US Property Portfolio Sales Volume and
Buying Trends - October 2020

The US Commercial Real Estate Market has always been considered a safe haven for investment, and
property portfolio transactions are a leading benchmark of investor sentiment. Statistics for the first ten
months of 2020 suggest investor activity for large property portfolio investments has waned. This report
analyzes trends in investment sales for portfolio transactions throughout the US from January 2019 through

October 2020. October 2020 registered a lower dollar volume from the prior month but slightly increased

in number of sales.

The graphic to the right shows the
average cap rate for US Portfolio
Sales over the past five quarters.
Portfolio transaction cap rates

have fluctuated and trended
downward over the given period,
with the most recent quarter
showing a decline. The Q3 2020
average cap rate decreased by 30
basis points from the prior quarter.
This is primarily due to strong
performance of the industrial
sector, which is skewing the rates

downward overall.

Within the month of October,
Starwood Capital Group was the
top buyer accounting for 51% of
the market, which is
approximately $531 million. The
second and third largest buyers
were The Seyon Group,
representing 25% of the market
and Morgan Stanley Services

Group Inc. with a 24% stake.

The top sellers of October 2020

include National Housing
Corporation, Artesia Real Estate
and The Seyon Group. Together
these three accounted for
approximately $1.32 billion sold in

portfolio sales
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SEES

We tracked investment sales for property portfolios throughout all 50 states over a 22-month period beginning in January 2019 and ending in October

Overview

2020. In order to find the primary drivers, we broke the market into multiple tranches. The following tranches include: “Under $50 Million”, “$50 Million
to $100 Million”, “$100 Million to $500 Million”, “500 Million to $1.0 Billion”, and “Over $1.0 Billion”. While performing this study, we uncovered that one
tranche (Over $1.0 billion) has been a major driving force accounting for approximately 44% of the market’s dollar volume over the study period. Over
the 22-month period, we also identified top brokers within the market. JLL and Marcus & Millichap represented the top buyers in the market, while Eastdil

Secured and CBRE represented the top sellers in the market

Number of Sales Transactions

The number of monthly sales for all portfolio sales recorded in the US are segmented into tranches as seen below. Over the 22-month period, there have
been a total of 2,121 portfolio transactions. Approximately 87 percent of these transactions were below $100 million; roughly 12 percent were between

$100 million and $1.0 billion; and 1.2 percent were above $1.0 billion.

Historical Transaction Volume - US Portfolio Sales

Number of Ti i Jan-19  Feb-19  Mar-19  Apr-19  May-19  Jun-19 Jul-19  Aug-19  Sep-19  Oct-19  Now19 Dec-19  Jan-20 Feb-20 Mar20  Apr-20 May-20 Jun-20 Jul-20  Aug-20  Sep-20 Oct-20 Total % of Total
Up to $50 Million 81 85 109 90 82 95 97 91 94 94 89 138 85 59 70 39 30 29 45 49 37 44] 1,632 76.9%
$50 to $100 Million 19 9 7 7 10 13 8 15 1 12 18 17 10 9 13 4 1 5 5 6 2 3| 204 9.6%
$100 to $500 Million 13 10 13 20 15 17 12 10 18 10 " 24 5 14 9 2 1 4 8 2 9 7] 234 11.0%
$500 to $1.0 Billion 1 1 1 1 0 2 2 2 1 0 2 4 2 0 2 1 0 0 0 1 2 1 26 1.2%
Over $1.0 Billion 1 1 1 1 2 3 1 1 5 2 0 2 2 2 0 0 0 0 0 0 1 0| 25 1.2%
Total # Transactions 115 106 131 119 109 130 120 119 129 118 120 185 104 84 94 46 32 38 58 58 51 55 2121 100.0%
% Change from Prior Month - -78% 236% -92% -84% 193% -77% -08% 84% -85% 17% 542% -438% -192% 11.9% -511% -30.4% 18.8% 52.6% 0.0% -12.1% 7.8% - -
i *

In terms of number of transactions, the largest US Portfolio Sales - Number of Transactions
number of monthly transactions occurred in 00

December 2019, which is also the month that
experienced the most significant % increase 180
from the prior month, at 54.2%. Compared to
the % increase in December 2019, the results in
July 2020 were similar, experiencing a 52.6%

increase from the prior month. As shown in the

graph, the number of sales for October 2020

-
| |

reflect similar amounts to July and August and _ m =
had a slight increase of 7.8% from the prior = -

0
month.
Most activity in the last two months comprised
of property portfolios below $50 million. In
October 2020, 44 of the 55 transactions that o
occurred were in the “Up to $50 Million” B
category. Following September 2020, October
showed significant activity in the “$100 Billion to
$500 Billion” category.
With continued uncertainty related to COVID-19 o
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participants are expecting these trends to b 4

continue.
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Dollar Volume of Sales Transactions

stevens

In 2019, the average monthly sales volume was over $10.3 Billion, with the peak occurring in September 2019 at more than $31.2 Billion. Comparatively,

the average monthly sales volume in 2020 is roughly $5.1 Billion, reflecting a decrease of approximately 50 percent. As seen below, we have tracked the

dollar volume of monthly portfolio sales by tranches.

Historical Transaction Volume - US Portfolio Sales (in Millions

Dollar Yolume Janetd Febd  Mardd Aprd Madd  Junddd Jukig Augld Sep1d Ot Mowdd  Decdd  Jan-20  Feb-20  Mar-20  Apr20 May-20  Jun-20  Jul20 Aug-20  Sep-20  Qet-20 Total % ofTetal
Up to $50Millen $E7T0 HU000  $13000  $3BA0 #1000 000 $2000 U000 000 H2000 #3000 $A000  £80 EFI30 S9040 4370 P20 $IB20  $ERED  B4BD SIOT0 4000 197430 i
£50 o $100 Million $R270 38RO B30 SAEP0 46300 VIO $5430  H0000 $3130 0110 #2000 1000 47SE0  $ROTD 38330 2850 4700 43TT0 43200 4B40 BMO0 $2220) $134380 s
4100 to 4500 Million 423000 $20000 24000 42000 $37000 422000 427000 $1A000 3000 #13000 $25000 47000 48380 440000 41E000 42720 2MO $ERO0 417000 2830 20000  $A%60) $4THEE0  ATOM
$500 to 10 Eillian 700 $EEED AW 6260 SO0 $1.2000  F15000 413000 740 $00 #2000 $20000 14000 000 $12000  $6500 400 00 F0.0 §9900 $15000  $EA0) $IRHET0 02w
Over $1.0Billion $17000  $12000  $12000 $25000 $24000 $4.9000 13000 #6000 $24.8000 344000 $0.0 $53000 $5.3000  $15.300.0 $0.0 0.0 00 300 $0.0 400 $21000 $00) $763000 435w
Total Diollar Yolume $EM40 $58340 $E2T40 483010 $7EIA0 4METI0 4TMI0 463000  $MA0F0 M0 $6.2000 $1TE000 $AEAE0  $2OM00 $45N00 HIT040 610 14000 $25540 $ITATO LE0OT0 $20500( $APSA080 1000
3 Change from Frior Month -2.9% .75 403%  02% 4275 3134 -10.93 30623% A0 23Ex (839N 460 138%  J7EM  B2Sx  B3ITM  TTEM 834w 306K XIGan EATH - -

Over the analysis period, the category with the highest transaction volume is in the “Over $1.0 Billion” tranche, which comprises 44 percent of the total

dollar volume over the study period. We note that for the first time in six months, there was a sale in this tranche during September. Considering this

tranche is a major contributor to the market, this one sale could be indicating an increase in activity within this tranche in the foreseeable future. October

2020 had no transactions in this tranche, indicative of market participants’ hesitancy to acquire in bulk. This sector experienced a decrease in dollar volume

from the prior month of approximately 65%.

Total Dollar Volume - US

s !
Jan-19 $6,114,000,000 .
fob 19 <5 954 000,000 US portfolio Sales - Total Sales Volume
Mar-19 $6,274,000,000 .
Apr-19 $8,801,000,000 35,000,000 00
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Oct-20 %2,150,000,000
Min $619,000,000
Max $31,207,000,000
2019 Ave $10,337,916,667
2020 Ave $5,135,300,000

$15,000,000,000
Portfolios worth over $1 Billion are
major contributors in the
commercial real estate market, £10,000,000, 000
which is responsible for 44% of total
dollar volume. Due to continuous
economic uncertainty, participants I I
) . . 45 000,000,000
in this space have been hesitant to
act. As shown in the table and
graph, October experienced a I
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significant decrease from the prior
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0
SALES (2019-2020): Volume

According to the graphic on the left, monthly transaction volume
fluctuated from 94 to 185 sales per month from January 2019 through
March 2020. In April and May 2020, the first two full months post-crisis,
there were 46 and 32 transactions respectively, representing the lowest
number of transactions over the given period. Over the past four
months, the number of transactions has been relatively stable with
minor fluctuations. Due to the current Pandemic, market participants

are hesitant to engage in their normal investment activity.
Dollar Volume of Sales

The dollar volume of US property portfolio sales has experienced a
significant decrease over the past six months with the largest decline
occurring in March 2020, reflecting a decline from the prior month of
approximately 78 percent. From April 2020 to September 2020, sales
volume has fluctuated. October experienced a decrease of over 60%
from September. This mirrors the same trend observed from September

2019 to October 2019.
Transactions over $1.0 Billion

There were significant declines in sales exceeding $1.0 billion beginning
March 2020, indicating that high transaction volume is decreasing due
to the uncertainty of the market. These transactions are a major
contributor accounting for nearly half of the market’s dollar volume
over the study period. According to the graphic on the left, there has
only been one sale in the over $1.0 billion category in 8 months, which
is a notable indication of market participants feeling cautious about

investing in high dollar volume portfolios.
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