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2021 Review and 2022 Outlook

The commercial real estate market will surprisingly close with a bang in 2021 given the
historic strong demand for multifamily and industrial space and the resiliency of brick-
and-mortars in serving consumer demand off-premises. The strong growth in these
sectors made up for the weak and tenuous recovery in the office market. The year 2021 is
also poised to be the strongest year in terms of investment acquisitions, surpassing the
peak sales volume of 2006 and the pre-pandemic level.

In 2022, sustained household formation, strong consumer spending amid slower inflation
and sustained wage growth, continuing re-entry to the office even if mostly on a hybrid
schedule, and the expansion of construction and investments in secondary/tertiary
markets will drive leasing, construction, and sales. Interest rates are on a course to
increase with the Federal Reserve winding down its $120 billion monthly asset purchases
and eyeing three federal funds rate hikes. However, interest rates will still be low
compared to the pre-pandemic level and even if the T-note hits 2.5% by end of 2022, this
will still be lower than the average rate of nearly 3% in 2018. Strong economic property
market fundamentals will drive the growth in net operating income, especially in the
multifamily and industrial market, and will continue to attract equity capital and sustain
price appreciation.

With improving market fundamentals, investor acquisitions of multifamily, office, retail,
and industrial properties of at least $2.5 million totaled $523 billion in the first ten months
of the year. NAR expects the full-year level of acquisitions to hit nearly $645 billion,
surpassing the prior peak level of acquisitions in 2006 of $581 billion.

The multifamily market had a historic year, with 1.07 million units absorbed since the
pandemic. The vacancy rate hit a record-low of 4.5% as of December 18 while the median
asking rent growth hit a record high of 11% year-over-year. Rental demand soared amid
the recovery in household formation and with home prices rising at a double-digit pace.
Rental demand has increased across primary and secondary markets, with renters
returning to the major metro areas of New York, Washington DC, Boston, Chicago, San
Francisco, and Los Angeles. However, metro areas in the Sunbelt markets had the largest
increase in net demand, led by Dallas, Houston, Charleston, Wilmington, Savannah, and
several Florida metro areas.

With sustained demand for online shopping, the industrial property market also had a
record year, with nearly 700 million square feet of space absorbed since the pandemic
and with rents soaring to a historic high of 8.4% as vacancy fell to an all-time low of 4.1%.

The retail brick-and-mortars managed to survive broadly unscathed, except malls. Since
2020 Q2, 47.9 million square feet of space was absorbed, compared to just 29 million
square feet of retail space absorbed in the 12 months before the pandemic hit. Malls saw
a decline in occupancy, but that was offset by the positive net absorption from
neighborhood centers, strip centers, and free-standing/single-tenant stores.

Hotel occupancy and revenues also recovered with increased personal and business
travel. As of December, occupancy was at 57% compared to 42% one year ago.
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2021 Review and 2022 Outlook

Only the office sector continued to shed office space use, even with strong job recovery
and with the continued decline in the fraction of workers working from home, to just
1% from 35% in May. Since 2022, 142.5 million square feet of office space has been given
back to the market, pushing the vacancy rate up to 12.5%. However, most of the space
given back is concentrated in the primary metro areas of New York, Los Angeles, San
Francisco, Washington DC, Chicago, and Boston. Secondary/tertiary metros like Boise,
Austin, and many Florida metro areas have absorbed office space since the pandemic.

2022 Outlook: Sustained Demand for Commercial Space and Investor Interest

NAR expects the demand for commmercial real estate to strengthen in 2022, even with
the broad uptick in interest rates as the Federal Reserve moves aggressively to rein
back inflation towards 2% given the strong demand and supply fundamentals
underlying the demand for commercial real estate.

In the multifamily market, higher mortgage rates will boost rental demand as a
mortgage payment becomes more slightly expensive. NAR forecasts that the vacancy
rate will further tighten to 4.8% in 2022 (5.1% in 2021) and rent growth to average at 10%
(7.8% in 2021). Renters have started returning to the primary metro areas, of New York,
Chicago, Boston, Washington DC, Los Angeles, and San Francisco, in part attracted by
the huge rent discounts during the pandemic. However, asking rents are picking up
strongly which will tend to drive renters to less expensive secondary/tertiary markets or
to outlying suburbs of these primary metro areas, especially with the opportunity to
work from home. Rental demand is likely to continue to be strong in the West region
and New England states where owning is more expensive than renting. Meanwhile,
retiring baby boomers are likely to fuel demand in the Sunbelt markets, which will
boost demand for commmercial space (retail and small offices).

The office market will continue to see an increase in net absorption with more workers
returning to the office, even if on a hybrid schedule. The fraction of the workforce
working from home will likely continue to notch down to 10%. A major breakout of
omicron variant cases still poses as downside risk to the office market's recovery.
Meanwhile, the ongoing construction that is equivalent to 2.6% of the current
inventory will further raise the vacancy rate to 13.5% (12.2% in 2021) and cause a decline
in office rent by 0.8% (-1% in 2021).

Demand for online shopping is likely to remain robust. While increased transmission of
the omicron variant poses a downside risk for the office market, the converse is the
case for the demand for industrial space, with consumers toggling between online and
in-store shopping. With brick-and-mortars also moving to provide online shopping to
complement in-store shopping, last-mile delivery services to consumers will continue
to drive the demand for warehouses and distribution centers. About 460 million
square feet of industrials space is under construction, or about 2.6% of the current
inventory. NAR foresees that this construction will lead to slower industrial rent growth
of 7.4% on an annual basis from the current rate of about 8.4% as of 2021 Q4 (6.7% in
2021). The vacancy rate is expected to slightly increase to 5% (4.9% in 2021).
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2021 Review and 2022 Outlook

In the retail brick-and-mortar market, growth will continue to be driven by smaller
shops such as neighborhood centers, strip centers, and single-tenant stores. Although
mall traffic saw a return to pre-pandemic levels mid-summer 2020, concerns in
regards to the omicron variant and increases in Covid cases could hinder foot traffic
moving forward. Consumer traffic is likely to become stronger in 2022 as malls
continue to increasingly look towards experiential retail such as gaming lounges and
kid activities to drive in-store traffic.

NAR Commercial Real Estate Outlook
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Vacancy Rate
Multifamily 6.3% 6.7% 51% 4.8%
Office 9.6% 10.3% 12.2% 13.5%
Industrial 5.0% 55% 4.9% 5.0%
Retail 4.5% 4.9% 4.9% 4.6%
Asking Rent Growth
Multifamily 2.7% 0.7% 7.8% 10.0%
Office 3.7% 0.6% -1.0% -0.8%
Industrial 55% 4.8% 6.7% 7.4%
Retail 2.3% 1.6% 1.8% 2.9%
Cap
Rate
Multifamily 5.8% 57% 52% 53%
Office 7.3% 7.3% 7.0% 7.2%
Industrial 6.6% 6.4% 6.4% 6.7%
Retail 7.1% 7.0% 7.0% 7.3%
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Economic Conditions

Tightening labor market and rising inflation

More job openings than job seekers
with more people not in the labor force

18.5 Million Payroll Jobs Created With 4

The economy continues to create net Million Lost Jobs to Recover as of
new jobs. As of November 2021, the November 2021
economy has created 18.5 million net
) o NS 155 1525
new jobs, or 83% of the 22.4 million jobs 2 10 : 148.6
lost during March and April 2020. There 2 145
are nearly 4 million nonfarm payroll jobs S 140
still to be recovered. 135
130
Yet even with 4 million jobs still to be 125 130.2
recovered, labor is scarcer relative to the 120
number of job openings. As of the end of B oo 06060606
October, there were 10.6 million job C0o0o000NSNNNNS600080
. . S NI INIdJdRANaN s gdy
openings compared to just 5 million Tox=asREERLLSSNETss=55
. . mmmjwocmﬁngmmmjmo
workers looking for jobs as of November, P>zl 223" 0vzZ

or 2 jobs openings per job seeker.
Source: BLS Establishment Survey
With tightening labor market conditions,
the average weekly wage rose 4.8% from
one year ago from 2.2% in May 2021.
Wages could accelerate further with job
openings outpacing the number of

Job Openings vs. Number of
unemployed.

Unemployed as of October 2021
(in thousands)
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Economic Conditions

Tightening labor market and rising inflation

34% of 401 metro areas have higher employment as of November compared to
February 2020

Out of 401 metro areas, 135 markets, or 34%, have more jobs as of November compared to
February 2020. The job leaders are Salt Lake City, Provo-Orem, Tampa-St. Petersburg-
Clearwater, Jacksonville, Fayetteville-Springdale-Rogers, San Antonio-New Braunfels,
Kansas City, Baltimore City, Ogden-Clearfield, and Lakeland-Winter Haven, each with at
least 10,000 net new jobs.

The gateway metro areas of New York-Newark-Jersey City, Los Angeles-Long-Beach-
Anaheim, San Francisco-Oakland-Hayward, and Chicago-Naperville-Elgin have lost the
most jobs, each at over 100,000.

Highest net job gains ('000) Highest net job losses ('000)

Salt Lake City, UT

Provo-Orem, UT

Tampa-St. Petersburg-Clearwater, FL
Jacksonville, FL
Fayetteville-Springdale-Rogers, AR-MO
San Antonio-New Braunfels, TX

Kansas City, MO-KS

New York-Newark-Jersey City, NY-NJ-PA
New York City NY

Los Angeles-Long Beach-Anaheim, CA
San Francisco-Oakland-Hayward, CA
Chicago-Naperville-Elgin, IL-IN-WI
Boston-Cambridge-Nashua, MA-NH Metro NECTA = -82.7

- . Miami-Fort Lauderdale-West Palm Beach, FL -76.7
Baltimore Clt¥ MD Philadelphia-Camden-Wilmington, PA-NJ-DE-MD | -68.4
?j:;?;;gﬁj;:leel?hglen FL .00 Orlando-Kissimmee-Sanford, FL -67.2
Raleigh, NC ' 9.70 Minneapolis-St. Paul-Bloomington, MN-WI -64.8
Elkhart-Goshen, IN 8.70 Houston-The Woodlands-Sugar Land, TX -63.9
St. George, UT 8.20 Las Vegas-Henderson-Paradise, NV -61.0
Colorado Springs, CO 6.50 San Diego-Carlsbad, CA -54.6
Tyler, TX 6.30 Philadelphia City, PA -51.7
Memphis, TN-MS-AR 6.10 Urban Honolulu, HI -51.3
Savannah, GA 6.00 Washington-Arlington-Alexandria, DC-VA-MD-WV | -50.8
Des Moines-West Des Moines, |A 5.90 Detroit-Warren-Dearborn, Ml -49.5
Birmingham-Hoover, AL 5.90 New Orleans-Metairie, LA -49.3
Idaho Falls, ID 5.70 Bergen-Hudson-Passaic, NJ -47.3
New Haven, CT Metropolitan NECTA 5.60 Pittsburgh, PA -38.1
Ocean City, NJ 5.60 San Jose-Sunnyvale-Santa Clara, CA -35.9

135 of 401 metro areas (34%) have net employment gains (in thousands)
as of Novemberr 2021 vs. February 2020 (orange areas)

Net job gains in thousands: S ¢ -

An_chorage, Alaska: -7.8 \ : NATIONAL
Fairbanks, Alaska: -1.9 , m ASSOCIATION OF
Urban Honolulu: -51.3 REALTORS®



Economic Conditions

Tightening labor market and rising inflation

Federal Reserve moves aggressively to
control inflation

Inflation accelerated to 6.8% in November as
core inflation (inflation excluding food and
energy) also accelerated to 4.9%, indicating
inflation is becoming persistent. In its
December 15 meeting, the Federal Open
Market Committee decided to wind down its
$120 billion per month asset purchases by
mid-March, with three potential rate hikes
that will increase the federal funds rate to
0.9% by the end of 2022 (from the current 0%
low-end rate) to keep inflation anchored at
2%.

Retail sales up 16% y/y in November

Consumer spending is strong, with the 12-
month retail sales up 16.1% year-over-year in
November 2021. Based on the detailed sales
level for October, the strongest spending
was at clothing stores, motor vehicle dealers,
furniture stores, and miscellaneous item
retailers. Non-store retail sales rose at a
slower pace of 10.1% as of October and
accounted for 17% of retail sales, slightly
down from 18% in February 2021, an
indication that brick-and-mortars are
starting to regain some market share.

Continued decline in fraction of people
working from home

Workers are returning to the office, with
11.3% of employed workers 16 years old and
over teleworking, down from 35.4% in May
2020. Among management, professional,
and related occupations, just 20.4% are
teleworking, down from 57.4% in May 2020.
As of November, 17.5 million people
teleworked, up from 8.9 million in 2019 who
worked from home, but down from 48.7
million in May 2020. With the rise in Delta
variant and Omicron cases, tech, finance,
and media companies such as Apple®,
Alphabet®, Uber®, Lyft®, Blackstone, Carlyle,
CNN, and NBC, have announced pushing
back the return-to-work schedule,

Inflation Rises to 6.8%
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Commercial Market Overview

Rising occupancy except in the office market

In the three months ended December 18, occupancy rose in the multifamily, industrial,
and retail sectors, but fell in the office sector as rising cases of the delta and omicron
variant during the summer delayed the return to the office of many companies.

In the apartment market, 125,632 apartment units were absorbed in the past three
months as of December 18, bringing the total net absorption to 1.07 million units during
2020 Q2 through December 18. With higher occupancy, the vacancy rate has declined
to 4.6% from 6.7% in 2020 Q1. With strong demand, asking rents are up 11% year-over-
year, the highest pace in a decade.

In the office market, occupancy fell 9.8 million square feet in the three months through
December 18, with a total of 142.5 million square feet of office space given back to the
market since 2020 Q2. The vacancy rate has increased to 12.5% from 9.8% in 2020 Q1.
However, rents have stopped declining and are at par with the level one year ago.

In the industrial market, 149 million square feet of office space was absorbed in the past
three months through December 18, with 696 million square feet of space absorbed
from 2020 Q2. The industrial sector has the lowest vacancy rate among the core
property markets, at 4.1%, from 5.3% in 2020 Q1. Rents are up 8.4% year-over-year.

In the retail property market, occupancy has been rising since 2020 Q4, with 26 million
square feet absorbed in the past three months ended December 18, and a net
absorption of 47.9 million square feet since 2020 Q2. The vacancy rate is at 4.7%, Rents
are also rising at 2.8% year-over-year.

Higher Occupancy Except in Office Real Estate as of
December 16
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Commercial Market Overview

Rising investor acquisitions and falling cap rates

With improving market fundamentals,
investor acquisitions for multifamily,
office, retail, and industrial properties
totaled $523 billion in the four ten
months of the year on acquisitions $2.5
million or over, according to Real Capital
Analytics, and is poised to surpass the
level of acquisitions in 2006 of $581
billion.

With strong investor demand, cap rents
continued to trend down. As of
December 18, the lowest median cap
rate was of multifamily properties (4.9%)
while the highest cap rate was of retail
properties (7%). Cap rates have trended
downwards compared to pre-pandemic
levels even for office properties and even
as 10-year Treasury yields have trended
upwards to 1.6% as of November 2021
from 0.9% in March 2020.

Construction activity has ramped up for
industrial properties, with 460.9 million
square feet under construction,
equivalent to 2.6% of the current
inventory of industrial space. Rising
construction should ease the tightening
vacancy rate in the industrial property
market and temper rent growth.
However, the number of apartment
units under construction has declined to
702,259 as of the third quarter, which is
running below the 735,035 units under
construction prior to the pandemic. The
number of units under construction is
also running below the 12-month
absorption of demand of 764,788 so
rental vacancy rates are likely to remain
tight in 2022.

Rising Asking Rents in All Market as of December 18, 2021
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Median Cap Rates Still Trending Down as of December 18,
2021
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Multifamily

Absorption of apartment units rise to highest level in a

decade

Net absorption of apartment units reached
its strongest level in a decade, with a net
absorption of 1.07 million units since 2020 Q2.
Absorption in the past 12 months totaled
764,788 units.

Occupancy is rising across primary and
secondary/tertiary markets, with the largest
increase in occupancy in Dallas-Fort Worth,
New York, Houston, Los Angeles,
Washington, DC, Chicago, and Austin each a
net absorption of over 25,000 apartment
units in the past 12 months as of December
18, 2021. Most metro areas experiencing the
highest net absorption are in the Sunbelt
states.

Demand: 1.07 million apartment units absorbed since

2020 Q2 as of December 18, 2021
17,284,74,
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Source: NAR analysis of CoStar data in 390 metros areas or divisi

12-Month Net Absorption as of December 18, 2021

Population Over 1M

Dallas-Fort Worth - TX I 49,740
New York - NY NG 42,937
Houston - TX I 41,579
Los Angeles - CA I 34,135
Washington - DC Il 25,469
Chicago - IL [l 23,077
Austin - TX N 21,851
Atlanta - GA 1l 19,617
Seattle - WA 18,554
Boston - MA 16,731
Orlando - FL [l 16,382
Phoenix - AZ Il 14,164
Charlotte - NC [l 13,888
Philadelphia - PA 113,787
Denver - CO 13,674

Population Over 250K to 500K

Savannah - GA 2,875
Wilmington - NC 2,333
Spartanburg - SC 1,514

Asheville - NC 1,513

Sioux Falls - SD 1,501

GCreeley - CO 1,471

Gainesville - FL 1,471

Naples - FL 1,319
Fort Wayne - IN 1,263
College Station-Bryan - TX 1,248
Ann Arbor - Ml 1,224
Lubbock - TX 1,169
Lansing - Ml 977
Ft Walton Beach - FL 974
Tallahassee - FL 939

Source: NAR analysis of CoStar data

Population Over 500K to 1M

Charleston - SC . 6,375
Fort Myers - FL [ 5,180
Sarasota - FL [ 3,890
Madison - WI 3,270
Durham - NC 2,995
Creenville - SC 2,877
Omaha - NE 2,692
Northwest Arkansas - AR 2,583
Des Moines - |IA [ 2,556
Boise - ID 2,332
Lakeland - FL 2,288
Stamford - CT 2,264
Reno - NV 2,062
Daytona Beach - FL 2,046
Knoxville - TN 1,952

Population of 250K or Less

Midland - TX 2E2s
Lafayette-West Lafayette - IN 1,319
Odessa - TX [l 855
Daphne-Fairhope-Foley - AL B73
Gainesville - GA B703
Burlington - NC B680
Charlottesville - VA 651
Panama City - FL Bl 640
Hilton Head Island - SC B en
Bellingham - WA §583
Rochester - MN B 543
The Villages - FL §531
Appleton - WI 147
lowa City - |A I 456
Santa Fe - NM 438

NATIONAL
ASSOCIATION OF
REALTORS®



Multifamily

A third of metros have double-digit rent growth

The average asking rent across 390 markets
rose 11% year-over-year as of December 18.
Across the most population to least populous
metro areas, Florida metro areas had the
highest rent growth in the areas of Orlando,
Tampa, Fort Myers, Port St. Lucie, Punta
Gorda, and Fort Lauderdale, with asking rents
up at least 20% year-over-year. Metro areas in
the South region are experiencing the fastest
rent growth, mainly metro areas in Florida,
Texas, Nevada, Arizona, Texas, North Carolina,
South Carolina, New Mexico, Georgia,
Louisiana, and Alabama. In the West region,
rents are rising fast in the some metro areas
of California, Nevada, Utah, and Washington.
Rising rents signals a need for more rental
housing construction in these markets.

Y/Y Percent Change in Average Asking Rent
11.09
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Source: NAR analysis of CoStar data

Source: NAR analysis of CoStar data

Year-over-Year Percent Change in Multifamily Asking Rent as of December 18,2021

Population Over 1M

Orlando - FL NG 24.7%
Tampa - FL [N 23.9%
Las Vegas - NV I 23.5%
Phoenix - AZ NN 21.7%
Fort Lauderdale - FL NG 21.4%
Jacksonville - FL [N 20.9%
Austin - TX G 20.1%
Raleigh - NC NN 19.7%
Atlanta - GA [N 18.5%
Salt Lake City - UT [N 17.4%
Charlotte - NC NN 17.4%
Miami - FL [ 17.1%
Orange County - CA NG 17.1%
Nashville - TN [N 16.6%
Tucson - AZ I 15.6%

Population Over 250K to 500K

Port St. Lucie - FL N 23.0%
Savannah - CA N 20.6%
Ocala - FL I 19.4%
Ft Walton Beach - FL 1IN 19.3%
Asheville - NC 1IN 18.4%
Bremerton - WA Il 16.8%
Wilmington - NC N 16.0%
Fort Wayne - IN [N 15.7%
Kennewick-Richland - WA I 14.5%
Tallahassee - FL 1 13.6%
Atlantic City - NJ N 13.2%
Fort Collins - CO I 13.1%
Santa Cruz - CA Il 12.9%
South Bend - IN 1N 12.9%
Visalia - CA 1IN 12.8%

Source: NAR analysis of CoStar data

Population Over 500K to 1M

Fort Myers - FL [ 29 .4%
Melbourne - FL [ 18.4%
Durham - NC [l 17.6%
Myrtle Beach - SC [l 16.8%
Daytona Beach - FL [l 16.6%
Provo - UT N 16.6%
Lakeland - FL [ 16.5%
Charleston - SC [l 16.0%
Greensboro - NC [l 14.7%
Winston-Salem - NC [l 14.6%
Albuguerque - NM [l 14.6%
Pensacola - FL [ 14.6%
Ogden - UT I 14.2%
Knoxville - TN [ 13.8%
Greenville - SC [l 13.8%

Population of 250K or Less

Hilton Head Island - SC 26.9%
Punta Gorda - FL 25.5%
Brunswick - GA 22.5%
Houma-Thibodaux - LA 19.5%
Gainesville - GA 18.2%
Burlington - NC 17.0%
Daphne-Fairhope-Foley - AL 16.7%
Warner Robins - GA 16.3%
New Bern - NC 15.7%
Greenville - NC 15.5%
Flagstaff - AZ 15.4%
Santa Fe - NM 15.1%
Bloomington - IL 14.6%
Macon - GA 14.5%
Lewiston - ID 13.3%
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Multifamily

Apartment construction boom in Sunbelt and Mountain
metros

As of 2021 Q3, there were about 700,000
apartment units under construction in 390
markets tracked by CoStar, which is
equivalent to 4% of the total stock of
apartment units. This is about on par with
the annual absorption of 765,000 units, so
the additional construction will just be
adeqguate to meet demand, and not
significantly increase vacancy rates.

Among metro areas with a population of at
least 250,000 Washington DC has the most
units under construction, at about 30,000
units, followed by Dallas-Forth Worth,
Phoenix, Los Angeles, Austin, Houston, and
Seattle, each with at least 20,000 units under
construction. However, as a percent of the
existing stock, construction activity was
most intense in the Sunbelt and Mountain
areas led by Port St. Lucie (20% of stock),
Huntsville (16.9%), Myrtle Beach (16%),
Nashville (14%), Boise (13%), and Fort Myers
(12%).

Top Metros With Apartment Units Under Construction

as a Percent of Inventory as of 2021 Q3
Port St. Lucie - FL

20.0%

Huntsville - AL

16.9%

Myrtle Beach - SC

16.1%

Nashville - TN

13.5%

Boise - ID

Fort Myers - FL
Austin - TX m———— 9.7%
Salt Lake City - UT m———— 9.5 %
Naples - FL m—— 9.3 %
Spartanburg - SC m——— 9.0 %
Ogden - UT mes 9.0%
Clarksville - TN m———— 8.8%
Palm Beach - FL m——— 8.7 %
Boulder - CO e 8.5%
Salisbury - MD m——— 8.2 %
Miami - FL me—— 8.1%
Lakeland - FL m—— 8_0%
Provo - UT messss 7.8%
Orlando - FL me—— 7.5 %
Charleston - SC m——"7 5 %
0.0% 5.0% 10.0%

Source: NAR analysis of CoStar data

Markets with Most Apartment Units Under Construction

as of 2021 Q3

Units Under

Construction

Washington - DC 30,034
Dallas-Fort Worth - TX 29,905
Phoenix - AZ 27,056
Los Angeles - CA 26,974
Austin - TX 23,594
Houston - TX 2EYH5S
Seattle - WA 21,728
Nashville - TN 18,659
Atlanta - GA 18,597
Denver - CO 17,535
Boston - MA 14,379
Orlando - FL 13,861
Miami - FL 13,779
Minneapolis - MN 13,01
Philadelphia - PA 11,769
Charlotte - NC 1,637
Chicago - IL 10,458
Tampa - FL 10,176
Northern New Jersey - NJ 8,818
San Antonio - TX 7,686

Source: NAR analysis of CoStar data

Market Asking Median Cap Rate

Rent/Unit
$1,955 4.4%
$1,390 5.1%
$1,499 5.0%
$2,072 41%
$1,578 3.7%
$1,227 5.8%
$1,880 4.6%
$1,492 4.0%
$1,568 4.8%
$1,710 4.6%
$2,489 4.8%
$1,612 6.0%
$1,939 5.0%
$1,361 6.7%
$1,529 6.0%
$1,437 4.4%
$1,512 6.9%
$1,627 6.0%
$1,766 6.4%
$1,162 6.8%

12.7%

12.2%

15.0% 20.0%
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Office

Occupancy and leasing declines in 2021 Q4

Total lease signed during the period and net absorption
The office market has yet to have a solid in square feet as of December 18

consistent recovery. After 5.6 million sqg. ft. was o
absorbed in the third quarter, occupancy fell
by 9.8 million square feet in the fourth quarter.

120M

100M

80M

Since 2020 Q2, office occupancy is still down on com %7
a net basis by 142.4 million square feet, with the o

largest losses in the primary metro areas of 20M

New York, Los Angelesy San Francisco, om --IIIIIII.I“IIIIIIIllllllllllllllll-. .
Washington DC, Chicago, and Boston. On the -20m r%"«m
other hand, secondary markets Boise, Durham, -40M o oo hei ST

Palm Beach and San Antonio each had positive e e e e s

absorption of at least 1 million square feet. Source: NAR analysis of Costar data

Total leasing volume fell to 67.5 million square e o oo omer  somex zomes zomes -
feet, and that is about half of the pre-pandemic boston-MA 556770 -2002440 3309496 S788E7 60726 25365
level. The surge in Delta variant cases during
the July through September and the
emergence of the omicron variant in Washington - ¢
November has pushed back the return to work Los Angetes - A
schedules of companies, including major tech
companies like Apple®, Google® Facebook®,
and Salesforce®. San Francisco - CA | 5,285,650 -3,824,850 -4766,064 -6,388216 1) 3,346,683

San Jose - CA 637,048 -1993,574  -632270 -101,782 -1,215,658

-!,OOS,BDB- -5,788,895 -1,814,968 -1,110,191

-4,386,456 -4,614,732 -1,738,572 -1,760,928 -1,840,088

1,678,512 ETR I K7

Seattle - WA iierlel -1,456,620  -2,703,715  -3,851,612 -637,246 -2,229,525

Chicago - IL -818,996 -2,329,792 -3,062,390 -1,496,370 -5,994,224 -1543,026 -3,868,282

New York - NY REEY[) -10,102,364 -15,493,574 -18,344,203 -11,931,790 1,859,310 -11,516,555

Source: NAR analysis of CoStar data

Positive Net Absorption Since

2020 Q2 Negative Net Absorption Since

2020 Q2

Boise - ID [JR2.763
Durham - NC JJil50.894
Palm Beach - FL 26174
San Antonio - TX [JJJi85.043
Inland Empire - CA [l 824,424

New York - NY -32,87 {001
Los Angeles - CA -12,411,361 [l
San Francisco - CA -11,005,407
Washington - DC -10,748,219
Chicago - IL -9,575,175

Pensacola - FL [JJ] 782,914 Denver - CO 6,057,267
Springfield - IL [JJ] 769,964 Boston - MA -6.002,549
Las Vegas - NV [l1620.349 Philadelphia - PA -5,371,381
Austin - Tx [ 618,921 Houston - TX -4,603,516
Alenn =L i Seattle - WA -4,547,849
Baton Rouge - LA | 567,933 East Bay - CA -4,356,177
Fargo - ND 539,293 Atlanta - GA -4,051,803
Northwest Arkansas - AR ||| 533,545 Northern New Jersey - NJ -3,956,266
Worcester - MA [ 530,370 Dallas-Fort Worth - TX -3,727,999
Fort Myers - FL [§§ 518,212 Minneapolis - MN -3,265,239
Fort Smith - AR [ 476,430 Orange County - CA -3,231,809
Charleston - SC || 443,170 Portland - OR -3,032,181
Lubbock - TX [f 408,547 Detroit - Ml -2,720,132
Naples - FL | 384,254 Charlotte - NC -2,240,597

Port St. Lucie - FL | 381,978 Pittsburgh - PA -2,130,021 m Zé‘!&%’.‘,i‘hou oF

REALTORS®

Source: NAR analysis of CoStar data



Office

Florida is hottest office market

Office asking rents continue to decline for
Class A office properties (-0.4%), but are rents
are rising for Class B/C properties.

Of 390 market areas tracked by CoStar, office
rents are still declining as of December 18 on

a year-over-year basis in 13 markets, including
San Francisco (-4%), New York

(-2%), Washington DC (-0.7%), Chicago (-0.1%),
East Bay (-1.3%), and Orange County

(-0.9%).

Florida has seven of the eleven top metro
areas with the fastest rent growth, with rent
up at least 3% year-over-year: Palm Beach,
Miami, Sarasota, Fort Myers, Naples, and
Melbourne.

Y/Y percent change in asking rent by class of office space

during 2019 Q1 to 2021 Q4

slice

0% ———29%
Al 20%

0.0%

-2.0%

4.0% /_\lé/\
Class 2.0%

A 0.0%

-2.0%

4.0% 2.6%
Class 2.0% T~
B 0.0%

-2.0%

4.0% L9%
Class 2.0% —  —=C
c 0.0%

-2.0%

2019 Q4

Source: NAR analvsis of CoStar data

0.0%

— —
-0.4%
—
0.3%
—_—  —
0.7%
2020 Q4 2021 Q4

Year-over-Year Percent Change in Office Asking Rent as of December 18,2021

Over 1 Million

Palm Beach - FL s 0%
Providence - RI N 4.6%
Miami - FL N 4.0%
Tucson - AZ N 4.0%
Las Vegas - NV I 3.9%
Salt Lake City - UT N 3.0%
Portland - OR I 2.8%
Inland Empire - CA N 2.8%
Fort Lauderdale - FL M 2.4%
Tampa - FL W 2.3%
Raleigh - NC I 2.3%
Indianapolis - IN m2.1%
Memphis - TN m2.0%
Phoenix - AZ W2.0%
Orlando - FL MW 2.0%
Over 250,000 to 500,000
Naples - FL 4.8%
Clarksville - TN 2.9%
Merced - CA 2.8%
Visalia - CA 2.8%
San Luis Obispo - CA 2.7%
Asheville - NC 2.7%
Hickory - NC 2.7%
Ocala - FL 2.7%
Yakima - WA 2.6%
Salinas - CA 2.6%
Tuscaloosa - AL 2.5%
Gainesville - FL 2.5%
Vallejo-Fairfield - CA 2.5%
Fort Smith - AR 2.5%
Columbus - GA 2.5%

Source: NAR analysis of CoStar data

Over 500,000to 1M

Reno - NV
Sarasota - FL

Fort Myers - FL
Melbourne - FL
Knoxville - TN
Spokane - WA
Pensacola - FL
Daytona Beach - FL
Columbia - SC
Albuquerque - NM
Bakersfield - CA
Colorado Springs - CO
Lakeland - FL
Myrtle Beach - SC
Little Rock - AR

Up to 250,000

Sebastian-Vero Beach - FL
Walla Walla - WA
Bellingham - WA

Bend - OR

Albany - OR

Coeur d'Alene - ID
Pocatello - ID
Hanford-Corcoran - CA
Goldsboro - NC
Wenatchee - WA
Longview - WA
Burlington - NC
Homosassa Springs - FL
El Centro - CA

Sumter - SC

New Bern - NC

illion

4.4%
4.2%
3.7%
3.3%
3.2%
3.0%
2.7%
2.7%
2.7%
2.5%
2.5%
2.5%
2.5%
2.4%
2.3%

L RA
s.1%
ES0%
2.9%
29%
m2.8%
m2.8%
m2.8%
m2.8%
m2.8%
m2.7%
m2.7%
m2.7%
m2.7%
m2.7%
m2.7%
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Office

Office construction to hold down rent growth

As of 2021 Q3, 140 million square feet is under

construction, equivalent to 1.7% of the current

inventory of office space. With 145 million of Office Space Under Construction in Square Feet
office space given back to the market since and as Percent of Inventory as of 2021 Q3

the pandemic, the construction underway
will add to the current vacant space and will

keep a lid on rent growth.

As a percent of office inventory, the zolll“‘!lllll||!!‘s‘]z 20702 20102 202102
construction activity is most intense in the Source: NAR analysis of CoStar data
tech metros of San Jose (5.9% of inventory),

Austin (5.6%), Seattle (5%), Boston (4.2%), Salt

Lake (3.9%), Nashville (3.9%), and Charlotte

(3.1%). The average market rent per square

foot in these markets is about $20 to $30

cheaper compared to San Francisco and San

Jose, which generates significant savings in

office rents for tech companies setting up in
these markets.

2.0%

160M
1.8%

140M

120M

Among metro areas with a population of at oom
least 250,000, the largest office construction
activity is in the New York metro areas,
followed by Boston, Seattle, and Washington 60
DC, each with at least 10 million square feet 0
under construction.
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Top Metros with Office Space Under Construction as of

2021 Q3
Under Under
Construction ¥ Construction as Market Rent/SF Median Cap Rate
SF Pct Inventory
New York - NY 22,570,970 2.3% $57 6.7%
Boston - MA 15,046,019 4.2% $41 6.6%
Seattle - WA 10,964,116 5.0% $38 6.4%
Washington - DC 10,059,127 2.0% $39 6.5%
San Jose - CA 8,045,837 5.9% $62 4.6%
Dallas-Fort Worth - TX 7,367,032 1.8% $28 6.8%
Austin - TX 6,790,708 5.6% $41 5.7%
Los Angeles - CA 6,109,368 1.4% $41 5.1%
Atlanta - GA 4,929,213 1.5% $27 7.2%
Houston - TX 4,785,778 1.4% $28 7.2%
Charlotte - NC 3,913,244 3.0% $30 7.2%
Nashville - TN 3,843,799 3.9% $29 6.7%
San Francisco - CA 3,724,984 2.0% $61 4.9%
Miami - FL 3,106,443 2.8% $40 6.0%
Salt Lake City - UT 3,037,309 3.9% $24 6.4%
Philadelphia - PA 2,986,579 0.9% $27 8.2%
Chicago - IL 2,525,775 0.5% $29 8.0%
Phoenix - AZ 1,773,057 0.9% $27 6.7%
Minneapolis - MN 1,529,193 0.8% $26 5.9%
Denver - CO 131,254 0.7% $29 6.4% m :leoc’crl‘AA'IEION OF
REALTORS®

Source: NAR analysis of CoStar data



Industrial

Strong demand and low vacancy continue to push up
asking rents

Robust demand for industrial space
coupled with decreasing vacancy rates

12-Month Net Absorption of Industrial

. . Space
continue to push asking rents up as 2
supply remains limited in comparison to QL 600 515
demand. Record net absorption was % 288
achieved in Q3 at 166 million square feet 2 300
(msf) and as of Q4 2021 net absorption 2 200
totals 143 million as demand remains 6 100
elevated. E s g m st s
9000900000009 00
In regards to 12-month net absorption, net S5 S 2 S 12z S 5 22 g 8 8
absorption reached 515 msf as of Q4 R R RO
December 9, 2021. _
Source: NAR analysis of CoStar data
With such high demand supply has not
been able to keep up as deliveries total 59 _ _
msf in Q4 2021. It is worth noting that Year-over-Year Percent Change in Asking
deliveries have been picking up each Rents Growth for Industrial Properties
guarter across 2021 despite inflation, labor 10.0% 8.4%
issues and material costs and 8.0% ,
. . . . 6.0%
availability.12-month deliveries lag 12- 4.0%
month net absorption as well, totaling 278 %822
msf. -2.0%
-4.0%

. . N (o~ M (N = M N =
Industrial space under construction od3 6 8’ 35060 [c\y 560 g R
totaled 465 msf in Q3 2021 and despite SE0dmMI N0 ED>00g 0

L . . © OO0 9O oo O o N o
this, increased demand for new industrial R R IR SIS S NQRRR QN
space will keep the availability rate low
where it is currently 7.0%. Source: NAR analysis of CoStar data

Logistic space makes up a significant
portion of industrial space absorbed as 12- Metros with Highest Year-over-Year
month net absorption totaled 467 msf in Asking Rent Growth as of December 9,
Q4 and makes up 90% of all industrial net 2021
absorption.
Miami - FL e 14.7%

Northern New Jersey - NJ s 14.1%

Philadelphia - PA m——— 13.3%

As of December 9, 2021, the leaders in
industrial markets by net absorption were
Dallas (48 msf), Atlanta (36 msf), Inland

Empire (32 msf), Chicago (32 msf) and Nashville - TN me——13.1%
Houston (30 msf). Atlanta - CA  ne— 12.1%
Fort Lauderdale - FL m——— 12.1%
On average, asking rents were up in all Hinesville - GA e 1].9%
390 metros covergd by CoStar. Asking ‘ Inland Empire - CA  n—— 11.7%
rents saw a sharp increase and a new high The Villages - FL  — 11.6%

N i i .
of 8.4% year-over-year in Q4. Columbus - OH 4%

The leading metro areas with the highest Source: NAR analysis of CoStar data

rent growth were Miami, FL (14.7%), NATIONAL

Northern New Jersey (14.1%), Philadelphia, I:E ASSOCIATION OF
REALTORS®

PA (13.3%), Nashville, TN (13.1%) and Atlanta,
GA (12.1%)



Industrial

Logistic space remains the primary driver of industrial

As of December 9, 2021, total sales
volume of industrial properties totaled
$19.9 billion thus far in Q4 2021 where
flex totaled ($3.5 billion), logistics ($12.7
billion) and specialized ($3.6 billion).

Industrial sales total $89.7 billion year-
to-date (ytd), with sales totaling $15.8
billion for flex, logistics ($58 billion) and
specialized ($15.7 billion) through ytd
according to CoStar® data as industrial
sales continue growth across the entire
year.

The majority of all industrial sales
volume is comprised of logistic sales at
65% in Q4 as of December 9 despite
declining availability. YTD through Q4
2021, of the $89.7 billion all industrial
sales volume, logistic sales made up 64%
with tight market conditions fueled by
increases in digital sales as consumers
expect to receive their goods quickly.

The average sales price per square foot
for industrial properties rose to $130, up
from $125 in Q3. Flex space has the
highest average sales price per square
foot at $197 followed by logistics space
($124) and specialized ($116).

Overall industrial cap rates decreased 10
basis points in Q4 as of December 9
from Q3. Cap rates averaged 6.2% for all
of industrial where cap rates increased
in both flex and specialized and
decreased in logistics space. Cap rates
were highest in Flex at 7.1%, 6.1% for
specialized acquisitions and lowest in
Logistics, 6.0%.

Industrial Sales Volume as of December 9,

$35
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Source: NAR analysis of CoStar data
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Industrial Average Square Foot as of
December 9, 2021
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Industrial Cap Rates as of December 9,
2021
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Retail

Retail total sales volume reach $66.2 billion year-to-
date

As of December 9, 2021, total sales volume of
retail assets totaled $13.7 billion thus far in Q4
2021 and totaled $66.2 billion year-to-date
(ytd), with sales totaling $8.1 billion for
general retail, mall ($794 million), $20

Retail Sales Volume as of December
$30 9, 2021

centers ($1 billion) and strip centers ($782

neighborhood centers ($2.9 billion), power
[}
- . . c$10
million) in Q4 according to CoStar® data. kel ‘ ‘ ‘ h “ ‘ h
| - 5, LLLLL | LALLL)
General retail sales make up the majority of $0 M M e N; v M e M ' "M : M‘ :
all retail sales as this assets sales volume 8 o g’ o g o g’ (0] g oS aNe]
totals 60% of all retail sales in Q4 as of 5 60562058« § S 8
December 9. YTD through Q4 2021, of the Na NSNS Qg YA
$66.2 billion all retail sales volume, general lf/]” | lﬁehe@ Rﬁtailj Cont
. o o a eighborhood Center
retﬁall sales share was 65%, malls (4.2%), = Power Center = Strip Center
neighborhood centers (20.2%), power centers
(4.5%) and strip centers (5.7%). Source: NAR analysis of CoStar data
The average sales price per square foot for
retail properties increased to $225 as of Retail Average Square Foot as of
December 9, up from $222 in Q3. All retail December 9. 2021
assets saw an increase in the average sales $1,000.00 '
price per square foot where the highest price
per square foot is reserved for general retail $500.00
at $24'| _w
$0.00
[N o N~ o W~ o W ~S o W~ o WU o)
Overall retail cap rates decreased in Q4 as of g o o o o o4 =4 o o o g 4
December 9 from Q3 by 20 basis points. Cap S o S SIS 5 S o § 89 §
rates averaged 6.2% for all of retail where the Al o
majority of retail asset cap rates decreased. General Retail
General retail, neighborhood center, and Mall
strip center saw declines in cap rates from Neighborhood Center
Q3 t0 6.1%, 6.2% and 6.7% respectively, while Power Center
malls and power centers increased to 6.7% —Strip Center
and 6.5%. Source: NAR analysis of CoStar data
Retail Cap Rates as of December 9,
2021
W
5.0%
O RN IO IO IO IRON %
OO0 N QAR OO L0 DD
D NSRS SISO ,Lg’lf 279
— |
General Retail
Mall
Neighborhood Center
oL Some [R ASs2ihon or
= Strip Center REALTORS®

Source: NAR analysis of CoStar data



Retail

Demand for retail properties, especially general retail,
continue upward trend

Net absorption of retail space in the past 12
months as of December 9, 2021 was 68 msf. Q4's

most recent data is up from the 50 msf recorded 12-Month Net Absorption of Retail

in the prior quarter. Space
150
Of the 68 msf net absorption of retail space, the 100
majority is for general retail (60%) space. All retail 8
assets saw positive net absorption except for malls 0 S0
which saw -7.7 msf of negative net absorption. Q3 2 0
2018 was the last time malls saw positive 12-month = ©
net absorption where it totaled 2 msf. =Y _ _ _
" 5588558553588558
. . N ) n o > o O =
According to CoStar® data, of the metros with Q Q é (5\‘ (§‘ :3‘ § § Q % ) § S § §
N N N o ~

positive absorption, the top markets by 12- month
net absorption were Houston-TX (5.3 msf), Atlanta-
GA (4.1 msf), Dallas-Fort Worth-TX (3.6 msf),
Chicago-ll (2.8 msf), New York-NY (2.3 msf) and
Inland Empire-CA (2.3 msf), while negative net
absorption was led by to by East Bay-CA (- .
600,450), Knoxville-TN (-372,324), Washington D.C. ) Retail Vacancy Rates
(-370,514) and Wausau-WI (-333,780). 10.0%

8.0%
Retail vacancy rate continued its downward trend g y
as of December 9, 2021 to 4.7% and down 10 basis —— —————

Source: NAR analysis of CoStar data

points from Q3. The mall vacancy rate was the 0% 0 —

only retail property type with an increase in 2.0%

vacancy rate in Q4, a 0.4% increase from Q3 to 0.0%

8.4%. Mall vacancy rates are the highest among all o303 0B830303008

retail assets. gggz%gggggga
Q8 & v &R\ Q « S

On average, as of December 9, 2021, asking rents =—All ,

were up 2.7%. Of the 390 metro areas covered, f/learl‘lera' Retall

positive year-over-year growth in asking rents was Neighborhood Center

led by Akron-OH (10.0%), Las Vegas-NV (8.8%), Power Center

Tulsa-OK (8.3%), Salt Lake City-UT (8.0%) and Fort =Strip Center

Lauderdale-FL (8.0%)%. Markets that saw negative  Source: NAR analysis of CoStar data
rent growth were San Francisco-CA (-5.2%), New
Haven-CT (-2.4%) and Saint Louis-MO (-1.7%).
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Hotel

Rising occupancy and revenues as travel resumes

With the progress on vaccination and the
uptick in business and personal travel, hotel
occupancy improved to 56.7% during the 3- 70.0%
month period as of December 18, 2021
compared to the 3-month occupancy rate
of 42% one year ago. The hotel industry’s 50.0%
revenue metrics— average daily rate (ADR)
and revenue per available room (RevPAR) —
also improved in the past three months 30.0%
ended December 18 compared to one year

ago. RevPAR rose to $75, or double the 20.0%
$39/room rate one year ago while the ADR 10.0%
rose to $133 from $94 one year ago. Sales bon
over a 12-month period have also picked up, o 2013 2015 2017 2019 2021
increasing to $34 billion as of December, Source: NAR analysis of Costar data

from a low of $10 billion in February 2021.

Cap rates have also decreased to 8.6% from i

8.8% in February 2020, an indication that i'vhanﬁ’a";mﬁigfﬂ"353532?5331 Revenue Per
hotel property values are firming up.

3-Month Hotel Occupancy Rate as of December 2021

60.0%

40.0%

$140.0
33

The highest occupancy rates are in $120.0
Portland (Maine), Southern Louisiana,

. . . $100.0 304
California North, Gatlinburg, and
Allentown/Reading. $80.0

$75.0
Hotel Occupancy $60.0
as of November 2021 $40.0 = 3 Mo ADR A
3 Mo RevPAR

Portland - ME 72.2% $20.0
Louisiana South 68.4% 0.0
California North 683% 2013 2015 2017 2019 2021
Gat"l“lburg/pigeon Forge = TN 682% Source: NAR analysis of CoStar data
Allentown & Reading - PA 68.1%
California Central Coast 66.8%
Long Island 66.7% 12-Month Sales Volume as of November 2021
Richmond/Petersburg - VA 66.3% $40.00B
Colorado Springs - CO 66.2% 635,008
California North Central 65.9% '
Charleston - SC 65.6% $30.008
San Diego - CA 65.3% $25.008
California South/Central 65.2%
New York - NY 64.8% $20.008
Oakland - CA 64.6% $15.00B
Phoenix - AZ 64.4% 510008
Austin - TX 64.4% '
Arizona Area 64.3% $5.00B
Florida Keys 64.3% $0.00B
Chattanooga - TN 642% 2013 2015 2017 2019 2021
LOS Angeles _ CA 64.0% Source: NAR analysis of CoStar data
Sacramento - CA 63.9%

| Source: NAR analysis of CoStar data NATIONAL
m ASSOCIATION OF

RevPAR is ADR x occupancy rate. REALTORS®
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The National Association of REALTORS® is America's largest trade association,
representing more than 1.5 million members, including NAR's institutes, societies
and councils, involved in all aspects of the real estate industry. NAR membership
includes brokers, salespeople, property managers, appraisers, counselors and
others engaged in both residential and commercial real estate. The term
REALTOR® is a registered collective membership mark that identifies a real estate
professional who is a member of the National Association of REALTORS® and
subscribes to its strict Code of Ethics. Working for America's property owners, the
National Association provides a facility for professional development, research and
exchange of information among its members and to the public and government
for the purpose of preserving the free enterprise system and the right to own real

property.
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The Mission of the NATIONAL ASSOCIATION OF REALTORS® Research Group is to
produce timely, data-driven market analysis and authoritative business intelligence
to serve members, and inform consumers, policymakers and the media in a
professional and accessible manner.

To find out about other products from NAR's Research Group, visit
www.nar.realtor/research-and-statistics
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