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Pricing declines moderated in the Private investors account for the bulk of While distressed assets continue to
second half of 2023, but premature to transactions, a trend likely to continue in increase, volume should remain far
call this the bottom the coming quarters below levels seen during GFC
OFFICE INDUSTRIAL RETAIL MULTIFAMILY
YTD Volume YTD Volume YTD Volume YTD Volume
$52.0B $89.2B $57.3B $119B
YoY Change YoY Change YoY Change YoY Change
-56% -44% -38% -61%
Cap Rate Cap Rate Cap Rate Cap Rate
7.0% 6.1% 6.9% 5.5%

Source: Real Capital Analytics, Senior Loan Officer Opinion Survey
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U.S. HIGHLIGHTS U.S. HISTORICAL

* Feeling confident with extremely low interest rates in late 2021
and into 2022, investors poured money into the market. Then as TRANSACTION VOLUME BIiLLIoNns) AND RCA CPPI
rates started climbing, investment activity slowed to a trickle and

pricing softened. Cap rates have continued their ascent since early mmm |ndividual Portfolio m Entity ——RCA CPPI
2022 $1000.0 200

» 2023 was not the office market's worst year, but it was the $800.0 —

toughest year since the GFC. In fact, it was the 3" worst year on
record when comparing Y-O-Y volume, and 2"4 worst year for Y-O-
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Y price declines. Overall, office deals were down 56% compared to $400.0 _— B —
2022, and pricing was down 16%. £200.0 0
« In 2023, the industrial sector stood out but wasn't immune to the ' I I I

150
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trend of falling deals. This followed four years of smashing sales $0.0 0
records, crossing $100 billion annually. The way deals were 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
structured contributed to the decline. Entity level sales dropped to
$2.5 billion from $25.2 billion in 2022. If we ignore the 90% plunge CAP RATES
in these deals, the overall decrease in volume was just 36% year- ——Office ===Industrial ==——=Retail ==——Multifamily
over-year. 8.0%
+ In 2023, apartments were still the top dog in commercial real 7.0%
estate investment, even with a 61% drop in deal volume from the
previous year. This sector was on a hot streak with record- 6.0%  —

breaking deal volumes in the two prior years, averaging $332 \v

billion annually in 2021 and 2022. This was a big leap from the >0%

$195 billion peak in 2019, with the recent average pace outdoing 4.0%
that year's peak by 70%. o o o & & & o & g & o & & & o & ¢ & o o
. . . < < N N ) ©O ™~ ™~ 00 00 o < o o — — N N m ™M
* Retail investment was mixed in 2023. Overall, both deal volume R
and property prices dropped. The year's investment activity did
not match up to pre-pandemic levels, though prices were higher VOLUME YOY CHANGE
. : ; 250%
than before. A surge in entity level sales spiced up the 2023 stats,
jumping 134% from the previous year with $12.5 billion in sales. 200%
But this buzz was mostly due to a few large deals, often REIT 150%
mergers. The picture wasn't as rosy for individual property sales, 100%
which saw a 44% decline from the previous year. 50%
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Source: Real Capital Analytics
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ANNUAL TOTAL NCREIF RETURNS BY PROPERTY TYPE

NCREIF returns represent the institutional private market’s performance, and like public markets, have heavily favored industrial and apartment in recent years.
We have not seen negative returns across more than two of the sectors since the GFC.
Hotel was the only asset class with positive gains for 2023 and, in a true plot twist, ranked number one over all other asset classes for total annual returns.
After seven years at the top position, industrial slid into negative territory.

While retail returns moved into negatives for 2023, returns remained relatively stable compared to industrial, apartment and office.

Rank 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Retail ~ Retail ~ Apartment Apartment Retail Retail Retail Hotel
a4 " o090 " o182% T 155% " 129% " 15.3% 10.3%
Retail
" 1309
F _7.3% F 11.1% F F F F F F

11.6%
Apartment  Retail Apartment Apartment  Hotel Retail
r
Retail Apartment
" 13.8% " 104%
"o " oeaw 35w oasw Cossw o2t 73
Hotel Hotel Hotel Hotel Hotel Hotel  Apartment Apartment  Hotel

Apartment
" 75% T 12.6% 18% | 199%  100% | -0.9%
Hotel Retail Retail Hotel Retail
9.4% -20.4% 9.0% 11.8% 8.2% 1.7% 10.3% 12.0% 4.7% 4.9% 2.2% 1.9% -25.6% 4.2%

11.2%
Apartment Apartment
Percentages above are computed by adding the income return and capital appreciation.
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5,5% "%
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Apartment Hotel

Source: NCREIF, Transwestern
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MOST ACTIVE INVESTMENT MARKETS BY VOLUME
Reported Closed Transactions 2023
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Source: Real Capital Analytics
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OFFICE KEY PERFORMANCE INDICATORS

SALES VOLUME YEAR-OVER-YEAR VOLUME CHANGE NUMBER OF PROPERTIES

Rolling 4-Quarter Volume  ® Quarterly Volume
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PRICE PER SQUARE FOOT YIELD (CAP RATE) BUYER COMPOSITION

— Average Cap Rate =——10-Yr Treasury ———Spread (bps)
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Source: Real Capital Analytics
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INDUSTRIAL KEY PERFORMANCE INDICATORS

SALES VOLUME YEAR-OVER-YEAR VOLUME CHANGE NUMBER OF PROPERTIES

Rolling 4-Quarter Volume B Quarterly Volume
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RETAIL KEY PERFORMANCE INDICATORS

SALES VOLUME YEAR-OVER-YEAR VOLUME CHANGE NUMBER OF PROPERTIES

Rolling 4-Quarter Volume  m Quarterly Volume 200%

-100%

$120,000 6,000
$100,000 150% 5,000
$80,000 100% 4,000
-
(@)
2 $60,000 50% 3,000
) I
40,000 I
$ 0% M I - — l | 2,000
| |||I N Il Il
$20,000
50 O il I
Nt N AN NS NS NI NSNS N N 0
ogogogogogododododOoNOdOAONOMOAONONONONO
<t T LD OWONNOOOOMOOOO  ——ANANMM AN < NS AN AN N NS N N
NN ANNNNAN OO oo Qoo oo o000 ooo

4Q2
4Q4
5Q2
5Q4
6Q2
6Q4
7Q2
7Q4
8Q2
8Q4
9Q2
9Q4
0Q2
20Q4
21Q2
21Q4
22Q2
22Q4
23Q2
23Q4

PRICE PER SQUARE FOOT YIELD (CAP RATE) BUYER COMPOSITION

— Average Cap Rate =——10-Yr Treasury ———Spread (bps)
$240 10.00% 700
9.00% 100%

$220 600
8.00% 90%
$200 7.00% A T S0 80%
——~—
$180 U \/\/ 400 70%
5.00%
60%
$160 4.00% 300
50%
3.00%
$140 200 40%
2.00% 00
1 0
$120 1.00% 30%
$100 0.00% 0 20%
NSNS NSNS NSNS NSNS NSNS o3adsdIasdesdIades I 10%
FYIFRFIIRLIIIYKIELQOILER ISIvLwoOerRrRe03e S
< LN O M~ [ee] (@)} (@] N m
N (o]
o o
[a\] [a\]

B Cross-Border ® Inst'l/Eq Fund M Listed/REITs m Private 1 User/other

21Q2
21Q4
22Q2
22Q4
23Q2
23Q4

—_ — - - — = — - — — — —

201
201
201
201
201
201
202
2021

Source: Real Capital Analytics



U.S. MARKET | INVESTMENT | H2 2023 R TRANSWESTERN

MULTIFAMILY KEY PERFORMANCE INDICATORS

SALES VOLUME YEAR-OVER-YEAR VOLUME CHANGE NUMBER OF PROPERTIES
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PRIMARY AUTHOR FOR MORE INFORMATION
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Sr. Research Analyst | Phoenix Sr. Managing Director Sr. Managing Director

National Investment Research Leader Research Services Research & Investment Analytics
Jennifer.Barili@transwestern.com Elizabeth.Norton@transwestern.com Doug.Prickett@transwestern.com
602 296 6372 202 7757026 214 292 6406

ABOUT TRANSWESTERN

Four dynamic, integrated companies make up the Transwestern enterprise, giving us the perspective to think broadly, deeply and creatively about commercial real estate. Clients and investors rely on
us for expertise that spans institutional and opportunistic investment, development, hospitality, and brokerage and asset services. Our award-winning, collaborative culture empowers team members
with resources and independence to work across boundaries in pursuit of innovative solutions, reinforcing a reputation for service excellence that translates to measurable results. Through offices
nationwide and alliance partners around the globe, we positively impact the built environment and our communities while fostering a work climate that champions career vitality for all. Learn more at
transwestern.com and @Transwestern.

RESEARCH METHODOLOGY

The information and analysis in this report is based on a compilation of commercial real estate investing and transactions data from Real Capital Analytics (RCA) on select property types within the United
States.

Copyright © 2024 Transwestern. All rights reserved. No part of this work may be reproduced or distributed to third parties without written permission of the copyright owner. The information contained in this report was gathered by Transwestern from CoStar and other primary and secondary sources
believed to be reliable. Transwestern, however, makes no representation concerning the accuracy or completeness of such information and expressly disclaims any responsibility for any inaccuracy contained herein.
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