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The State of Loan Maturities

B With interest rates rising, the economy slowing and demand for office space falling, office owners are
in a tough position. This is especially true for owners with loans maturing in the next three years, which
accounts for more than 9,500 buildings and 17% of all office stock, according to CommercialEdge.

B Nationally, there is no wall of office maturities on the horizon, with the amount of office space with
maturing loans holding at around 380 million square feet for the next three years.

B Loans are not maturing equally across markets, however, and some places will see more maturities
than others in the near term. Among the largest markets, three—Portland, Atlanta and Denver—have
more than 10% of office stock subject to a maturing loan in 2023, and two others—Chicago and Los
Angeles—have more than 7% of office stock maturing this year. Over the next three years, eight of
the top 25 markets will see at least 20% of stock subject to a maturing loan, led by Atlanta (29.1%
maturing by the end of 2025), followed by Portland (27.5%), Denver (24.3%), Chicago (23.0%), Los
Angeles (21.5%), Washington, D.C. (20.4%), Austin (20.0%) and Dallas-Fort Worth (20.0%). Some
of these markets also have vacancy rates above the national average—with Atlanta sitting at 20.5%,
Chicago 19.2% and Denver 17.6%—which will add more uncertainty for owners.

B Recent high-profile defaults hint that the pain may be only beginning for office owners. Columbia
Property Trust defaulted on $1.7 billion in loans backed by seven buildings, Brookfield Asset Manage-
ment defaulted on $784 million in loans for two office towers in downtown Los Angeles and RXR is
reportedly considering handing the keys over to the lender for at least two of its New York offices.

B With weak demand and a rising cost of borrowing, refinancing office buildings will be challenging
unless they include solid leases with high-quality tenants. In most cases, borrowers will need to bring
more equity to refinance. The average sale price of an office building, which fell from a national aver-
age of $299 per square foot in the fourth quarter of 2021 to $214 a year later, could decline further
as prices adjust to the current environment. Falling prices may lead to more buildings becoming can-
didates for adaptive reuse, although such projects will still require the building to have characteristics
amenable to conversion.
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Listing Rates and Vacancy:
Rental Rates Sticky Despite Rising Vacancies

B The national average full-service equivalent

listing rate for office space in February
was $38.28 per square foot, according to
CommercialEdge, down 1.6% year-over-year.

The national vacancy rate in the month was
16.5%, up 70 basis points over February 2022.

Demand for office space has declined since
the pandemic, leading to vacancy rates ris-
ing steadily over the last three years. How-
ever, we have yet to see average listing rates
fall in response. One reason for this could be

that the average listing rates can reflect the
quality of space listed as much as underlying
fundamentals. All types of space, from A+ to
C, are being listed, meaning that the overall
average will see little movement. However,
we believe that concessions play a large role
in the stickiness of listing rates. Owners have
been offering large tenant improvement al-
lowances and months of free rent as a way
to attract tenants to their buildings. Many
landlords are wary of dropping listing rates
because of the impact that doing so could
have on valuations.

Listings by Metro
Feb-23
Listing 12-Month Total 12-Month Price Per
Rate Change Vacancy Change Top Listing Square Foot

National $38.28 -1.6% 16.5% 70 bps
Orlando $24.62 11.6% 16.3% -60 bps  Celebration Medical Center $42.40
San Diego $44.97 11.3% 13.2% -80 bps  One La Jolla Center $69.00
Seattle $38.63 8.8% 18.2% 330 bps 1208 Eastlake Avenue East $89.50
Charlotte $34.49 8.2% 12.7% -260 bps Rotunda Building, The $44.42
Philadelphia $31.24 7.4% 14.3% 20bps  Two Liberty Place $53.50
San Francisco $67.25 6.5% 19.2% 230bps  Sand Hill Collection-The Quad $195.60
Atlanta $30.60 5.0% 20.5% -190 bps  Star Metals Offices $58.00
New Jersey $33.63 4.8% 17.0% -30bps  Newport Tower $54.80
Nashville $31.59 4.1% 17.5% -130 bps  Three Thirty Three $44.38
Chicago $28.23 3.6% 19.2%  -120bps 300 North LaSalle Drive $59.46
Manhattan $76.04 3.4% 16.0% 290 bps 550 Madison Avenue $210.00
Miami $46.89 2.8% 12.8% -20bps 830 Brickell $137.50
Tampa $28.41 2.4% 16.4% -20 bps  Water Street Tampa-Thousand & One $58.00
Phoenix $27.38 2.1% 17.1% 150 bps  Camelback Collective $52.50
Bay Area $57.10 1.2% 17.6% 280 bps 325 Lytton Avenue $160.20
Houston $30.48 1.1% 22.5%  -240bps  Texas Tower $58.40
Los Angeles $42.70 0.6% 14.6% 120 bps 1999 Avenue of the Stars $96.90
Dallas $28.95 -0.1% 16.8% -50 bps  Rosewood Court $60.43
Denver $30.06 -0.1% 17.6% 110 bps 1144 Fifteenth Street $62.08
Twin Cities $26.05 -0.8% 15.5% Q0 bps  Tractor Works Building, The $40.71
Washington DC $40.52 -2.4% 13.8%  -290bps 601 Pennsylvania Avenue NW-North Bldg $79.00
Austin $41.00 -5.5% 20.4% 520 bps  Indeed Tower $82.34
Portland $27.99 -6.5% 14.6% 30bps M Financial Plaza $47.40
Boston $35.77 -6.9% 9.8% -70bps 116 Huntington Avenue $75.07
Brooklyn $44.22 -11.0% 18.6% 70 bps 200 Kent Avenue $75.00

Source: CommercialEdge. Data as of February 2023. 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:
Life Science Fuels San Diego Development

Nationally, there are 123.5 million square feet
of new office stock currently under construc-
tion, representing 1.9% of stock. An additional
271.3 million square feet are in the planning
stages (4.2% of stock), although that num-
ber is likely to decrease in the future as proj-
ects are indefinitely paused or canceled in re-
sponse to remote and hybrid work becoming
entrenched in the economy.

While many office use types are struggling
with post-pandemic demand, the life science
sector is not, especially in top markets like Bos-
ton, the Bay Area and San Diego.

In San Diego, the third-largest life science
market in the country, the largest projects un-
der construction are all delivering lab space to
market. IQHQ is building the $1.6 billion RaDD
(Research and Development District) along
the waterfront in an attempt to attract life
science companies to downtown San Diego.
The mixed-use project will include five buildings
of lab, general office and retail space and is set
to open early next year. Nearby, The Campus at
Horton Plaza is an adaptive reuse project that
covers 10 acres and seven city blocks, offering
the same mix of lab space, retail and office.

National New Supply Forecast
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Source: Yardi Matrix. Data as of February 2023
Data in this chart includes owner-occupied properties

Market

National
Austin
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San Francisco
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Bay Area
Orlando
Dallas
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Atlanta
Houston
Denver
Philadelphia
Washington DC
Tampa
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Chicago
Los Angeles
New Jersey
Phoenix

Twin Cities

Under

Construction

123,468,045
6,644,767
13,511,197
2,994,433
6,785,457
4,620,289
7,523,298
1,530,937
2,927,549
2,176,985
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1,616,228
6,553,773
9,269,815
3,864,601
4,063,500
2,583,739
2,607,830
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833,766
676,369
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Supply Pipeline (by metro)
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Office-Using Employment:
Tech Layoffs Continue in 2023

B Office-using sectors of the labor market grew
2.4% vyear-over-year in February, adding only Growth by Sector
19,000 jobs in the month, according to the Bureau Market
of Labor Statistics. Growth in office-using sectors National
has decelerated in the last eight months.

2022
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B One culprit behind this slowdown is the tech
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sector, which has been slashing payrolls in recent Charlotte —— ——
quarters. After a wave of layoffs among tech pomren =
firms at the end of 2022, the bleeding has not Austin D
stopped in the early part of 2023. Google has Seome R—
announced it will reduce its workforce by 12,000 New York T
in 2023, Microsoft will lay off 10,000 workers, and Bq:”;\‘:;: P—
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Francisco, the Bay Area and Seattle the hardest, Phoenix — Sector
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second phase of its HQ2 in Arlington. YOY Office-Using Employment Growth
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Transactions:
Lab Space Trades in Uncertain Climate

B CommercialEdge recorded $4.6 billion in Sales Activity
office transactions through the first two

months of the year, with properties tradin YTD Sales YTD Sales
Y prop 9 Market Price PSF (Mil, as of 2/28)
at an average of $232 per square foot.

National $232 $4,578

g . B

B While investment has slowed in response to oston 05 A0
. .. . New Jersey $142 $423

reduced office demand and rising interest
. . . Manhattan $1,507 $351
rates, lab space is still in demand for inves- Miami $556 $332
tor.s. Pl.rflvote. equity firm TI?G SO||d}:he Center- Houston $178 $329
Point life szlence campus in Waltham, qus., San Francisco $566 $308
to CS Capital Management for $578 million, Dallas $287 $268
an average of $1,000 per square foot for the Washington DC $289 $170
three buildings. We expect that life science Los Angeles $254 $154
properties will drive much of the sales activity Philadelphia $146 $148
that occurs in 2023. Tampa $146 $117
. Phoenix $198 $90
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Source: CommercialEdge. Data as of February 2023
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Definitions

This report covers office buildings 25,000 square feet and above. CommercialEdge sub-
scribers have access to more than 14,000,000 property records and 300,000 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 Vacancy—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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Peter Kolaczynski Matt Gleason
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Peter.Kolaczynski@Yardi.com Matthew.Gleason@Yardi.com

(800) 866-1124 x2410 (800) 866-1124 x7763

Doug Ressler

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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