US Gateway Cities Class A Office Sales

Volume and Buying Trends - February 2021

COVID-19 surfaced in the United States in Mid-March 2020. Federal, state and local governments
responded by issuing strict stay-at-home orders and closing nonessential business. Trends in retail sales,
vacancy rates, rent collection rates, and unemployment underscore the crippling effects of COVID-19 on
American consumers and businesses alike. The United States Daily New Case table below highlights the
progression of daily case counts relative to legislation imposed by state and local governments. A new
high in case counts led to the implementation of the mask mandate in April 2020. Effective social
distancing and mask mandates helped curb case counts over spring and summer 2020, and restrictions
loosened. Colder weather and an increase in indoor gatherings around the holidays sent case counts
surging again in the late fall and winter, shattering the previous high set in April 2020. Unemployment

spiked over the period, reaching its highest levels in July. The unemployment rate decreased over the

following five months before a slight increase in January 2021. Attention now turns to the rollout of the

COVID vaccine and its effects on consumer sentiment and underlying market performance.
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e  Parameters: All Class A Office building sales, segmented by gateway city: New York City, Boston, Chicago, Los Angeles, San

Number of Sales Transactions

Francisco, Washington D.C.
e  Sporadic transaction volume from January 2019 to March 2020.
e April 2020- initial COVID shockwaves grip market, number of transactions plummets.
e May 2020 and December 2020 experienced better performance than most months post COVID-19.
e  September 2020 — November 2020- experienced a relatively consistent trend in number of transactions.
e December 2020- 7 total transactions- the largest number of transactions to take place in 2020.
e January 2021- 2 total transactions — approximately 71% decline from the prior month.

e  February 2021 - zero transactions — the lowest number of transactions over the given study period.
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We tracked the number of monthly Class A office building sales recorded, segmented by each gateway city. Over the prior 2-year period as of
February 2021, there have been a total of 99 transactions. New York City has experienced the most transactions, accounting for approximately
36.4% of the total number of transactions across all cities. Washington D.C. is the second highest in number of transactions, reflecting a 21.2%
stake within the market. February was the first month throughout the study period where there was no record of transactions in each city.
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Dollar Volume of Sales Transactions
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In 2019, the average monthly sales volume was approximately $1.4 billion. Comparatively, the average monthly sales volume in 2020 was

roughly $602 million, reflecting a decrease of approximately 58.7%. We tracked the dollar volume of monthly sales by tranche as seen below.

Total Dollar Volume - Class A Office Gateway Cities

YEAR 2019 2020 2021 (Feb)
Min $235,000,000 512,500,000 50
Max $4,048,352,975 $1,246,419,413 525,990,000
Average $1,459,491,731 $602,413,431 512,995,000
% Difference - -58.7% -97.8%

e Average sales volume from January 2019 to March 2020 was $1,393,228,012.

e Average sales volume from April 2020 to January 2021 was $351,857,433.

e  The largest increase in dollar volume for 2020 was 7,437.6% from April to May.

e  The largest decrease in dollar volume for 2020 was 98.7% from March to April.

e  Boston has seen no sales activity for the last 10-months of the study period.

e New York City is responsible for approximately 48.8% of the total dollar volume over the 25-month study period.

e  December 2020 dollar volume significantly increased from the prior month, reflecting a 362.6% increase in total dollar volume.

e January 2021 reflected a significant decrease of approximately 97% in total dollar volume, as shown in the figure below.

e  February 2021 — first month over the given study period with no activity in the Gateway Cities.

5$4,500,000,000

5$4,000,000,000

$3,500,000,000

$3,000,000,000

$2,500,000,000

$2,000,000,000

Total Dollar Volume

$1,500,000,000

$1,000,000,000

$500,000,000

s0

P
& &

W New York City

Class A Office - Total Sales Volume

P €>~?~°’

K]
J"\"‘

il
S D >

eP're“C\‘f@“

‘5——

,.P 0

\

¥

» &

»

&

Sale Date

P W

RO ?‘1 I \\? \"

M Bozton W Chicago Los Angeles M 3an Frandsco W 'Washington D.C.

Empire State Building, 350 Fifth Avenue, Suite 4320, New York, NY 10118 212.425.4300 marshall-stevens.com



AVERAGE $/SF

$1,400 Average Yearly Price per Square Foot
51200 The graphic on the left analyzes a five-year trend of dollar per
#1000 square foot pricing broken down by each city. All six cities
3500 experienced fluctuations in pricing over the past five years. The
- ) prices varied from $233 per square foot (Chicago 2018) to $1,156
e per square foot (San Francisco 2020). Pricing has been varied in
SZZZ 2020, with three of the cities experiencing a decline in dollar per
2015 2016 2017 2018 2018 2020 square foot (Chicago, Boston, New York City) and three of the
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Average Quarterly Cap Rate

GATEWAY CITIES AVERAGE CAP RATE - CLASS A OFFICE

10.00% With a lack of data on a monthly basis, the cap rate trend will be
analyzed on a quarterly basis across the six cities. The cap rates
7755  7.90%
B.00% have fluctuated from Q12019 to Q4 2020. According to the graph,
the average cap rate ranged from 4.55% to 7.90%. The average
6.00% cap rate experienced a notable increase from Q1 2020 to Q2 2020
(4.55% to 7.75%) and continued this trend into Q3 2020 increasing
4.00% to a 7.90% cap rate. It is important to note that Q4 2020
experienced a notable decrease from 7.90% to a 5.90%.
2.00%
Q12018 Q22018 032018 Q42015 Q12020 Q22020 Q32020 Q432020 Quarterly Trend of Average Dollar Per Square Foot and
Average Cap Rate
AVERAGE 5/5F & AVERAGE CAP RATE
The graph on the left shows the average dollar per square foot
51,200 9.00%
B.00% and average cap rates of the six cities combined on a quarterly
$1.000 7.00% basis. There is an inverse relationship between the average cap
5800 6.00% rates and the average dollar per square foot. From Q2 2019 to Q4
5600 5.00% 2019, the average dollar per square foot trended downward while
4.00% the average cap rates increased. Q4 2019 experienced its largest
5400 3.00% o )
5 00% decline in dollar per square foot dropping more than $400 per
5200 1-00% square foot. The largest increase in cap rates occurred in Q2 2020
50 0.00% increasing to 7.75%. Q4 2020 experienced an increase in average
Q1201902 201303 201304 201901 202002 202003 202004 2020 dollar per square foot and a decrease in average cap rate at 5.90%.
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