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TECHNOLOGY, LIFE SCIENCE, AND HEALTHCARE INDUSTRIES DRIVING
OFFICE MARKET GROWTH

Traditional office tenants are currently evaluating how much space they
will need in the future as work from home and flexible work options
continue to impact their overall footprint. This trend is expected to remain
during the near term as firms continue to implement various return-to-
work policies. Most tenants are still paying rent even though the workplace
utilization rate for many office buildings remains low at an estimated 20%
to 25% as employees continue to take advantage of more flexible work
arrangements. While there has been a temporary and brief slowdown
in market tours recently due to the delta variant, there has also been a
noticeable increase in overall office demand compared to last year with
the largest movers coming from technology firms, life science companies,
and healthcare institutions.

FIRMS SEARCHING FOR THE OPTIMAL BALANCE BETWEEN ON-SITE,
REMOTE, AND HYBRID WORK

According to a recent article by The Economist, approximately 75%
of programming jobs posted in 2021 included the term “remote work”
compared to only 13% in 2011. The referenced study also illustrated how
the pandemic only accelerated a shift that already started in 2018/2019.
It's not just tech jobs either as a handful of recent articles describe remote
work as becoming “the hottest city in America for jobs.” The recent shift
to remote work has also prompted some firms to offer lower wages for
remote positions to account for the lower cost of working from home.
Google recently rolled out a cost of living pay calculator explaining
work-from-home salary cuts. However, a high number of companies are
still pushing for a full return to the office according to a recent study by
Robert Half, but the emerging delta variant of Covid-19 and a weaker-
than-anticipated vaccination rate are delaying plans for many firms.

INDUSTRIAL DEMAND AND RENT GROWTH CONTINUE TO INCREASE
AT A RECORD PACE

Driven by e-commerce demand and recent economic growth, the
industrial sector is still incredibly strong across West Coast markets
with high levels of tenant activity, very low vacancy rates and extremely
strong rent growth. In fact, many institutional owners are projecting 12%
rent increases across their industrial portfolio over the next 12 months.
Additionally, development activity continues to expand while industrial
land prices are at a premium, especially in well-located distribution
corridors and transportation hubs.

National: Office Demand Index
Despite the recent volatility, office demand is up
282% year-over-year
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Tech Workers: Programming Jobs
Share of job postings with “remote” vs “onsite”
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West Coast: Industrial Rent Growth
Record rent growth is projected for 2022
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APARTMENT MARKET FUNDAMENTALS CONTINUE TO STRENGTHEN

ACROSS THE COUNTRY

Apartment investment has quickly become one of the safest bets in
commercial real estate. Most West Coast markets are experiencing
strong overall transaction volume with extremely aggressive pricing
on both a price per unit and price per square foot basis, and with cap
rates. A recent forecast by the Mortgage Bankers Association project
a 31% year-over-year increase in total U.S. apartment loan volume by
the end of 2021. Many institutional investors that don't typically focus
on apartment assets are beginning to invest and being very aggressive
at the opportunity to expand their portfolios. Additionally, recent
rent growth has pushed rent levels beyond pre-pandemic levels in

most markets.

REGIONAL MARKET HIGHLIGHTS

SEATTLE

Industrial leasing activity has slowed “a bit”
but remains strong overall and is expected
to stay that way. Downtown Bellevue office is
hot with increasing market activity and rising
rents, while Downtown Seattle continues
to struggle in its recovery from the impact
of Covid-19. Retail leases and sales are
beginning to pick up all over the region while
multifamily continues to be red hot in Seattle.

PORTLAND

While the downtown office market is still
struggling to recover from Covid-19, the
suburban office, industrial and apartment
markets are all showing positive signs of
renewed growth heading into 2022.

BAY AREA

Covid-19 impact on property values has
been inconsistent. In general, value for
Class A institutional quality real estate has
held up well as FAANG and other large well
capitalized companies continue to make
strategic real estate decisions, while Class
B&C and non-institutional are showing
signs of stress. We are seeing a continued
acceleration of more municipalities and
planning departments proactively looking
at how they can satisfy California State
mandated housing goals.

SOUTHERN CALIFORNIA

The industrial market is very tight with strong
demand driving up building and land prices
to levels that would have been unheard of
just two years ago. It has become a good
time for contrarian buyers as investors are
putting more money into safe harbors of
industrial and multifamily (good luck finding
product though), but limited product is
available and bid up quickly. It is currently
a seller’s market in all product types and
a tenant’s market for all product types
except industrial.

SAN DIEGO

The regional Life Science market is
experiencing overwhelming demand,
no existing space is available for lease in
established markets, pushing developers to
expand into downtown and up to Carlsbad.
San Diego home prices have appreciated
dramatically in recent months, pushing up
apartment demand and asking rents.

PHOENIX

Phoenix apartment rents are up and
continuing to rise, while cap rates are
down causing property values to skyrocket!
Healthcare and medical office real estate has
been surging in Phoenix, largely influenced
by regional demographics and population
growth dynamics. The industrial market is
also on fire in Phoenix, especially in the
West Valley.
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West Coast: Apartment Cap Rate Trend
Slight cap rate compression is expected
inthe nearterm
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NOTABLE KIDDER MATHEWS TRANSACTIONS

RECENT SALE TRANSACTIONS

Property Market Property Type Sale Price SF Buyer Seller
gzzrikf:gjscwsrth ct San Diego Manufacturing  $17,500,000 54,154 miéﬁrzzltéliilmatives éiginogr;:;operty
?Zi?oiléfgs E Southpoint Rd Phoenix Manufacturing  $11,500,000 94,831 Eaa\rﬂ(f:ct]%ia Center Teritom Holdings
205 E Casino Rd Seattle Retail $7,600,000 37,871  Ling Chen Marie Tokkia

Everett, WA

RECENT LEASE TRANSACTIONS

Property Market Property Type SF Tenant

5360 Capital Ct Reno Warehouse/Distribution 159,500 Legacy Supply Chain Services

Reno, NV

960-974 United Cir Reno Warehouse/Distribution 49915 Blue Jacket

Sparks, NV

3136 NW 35th Ave Portland Warehouse/Distribution 45,000 Performance Contracting

Portland, OR

989 E Hillsdale Blvd . . . .

Foster City, CA Bay Area Life Science 36,542 BrightEdge Technologies

;22?3/8’;2 Central Ave S Seattle Warehouse/Distribution 10,567 Performance Heating & Air Conditioning

CONTACT NORTHWEST SOUTHERN CALIFORNIA/SOUTHWEST
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was composed by the brian.hatcher@kidder.com mark.read@kidder.com
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Kidder Mathews is the largest, independent commercial real estate firm on the West Coast, with .
900 real estate professionals and staff in 21 offices in Washington, Oregon, California, Nevada, I(m Kldder
and Arizona. We offer a complete range of brokerage, appraisal, asset services, consulting,

project and construction management, and debt equity finance services for all property types. MatheWS

This information supplied herein is from sources we deem reliable. It is provided without any representation, warranty or guarantee, expressed or implied as to its accuracy. Prospective Buyer or Tenant
should conduct an independent investigation and verification of all matters deemed to be material, including, but not limited to, statements of income and expenses. CONSULT YOUR ATTORNEY,
ACCOUNTANT, OR OTHER PROFESSIONAL ADVISOR.
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