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About IRR

Integra Realty Resources (IRR)

is the largest independent commercial
real estate market research, valuation
and counseling firm in North America.

IRR’s services include:
» Property Valuation
Real Estate Counseling
Specialty Expertise
Portfolio Valuation

Feasibility Studies
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Litigation Support &

Expert Witness Services
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Comprehensive Commercial Real Estate
Market Research, Valuation and Advisory Services

Integra Realty Resources, Inc. irr.com

U.S. Offices

Professional Staff

MAI-Designated
Professionals

Years Serving
U.S. Markets
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2018 National Themes

The 2017 tax cut legislation, coupled with $779 billion in Federal deficit
spending, caused the economy to roar forward in mid-2018. However, that short-
term bump didn’t have much pass-through into wages or business fixed-
investment. The consensus has growth flattening to 2.6% in 2019.

New housing starts are down, with a tightening of labor, lumber and land
pushing a ripple effect into an already-softening market.

Capital markets are giving off mixed signals. While there is an abundance of

investment capital, indices show heightened risk, sending investors into riskier
territory.

Employment conditions are drastically shifting, where technology is married to
labor insufficiency. The job gains enjoyed during recovery may slow, and
trendlines require eagle-eyed focus as we move through 2019.

Most signs point to market sensitivity, demanding a defensive strategy.
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EcoNOMY !
2019

GDP
Soared in Q2 and Q3, but could flatten
to 2.6% in 2019
Actual: 3.2% 15t Qtr, 2.0% 2" Qtr
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: Markets are strong.
_ If you know where to look.



Office Market Overview

> Occupancy reported at the highest
level since the Great Recession,
rents are rising up to 3% annually,
and income is best in the West.

> National broker reports have
absorption up, vacancy down, and
construction robust.

> Both CBD and suburban markets are
being categorized as either in
recession or in Hypersupply.
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Market Rankings / Transaction Sales

Bulls (Top 10) Bears (Bottom 10)

2018 City YOY Total Vol. 2018  City YOY Total Vol.
Rank Change 4017-3018 Rank* Rank Change 4017-3018 Rank*
BEl Vinneapolis 137.3%  $25145M 15 [EEN san Francisco 410% $4,1182M 10
BER Nashville 1183%  $1,0233M 27 2 Boston -438%  $5019.6M 6
BEN RaleighDurham 112.6%  $2,056.8 M 19 [ Tampa 440%  $7795M 32
Denver 714%  $29689M 13 [ cleveland 445%  $2606 M 49
BE Phoenix 54.9%  $3,668.0 M 12 Charlotte 452%  $1,2925M 24
B Jacksonville 49.7% $4452 M a2 [EN cincinnati 472%  $2924M 48
Manhattan 418%  $18592.1M 1 BN salt Lake City 498%  $354.6M 45
BEN chicago 406%  $6,006.4 M a  EN Hartford 507%  $789M 52
n Las Vegas 38.2% $900.3 M 30 “ Kansas City -51.5% $428.4 M 43
IECN Broward 37.6% $885.5 M 31 [ Mempnhis 629%  $111.9M 51

* Volume Ranking is based on the overall transaction volume among 52 markets nationally

Countervailing trends could be discerned
in office deal volume and capital flows
during 20109.

The Q4 2017 — Q3 2018 aggregate
investment totaled $129.7 B,
down 6.1% YOY.
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Cap Rate (%)

Class A Office Capitalization Rate Trends
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Office cap rates underwent
minimal change over the
past year, increasing up 2
bpsin 2018.

IRR’s 2019 outlook calls for
a higher percentage of

markets to experience cap
rate increases.




Office Regional Rates Comparisons

National CBD Class A and B

eATE TEOE | mErsaan. | mE e cap rates are 6.7% and 7.5%
SOUTH REGION respectively; National
CBD Class A 6.70% 8.02% $28.29 13.82% a 2bps
CBD Class B 764% 8.92% $20.95 15.88% a 2bps Suburban Class A and B cap
Suburban Class A 7.09% 8.40% $25.33 13.42% «~ -4bps 0 0
Suburban Class B 7.92% 9.12% $19.18 1490%  + -3bps rates are 7% and 7.8%

respectively.

EAST REGION P y
CBD Class A 6.56% 7.76% $38.48 12.17% 4 3bps
CBD Class B 753% 8.60% $28.41 15.01% ~ -Bbps
Suburban Class A 71.12% 8.18% $27.83 15.48% + -1bps .
Suburban Class B 8.04% 9.10% $21.65 16.09% « -4bps The Suburban Office market
con cycle condition is roughly the
CBD Class A 7.89% 9.14% $23.74 15.17% ~ ~-Thps same as the CBD Office
CBD Class B 8.57% 9.64% $17.85 16.26% ~ -2bps
Suburban Class A 7.70% 8.84% $23.48 1542% .  5bps market.
Suburban Class B 8.50% 9.57% $17.42 17.15% a  2bps
WEST REGION i :
CBD CLASS A 5.81% 757% $40.44 1350%  ~ -2bps The Chicago and Washington,
CBD CLASS B 6.45% 8.05% $30.77 14.88% ~ -dbps .
SUBURBANCLASSA  6.23% 7.88% $36.15 1451%  + -8hbps DC suburban office markets
SUBURBAN CLASSB  6.84% 8.50% $27.42 15.94% ~ -3bps are now reported to be in
NATIONAL Recession.
AVERAGES/SPREADS
CBD Class A 6.68% 8.07% $32.26 1367% a Obps
CBD Class B 751% 8.79% $24.11 15.55% ~ -2bps
Suburban Class A 7.01% 8.32% $27.89 14.42% ~ -3bps
Suburban Class B 781% 9.06% $21.18 15.76% ~ -2bps
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Suburban Office Market Cycle More CBD Office markets

are gravitating towards
Hypersupply conditions.

SUBUREBAN OFFICE MARKET CYCLE

Austin, TX Orange County, CA Broward-Paim Beach, FL  Mashwille, TN

Charleston, SC Phoenix, AT Charlotte, NC Pittsburgh, PA

Cincinnati, OH Sarasota, FL Columbus, OH Portiand, OR

Indianapolis, IN Seatthe, WA Dallas, T Ralgigh, NC 1+1 1
Jacksomville, FL Tampa, AL Fort Worth, TX Richmond, Vi The Condltlons are Worse In

Los Angeles, CA Minnaapolis, MN 52 Louis, MO

the East Region, where 50%
‘«.\ Miami, FL San Francisco, CA Of markets al"e |n Recovery,
New Jersey, No.  SanJose, CA .
while Boston and

Birmingham, AL Memphis, TH
Bosa, ID Dakland, CA

Detrod, Mi Orlando, FL Sat Lake City, UT
Jacksom, MS Wilmington, DE /
Kansas City, MOJKS H H 141

ke M ST Providence are exhibiting
Attanta, GA Niw Jersey, Coastal iti
i Hypersupply conditions.
Dayton, OH Philadelphia, PA
Greenville, SC Sacramento, CA HYPERSUPPLY Bosion, MA
Las Vegas, NV San Diego, CA
Long Isiand, NY ke

Freich Market rents growth in
2019 is forecasted to be
Chicag, L more muted in 2019 than
Houwstan, T .
the year prior and expected

Bamimore, MDD Maples, FL
Colwmbda, SC  Syracuse, NY
Harthord, CT Tulsa, 0K
Lowisville, KY

Litile Rock, AR

Washington, DC
G bioro, NC 1
sibacrasin to grow highest amongst
EXPANSION HYPERSUPPLY RECESSION RECOVERY i
Decreasing Vacancy Rabes Increasing Vacancy Rates Increasing Vacancy Rates Decreasing Vacancy Rates rate Of 2 1%
Moderate/High New Construction Moderale/High New Construction Moderate/Low New Construction Low Mew Canstruction . .
High Absonption LowiMegatve Abzorption Low Absorption Muoderate Absorptian
Moderate/High Employment Growth  Moderate/Low Employment Growth LewNegative Employment Growth Lowi/Moderate Employment Growth
Med/High Rental Aate Growth Med/Low Rental Aate Growth Low/Neq Rental Rate Growth Neg/Low Rental Rate Growth
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Stable

Cap rates largely stable
in 2018, and has
remained the case in
2019.

#1

Property Income
Growth ranked as #1
factor likely to impact

institutional real estate
cap rates.

60%

Values are anticipated
to increase about 2%
in 60% of markets.




CBD Office Construction Outlook

Construction Outlook
for Top Markets as

Percentage of Inventory
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Multifamily Market Overview
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Any uncertainty about the
seismic shift in the
homeownership balance that
happened a decade ago can
now be put to rest.

E%
|

More capital has been allocated
to the Multifamily sector than
any other property type in each
year of this real estate cycle.

The key lesson: one size does
not fit all.

Integra Realty Resources, Inc. irr.com




Market Rankings / Transaction Sales

Bulls (Top 10) Bears (Bottom 10}
2018  City YOY Total Vol. 2018  City YOY Total Vol.
Rank Change 4017-3018 Rank* Rank Change  4017-3018 Rank*

1 Cleveland 223.4% $317.6 M 51 Dallas -13.6%  $9,2123 M 1

BEN columbus 76.8% $988.3 M 39 [EZN san Jose -137%  $1,4385M 32

BER Memphis 57.4% $620.0 M a4 No NJ 15.6%  $2,350.2 M 17
B eostBay 55.4%  $2,253.1 M 21 Las Vegas 16.7%  $2,268.5 M 20
BER Houston 51.5%  $7,024.2 M 5 % Portland 23.0% $1,947.2 M 24
BEN RaleighDurham 50.8%  $2,577.6 M 15 Boston 247%  $2,350.0 M 18
Philadelphia 468%  $2,4194M 16 [N San Diego 27.9%  $1,938.4 M 25
“ Indianapolis 38.7% $876.5 M 40 Broward -32.2%  $1,0388 M 38
BEN oriando 36.4%  $4,008.0 M 12 Kansas City 37.1%  $740.3M 42
BN sacramento 338%  $1507.1M 30 Long Island 75.9%  $1367 M 52

* Volume Ranking is based on the overall transaction volume among 52 markets nationally

In the 12 months ending Q3 2018,
transaction volume was $167 billion,
up YOY by 8.6%, with all major regions

of the country seeing transaction
volume rise.

Integra Realty Resources, Inc. irr.com




Cap Rate (%)

Class A Multifamily
Capitalization Rate Trends
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Integra’s Viewpoint
research indicates cap
rate expansion

in the second half

of 2018, after
bottoming-out in 2Q
2018.

Up from 24% in 2018,
now 35% of markets call
for an increase in cap
rates of up to 25 bps
through 2019.




Multifamily Regional Rates Comparisons

> Only 60% of Multfamily

markets predict cap rates to

CAP DISCOUNT MARKET VACANCY 4017 - 4018

RATE RATE RENT (S/UNIT) RATE CAP RATE (EPS) be stable thro ugh 20109.
SOUTH REGION
Urban Class A 5.39% 7.04% $1,605 8.02% v -1
Urban Class B 6.23% 7.70% $997 5.60% v -4 » Urban Class A cap rates are
Suburban Class A 554% 1.21% $1,250 6.00% v -8 0
Suburban Class B 6.48% 7.92% $880 4 60% v -2 53/” Urban CIaSS B rates are

.19
EAT D 6.1%, Suburban Class A rates
Urban Class A 5.33% 6.79% $2,241 6.65% a 14 are 5.5%, and Suburban
Urban Class B 6.28% 7.58% $1,436 4.26% a 0 o
Suburban Class A 5.70% 7.20% $1,669 5.13% a 27 Class B rates are 6.3%.
Suburban Class B 6.60% 1.78% 51,204 351% a b
CENTRAL REGION
Urban Class A 597% 1.26% $1,613 9.80% v -2 k
Urban Class B 6.83% 8.08% $876 5.27% . -2 » On average, markets are
Suburban Class A 6.01% 7.35% $1,156 5.16% v -2 . .
Suburban Class B 6.85% 8.10% $784 3.46% v -2 calling for slightly lower
wesT R market rent growth,
Urban Class A 452% 6.63% $2,326 7.35% a 0 nationally a 2.25% increase
Urban Class B 5.12% 1.21% $1,455 4.06% v -4 . ) .
Suburban Class A 471% 6.82% $1,953 5.00% a 0 in market rents in 2019 is
Suburban Class B 5.34% 7.43% $1,402 3.23% a 0
expected.

NATIONAL
AVERAGES/SPREADS
Urban Class A 5.30% 6.94% $1,89 791% a 2
Urban Class B 6.11% 7.65% $1,169 4.93% - -3
Suburban Class A 5.47% 7.14% $1,470 5.47% a 2
Suburban Class B 6.32% 7.81% $1,046 3.89% a 0

Integra Realty Resources, Inc. irr.com




Multifamily Market Cycle

MULTIFAMILY MARKET CYCL

Austin, TX MNew York, NY Birmingham, AL Fort Worth, TX Phoenix, AZ
Cleveland, OH Orange County, CA Boise, ID Greenville, SC Pittsburgh, PA
Dayton, OH Orando, AL Broward-Palm Beach, FL Hartford, CT Portland, OR
Greensboro, NC ~ Sacramento, CA Charlotte, NC Jacksonville, FL Raleigh, NC
Indianapolis, IN  San Diego, CA Chicagao, IL Kansas City, MOVKS  Richmond, VA
Long Island, NY  Sarasota, FL Cincinnati, 0H Louisville, KY Salt Lake City, UT
Los Angeles, CA  Tulsa, DK Columbia, SC Memphis, TN San Francisco, CA
MNashwille, TN Washington, DC Columbus, OH Minneapaolis, MN SanJose, CA
Dallas, TX Naples, FL Seattle, WA
Detroit, M| MNew Jersey, Coastal St Lows, MO
New Jersey, No. Syracuse, NY
Jackson, MS ‘\\ Oakland, CA Wilmington, DE
Las Vegas, NV
Atlanta, GA Denver, CO
Baltimore, MD Miami, FL
Charleston, SC San Antonio, TX
RECOVERY HYPERSUPPLY
Boston, MA
Providence, Rl
Tampa, FL
Houston, TX Philadelphia, PA
Ae Rock, AR
EXPANSION HYPERSUPPLY RECESSION RECOVERY
[ [ [ [
Decreasing Vacancy Rates Increasing Vacancy Rates Increasing Vacancy Rates Decreasing Vacancy Rates
Moderate/High New Construction Moderate/High New Construction Moderate/Low New Construction Low New Construction
High Absorption Low/Negative Absorption Low Absorption Moderate Absorption
Moderate/High Employment Growth  Moderate/Low Employment Growth Low/Megative Employment Growth Low/Moderate Employment Growth

Med/High Rental Rate Growth

Med/Low Rental Rate Growth

Integra Realty Resources, Inc. irr.com

Low/Neg Rental Rate Growth

Meg/Low Rental Rate Growth

More CBD Office markets
are gravitating towards
Hypersupply conditions.

The conditions are worse in
the East Region, where 50%
of markets are in Recovery,
while Boston and
Providence are exhibiting
Hypersupply conditions.

Market rents growth in
2019 is forecasted to be
more muted in 2019 than
the year prior and expected
to grow highest amongst
CBD Class A properties, at a
rate of 2.1%




2019 Multifamily Outlook

83% 3.6%

83% of markets are in Capital investment
expansion, and only totaled $167B, up 8.6%
Little Rock, AR is in YOY, with all major
recession. regions of the country
seeing transaction
volume rise.

35%

Up from 24%
in 2018, now 35%
of markets call
for an increase
in cap rates of up
to 25 bps through
20109.




Multifamily Construction Outlook

Construction Outlook
for Top Markets as

Percentage of Inventory
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Retail Market Overview

> Retailers continue to be disrupted
by ecommerce, along with shifting
demographics and spending habits.

> There is evidence that millennials
are beginning to return to bricks and
mortar stores, if the brand also has a
strong online presence.

> Net lease retail is in very strong
demand, both by consumers and by
investors. Cap rates continue to
compress for “internet-resistant”
branded stores.

Integra Realty Resources, Inc. irr.com




Market Rankings / Transaction Sales

Bulls (Top 10) Bears (Bottom 10)
2018 City Yoy Total Vol. 2018 City YOY Total Vol.
Rank Change 4017-3018 Rank* Rank Change  4017-3018 Rank*
BEl sen Jose 238.3%  $1,0200 M 20 Detroit 22.1%  $626.1M 31
Baltimore 236.5% $8865.3 M 25 [FN Columbus 23.4%  $2483M 50
Manhattan 845%  $3,6402 M 2 Philadelphia 25.6%  $7457 M 28
Los Angeles 83.0%  $6,302.1 M 1 East Bay -20.4%  $536.3M 32
BEN sen Diego 83.0%  $1,8467 M 10 "B Broward 34.8%  $922.1M 23
el ot 69.4%  $1,9365M 9 Memphis 38.0%  $1337M 52
Dallas 65.1%  $3,0917M Kansas City 39.1%  $2885M 48
BEN Houston 62.7%  $2,6168 M 5 Las Vegas 455% $1,383.8M 12
“ Salt Lake City 59.0% $445 7 M 41 n San Francisco -45.7% $944.3 M 22
W Cleveland 46.7% $369.5 M as  [EFM Austin 46.1%  $488.4M 34

* Volume Ranking is based on the overall transaction volume among 52 markets nationally

Retail transactions for 2018 will likely bump

up above $75 billion, a decrease of 17.5%
from the year before.

Integra Realty Resources, Inc. irr.com




Retail Capitalization Rate Trends
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Cap rates have been
trending moderately
upward since volume
peaked. Averages in Q4
are 7.04% for
neighborhood centers,
6.88% for community
centers and 6.80% for

regional malls.




Retail Regional Rates Comparisons

Markets are at or near

REGIONAL RATES COMPARISON - RETAIL

CAP DISCOUNT MARKET VACANCY  40°17-40°18 equi|ibriu m. with
RATE RATE RENT (S/UNIT) RATE CAP RATE D N
— community centers
Community Retail 1.07% 8.31% $18.20 893% . Tbps leading the way (65.6% in
Meighborhood Retail 111% 8.34% S16.44 939% . 2bps
Regional Mall 7.24% 8.34% §26.55 707% . 33bps balance) and
EAST REGION neighborhood retail
Community Retail 6.91% 7.97% £25.28 812% o 20bps .
Neighborhood Retail 7.05% 8.15% $73.71 788% . 28bps markets slightly weaker
Regional Mall 6.58% 7.80% 83152 654% o 11bps (59 4% in balance)
CENTRAL REGION
Community Retail 142% 8.40% $17.08 10.87% & 1bps
Meighborhood Retail 7.84% 8.66% £15.97 1047% & 9bps
Regional Mall 6.91% 7.95% S24.64 652% & 2bps
WEST REGION
Community Retail 6.09% 7.66% £29.24 697% ~ -Thbps
Meighborhood Retail 6.28% 1.82% £25.31 120% « -2bps
Regional Mall 6.10% T87% S 607% - -12bps
NATIONAL
AVERAGES/SPREADS
Community Retail 5.88% 8.11% $21.86 867% a 6bps
Neighborhood Retail 7.04% 8.24% $19.78 879% a Bbps
Regional Mall 6.80% 8.01% $29.38 665% a 13bps

Integra Realty Resources, Inc. irr.com




Retail Market Cycle

RETAIL MARKET CYCLE

Baltimora, MD
Columbia, 5C
Danver, GO
Detroit, MI
Las Vagas, NV
New York, NY

San Antonio, TX
San Diago, CA
Sarasota, FL

5t. Lowis, MO
Tampa, FL

Charleston, SC Nashvilla, TN
Charlotta, NC Oakland, CA
Cincinnati, OH Portland, OR
Dallas, TX Ralsigh, NC

Fort Worth, TX San Francisco, CA
Graanville, SC San Josa, CA
Jacksonvilla, FL Seattle, WA

Kansas City, MO/KS  Washington, DC

\\ Austin, TX Minneapolis, MN
Broward-Palm Baach, FL Naples, FL
Birmingham, AL New Jersey, Coastal ‘ / Chicago, IL Orange County, CA
Columbus, OH New Jersay, No. Houston, TX Orlando, FL
Dayton, OH Sacramento, CA Los Angales, CA Richmond, VA
Indianapolis, IN Syracusa, NY Louiswille, KY Salt Lake City, UT
Jackson, MS Tulsa, 0K
Memphis, TN
HYPERSUPPLY
Atlanta, GA Little Rock, AR Boston, MA
Boise, ID Philadelphia, PA Miami, FL
Hartford, CT Wilmington, DE
Cleveland, OH
Greanshoro, NC
Long Island, NY )
Phoanix, AZ Pittsburgh, PA
Providence, Rl
EXPANSION HYPERSUPPLY RECESSION RECOVERY
— —— — —
Decreasing Vacancy Rates Increasing Vacancy Rates Increasing Vacancy Rates Dacreasing Vacancy Rates
Moderate/High New Construction Moderate/High New Construction Moderate/Low New Construction Low New Construction
High Absorption Lowy/Megative Absorption Low Absorption Moderate Absorption
Moderate/High Employment Growth ~ Moderate/Low Employment Growth ~ Low/Negative Employment Growth Lowi'Moderate Employmant Growth

Mad/High Rental Rate Growth

Mad/Low Rantal Rata Growth

Integra Realty Resources, Inc. irr.com

Low/Neg Rental Rata Growth

Nag/Low Rantal Rats Growth

38 markets are in the
expansion phase while
21 are in recovery.

Top Markets (ranked by
YOY transaction growth
rate):
San Jose, CA;
Baltimore, MD;
Manhattan;
Los Angeles, CA;
San Diego, CA.




S75B

For all of 2018, volume
may have seen a bump
above $75 billion.

+4%

Markets are expecting
to see an increase in
rents.

San Francisco > up 4%
Houston > up 3.75%
Long Island > up 3%

21

21 markets are listed as
being in Recovery,
while 38 are in
Expansion phase. Only
2 markets, Pittsburgh
and Providence, are
considered to be mired
in recession.




Retail Construction Outlook

Construction Outlook
for Top Markets as

Percentage of Inventory
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Industrial Market Overview

> Warehousing, distribution,
logistics and R&D/Flex properties
fuel the 70% of GDP generated by
personal consumption
expenditures. This makes the
enthusiasm surrounding this
sector well placed.

> Industrials are the essential
organs of the e-commerce
revolution, the very embodiment
of 21st century globalization and
economic disruption.

Integra Realty Resources, Inc. irr.com




Market Rankings / Transaction Sales

Bulls (Top 10) Bears (Bottom 10)
2018 City YOY Total Vol. 2018 City YOY Total Vol.
Rank Change 4017-3018 Rank* Rank Change 4017-3018 Rank*
BE richmond/Norfolk ~ 182.7% $630.0 M 34 -326%  $2,070.4M 9
BER san Francisco 1239%  $1,147.6 M 21 327%  $175.6 M 46
BEN Austin 88.5% $§721.2M 31 -331%  $5358M 38
Pl Columbus 766%  $1,3%0.7 M 18 425%  $271.1M 45
BE Minneapolis 765%  $1,141.6M 22 43.1%  $965.4 M 24
B soit Lake city 71.4% $617.1M 36 443%  $304.1M a4
Memphis 71.0% $739.8 M 30 455%  $48.9M 52
BEN Fhoenix 67.6%  $2,094.0 M 8 54.0%  $90.6M 50
BEN oriando 60.0% $916.0 M 26 -59.3%  $1,5045M 15
LN Jacksonville 59.4% $493.2 M 40 -87.1%  $167.8M a7

* Volume Ranking is based on the overall transaction volume among 52 markets nationally

From Q3 2017 to Q3 2018, all regions of
the country posted gains. Transaction

volume was up 13.9% ($82.9 billion)
YOY, on pace to set a record for this

Integra Realty Resources, Inc. irr.com p ro pe rty type °




Industrial Capitalization Rate Trends

Cap Rate (%)
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Industrial cap rates were
virtually identical to the
year prior at 6.68% on
average in 2018. However,
there is a wide gap between
the top markets of Seattle
and Orange County (4.5%)
and such markets as Dayton
and Little Rock (8.9%) and
Providence (9.3%).

R&D/Flex cap rates are
higher on average, at 7.5%
nationally.




Industrial Regional Rates Comparisons

Industrial cap rates range
from a low in Seattle and
Orange County (4.5%) and

REGIONAL RATES COMPARISON - INDUSTRIAL

CAP  DISCOUNT  MARKET VACANCY 40'17-40"18
RATE RATE  RENT (S/UNIT) RATE CAP RATED Los Angeles (4.8%), and such

SOUTH REGION markets as Dayton and Little

Flex Industrial 7.78% 8.66% $9.18 754% & Tbps i

Industrial 694%  803%  $528 6.93% ~ -5bps Rock (8.8%) and Providence

EAST REGION (9.3%) with thin investment

Flex Industrial 7.58% 8.63% $10.43 9.27% a 18bps . .

Industrial 667%  792%  $6.70 7.43% 4 20bps and exceptionally high

o required yields.

Flex Industrial 8.01% 8.96% $7.83 8.98% a Obps

Industrial 7.18% 8.24% $4.44 6.92% +-12bps

WEST REGION R&D/Flex cap rates are

Flex Industrial 6.52% 7.89% $12.97 8.09% + -5bps . .

Industrial 5.82% 1.14% $7.87 5.66% + -8bps hlgher on average. As with

warehouses, the upper tier

NATIONAL “EE

AVERAGES/SPREADS of markets have significantly

Flex Industrial 7.50% 8.54% $10.03 8.26% a bBbps

Industrial 6.68% 7.85% $5.99 6.75% » -1bps more Compressed cap rates.

Integra Realty Resources, Inc. irr.com




Industrial Market Cycle

Charlaston, 5C
Deerwae, CO
Dwtrait, Mi
Groarsbor, NG
Homston, TX
Jackson, M5
Long Island, NY

INDUSTRIAL MARKET CYCLE

Now Jorsiy, Coastal
Orianda, FL
Philadalphia, FA
Ralaigh, NG

Tampa, AL

Tulsa, 0K

Birmarsgham, AL
Syracusa, NY
Wilmington, DE

Harthadd, CT
San Diego, CA

Pittsburgh, P&

Atlants, GA
Charfotie, NC
Clavaland, OH
Cidismibeis, SC
Cotmbaus, OH
Dallas, TX
Feart Wairth, TX
Greanvilla, ST

Indianapadis, IN
Jacksoewille, FL
Laz Vagas, NV
Lk Rock, AR
Les Angales, CA
Minnaapolis, MN
Maplos, FL
Mashvilla, TN

Orangs County, CA
Portland, OR
Sacramanto, CA
Salt Lebe City, UT
Sarasotn, AL
Santta, WA

St Lowis, MO
Washington, DL

Baoston, MA

Fugstin, TX
Baltimosa, MD
Boisa, 1D
Broveard-Palm Baach, FL
Chicago, IL
Cmcinnati, OH
Dayton, OH

Eanzss City, MO/KS
Louiswille, KY
Mamphis, TN
Miami, FL

Mew Jersoy, No.
Mew York, NY
Dakland, CA
FPhoanix, AL
Richmond, VA

San Antonio, TX
Zan Framcisco, CA
San Josa, CA

EXPANSION
L

Decreasing Vacancy Rates
Moderata/High New Construction
High Absorption

Maodaerata/High Employmant Growth

MudiHigh Rontsl Rate Growih

HYPERSUPPLY
-

RECESSION

Incroasing Vacancy Rates
Modarata/High New Constraction
Leme/Negative Absorption
Maodarata/Low Employmant Growth
Mod/Low Restal Rate Growth

Integra Realty Resources, Inc. irr.com

Increasing Wacancy Ratas
Modarate/Low New Constraction
Low Ahsorption

LowgMagativa Employment Growth
LovgMeq Remal Rate Growth

Dacraasing
Low R €

RECOVERY

¥acancy Ratas
onstructicn

Modarate Ahsorption
LowiModarata Employmant Growth
Hog/Low Rental Rsta Growth

Nearly every U.S. metro
market is in “Expansion”
phase. The exception is in the
East, where only 54% are
rated in Expansion

Few markets in the South
(Birmingham) and the West

(San Diego) are rated in
Recovery. Boston and
Providence have tipped into

Hypersupply.




$82.9B

2018 was a record-
setting year, with more
than $82.9 billion in
deals.

88%

Look for value
increases in 88% of
markets, but keep
watch on disruption
from a tightening tariff
policy, and possibly
turbulent 2019
economy.

5%

Four markets are
expecting 5% market
rent growth: Las Vegas,
Northern New Jersey,
Houston and
Cleveland.




Industrial Construction Outlook

Construction Outlook
for Top Markets as

Percentage of Inventory




HOSPITALITY !

Tech and trends ¢
make a more
nimble hotelier




Hospitality Market Overview

> All key drivers have pushed demand
growth. It’s believed this trend will
continue.

> Operators are focusing on what
Millennials want: experience,
authenticity, service/value and
product/design.

> Top Markets

(Ranked YOY Transaction Growth
Rate)

1) Portland

2) Palm Beach
3) San Antonio
4)  Phoenix

5) Las Vegas, NV

Integra Realty Resources, Inc. irr.com




Market Rankings / Transaction Sales

Bulls (Top 10) Bears (Bottom 10)

2018 City YOy Total Voll. 2018 City YOY Total Vol.
Rank Change 4017-3018 Rank* Rank Change 4017-3018 Rank*
BER rortiand 706.2% $260.5 M 30 [EN stamford 381%  $300M 50
BN r2im Beach 493.6% $199.2 M 3¢ [N orange Co -403%  $2768M 26
BEN san Antonio 352.3% $7333 M 7 B Westchester -48.4% $23.9 M 51
B Fhoenix 301.6%  $18121M 2 [ columbus 519%  $727M 47
B Las vegas 292.0% $490.5 M 14 Jacksonville 54.2%  $132.1M 41
B ndianapoiis 161.4% $349.8 M 23 [EN Los Angeles 59.4%  $689.8M 8
Denver 138.2% $641.7 M 10 [EN Birmingham (AL) 738%  $328M 49
BEN soston 127.7%  $1,0515M 6 [EM charlotte 75.1%  $1480M 39
BER nashvile 85.6% $256.0 M 31 [N East Bay 75.1% $76.3 M 46
n Salt Lake City 72.2% $201.4 M 33 [EZN Hartford 92.7% $8.0 M 52

* Volume Ranking is based on the overall transaction volume among 52 markets nationally

Hospitality transaction volume reached
$32.9B through Q3’18. All regions

sustained an increase over the year
prior.
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Hospitality Capitalization Rate Trends For 2019, 60.6% of

markets expect to see
cap rates remain
1.0 7.0 constant. A higher
percentage of markets
tracked, expect cap rates
6.1 to increase gradually
' (between 1 — 25 BPS)
l I | over the next 12 mths.

1.1

ch
(%]

o
[ 1]
Risk Premium (%)

Supply and demand
supplant property
income growth as the
#1 factor likely to impact

. institutional real estate
2010 2011 2012 2013 2014 2015 2016 2017 2018 Cap rateSin 2019

Cap Rate (%)

.4

=
=

r.a

— Full Sarvice Limited Sarvice M Full Service Risk Premum
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81.3%

81.3% of markets
entered 2019 in the
expansion phase, with
the highest growth
forecast for
independent segments
(+2.5%) followed by
midscale, upper
midscale and midscale.

619,000

As of June 619,000
hotel rooms were
under contract in the
U.S., an increase of
6.1% since October
2017.

66.2%

2018 saw all-time highs
for 12-month averages
in occupancy (66.2%),
ADR ($128.27) and
RevPAR (584.98)




Current Average Cap Rates Across IRR Offices

$
Integra ©
Realty g
- Resources o
CBD Office 6.68
§ Suburban Office 7.01
N Industrial 6.63
< E g Flex Industrial 7.42
A g9 Urban Multifamily 5.30
— O
i c & Suburban Multifamily 5.48
2 Regional Mall Retail 6.93
S Community Retail Center 6.96
Neighborhood Retail 7.09
B, CBD Office 7.53
) ST o
o W= E S Suburban Office 7.79
& 55 T < Urban Multifamily 6.11
S ° Suburban Multifamily 6.31
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CQurrent Average Discount Rates Across IRR Offices

|
Irr.
0
Integra &
Realty <°>t’
N Resources g 8.05
3 Suburban Office 8.29
9;; Industrial 7.85
< % Flex Industrial 8.49
a « Urban Multifamily 6.92
O 5 Suburban Multifamily 7.13
a Regional Mall Retail 8.08
a Community Retail Center 8.17
Neighborhood Retail 8.25
o 23 CBD Office 8.77
» 3 % Suburban Office 9.03
= 2 2 Urban Multifamily 7.63
L Suburban Multifamily 7.80

Integra Realty Resources, Inc. irr.com



CQurrent Average Reversion Rates Across IRR Offices

||
Irr.
Integra o -
Realty S 5
Resources Z 2
CBD Office 7.30 0.62
< Suburban Office 7.66 0.65
E Industrial 7.21 0.58
< - Flex Industrial 7.94 0.52
ﬁ ng: Urban Multifamily 5.90 0.60
et > Suburban Multifamily 6.12 0.65
% Regional Mall Retail 7.46 0.53
e« Community Retail Center 7.51 0.55
Neighborhood Retail 7.63 0.54
c - CBD Office 8.10 0.57
[2a] 0 X
@ e Suburban Office 8.34 0.55
S % % Urban Multifamily 6.70 0.59
e & Suburban Multifamily 6.85 0.54
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No stone unturned. No

opportunity unexplored.

Diversification is smart, and
watching trends is smarter. M
property segments h
something to offer—if you kn

where to look.

e

L

|

i
=Y

FEEsy
-]



2019 Specialty Property Themes

\YERINERERGEL

Estate

The industry’s
validation and
evolution will
continue with new
markets and
opportunities, and a
swell in

employment.

Integra Realty Resources, Inc. irr.com

Healthcare
& Senior
Housing

The population aged
85+ is the largest
consumer in Senior
Housing and the
demo is forecasted to
grow at an annual
rate of just under 3%
through 2055.
Demand is increasing
for the foreseeable
future.

Auto
Dealerships

Franchises are priced
at near-record levels,
but the market is
sensitive to wider
trends. Tesla’s direct-
to-consumer model
may disrupt the
traditional dealership
model.

Caribbean

Hospitality

Some markets are
expanding, while
those who were hit
by the 2017
hurricanes are still
suffering low
inventory.

48



The IRR Difference

Local Expertise...Nationally

Each office is supervised by an MAI-
designated senior professional who has, on
average, more than 25 years of experience in
their local markets

Unbiased Excellence

IRR is independent, and dedicated specifically
to valuation and consulting

Signature Content

In-depth reports

Proprietary, state-of-the-art database
Standardized analytics and reporting

First-Class Service
Outstanding ratings from clients
High number of referrals

Integra Realty Resources, Inc. irr.com




Role of the Appraiser — Is It Being Challenged?

Residential — Yes, technology will continue
to be utilized for many transactions that
previously required an appraisal. The new
threshold increase from $250,000 to
$400,000, effective January 1, 2020, will
reduce appraisal demand in most parts of
the country.



Role of the Appraiser — Is It Being Challenged?

Commercial — More issues involved

* Technology has reduced the time required to
perform a typical appraisal; 2-3 weeks is now
normal.

» Thirty years ago, appraisers controlled the
majority of salesdata. That is no longer the
case, so confirmation of transactions and

analysis of data are the differentiators.




Role of the Appraiser — Is It Being Challenged?

Commercial — More issues involved

Appraisal Process Breakdown 1990 vs. 2020

1990 2020
Gather 20% 15%
Format 20% 5%
Analyze 20% 60%
Reformat 20% 5%
Write/Publish 20% 15%
Total 100% 100%
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Role of the Appraiser — Is It Being Challenged?

Commercial — More issues involved
* Third Party Inspections — ANew Frontier

« One IRRoffice is already using 3™ party
inspectors for providing Evaluations.

* The same office has contracted with trained
licensed inspectors in remote locations to
perform site inspections, while the analysis is
done and the report is produced at a “major”

location.




Role of the Appraiser — Is It Being Challenged?

Commercial — More issues involved

 New $1,000,000 Threshold for Certified

Appraisals

* This can’t help but reduce demand
somewhat for “full” appraisals, but requests

for Evaluations seem likely to increase.




Role of the Appraiser — Is It Being Challenged?

Commercial — More issues involved

My Prediction
» (Consolidation of appraisal firms will continue

* More mergers of firms to share
costs/overhead.

» EXxpansion of services offered-business
valuation and M&E valuation will appear in
traditionally real-estate only firms.




Types of Appraisal Today

Report Types

* Appraisal Report

* Restricted Appraisal Report
* Oral Reports

USPAP did not change, but clarified and
offered guidance for these reports



Types of Appraisal Today

Values Developed
 Fee Simple—noleasein place
* Most owner-occupied
» Leased Fee — Subject to terms of leases

» Leasehold — Typically involves ground leases,
can also involve major sublease situations

* Personal Property and Intangible Value can
also be elements of these values



Changes Coming in USPAP 2020-21

Additional Intended Users for Restricted Reports

The Board adopted revisions to permit additional
intended users besides the client for Restricted
Appraisal Reports, as long as the other intended
users are named in the report (i.e., not merely
identified “by type”). The second adopted
change for Restricted Appraisal Reports is a
simplification of warning language that will no
longer include a referenceto the appraiser’s
workfile.

urces, Inc. irr.com



Changes Coming in USPAP 2020-21

Additional Intended Users for Restricted Reports

« The appraiser is obligated to identify additional
iIntended users by name only in aRestricted
Appraisal Report.

 If identification by name, in an Appraisal Report, is
not appropriate or practical, the appraiser may
identify an intended user by type.

* Revisions to Advisory Opinion 36



Changes Coming in USPAP 2020-21

New Advisory Opinion 38

Qutlines the content required for both an Appraisal
Report and a Restricted Appraisal Report.

(iif) clearly and conspicuously state a restriction that
limits use of the report to the client and the named
iIntended user(s).

(iv) clearly and conspicuously warn that the report
may not contain supporting rationale for the all of
the opinions and conclusions set forth in the report.

urces, Inc. irr.com



Changes Coming in USPAP 2020-21

New Advisory Opinion 38

Comment: An appraiser must maintain a workfile
that includes sufficient information to indicate that
the appraiser complied with the requirements of
STANDARD 1 and for the appraiser to produce an
Appraisal Report.

In other words, the appraisal development
process Is the same for both types of reports;
but the Restricted Report has fewer reporting
requirements.

urces, Inc. irr.com



Questions?

?
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Michael F. Amundson
Senior Managing Director

8012 Old Cedar Avenue S.
Bloomington, MN 55425
(612) 339-7700
mamundson@irr.com

DOWNLOAD VIEWPOINT &

ACCESS IRR RESEARCH @
WWW.irr.com
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