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“There is always some
chance of recession in any
year. But the evidence
suggests that expansions
don't die of old age.”
-Janet Yellen
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Source: Federal Reserve Bank of St. Louis, Sage Policy Group; February 2019. Note: Shaded areas indicate U.S. recessions.
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“No society can surely be
flourishing and happy, of
which the far greater part
of the members are poor
and miserable.”
-Adam Smith
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“Inflation is the one form
of taxation that can be
imposed without
legislation.”
-Milton Friedman
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Professional and Business Services — 17,900

Leisure and Hospitality e 11,900
Mining, Logging, and Construction B 7,300
Trade, Transportation, and Utilities I 6,000

Government N 6,500
Education and Health Services I 3,400
Manufacturing I 2,000 Washington MSA
2 Total: +53,600; +1.6%
Information B 500
] US Total (SA):
Financial Activities -900 I +2,674,000; +1.8%
Other Services -1,900 -
-5,000 0 5,000 10,000 15,000 20,000

Source: U.S. Bureau of Labor Statistics , Sage Policy Group; February 2019.
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“Most men love money
and security more, and
creation and
construction less, as
they get older.”
-John Maynard Keynes
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Lodging 48.8%
Amusement and Recreation 34.1%
Commercial 31.3%
Office 30.3%
Transportation 20.1%
Public Safety 16.6%
Educational 16.1%
Highway and Street 7.4%
Health Care 5.2%
Water Supply 4.0%
Power 2.6%
Communication 2.4%
Conservation and Development -1.4% Total Nonresidential
Sewage and Waste Disposal -5.0% Construction:
Religious -12.5% +10.9%
Manufacturing -20.1%

-30% -20% -10% 0% 10% 20% 30% 40% 50%
THREE YEAR % CHANGE

Source: U.S. Census Bureau, Sage Policy Group; February 2019.



MEG D ONE
Washington is a Superstar City
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New York — $16.6

Los Angeles Basin __ $7.9
Washington | 5.
San Francisco Bay __ $4.4
Chicsgo | 5.3
Seattle __ $2.1
Miami/South Florida __ $1.9
San Diego __ $1.7
MECEIIE __ $1.6

Phoenix _ $1.5
SO

S2 S4 S6 S8 $10 $12 S14 S16 $18
IN BILLIONS

Source: Real Capital Analytics, Sage Policy Group; February 2019.
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Washington

New York | 581.7
San Francisco Bay | 565.4
Seattle |GGG 554.3
san Diego |, 550.9
Chicago | 545.1
Los Angeles Basin [ 544.0
Phoenix | 531.7
Miami/South Florida || NG 5309

Philadelphia — $26.2

S0 $10 $20 $30 $40 $50 $60 $70 $80 $90
IN MILLIONS

Source: Real Capital Analytics, Sage Policy Group; February 2019.
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“An economist is an
expert who will know
tomorrow why the things
he predicted yesterday
didn't happen today.”
-Laurence J. Peter
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Source: Securities Industry and Financial Markets Association, Federal Reserve, Sage Policy Group; February 2019. Note: Data through Q3 2018.
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« According to the International Institute of Finance, global debt reached
an all-time high in 2016;

« At $244 .2 trillion as of Q3 2018, global debt—including household,
government, and corporate—now represents 318% of global GDP;

* Last year the IMF warned of risks to the global economy:

« “sheer size of debt could set the stage for an unprecedented private
deleveraging process that could thwart the fragile economic recovery”

Source: Institute of International Finance, Global Debt Monitor, Business Insider, The Telegraph, Reuters, Sage Policy Group; February 2019.
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MEGATREND TWO

Ii/lid—CycIe or Late Cycle? Tough to Tell
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* Much of the negativity reflected  * What's more, there is significant upside risk.
in forecasts and in financial What if the following happens?
market volatility relates to things
eople believe will happen;
PEEP A  Trade deal with China;
* Infrastructure spending plan with revenue

« But important parts of the U.S. sources identified:

economy continue to perform
well — e.g. consumer, corporate
earnings, construction.

e Elimination of tariffs on steel, aluminum,
etc. &

« Fed stops tightening!!!!

* Hypothesis - 2019 will be decent year for
economy, especially the first half.



THREE
Suburban Washington Office Market Returns
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1

20 TECH BOOM ‘ District of Columbia
A POST 9/11 Washington Metro Area
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Source: CoStar, Transwestern; February 2019.
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Source: CoStar, Transwestern; February 2019.



[

TRENDLINES® WASHINGTON 2019

18% -

16% -

14% A

12% A

10% A

8% A

6% A

4% -

2% -

0%

Seattle Metro Area Washington Metro Area

Source: U.S. Bureau of Labor Statistics, Transwestern; February 2019.
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S3.0 ~
‘ District of Columbia
S2.5 - Washington Metro Area
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At Birth, 34% of The District Over Half of
Startups Locate Accounts for 37% Coworking SF is

within Coworking of Startups Located in the District

OFFICE
SPACE
FOR
LEASE

aule

Source: 2017 Startup Census Report, CoStar, CompStak, Transwestern; February 2019.
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Target Assets in
National Landing
and RCB Corridor
Before Rents Spike
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Source: Transwestern; February 2019.
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Source: CoStar, Transwestern; February 2019.
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22% - - 34.5%

- 34.0%

- 33.5%
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20% 1 Industrial - 31.5%
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Source: CoStar, Transwestern; February 2019.
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Source: U.S. Census, ESRI, Transwestern; February 2019.
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® °
Washington/Baltimore Region Outer Markets
Share of Industrial Employees: 13.3% 20.1%
Average Annual Salary:  $41,200 $36,000
Average Rent:  $9.10 PSF $5.00 PSF
Rent Growth 2018: 4.5% 1.2%

Source: U.S. Census, ESRI, Transwestern; February 2019.
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- 00
[Ezma AN * 3(

Small Distribution / Flex/R&D Cold Storage Service
Delivery Warehouse
Vacancy Rate . )
at Q4 2018 >:0% 4.3% 4.0% 1.8%
Annual Rent
(0) [0) (0)
Growth Since 2013 2.2% 5.3% 4.9% 4.2%

Source: CoStar, Transwestern; February 2019.
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Invest in the Outer | y | £ i \

Markets for Future 4 |
Large-User

Distribution Growth

Source: Transwestern; February 2019.
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Amazon HQ2’s Impact on the Housing Market
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~—— Up to 37,850 direct jobs to be created at National Landing campus at full build-out.
~— |nitially, 400 positions will be added in 2019 and another 900 in 2020.
~— Half of the positions will be tech-related.

~—7 Average annual income of $150,000.

Source: Amazon, Delta Associates; February 2019.
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Top Five Tapestry® Segments

Long Island City

| Laptops and Lattes

e High-Rise Renters
e| Trendsetters

e IMetro Renters e| Metro Renters
e Social Security Set | Laptops and Lattes

e Dorms to Diplomas e Top Tier
e |[Laptops and Lattes | Trendsetters

e Retirement Communities e Urban Chic

e Downtown Melting Pot

e| Metro Renters

Uptown Individuals
LifeMode Group:

! ! NETELIX

Source: ESRI, Delta Associates; February 2019.
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Northern Virginia

District of Columbia

35,764

Households

Suburban Maryland

An estimated 2,086 households
will live outside the Washington
metro area, or about 6% of the
HQ2 workforce at National
Landing.

SF/TH = 72% of Total Demand

Source: American Community Survey, Delta Associates; February 2019. Note: Only includes housing demand from direct employment.
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Northern Virginia

’ District of Columbia

35,764
Households

Suburban Maryland

An estimated 2,086 households

Apartment Demand = 5,484 units el s i
Condo Demand = 4,422 units Rt

Source: American Community Survey, Delta Associates; February 2019. Note: Only includes housing demand from direct employment.
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»160 1 Average Amazon HQ2
Worker Income
= $150,000
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Seattle Metro Area New York Metro Area Washington Metro Area

Source: ESRI, Amazon, Delta Associates; February 2019.
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Source: S&P CorelLogic Case-Shiller, Delta Associates; February 2019.
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Source: U.S. Census Bureau, Delta Associates; February 2019.
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2011-2018
Annual Avg: 23,633

2000 — 2005
Annual Avg: 35,792

2006 - 2010
Annual Avg: 17,396

00

01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18*

* Annualized.
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Source: U.S. Census Bureau, Delta Associates; February 2019. * Annualized.



[

TRENDLINES® WASHINGTON 2019

2,800 -

a0 | N —EEN

2,000 -

1,600 A

1,200 4 564K

800

IN THOUSANDS

400

0 . I I I I l I I I I

NY Chi SF Bay WER South FL Bos

Source: U.S. Census Bureau, Delta Associates; February 2019.
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Source: REIS, Delta Associates; February 2019.
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)

Arlington/Alexandria

Balance of
Northern Virginia

Suburban Maryland

District of Columbia

Source: American Community Survey, Delta Associates; February 2019.
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Arlington (22%)

Fairfax (3%)

District of Columbia (2%)

Alexandria (9%)

Prince George's (2%)

Montgomery (1%) . Demand
Prince William (13%) o
Pipeline
Loudoun (2%)
0 5,000 10,000 15,000 20,000 25,000 30,000 35,000 40,000

Source: Delta Associates; February 2019.
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Advanced /
Personalized
Services i.e.
Hello Alfred

Source: Delta Associates; February 2019.
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Source: U.S. Census Bureau, Delta Associates; February 2019.
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Source: The Mark Company, Miller Samuel Inc., Delta Associates; February 2019.
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Arlington/Alexandria

Balance of
Northern Virginia

Suburban Maryland

District of Columbia

Source: American Community Survey, Delta Associates; February 2019.
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Arlington (264%) Demand

Fairfax (29%)

Pipeline

Alexandria (155%)

District of Columbia (16%)

Montgomery (12%)

Prince George's (5%)

Prince William (20%)

Loudoun (4%)

0 1,000 2,000 3,000 4,000 5,000

Source: Delta Associates; February 2019.
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Convert Existing or
Under Construction
Apartments to
Condos
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Source: Delta Associates; February 2019.
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Trends in Washington Commercial Real Estate
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