail trade jobs rose 8.8% y/y

{\g%‘%@)mily: potential to attract more residents because of lower rent, at $1,124, compared to Phoenix

Unemployment rate: 7.9% (6.7% nationally); GDP growth: 3.3% in 2019 (2.2% nationally)

Las Vegas-Henderson-Paradise, Nevada

Multifamily: 2.9% rental vacancy rate, with renters spending 37% of wages on rent

Industrial: 2.1 million sqg.ft. absorbed in 2020 (second to Phoenix) 6.3 million sqg.ft. of construction is
underway

Among top 10, had 3@ largest number of movers (31,643 in 2019)
Unemployment rate: 10.5% (6.7% nationally); GDP growth: 2.4% in 2019 (2.2% nationally)
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Development/Investment Opportunities:

Salt Lake City, Utah

Multifamily: 5.5% rental vacancy rate, with renters spending 31% of wages on rent

Retail: retail trade employment: 8.6% (-2.2% nationally)
Offjce: relatively cheaper office rent of $24/sq.ft.; lower office rent than California metro rents (over

40/sq.ft.)
Unemployment rate: 3.8% (6.7% nationally); GDP growth: 3.5% in 2019 (2.2% nationally)

Seattle-Tacoma-Bellevue, Washington
Multifamily: 4.5% rental vacancy, with renters spending 28% of wages on rent

Industrial: 7.7 million sqg.ft. is under construction
Unemployment rate: 7.8% (6.7% nationally); GDP growth: 5.1% in 2019 (2.2% nationally)
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Office Rent Per Square Foot as of 2020 Q4
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Double-Digit Office Vacancy Rates in Many Markets as of 2020 Q4

(blue areas: over 10%)
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Higher vacancy rate in Class A offices

Overall Vacancy Rates
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