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¢ƻŘŀȅΩǎ !ƎŜƴŘŀ
Å Matrix Product Update
Å Macroeconomic Outlook
Å General Market Conditions
Å Deep Dive Into 3 Market Niches:

o Medical Office
o R&D Office/Life Sciences
o Coworking/Office as an Experience

Source: Yardi®Matrix



Å U.S. economy is a glass half full/glass half empty situation
o GDP growth in Q2 was OK (~2%), and we expect Q3 to be about the same, but with a lot more noise
o U.S. oil production is keeping inflation low below 2% ςand low inflation is a global phenomenon
o The yield curve has been inverted for 5 months, but flattened following the Sept 18 rate cut 
o The European and Chinese economies are decelerating rapidly
o The U.S. service sector labor market is extremely tight, and wages continue to rise
o Manufacturing and farming sectors are struggling 
o There is a highly elevated risk of recession mid 2021

Å Conditions sufficient to maintain good office using employment growth, occupancy and slow rental growth
o Demand is steady with job growth in office-using industries outpacing other industries, and tech hub markets have had the most 

dynamic job growth
o More than half of Yardi Matrix markets are seeing moderate rent growth over the past year, with some winners (San Francisco, Tampa, 

Austin), but some have seen asking rates fall (Chicago, Central Valley, Winston-Salem) 
o Office completions peaked in 2018, but a lot of markets still have room for absorption
o New developments are getting caught up in the prospective phase, with an increase of 192 million sq. ft. in this phase since thespring, 

with a decrease of about 128 million sq. ft. in the planning and under construction phases
o Transaction activity has been slowing, and prices for Class A assets have increased more than B and C since the recession

Source: Yardi®Matrix

The Yardi Matrix View



Å Though medical office is a small market, the demand is expected to grow rapidly as the U.S. population is aging
o Medical office sales prices have been in-line with general office since 2009, however medical office prices surged in 2016, and 

only just converged with general office sales prices this year
o Medical office generally has lower vacancy rates than general office, however asking rates varied by market, and medical office 

exhibits the same fundamentals in on-vs. off-campus as student housing

Å R&D office space is highly concentrated and is targeted toward emerging medical tech start-ups
o R&D office space typically has higher asking rates, but also higher vacancy rates than general office
o Compared to general office, R&D office space typically sells at a higher price per sq. ft., R&D office sales volume appears to be 

increasing in 2019 compared to last year

Å Coworkingcontinues to grow nationally, and according to the 2019 Colliers report U.S. Flexible Workspace and Coworking, 
flexible workspace accounted for one-third of office leasing in the last 18 months 
o Coworkingis growing as companies are increasing their sprawl of employment in various locations outside of their primary 

office locations
o With such a tight labor market, office space is being used as an HR strategy to attract talent, and with that comes substantial 

capital expenditures
o A new model for coworkingas emerged, with companies such as Hana, Convene, Knotel, and Industrious marketing their 

partnership model as more sustainable than the traditional WeWorkmodel

Source: Yardi®Matrix

The YardiMatrix View



Matrix Product Update



Full YardiMatrix Office Suite, 5 Years in the Making

Source: Yardi®Matrix

115 markets with inventory down to 25k sq. ft. 
with tenant listing and expense data



²ŜΩǊŜ ¢ǳǊƴƛƴƎ hǳǊ !ǘǘŜƴǘƛƻƴ ǘƻ LƴŘǳǎǘǊƛŀƭ ƛƴ нлнл

Source: Yardi®Matrix

но aŀǊƪŜǘǎ ǿƛǘƘ LƴŘǳǎǘǊƛŀƭ 5ŀǘŀΧŀƴŘ 9ȄǇŀƴŘƛƴƎ
By the end of 2020, we will match our office footprint of 115 markets for industrial



Macroeconomic Outlook



U.S. Economic Growth is Decent, but Slowing

{ƻǳǊŎŜΥ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎΤ .ǳǊŜŀǳ ƻŦ [ŀōƻǊ {ǘŀǘƛǎǘƛŎǎ ό.[{ύΤ {ϧt 5ƻǿ WƻƴŜǎ LƴŘƛŎŜǎ [[/Τ CoreLogic, Inc; Federal Housing Agency (FHFA); 
Freddie Mac; Fannie Mae; U.S. Bureau of Economic Analysis (BEA); U.S. Board of Governors of the Federal Reserve System (FRB);
Investing.com; Federal Reserve Bank of Atlanta
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Difference Between 10-Yr and Overnight Rate

The Yield Curve Has Returned to Flat

{ƻǳǊŎŜΥ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎΤ ¦Φ{Φ .ƻŀǊŘ ƻŦ DƻǾŜǊƴƻǊǎ ƻŦ ǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜ Systen(FRB)
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U.S. and International Financial Market

{ƻǳǊŎŜΥ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎΤ LƴǾŜǎǘƛƴƎΦŎƻƳ

14.32% YOY
-134 bps

A breakout >3% is significant

Difference between 
10 YR and Overnight = -3 bps -1.0%
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Education Health Care Rent CPI CPI Less Education, Health Care and Rent

Inflation Was Rising, But is Now Well Below 2%, and is 
Unlikely to Break Out >2.5%

*YOY 6 month moving avgsΦ /tL [Ŝǎǎ IŜŀƭǘƘ /ŀǊŜΣ 9ŘǳŎŀǘƛƻƴ ŀƴŘ wŜƴǘ ƛǎ ŀƴ ŜǎǘƛƳŀǘŜ ǳǎƛƴƎ .[{ ŘƻŎǳƳŜƴǘ άaŀǘƘ ŎŀƭŎǳƭŀǘƛƻƴǎ ǘƻ ōŜǘǘŜǊ ǳǘƛƭƛȊŜ /tL Řŀǘŀέ
{ƻǳǊŎŜΥ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎΤ .ǳǊŜŀǳ ƻŦ [ŀōƻǊ {ǘŀǘƛǎǘƛŎǎ ό.[{ύ



Why is There No Inflation? U.S. Oil is Flooding the Market

Source: Energy Information Administration, Federal Reserve Bank of St. Louis, Economic Research Division
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Unemployed Persons per Job Opening
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Long Stretch of Continuous Job Gains

108 months of continuous gains
Monthly average: 198,157 jobs

2018 total:2,679,000

-8.6 Million

+21 Million*+8.2 Million

Tight Labor Market, Pulling People Off the Sidelines

*Through Sept 2019
{ƻǳǊŎŜΥ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎΤ .ǳǊŜŀǳ ƻŦ [ŀōƻǊ {ǘŀǘƛǎǘƛŎǎ ό.[{ύΤ ¢ƘŜ /ƻƴŦŜǊŜƴŎŜ .ƻŀǊŘ

Currently less than one 
unemployed person for 
every one job opening

It is difficult to find labor at the right price, with the right skills, in the right city

Preliminary Aug 2019:      168,000
Preliminary Sept 2019:     136,000

2019 monthly average: 
161,000 jobs
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YoY Change in Avg. Hourly Earnings Unemployment Rate

Wage Growth Finally Emerging
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Sept: 2.9%

Sept: 3.5%
Last time unemployment rate 

was this low was December 1969!
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Source: Yardi® Matrix, Federal Reserve Bank of St. Louis
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Labor Force Participation Rate
Male, Ages 25-54
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Labor Force Participation Rate
Female, Ages 25-54

low in overall labor 
force participation rate

The Labor Force Participation Rate Among 25-54 Year 
Olds has Risen, Which was Mostly Driven by Women 

Source: Federal Reserve Bank of St. Louis, Economic Research Division; Organization for Economic Co-operation and Development; U.S. Bureau 
of Labor Statistics 

+2.9%

+0.9%

low in overall labor 
force participation rate
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Share of Age 55+ Population That Is...

Recessions % Labor Force (55+) % Employed (55+)
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Share of Prime-Age Population (25-54) That Is...

Recessions % Labor Force (25-54) % Employed (25-54)

There is Still a Reserve Supply of Labor

{ƻǳǊŎŜΥ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎΤ ¦Φ{Φ .ǳǊŜŀǳ ƻŦ [ŀōƻǊ {ǘŀǘƛǎǘƛŎǎ ό.[{ύΤ ¦Φ{Φ /Ŝƴǎǳǎ .ǳǊŜŀǳ ό.h/ύ

ÅAnother 2.6% of the prime-age population could get engaged ςapproximately 3.4 million people 
ÅParticipation rates for people age 55+ are rising ςbuoying the expansion

In the Labor Force

Employed

Employed

In the Labor Force



Unemployed Persons per Job Opening: 
Office-Using Industries

{ƻǳǊŎŜΥ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎΤ .ǳǊŜŀǳ ƻŦ [ŀōƻǊ {ǘŀǘƛǎǘƛŎǎ ό.[{ύΤ Yardi®Matrix
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Professional and Business Services
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Unemployed Persons per Job Opening: 
Non Office-Using Industries
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Natural Resources and Mining
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Leisure and Hospitality
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Trade, Transportation and Utilities
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Education and Health Services
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12.0%

13.2%
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3.8%

-17.4%
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Education & Healthcare          2.5%

Professional & Business Services          2.3%

Leisure and Hospitality          2.5%

Construction          3.8%

Transportation & Utilities          3.1%

Government          0.7%

Financial Activities          1.7%

Manufacturing          1.0%

Other Services          1.3%

Retail Trade          0.4%

Wholesale Trade          0.6%

Information          0.8%

Mining and Logging          -3.7%

Thousands of Jobs

Office-Using Sectors Outpaced Overall Job Growth Over 
the Last Five Years

*September 2014-September 2019, Boxed labels are office-using sectors
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Sector Sept 2019Unemployment Rate

Leisure & Hospitality 4.8%

Information 4.4%
Manufacturing 3.4%

Wholesale & Retail Trade 3.4%

Construction 3.2%
Professional & Business Services 3.2%

Transportation & Utilities 3.2%
Education & Healthcare 2.2%
Financial Activities 1.9%

Government 1.8%
Mining 1.7%

CAGR

5-Year CAGR:
Office-using sectors: 2.0%
Total non-farm: 1.7%

Sept. 2018-Sept. 2019:
Office-using sectors: 1.7%
Total non-farm: 1.4%



21.6%

16.8%

15.1%

14.9%

10.7%

13.9%

12.2%

13.9%

11.3%

18.9%

$0.00 $1.00 $2.00 $3.00 $4.00 $5.00 $6.00 $7.00 $8.00

Information          4.0%

Financial Activities          3.2%

Professional & Business Services          2.9%

Construction          2.8%

Mining & Logging          2.0%

Other Services          2.6%

Manufacturing          2.3%

Trade, Transportation & Utilities          2.6%

Education & Healthcare          2.2%

Leisure & Hospitality          3.5%

Avg. Hourly Wage Increase

Office-Using Sectors Exhibit the Most Wage Growth 
Over the Last Five Years

*September 2014-September 2019, Boxed labels are office-using sectors
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CAGR

5-Year CAGR:
Office-using sectors: 3.4%
Total non-farm: 2.8%

Sept. 2018-Sept. 2019:
Office-using sectors: 3.3%
Total non-farm: 3.0%



U.S. Federal Policy is a Classic Glass Half Full/Glass 
Half Empty Situation

Pro-Growth

Å Tax Reform

Å Regulatory Relief

Å Executive Orders

o Energy

o Finance

o Labor Costs

Generally Positive 
Progress

Pro-Growth but Slow

Å Infrastructure

Å Education Reform

o German Model

Å Healthcare Reform

Progress in Tone, but 
Not Yet Substantive

Anti-Growth

Å Immigration Control

Å Trade Renegotiation

Trade Negotiation is a

Drag on Growth

Source: Yardi® Matrix



In Summary:

Source: Yardi®Matrix

Å GDP growth in Q2 was OK, and we expect Q3 will be about the same

Å Low inflation is a global phenomenon ςwith oil production keeping it 
low in the U.S.

Å The yield curve has been inverted for 5 months, but flattened following 
the Sept 18 rate cut 

Å The labor market is extremely tight, and employment and wage growth 
are in excellent condition, particularly in office-using industries

Å There is an elevated risk of recession mid 2021
Source: Yardi®Matrix



National Office Fundamentals



Tech Hub Markets

Market Classifications

Source: Yardi®Matrix

Bay Area
Boston
Brooklyn
Chicago
Long Island
Los Angeles
Manhattan
New Jersey
Queens
San Francisco
Washington, D.C

Atlanta
Austin
Boise
Charlotte
Columbus
Dallas
Denver
Detroit
Houston
Indianapolis
Jacksonville
Kansas City
Las Vegas
Madison
Miami

Minneapolis-St. Paul
Nashville
Omaha
Orlando
Philadelphia
Phoenix
Pittsburgh
Portland
Raleigh-Durham
Sacramento
Salt Lake City
San Diego
Seattle
Tampa

Tertiary MarketsGateway Markets

Remaining 77 Yardi®Matrixoffice 
markets



{ƛƴŎŜ ǿŜ [ŀǎǘ {ǇƻƪŜ ƛƴ ǘƘŜ {ǇǊƛƴƎΧ

Source: Yardi®Matrix

Å Most gateway markets have showed strong employment growth, except for New York and San 
Francisco ςwhich each showed decelerating growth

Å Most tech hubs have been consistent in terms of employment growth ςbut, Minneapolis and 
Detroit went from positive employment growth to employment loss

Å Most tech hubs show stable or declining unemployment rates

Å Phoenix, Madison, and San Diego all showed significant improvement in the quality of their 
labor force, as determined by a study conducted by CBRE

Å Orlando, Dallas, Salt Lake City and San Francisco have room to run ςwith small development 
pipelines as a % of existing stock and strong job growth
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Aug 18 - Aug 19 Employment Growth (000s)

Tech Hub Markets Have the Most Dynamic Job Growth

{ƻǳǊŎŜΥ aƻƻŘȅΩǎ !ƴŀƭȅǘƛŎǎΤ ¦Φ{Φ .ǳǊŜŀǳ ƻŦ [ŀōƻǊ {ǘŀǘƛǎǘƛŎǎ ό.[{ύ

U.S. Average 
= 1.4%

MOST DYNAMIC

Colors indicate comparison to 
CŜō ΨмуςCŜō Ψмф ŜƳǇƭƻȅƳŜƴǘ ƎǊƻǿǘƘΥ

Green = increase of > 0.2% 
Black= neutral, ±0.2% change
Red = decrease of > 0.2%
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Cincinnati

Tech Hub Markets Have the Most Dynamic Job Growth
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Fast & Tight

Lines = U.S. Average

Room to Run

Colors indicate comparison to 
CŜō Ψмф ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜΥ

Green = decrease of > 0.2% 
Black= neutral, ±0.2% change
Red = increase of > 0.2%



Source: U.S. Bureau of Labor Statistics, April 2019; U.S. News & World Report; CBRE Labor Analytics, CBRE Research, 2019

Tech Talent Quality vs. Cost Analysis
Average Annual Salary for 
Software Engineer (USD)

Colors indicate comparison to April 2018 data:

Green = improvement in labor quality
Black= little to no change in labor quality
Red = decline in labor quality


