A

- \\‘

Office Q1 2022

oy 19Mo. ECONOMY: Unemployment Drops to 4.1%, Inflation Rising at a Breakneck Pace

Chg Forecast Metro Denver’'s unemployment rate dropped to 4.1% in the first quarter 2022, down 120 basis points (bps) from the prior quarter’s
5.3% rate and a decline of 260 bps year-over-year (YOY). Nonfarm employment continued to steadily increase, rising to nearly 1.6
million in the first quarter 2022, with 77,300 jobs added over the past year or an increase of 5.2%. Inflation has continued to increase
at a breakneck pace, rising 9.1% YQY for the cost off all items. The lifting of mask mandates in counties across the metro due to the
precipitous drop in new Covid-19 cases as of late was a positive sign for bringing more employees back to the workplace in the first
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iy >C0rPtion, SF SUPPLY: Vacancy Stable in Q1 2022, Rising Rates in the CBD Offset a Drop in Suburban Vacancy
980 K Office vacancy showed more signs of stabilizing in the first quarter 2022 as the metro-wide rate clocked in at approximately 19.9% for
v a second straight quarter. On an annual basis, overall vacancy is up just 120 basis points (bps) over the past 12 months, a stark
contrast to the 470-basis-point increase seen over the previous 12-month period. The biggest trend in vacancy this quarter was the
bifurcation in performance in the Central Business District (CBD) and non-CBD submarkets. After trending in the same direction during
A the current cycle, vacancy in the CBD continued to increase, but has dropped considerably in submarkets outside the CBD. CBD
vacancy rose to 24.9% in the first quarter 2022, an increase of 420 bps YOY. Over the same period, non-CBD vacancy has risen just
20 bps YQOY to 18.1% following a decline of 40 bps in the first quarter 2022. Direct vacancy stood at 17.6%, up from 16.0% a year
earlier. Direct vacancy for Class A space was stable at 17.3% but rose 200 bps YOY. Class B direct vacancy dropped 10 bps during
the quarter to 19.3% but is up 140 bps YOY. The higher increase in Class A direct vacancy over the past year is linked to the delivery

of some new construction that still sits vacant. Sublease vacancy increased 10 bps in the first quarter 2022 and is up 30 bps YOY.

\é% F12-'V'°- PRICING: Asking Rents Largely Unchanged in Q1 2022
orecast The average asking rent for office space in the Denver Metro rose slightly in the first quarter 2022 to $31.28 per square foot (psf). This
represents a 4.9% increase over the $29.83 psf average recorded in the first quarter of 2021. While some landlords have shown their
A ability to slightly increase asking rates during the current cycle despite broader conditions of weakened demand and competing
sublease availability, the slightly exaggerated increase in the metro average rent is also attributed to a higher proportion of direct Class
A space, including new construction, being marketed for lease compared to a year earlier. On a direct basis, Class A asking rents
averaged $36.38 psf, an increase of 5.4% YOQY. Class B direct asking rents averaged $26.65 psf, an increase of 2.1% YOY.
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ACTIVITY: Strengthening Demand Evidenced by Strong Leasing Activity

Overall leasing activity rose to 2.4 million square feet (msf) in the first quarter 2022, surpassing the previous quarter’s
level by roughly 500,000 sf and more than two-and-a-half times the amount recorded in the first quarter 2021. The
current quarter’'s performance was also nearly identical to that witnessed in the first quarter of 2020. Class A space
captured nearly two-thirds of first quarter 2022 activity, notably higher than the 54.1% share seen in all of 2021 and
indicative of the widely discussed flight-to-quality trend and new companies to Denver targeting Class A space. The
quarter’s performance also reverts back to the trend seen in 2020 after a lower proportion of Class A activity in 2021 as
tenants were more hesitant to commit to quality space on a more long-term basis. Notable new leases in the first quarter
2022 included Boom Supersonic taking two buildings spanning nearly 290,000 sf in the Inverness/Panorama micro-
market, PDC Energy subleasing 108,500 sf at 1099 18th Street in the CBD, and Starz Entertainment leasing 100,000 sf
at 6363 S. Fiddler's Green Circle. Other larger new leases included Bio-Techne taking space formerly occupied by Zillow
in the Inverness/Panorama micro-market and two new-to-Denver companies, Dynatrace and Medpace, committing to
space in the CBD’s LoDo and Midtown micro-markets, respectively.

ABSORPTION: Overall Net Absorption Remains Negative, but More Submarkets Posting Gains
Net absorption, including both direct and sublease space, totaled negative 162,000 square feet in the first quarter 2022,
not far off from the negative 105,700 square feet reported in the fourth quarter 2021 that was the best quarterly
performance post Covid-19. While recent leasing activity is generating positive absorption, it continues to be offset by
companies that are downsizing their footprints, most notably in the energy sector which has experienced significant M&A
activity in recent years. Class B space accounted for the majority of the decline (76.4%), continuing the trend seen in
2021. Tenants keeping or expanding their footprints are leaning heavily toward Class A space. Four of the nine
submarkets in Metro Denver recorded positive net absorption in the first quarter 2022. The CBD posted negative 371,300
sf of net absorption, while the non-CBD submarkets combined for a gain of 209,400 sf.

CONSTRUCTION: More Projects on the Verge of Breaking Ground

No new projects were completed in the first quarter 2022 and roughly 979,800 sf is currently under construction. 1701
Platte Street in the CBD will be completed in the second quarter 2022, with the year’s only other completion slated to be
Vectra Bank’s new headquarters in the Greenwood Plaza micro-market. Several projects are expected to soon break
ground, including 235 Fillmore Street in Cherry Creek, Apple’s build-to-suit in Boulder and 1900 Lawrence Street in the
CBD.

OUTLOOK

» As the impact of COVID-19 wanes, companies will bring more employees back to their offices and also
look to solidify their longer-term real estate plans.

» Net absorption will continue to approach positive territory in 2022 as recently leased space gets absorbed
and more tenants reoccupy offices, putting gradual downward pressure on the market’s elevated vacancy.

» More sustained leasing activity is expected due to tenants reassessing space requirements and identifying
their office needs. Shorter-term leases, spec suites and the flight-to-quality trend will also remain prevalent.

+ With most landlords having kept rents stable during the pandemic, future declines, if any, will be limited.

» Another wave of new construction is on the horizon in 2022, with one or more projects set to break ground in each
of the CBD, Southeast Suburban, Cherry Creek, RiNo and Boulder office markets.
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OVERALL CURRENT QTR UNDER OVERALL AVG OVERALL

DIRECT SUBLET VACANT YTD OVERALL NET  YTD LEASING

SUBMARKET INVENTORY (SF) VACANT (SF) (SF) VAg:_PECY 2\BII§§)§BLT:‘JOE"“I' ABSORPTION (SF)  ACTIVITY (SF) CONS'I(';E_J)CTION (ﬁfll-(lngggg;) Ré}:?(élestGA)
(SF)
Boulder 6,055,307 665,240 164,487 13.7% 45,888 45,888 90,984 0 $36.67 $44.07
Midtown (Non-CBD) 3,805,683 552,992 73,685 16.5% -91,094 -91,094 65,468 0 $32.22 $43.16
CBD 32,042,338 6,829,818 1,146,346 24.9% -371,746 -371,746 556,353 238,811 $38.59 $42.29
RiNo 2,103,272 556,279 50,801 28.9% 30,349 30,349 124,718 444,913 $43.38 $45.82
Aurora/Northeast 7,767,312 1,226,116 199,242 18.4% -18,392 -18,392 87,445 106,527 $21.09 $24.09
Northwest 14,511,951 2,149,517 187,663 16.1% 38,582 38,582 191,301 0 $27.76 $30.23
Southeast Suburban 33,814,037 5,877,279 739,574 19.6% 333,865 333,865 885,533 118,064 $28.13 $30.83
Southeast Central 11,042,072 1,766,998 175,254 17.6% -91,751 -97,751 228,514 71,459 $26.26 $30.43
Southwest 9,375,550 1,567,285 98,339 17.8% -37,664 -37,664 173,559 0 $22.35 $27.36

Denver Totals 120,517,522 21,191,524 2,835,391 19.9% -161,963 -161,963 2,403,875 979,774

*Rental rates reflect full service gross asking. **Renewals not included in leasing statistics

KEY LEASE TRANSACTIONS Q1 2022

PROPERTY SUBMARKET TENANT RSF TYPE
6801 & 6803 S. Tucson Way SES (Inverness/Panorama) Boom Supersonic 287,407 New Lease
1099 18th Street (Granite Tower) CBD (Midtown) PDC Energy 108,459 Sublease
6363 S. Fiddler's Green Circle (Palazzo Verdi) SES (Greenwood Plaza) Starz Entertainment 100,119 New Lease
10771 E. Easter Avenue (Campus at Waterpark #2) SES (Inverness/Panorama) Bio-Techne 73,781 New Lease
1900 16th Street CBD (LoDo) Dynatrace 52,886 New Lease
717 17th Street (Johns Manville Plaza) CBD (Midtown) Medpace 47,546 Sublease

KEY SALES TRANSACTIONS Q1 2022

PROPERTY SUBMARKET BUYER/ SELLER RSF PRICE/ $ PSF
1800 Larimer Street CBD (LoDo) Beacon Capital Partners | Invesco 546,400 $291.0M / $533
55 Madison Street & 44 Cook Street Southeast Central (Cherry Creek) Granite Properties | Black Creek Group 264,300 $104.8M / $397
5251 DTC Parkway SES (Denver Tech Center) Hill Companies | Principal Real Estate Investors 240,900 $55.7M / $231
12202 Airport Way Northwest (NW Corridor) Ball Corporation | Balfour Pacific 114,900 $25.3M / $220

KEY CONSTRUCTION/RENOVATION COMPLETIONS Q1 2022
PROPERTY SUBMARKET MAJOR TENANT(S) RSF OWNER / DEVELOPER
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Cushman & Wakefield (NYSE: CWK) is a leading global
real estate services firm that delivers exceptional value for
real estate occupiers and owners. Cushman & Wakefield is
among the largest real estate services firms with
approximately 50,000 employees in over 400 offices and 60
countries. In 2021, the firm had revenue of $9.4 billion
across core services of property, facilities and project
management, leasing, capital markets, valuation and other
services. To learn more, visit www.cushmanwakefield.com
or follow @CushWake on Twitter.
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omissions and is presented without any warranty or representations
as to its accuracy.
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