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Q12025 US. OFFICE OVERVIEW & OUTLOOK

Executive Summary

— Vacancy climbed 10 basis points (bps) back to 19% this quarter while net absorption remained positive. Office-using employment growth slightly improved this
quarter. Together with stronger return-to-work momentum and leasing activity, we expect the vacancy rate to have peaked at 19% in Q2 2024. Vacancy is
expected to remain around 19% through the end of 2025 and start its decline in early 2026.

— In Q1 2025, the overall office Sum of Markets* net absorption remained positive at 2.3 million sq. ft. (MSF), registering the fourth consecutive quarter of positive net
absorption.

— Our Baseline calls for nominal rents to grow at a muted speed - less than 1% per year until the end of 2025 and 1.0% per year (on average) in the long term.
However, real asking rents are down 17.9% compared with the start of the pandemic, surpassing the 16.5% drop during the Global Financial Crisis (GFC).

— The near-term supply pipeline is slowing, and those premiere projects moving forward will support the continued flight to quality. Office construction has slowed
considerably, and we expect it to remain muted in the long run. The annual completion rate for the next decade is expected to be 0.3%, much lower than the long-
term average of 1.4%.

— Prime assets in Live-Work-Shop submarkets will continue to benefit from the flight-to-quality trend. The vacancy rate gap between Prime and Non-prime is
currently around 440 bps. Prime vacancy declined 50 bps on the quarter. The lack of supply will further bolster the Prime segment’s performance, and we expect
this trend will only intensify as occupiers adopt more formal sustainability goals.

*QOur office Sum of Markets is based on 52 U.S. markets.
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Q12025 CBRE Econometric Advisors’ Economic Forecast Brief

- Expectations for the world’s economy whipsawed in the wake of ‘Liberation Day’ when the U.S. effective tariff rate jumped from the low single digits to 28% as of
mid-April. Although the Trump Administration put a 90-day pause on its initial country-specific tariffs—settling for a more general 10% levy on most imports—the
uncertainty remains regarding what happens in July. Such policy confusion has depressed expectations for future growth, and we have lowered our growth outlook
for 2025 to 0.6%, down from 1.6% in March. Should trade policies become more restrictive, then we would expect a pronounced recession this year (-1.4%)
accompanied by reinvigorated inflation (+5.1%).

— Although most of the hard economic data today is backward-looking and does not reflect the actions of April 2, all the real time ‘soft’ sentiment surveys have taken
a dive. Sentiment surveys must be interpreted very critically but with so many of these indicators all pointing sharply downward, it is plausible that the ‘soft data’
will soon become ‘hard data’. Signals from financial markets show similar concerns. Public equities saw historic volatility in April. Concern is also building around
foreign buyers reportedly eschewing U.S. Treasuries. We believe 10-Year yields will remain above 4% for the foreseeable future.

- Our Baseline Scenario shows some darker clouds on the horizon for commercial real estate (CRE). Slower growth and weaker investor sentiment could translate
into scaled-back expansion plans and leasing activity for most property types. CRE credit spreads have widened at the start of Q2, complicating stronger
expectations for real estate capital markets. At the time of writing (May 1, 2025), long-term Treasury yields have moved in, suggesting that some of this volatility is
subsiding. But a concern for stronger activity is that chronic uncertainty simply puts the market into a risk-off, wait-and-see mode. Should signs of our ‘Stagflation’
Scenario emerge, the impact on real estate would mirror that of past recessions.

CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.
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Our Baseline outlook expects growth to stall this year

Quarterly GDP Growth at Annualized Rates, CBRE EA vs. Bloomberg

Annualized Quarterly GDP Growth by Forecast Vintage (%)
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Source: Bureau of Economic Analysis, CBRE Econometric Advisors Source: Bloomberg, CBRE Econometric Advisors

— Previous forecast vintages underestimated the vitality of the U.S. consumer and private investment. Recent volatility around imports caused the first BEA Q12025 estimate of
GDP to decline by 0.3%. It is worth mentioning that more timely inventory figures suggest future revisions will be tilted to the upside. Longer-term, we expect growth to remain
below 1% for much of 2025.

— The graphic on the right includes individual forecasts that were locked in late April and incorporate the ‘Liberation Day’ tariffs and their walk-back. The CBRE EA forecast was
locked before the de-escalation of the trade conflict and is weaker than consensus during Q2 25 but aligned with the group during the remainder of 2025.

5 CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.
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Different policy paths have a varying economic impact

‘Baseline’ Scenario, GDP, Trillions (USD)

26

25

24

23

22

2023 2024 2025 2026 2027 2028

Source: Oxford Economics, CBRE Econometric Advisors

— The Baseline Scenario assumes that growth stalls during H1
2025 due to chronic policy uncertainty. CPIl and Treasury
yields hold higher than previously expected.

— The Baseline expects that the most troubling policy threats
are softened and stronger growth resumes during 2026.

CBRE ECONOMETRIC ADVISORS

‘Trade War De-Escalation’ Scenario, GDP, Trillions
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— Our upside, or ‘“Trade War De-Escalation’ Scenario, is only
slightly stronger than our Baseline given that the U.S.
economy is currently operating near full potential.

— This scenario assumes that more of the tariffs are scaled back.

The Fed can ease policy ahead of the pathway within our
Baseline outlook.

‘Stagflation’ Scenario, GDP, Trillions (USD)

26

25

24

23

22

2023 2024 2025 2026 2027 2028

Source: Oxford Economics, CBRE Econometric Advisors

— Both Wall Street and Main Street are materially harmed by the

tariffs implemented on April 2. Chronic uncertainty causes
weak business investment and firms to cut headcount in 2025.

— Higher tariffs reignite inflation, which will hit 5% by year-end

2025. This scenario would be the first bout of stagflation in the
U.S. since the 1970s.

© 2025 CBRE, INC.



Q12025 US. INDUSTRIAL OVERVIEW & OUTLOOK

Financial markets have been on a wild ride since the start of Q2

Gold Price per Ounce (USD) S&P 500 Volatility Index CRE Credit Spreads Over Treasury Yield (Basis Points)
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- Most high-frequency datapoints suggest sentiment is changing quickly. Both the expectations and realization of a broader trade war have vaulted gold prices to fresh highs in April
‘25. Meanwhile, stock market volatility has risen to levels only rivaled by COVID and the GFC. The S&P 500 fell 12% after April 2 and has since recovered most of this loss.

- Oddly, Treasury yields have trended upward in April as part of a general re-balancing of dollar-denominated assets. This is pushing up the cost of capital for commercial real estate.
Like equities, Treasury yields had declined to pre-April 2 levels by the end of April.

CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.
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Major sentiment survey are aligned in their downward turn

Confidence Indices (Reindexed to January 2024) New Manufacturing Orders and Future Capex, Diffusion Index
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— Confidence has declined markedly across several different indices. Confidence in economic conditions has fallen for consumers, CEOs, and small business owners.
The U.S. CEO Confidence Index saw the sharpest decline from February to March 2025.

— The Philly Fed Survey shows a significant contraction in new manufacturing orders in recent months. Expectations for future Capex have stalled.

CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.
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Weaker business sentiment to weigh on hiring

— The pace of U.S. labor force growth U.S. Employment Change by Scenario, Y-0-Y (%)
peaked in the late 1970s, at over 3%, and
has generally trended downward since. 6

The longer-term trajectory of U.S. labor
force growth is sub-0.5% according to

Oxford Economics. Limited labor supply 4
will put a ceiling on headline job growth.

— In the near-term, weakened sentiment
and delayed investment will weigh on

hiring plans during 2025. Our Baseline ]

shows a slight Y-o0-Y decline in % 5
employment levels. Should the trade war 0 ~N——

escalate and cause full-blown

stagflation, severe job losses would

occur, boosting the unemployment rate -2
by 150 basis points to 5.6%.
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Source: U.S. Bureau of Labor Statistics, CBRE Econometric Advisors
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Consumer inflation expectations spiked in April

Y-o0-Y Change in CPI and Its Components (%)
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— The pace of disinflation was already slowing prior to the Trump Administration’s trade war. But now with a geometric increase in the effective tariff rate the pass through to
consumers will be material. CBRE EA’s Baseline outlook expects inflation to end this year slightly above 3%. This outlook is well above our previous macro forecast.

— A concerning trend is that many consumers expect inflation to increase significantly in the near-term, per the University of Michigan Consumer Sentiment Survey.

CBRE ECONOMETRIC ADVISORS
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A steepening yield curve highlights economic complexities

How the Yield Curve Has Evolved In Recent Weeks (%) 10-Year Treasury Yield Less 2-Year and 3-Month Yields, (%)
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— Since March 2-Year Treasury yields have declined, while yields on the long-end of the curve have climbed. The decline in the middle of the curve suggests the Federal Reserve
could begin to cut rates soon.

— Further, the yield curve is steepening with longer-term Treasuries remaining stubbornly high, due to wider term premiums. This extra yield is attributed to an array of factors
ranging from higher U.S. debt expectations to softer foreign demand for Treasuries.

CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.



Q12025

US. INDUSTRIAL OVERVIEW & OUTLOOK

Leveraged fund managers continue to bet on yields climbing further

— The Commodity Futures Trading
Commission (CFTC) reports the net
notional value of leveraged funds
exposed to Treasury futures contracts.

— Leveraged funds are typically hedge
funds and various types of money
managers. As of April 15, 2025, they have
a net short position of roughly $182
billion in 10-year Treasury futures
contracts. This suggests that many
active managers expect that long-term
Treasury yields will drift higher.

— Interestingly, the position for 2-year
Treasuries reversed course, unlike other
terms, in late 2024 potentially due to
expectations for a rate cut.

12 CBRE ECONOMETRIC ADVISORS

Net Notional Value of Treasury Futures by Contracts, Billions (USD)
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Did foreign purchases of U.S. Treasuries decline after February?

Monthly Net Dollar-Denominated Portfolio Foreign Inflows, Billions (USD)
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— In February, the sum of all net foreign acquisitions of 1) Long-term U.S. securities; 2) Short-term U.S. securities, and; 3) Banking flows was $284.7 billion. The April sell-
off in U.S. treasuries have led some to speculate foreign sellers are at least partially responsible. It will remain to be seen if this was the case.

— Year to date, a broad U.S. dollar index has fallen nearly 6.5% as of April 24, 2025. This coincided with a sharp rise in long-term government yields and decline in U.S.
equities in April.

13 CBRE ECONOMETRIC ADVISORS
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The outlook for 10-year Treasury yields has shifted up

— Treasury yields face countervailing CBRE EA Treasury Forecast Relative to Consensus
forces. Because our growth outlook has
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Government debt could put upward pressure on rates

— U.S. government debt is over $36
trillion. Because this debt is growing
faster than GDP, interest payments will
become a larger portion of federal
outlays and GDP over time. In 2024, net
interest outlays were 3.1% of GDP. The
CBO is projecting this to reach 5.4% by
2055 with debt levels greater than
169% of GDP.

— At any given time, there is a fixed pie of
savings available for investment.
Federal borrowing crowds out private
investment by reducing the availability
of savings. The large demand for
savings from the government can also
push up the price of debt (interest
rates) for the wider economy.

CBRE ECONOMETRIC ADVISORS

Federal Net Interest Outlays (L) and Debt (R) as A Share of GDP (%)
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Net Absorption stayed positive for fourth consecutive quarter
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— In Q1 2025, the overall office Sum of Net Absorption and Completions (MSF)
Markets* net absorption remain positive
at 2.3 million sq. ft. (MSF), lower than last 30
quarter’s 10 MSF. This marks the fourth 20
consecutive quarter of positive net l l
absorption. 10 \ I
— The trailing four-quarter net absorption ’
improved to 17.8 MSF and there is a 0 |
clear, encouraging, upward trend. o)
— Completion levels sat at 3.3 MSF in Q1, a
drop from last quarter’s 8 MSF. The 20)
trailing four quarter completions
continue to drop, with only 21 MSF (€0
delivered in the past four quarters. For
comparison, more 50 MSF was delivered 40) SO0 S oo o
. 0 o = =
in 2019. §§§§§§8§

Source: CBRE Econometric Advisors, Q12025

*QOur office Sum of Markets is based on 52 U.S. markets
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Recovery momentum is strong in certain markets

Trailing 4 Quarter Net Absorption (*1000 SF)
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Source: CBRE Econometric Advisors, Q12025

— Manhattan led the recovery in the past four quarters, with more than 5.7 MSF of net absorption. Dallas ranked second, with 2.5 MSF. Charlotte, Northern New Jersey,
Nashville, Atlanta, San Jose and Austin also had more than 1 MSF of net absorption.

— A few major gateway cities (Boston, Minneapolis and Denver) are lagging.

18 CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.
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Vacancy increased 10 bps this quarter

— The overall office vacancy rate Vacancy Rate
increased 10 bps to 19.0% in Q1 2025.

— Vacancy is up only 2 bps year-over-year —— Vacancy Rate (LHS)
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Source: CBRE Econometric Advisors, Q12025
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Positive absorption is becoming more broad-based

— The diffusion index is the share of Diffusion Index Turned Slightly Negative, but Q1in General is a Slower Quarter
markets with improved demand
(positive net absorption) minus the * 1
share of markets with deteriorated 08
demand (negative net absorption). 50 ’

— Diffusion index is calculated as: (Count | .
of positive net absorption-count of 40 i i ) 0.4
negative net absorption)/ Count of total o
markets. 20
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expansion. The Q1 diffusion index 2 ’ 02
turned to -0.05, with 33 markets
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10
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Source: CBRE Econometric Advisors, Q12025

Note: The calculation method is from Richmond Fed’s June 2022 Economic Brief
https://www.richmondfed.org/publications/research/economic_brief/2022/eb_22-22

20  CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.



21

Q12025

US. OFFICE OVERVIEW & OUTLOOK

Conversion/redevelopment opportunities

— If we define a zombie building as one
that has been more than 50% vacant for
the past 2 years, we see a total of more
than 1,400 “zombie” buildings (around
165 MSF) across the 64 markets we
track. (Note that we exclude those that
were built after 2020).

— Washington, D.C. has most of those
zombie buildings in terms of both square
footage and count (89 buildings over 12
MSF).

— Most markets saw more of these zombie
buildings in the suburbs, with Seattle as
the lone exception.

— These buildings offer redevelopment
and conversion opportunities with the
right basis.

CBRE ECONOMETRIC ADVISORS

Top 20 Markets with Highest Count of Zombie Buildings
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Supply is decreasing rapidly across markets

— No market has more than 3 MSF to be
delivered in the next 2 years.

Scheduled Completions for the Next 2 Years (MSF) Vs. Completions in the Past 2 Years (MSF)
Bubble Size as Completion Rate in the Next 2 Years

— Large markets like Manhattan, Boston
and Seattle see the biggest declines
compared with 2 years ago.

— On the Sum of Markets level, the next 2
years’ total completions sit at 25.6 MSF,
much lower than the past 2 years (56.5
MSPF).

22  CBRE ECONOMETRIC ADVISORS

Completions past 2 Year (MSF)

Completions Comparison: Past and Future
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Effective rent showing more declines than asking and taking

— Asking rents dropped slightly during
2020 and 2021 but are now 1.7% higher
than Q12020 levels.

— Taking rents, on the other hand, are now
1.4% lower than in Q1 2020.

— Effective rents are down 8.3% compared
with pre-pandemic levels.

— The EA Effective Rent series takes Tl,
free rent, rent escalation and a discount
rate into account.

CBRE ECONOMETRIC ADVISORS

Sum of Markets: Rent Comparison ($/SF)
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Note: EA Effective Rent methodology can be found
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Where are we in this cycle?

Occupied Space per Employee Y-0-Y Change of Occupied Space Per Employee
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Source: CBRE Econometric Advisors, Q1 2025 Source: CBRE Econometric Advisors, Q12025

Office-using employment has grown 3.4% since Q12020 to 22.3 million. While total stock increased 4.6%, occupied stock declined 3.4% during that time.

On a national level, the occupied space per employee declined 6.6% since Q12020, from 165 to 151 sq. ft. per employee.

Charting the Y-O-Y change of occupied space per employee shows that the correction in this metric has moved above O since the end of 2023.

The vacancy rate is expected to remain stable for the rest of 2025 as occupiers navigate economic uncertainties and slightly negative job growth. As occupiers
stabilize their work strategies and office leasing momentum improves, we anticipate continued recovery in the office sector.
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Markets’ space per employee change and their direction

— Austin experienced the biggest drop in Markets with Largest Aggregate Decline in Space per Worker and their Y-o-Y Change in Space per Worker
terms of occupied space per employee,

registering a 19% drop from Q4 2019. o

— However, most markets are on the
recovery path with some markets still
showing strong negative changes in
space per worker (For example, Denver, 5%
Portland, San Antonio, Phoenix, Salt
Lake City, Boston, Milwaukee and
Albuquerque).

0%

-10%

— Our of 64 Tier 1 office markets, 40 now m becline Since 0/ 2019
show positive year-over-year change in 15%

. Y-0-Y Ch
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Source: CBRE Econometric Advisors, Q12025

Note: The calculation method is from Richmond Fed’s June 2022 Economic Brief
https://www.richmondfed.org/publications/research/economic_brief/2022/eb_22-22
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Commodity office buildings are being left behind

— The hardest-hit buildings are those that Increase In Vacant SF (‘000 SF), Q2 2024 less Q12020
contributed the most (top 10% of
buildings) to vacancy increases from Q1
2020 to present. More than 65% of these
buildings were built between 1980 and 300,000 272350
2010. The building boom of the 1980s
created a new class of commodity stock
- one that is exclusively feeling the pain
of the new hybrid normal.

400,000

362,167

200,000

— More than half of buildings seeing 100,000
stinging occupancy losses are Class A.
This again indicates that the current
classification systems are missing the
nuances between Prime assets, which
are performing, and A-minus buildings, (100,000)
which are experiencing the bulk of the

sector’s post-pandemic pain. (155,881
(200,000)

66,065

I

All Buildings Hardest Hit Buildings (the worst  Best Performing Buidlings (the Silent Middle Buildings
10%) best 10%)

Source: CBRE Econometric Advisors, Q12025
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Prime office outperforms non-prime

*National Vacancy Rate (%) National Economic Rent Performance ( 2018=100)
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Source: CBRE Econometric Advisors, Q12025 EA Economic Rent : EA Asking Rent * Occupancy Rate

— Unlike Class A, which comprises more than 60% of total stock, Prime buildings in these 50 markets represent 8.5% of market stock and about 1.7% of the total building count.
— The vacancy rate gap between Prime and Non-prime is currently around 440 bps. Prime vacancy declined 50 bps on the quarter.

— The asking rent gap between Prime and Non-prime widened significantly since 2018. Factoring in vacancy, Non-prime’s economic rents are down 1.2% since 2018. Conversely, Prime economic
rents are up 16%.
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Prime office completions continues to drop

National Cumulative Net Absorption (MSF) National Completion Rate (%)
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Source: CBRE Econometric Advisors, Q12025 Source: CBRE Econometric Advisors, Q12025

— Net absorption for Prime remained positive even at the height of the pandemic, while Non-prime experienced large declines. From Q12020 to present, occupied stock among Prime buildings
increased 23% compared with Non-prime’s decrease of 5%. Cumulative net absorption continues to improve for Prime while Non-prime are still at negative territory.

— While Prime completions averaged 6.4% from 2020 to 2023, they are rapidly declining and 2025 is expected to be even lower than 2024. We expect completions to be muted going forward,
serving as a tailwind for existing prime stock. (Note that 2025 completion rate is annualized from Q1 data.)
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Prime office performance by market

Markets: Vacancy Rate Comparison (%) Markets: Rent Comparison ($/sf)
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— Prime performance varies by market, but asking rents for Prime are, on average, 1.8 times Non-prime rents.

— Prime vacancy rates are generally lower than Non-prime, with Seattle being an outlier. The underperformance could be attributed to a lack of demand (due to the slowdown of the tech sector)
coupled with significant supply deliveries in recent years. Miami is the tightest Prime market, with its Prime vacancy rate sitting at just 5.1%.
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The flight to Live-Work-Shop submarkets

— In the current office environment, being
in a quality building might not be
enough. Employers are trying to offer
the best environment not just inside the
building but also OUTSIDE the building.

— The orange dots in this chart represent
the average quarterly net absorption
rate since Q12020 for the broader
market.

— Live-Work-Shop submarkets have
significantly higher net absorption rates
than their respective markets (especially
Charlotte and Chicago), indicating
strong demand from occupiers and clear
bifurcation within the market.

CBRE ECONOMETRIC ADVISORS

US. OFFICE OVERVIEW & OUTLOOK

Average Quarterly Net Absorption Rate (%) for Live-Work-Shop Submarket Vs. Market, Q12020 to Current Quarter
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2025 is expected to be a year of job loss

Y-o-Y Office Using Employment Change
— Q12025 showed slight improvement

compared with last quarter but Y-o-Y, Y-0-Y Office Using Employment Change (*1000 Jobs)
job growth is still negative.

1500 8.0%
— Office-using employment has grown 2074 to 2019 Average Annual 6.0%
3.4% since Q12020, representing 1000 Growth 2.4% / 470K jobs per '
. year 5 Year Forecast Average Annual
738,000 new jobs. 500 Growth 0.9% / 198K jobs per year 4.0%

— Had job growth continued at the 2014-
2019 pace, this would’ve meant job 0
growth of 1.9 million workers since 2020.

2.0%

0.0%

-500

— 2025 is expected to be a year of -2.0%
negative job growth in our Baseline 1000
Scenario, registering 0.4% Y-o0-Y job 0%

declines. -1500 6.0%

— We expect the average annual growth

-2000 -8.0%
rate in the next five years to be 0.9% per S dddiiodedEiddegedasNidiiinsedNIgLez

. gOooooooooooooooooSSOOooooogooogoooSos
year, much lower than the period of 2014 TSIV ITACVNITCCITCRLYNAICICINLRICERIIRIC«C R &

to 2019. The lack of job growth will W Y-O-Y Increase in Jobs ~— ====Y-O-Y Increase %

weigh in on office demand.
Source: CBRE Econometric Advisors, Q12025
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Office fundamentals expected to improve

— Vacancy peaked at 19.0% in Q2 2024 and Baseline Forecast
has been stable around that level.

25.0 45.0
— Vacancy is expected to remain at 19% :
through the end of 2025 and start its i 40.0
decline in early 2026. 20.0 !
— Asking rent is expected to grow but at a : 35.0
muted speed; 2025 rental growth is 15.0 !
expected to be around 0.9%. |
! 30.0
— Stabilized office utilization and more :
RTW mandates will boost office 10.0 E
fundamentals, but it will benefit the ! 250
quality office more than the commodity :
stock. 5.0 ) : 20.0
= \/acancy Rate (%, LHS) ====EA Asking Rent ($/sf, RHS) !
i
0.0 L 15.0

2016.1
20181
20201
20221
20241
2026.1
20281
2030.1

2000.1
20021
20041
2006.1
2008.1
20101
20121
20141

Source: CBRE Econometric Advisors, Q12025
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Asking rent decline remains muted compared with past cycles

— Nominal rents increased 1.4% since Q1 EA Asking Rent ($/SF)
2020. However, real asking rents are
down 17.9% since the start of the

60.0
pandemic, surpassing the decline during
the GFC (16.5%). 5.0
— Due to rising operating costs and 50.0
landlords' reluctance to reduce asking 45.0
prices, nominal asking rent has not seen
. . 40.,
any downside movement and is not 0.0
expected to decrease going forward. 35.0
— Concessions remain the main source to 30.0
attract tenants. 250 A Asking Rent
= E A Rent Real
20.0
15.0
O T N F DOV OZNDIEITLWLOMNDDOZAHNNDITLWLWOSNDODOTGTNNTE LW OIS o O
NRDDDDDNIDHIDNDOLRLO0OO0000000=Eo5555SES5508addadNNNA®
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Source: CBRE Econometric Advisors, Q12025
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Leasing and absorption expected to improve in 2025

— We expect 2025 to be another year of
positive absorption. The 9.4 MSF
projected is a slight improvement over
2024’s 6 MSF of net absorption.

— Occupied space won'’t return to pre-
pandemic levels until 2028.

— Slowing employment growth will also
weigh on office leasing in the long run.

— Average annual net absorption during
recovery/expansion has been declining
for the past three cycles. The next
decade is expected to continue that
trend.
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Average Net Absorption per Year During the Past Recovery Cycles Show Reductions
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Developers pull back, creating tailwind for existing office stock

— Supply forecasts for the next eight
quarters are based on property-level Completions (millions of sq. ft.)

construction pipeline data.
120.0

— Except for a few properties already
moving ahead, we expect developers to 100.0
pull back over the medium term.

— The long-term completion rate is 80.0

expected to be 0.3% compared with 1.4%

from 1990 to 2020. 600

— Driven by a flight to quality, we expect 40.0
the continued trend of developing
higher-quality space with careful 20.0
attention to providing the building
amenities that tenants demand. -

— Unlike in past cycles, supply doesn’t
accelerate to the same extent in later
years as remote and hybrid work has a

. B Completions
lasting impact.

Source: CBRE Econometric Advisors, Q12025
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Downtowns are expected to perform better in the long run

Vacancy Rate (%) EA Asking Rent ($/SF)
Vacancy Rate (%)
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Source: CBRE Econometric Advisors, Q12025 Source: CBRE Econometric Advisors, Q12025
— Downtown vacancy rates dropped 20 bps this quarter while suburban increased 10 bps. The — Downtown rental rates declined 1.1% while suburban increased 3.7% compared with pre-pandemic
downtown vacancy rate exceeded suburban by 70 bps in Q12025. levels.

— Since Q12020, the downtown vacancy rate has increased 900 bps while suburban only increased 550 — However, downtowns are expected to outperform in the mid- to long term.

bps. During the GFC, both downtown and suburban increased around 400 bps. — As the flight to quality intensifies, occupiers will continue to cluster around downtowns where most

— This speaks to the impact of remote and hybrid work, which, to date, has put more pressure on prime buildings are located and where talent resides.
downtown markets.
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Despite hybrid work impact, job growth still drives market performance

— Rent growth is tied to improved office-
using job gains, offsetting the reduction
in space per employee associated with
remote work. The lack of supply in
certain markets will also help rent
growth.

— Markets such as Austin and Dallas will
continue to benefit from high office-
using employment growth.

— San Francisco, San Jose and Manhattan
are driven by the recovery of their major
industries, which creates more demand
for space.

— Even these 'leading' markets are
expected to see rent growth far below
historical averages and notably below
that of other product types.
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Top 20 Markets for Compound Annual Rent Growth in the Next Five Years (%)
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Performance gap between growth market and gateway market expected to narrow

— Gateway cities experienced more
demand lost than growth markets in the
past five years (-4.4% vs. -0.6%).

— Growth cities will continue to see more
office-using job growth in the next five
years, growing 6.6% cumulatively; a bit
more than gateway cities (5.1%).

— However, the job growth gap between
growth cities and gateway cities is
narrowing and it is reflected in occupied
space growth.

Gateway markets include Manhattan, Washington,
D.C,, Chicago, Boston, Los Angeles, Dallas, Houston,
Atlanta, Philadelphia, Seattle, San Francisco and
Denver.

Growth cities include Phoenix, Orange County,

Raleigh, Austin, San Jose, Charlotte, Miami, Portland,

Nashville and Tampa.
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Indexed Growth Market Growth Vs. Gateway Market Growth
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Private investors are the most active buyers

— Private investors acquired more than
$30 billion worth of office assets in 2024,
far higher than what institutional
investors bought, which sits at $11.5
billion dollars.

— About 47% of the office transactions
were from private investors, although
that has dropped from its peak in 2023
of 58%.

— We witnessed a similar trend after the
GFC when institutional investment
slowed for office assets and private /
owner-users stepped in.

— Since 2016, private investors have
outpaced institutional investors.

— 2024 appears to represent an inversion
in this trend as institutions began to
investigate office opportunities.
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Private investors continued to invest in office properties despite record high vacancy

— The orange trend line reflects a negative Vacancy Rate Vs. Number of Office Sales (four-quarter sum)
relationship between office vacancy and the Color denotes the year
number of assets trading, per MSCI Real 8,000
Capital Analytics, during 2002-2020. Periods of low vacancy are : Q?;?fz’ﬁz
— During 2007 and 2015-18—periods when 7000 accompanied by higher

transaction volume

office fundamentals were tight and capital
markets accommodative—trading volume was
noticeably high. Conversely, the early 2000s

6,000 ®

©®\Q12023

(2]
and years immediately following the GFC were § 5,000 °
marked by weaker occupier and investment 5_»:’ a1bozs
markets. 96 4,000 ® 032008 THse® % o 20; Q12021 nposs.
— The post-COVID era is proving to completely é @ 042008
break with this historic precedent. Despite 2 3000

vacancy increasing to historic levels during ® 012009

2021-'22, ultra-low interest rates bolstered 2000 200z 2007 ® Q42001 ° @ 022009 o @ Q12003

sales volume to new heights. This boom was .EZ?:__;;); ® 220® @ ° r I

brought about by a surge in private buyers 1000 02001 2005 Thiéahrlv 2000s and fGFC were marked
purchasing smaller assets. These were easier E‘;n;ict‘i’:ﬁ:”‘:y and fewer

to ﬁnance and had better occupier 12.0 13.0 14.0 15.0 16.0 17.0 18.0 19.0 20.0
fundamentals than larger, ‘institutional’ assets. Vacancy Rate (%)

Source: CBRE Econometric Advisors, Q12025
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‘Baseline’ Scenario

— Higher-than-expected import levies announced by President Y-o0-Y Change (%); 10-Year Treasury Displays Quarterly Yields

Trump on April 2 increased the effective tariff rate from the GDP Employment CPI US 10-Year

low single digits to 28% as of mid-April. A key feature of the 2023 Q1
Baseline is that some of these tariffs will be walked back, 2023 Q2
allowing for GDP growth to return closer to potential by 2023 Q3

2023 Q4

2026. But much damage has already been done to business

and consumer sentiment. Tariff-induced inflation readings 2024 Q1
‘ ' ] 2024 Q2

would keep interest rates heightened for longer despite 2024 Q3
softer GDP growth. 2024 Q4
— The Baseline Scenario equates to a material slowdown in 2025 Q1
GDP growth and an outright decline in employment levels. 2025 Q2
Thus, less occupancy gains should be expected in coming ;8;: gz
quarters. The silver lining for space market fundamentals is 2026 Q1
that tariffs will increase construction costs and put some 2026 Q2
projects on hold. 2026 Q3
2026 Q4

2027 Q1

2027 Q2

2027 Q3

2027 Q4

Source: Oxford Economics, CBRE Econometric Advisors
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‘Stagflation’ Scenario

— Our Downside Scenario expects that President Trump’s trade

war escalates and shakes the economy more than expected,
causing GDP to contract by 1.4% this year. Meanwhile, very
high levies on consumer goods vault inflation to 5% by year-
end. This results in stagflation, which the U.S. has not
experienced in over four decades.

— The ‘Stagflation’ Scenario would be devastating to
commercial real estate performance. A weaker economy

would erode occupier market fundamentals and NOI growth.

This would be accompanied by higher-than-normal interest
rates resulting in greater devaluations relative to a more
conventional recession.
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Y-o0-Y Change (%); 10-Year Treasury Displays Quarterly Yields

GDP Employment CPI US 10-Year
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2027 Q4

Source: Oxford Economics, CBRE Econometric Advisors
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“Trade War De-Escalation’ Scenario

— The ‘Trade War De-Escalation’ Scenario assumes that the
White House quickly reverses much of its trade war. This
‘walk back’ would be more substantial than what is baked into
our Baseline Scenario. Although some damage to business
and consumer confidence has already been done, the
relaxation of tariffs would allow the U.S. economy to eke out
marginally more growth. Less restrictive tariffs would also
equate to slightly less inflation in coming quarters relative to
the Baseline. Because the economy is already operating near
full capacity there is less room for a powerful upside.

— Stronger economic growth is a tailwind for commercial real
estate occupier and capital markets. Should this scenario
come to fruition the U.S. CRE market would likely see
stronger deal flow than in 2024, especially as opportunistic
capital is deployed.
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Y-o0-Y Change (%); 10-Year Treasury Displays Quarterly Yields
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Source: Oxford Economics, CBRE Econometric Advisors
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‘Severe Downside’ Scenario

— In this scenario the U.S. economy is shocked by a major Y-o0-Y Change (%); 10-Year Treasury Displays Quarterly Yields
exogenous event. There could potentially be an unknown GDP CPI
financial threat triggered by the continued uptick in interest 2023 Q1
rates. 2023 Q2

2023 Q3
— Such an event would trigger a severe recession in coming 2023 Q4

quarters analogous to the Global Financial Crisis. A key 2024 Q1
feature of this scenario would be lasting economic scarring 2024 Q2
as households, firms and the financial system struggle to 2024 Q3
regain their footing. 2024 Q4
2025 Q1
2025 Q2
2025 Q3
2025 Q4
2026 Q1
2026 Q2
2026 Q3
2026 Q4
2027 Q1
2027 Q2
2027 Q3
2027 Q4

Source: Oxford Economics, CBRE Econometric Advisors
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US. OFFICE OVERVIEW & OUTLOOK

On top of macro factors, the office sector faces structural issues

Remote working
changes the
relationship between
the economy and
office demand.

CBRE ECONOMETRIC ADVISORS

1. Average Days Per
Week in the Office

2. Efficiency Factor

24-39% 0.55
Reduction

(market dependent)

— As arrival distribution
continues to favor mid-week
days, efficiencies in space
reduction will be limited by
peak-occupancy days.

3. De-densification
Effect

+5%

— Hybrid-ready workplaces
require more collaborative,

support and amenity space.

— This has a positive impact
on the demand for space.

A 9-15% reduction in square footage per-employee

4, Timing

Job Growth
counter-weignt

In this equation

— U.S. job and GDP growth are

more important than ever to
offset this reduction in per-
employee space needs.

© 2025 CBRE, INC.



Thank you.

FOR MORE INFORMATION:
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Sr. Managing Economist
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CBRE
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Dennis Schoenmaker, Ph.D.

Principal Economist

dennis.schoenmaker@cbre.com

Jing Ren, Ph.D.
Sr. Economist
jing.ren@cbre.com

Tyler Mangin, Ph.D.
Sr. Economist
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David Kelley
Sr. Economist
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Matt Mowell
Sr. Managing Economist
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Daniel Diebel
Economist
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Michael Leahy
Economist

michael.leahyl@cbre.com

Eric Stephenson, CFA
Sr. Research Consultant

eric.stephenson@cbre.com
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Stephanie Marthakis
Sales Director
stepahnie.Marthakis@cbre.com

Alison Grimaldi
Principal Account Manager
alison.grimaldi@cbre.com

Meghan Phillips
Account Executive
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Executive Director
kasia.dziewulska@cbre.com
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