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Market Summary — March, 2015
Portsmouth, NH

182,799 SF 474,367 Sk

Commercial Space For Sale Commergial Space For Lease

6 Acres $34.4 million

Land & Farm For Sale Total Sale Price

Current Statistics for Portsmouth, NH
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Property Type Listings Asking Lease Rate
Industrial 13 $9.68 PSF
Office 7 $18.34 PSF
Retail-Commercial 35 $21.13 PSF
VYacant Land 4 $10 PSF
Multi-Family 3 -

% Frequency: Statistics are compiled at the beginning of each month,

¥ Relishility: The quality of the data will vaty based on many facters, including whether or not
your CIE verifies the dala on an ongoing basis. Statistics based on larger numbers of listings
(as indicated by the "Listings" column} arg ganerally more trustworthy.

¥ Acouracy: We make al) attempls to normailze these stats, but make no guarantecs about
their acouracy. Oubliers (extremely high or low valucs) are exclucded from calculations.

“*  Couats: Listing and Transaction counts reflect the number of records with price and size
information within valid ranges. The actual counts of all reeords in the CIE ate larper.

¥ Weighted Averages: Price averages are weighed using the square foctage available.

g

Direct: Lease stalistics arc direct (exclude sublrases),

"% dease Types: Decause of discrepancies in how lease lypes (NNN, Grass, etc) are renortad, wo
ignore difforences in type — all types are folded togethor into the lease rate siats.

#  Below List: Reflects the average percent difierence betwesn the original listed price and the
finai transaction price.

% Net Absorption: We calculate absorption using a 99 day period,
=+ Locations: We anly allow filters for locations with at least 100 active listings.

Asking vs. Repurted: "Asking" prices are based on active listings for the chosen focale, while
"Reported” prices are calculated using completed transactions as reported by CIE members.

Asking Sale Price Below List
$91.93 PSF 16.1%
$150.27 PSF -
$263.31 PSF .
$10.51 PSF -
$255.99 PSF -

Days on Market
163

Total Avaitahle
180,433 SF
355,330 SF
103,453 SF
349,785 SF

17,950 SF

Disclaimer: All statistics on {his page have been gathered from vser-loaded listings ard user-

reporled transactions. We have not verified accuracy and make no guarantees. By using the

Information provided en this page, the user acknowledges that the data may contain eiors or other
nonconformitics. You and/or your client should diligently and indepondently vority the specifics of

the information that you are using.

N E C Pﬁ Statistics courtesy of:

HEW ENGLAND New England Commercial Property Exchange
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CITY OF NASHUA

Median Monthly Gross Rent* for Two-Bedroom Units

$1,300 ¥T225 ET55
§1’fgg $1,088 $1,080 $1,085 %f;{_'];;
$1,000 o _ M e stom s1088
$900 susz_ 7 00
- §765 $896
s b g
$300 $711 ¥719
$500 T T T T T T T T T T T T T T T T T T Ll T L]
9/93 4/95 4/97 4/99 4/01 4/03 4405 HOT 409 411 413
*Includes Utilties
2014 Gross Rent (Includes Utilities)
(;e"‘;trf;;es) sa'g';:z Rent Range Median
Q 92 - $542 - $975 $672
1 705 $567 - %1513 $1,027
2 1,016 5712 - $2,528 $1,222
3 235 3800 - %2167 $1,461
4+ 25 $1,087 - $2,363 $1,505
All 2,073 $542 - $2,528 $1,132

CITY OF PORTSMOUTH

Median Monthly Gross Rent* for Two-Bedroom Units

$1,500
$1,300 $184 B £1 ‘241$1I27$81 264
siort MO AT ‘\_——-—"——;;3
$1,100 m/ §1,239
$878 31,073 072 8%,
$900 $059 el
$700 m%ﬂm
s685
$500 L T s e NI —
9/93 4/95 4497 4/99 4/01 4/03 4/05 407 409 411 413
*Includes Ulilities
2014 Gross Rent (Includes Utilities)
Unit Size Sample .
(Bedrooms) Size Rent Range Median
0 18 $729 - $1,344 bl
1 99 $500 - %2128 $1,092
2 291 $1,000 - $2.480 $1,237
3 78 $929 - $2,266 $1526
4+ 10 $1,828 - $2627 sk
All 494 $500 - %2827 $1,237

New Hampshire Housing Finance Authority
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2014 Residential Renfal Cost Survey©
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Northeast Marcus g Millichap

2015 Hotel Outlook

~——  Occupancy Rates —— Occupancy to Edge Up in Northeast:
— Market = U8, Recently Completed Hotels May Offer Opportunities

72%
Cecupancy in the Northeast reglon, consisting of New Jersey, New York and
67% ._/«0\./0——"; Penngylvania, wil rise In 2015 in step with a strengthening U.S. econcmy,
62% __m_"_@//@m_ and revenue measures will improve slightly. Despite strong occupancy In
o New Yark City, efforts to push up rates have bean hampered by a spate of
57% new construction, weighing on ADR growth in the entire state. Approximate-
ly 30,000 rocms have been added to stack In the city over the past seven
years. Foreign and domestic visitor volume continues to rise, however, which
will provide a foundation for somewhat stronger rate growth in 2015. Else-
where, hotels in New Jersey posted modast gains in ADR and RevPAR in
2014, though room nights declined. Statewide statistics may be someawhat

Annual Occupancy Rate

52%
11 12 13 14 15+

--— Ghange in Occupied Rooms

wwa Demand Growth  — Total Employment misleading, howsver, due to the closures of Atlantic City casinos. Potential
8% - Investors will want to dig deeper into the performance of individuai hotels
- ¢ and specific trade arsas in the stale io gain a better understanding of oper-
g 6% 3% % ating trends in those areas.
S il
S 4% 2% ;“ Across the region, deal flow and doliar volume grew substantialy in 2014.
;é’ . o E% More transactions occurred in each state, and some of the largest gains
(& % amaeng specific. property types involved upper midscale and upscals hotals

0% # nos with strong flags, Sales of assets in New York City also Increased and es-
tablished pricing banchmarks not seen elsewhere in the country, The rasur-
gence of CMBS funding will drive additional deals in the city this year, whila
foreign capital seeking a safe haven will also enlarge the pool of potential
buyers. Also, & thin construction pipeline will continue to whet interest in
{ $180 $120 hotels in the Philadelphia metro, and properties in Pittsburgh will also garnar
- interest due to that market's multiple demand drivers. Interost in hoteis sorv-
ing the Marcellus Shale may waver, although the decommissioning of drilling
rigs there has not been as extensive as other areas of the country cue to a
considerable focus on natural gas extraction. The performance of hotels in

15

- - Revenue Measuras = ———
—ADR s RevPAR
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$135 the region may withstand the most adverse effects of plunging ol prices.
$120 T 1213 14 qgn SO 2015 Market Outlook .
= Supply Pipeline: Completions in the region will expand available rooms
—~ Rooms Underway & Planned -——. 2.4 percent this vear, eclipsing the 1.5 percent pace in 2014, Mora than
e [ec. 2012 wow Doc. 2013 wew Dec, 2014 22,000 rooms are under construction in the three states,
18,000 m Occupancy Outlook: An increase in completions will partly offset deman
13,500 growth of 3.0 parcent, resulting in a subdued 40-basis point rise in annual
' occupancy to 67.3 percent. A gain of 100 basis points occurred in 2014,
591100 m ADR Outlock: Compaetition from new hotels will limit ADR growth to 3.1
4 s percent in 2018, to $165.43. ADR rose nominally last year.
4,500
w RevPAR Qutlook: RevPAR in the Northeast will advance 3.7 percent this
o .cER year to $111.40, down from a 4.5 percent increase in 2074 as dellveries of
e new hotels accelorates.
" Estimats m Investment Outlock: Many recently built properties in New York City have:
** Forecast e i, . .
Sourees: Marcus & Milichap Research Services, BLS, GoStar stabllized and may be positioned for sale during 2015 by owners sesking
Group, Inc., Econeimy.com, Real Capital Analytics, STR Inc. to recycle Capita\ for new projects.

\_ Market Forecast Occupancy: 40 bps A ADR:3.1% A RevPAR: 3.7% A Supply: 2.4% A Demand: 3.0% &




Industrial Market Shrugs Off Economic
Slowdown to Post Strong Quarter

Pete Culliney Director of Research | Global

Key Takeaways

>

~

hve

~

The North American industrial vacancy rate declined by 15 basis
paints (bps) to 6.7% in Q1 2015. In the U.S,, the vacancy rate fell
for the 21t straight quarter, down 15 bps to 7.0%. In Canada, the
vacancy rate decreased by 10 bps to 3.8%.

Net absarption in North America was strong once again in &1,
totaling 63.1 million square feet (MSF), amang the highest lavels of
quarterly absorption post-recession. U.S, absorption in the gquarter
was 58.6 MSF, up 21.4% year-over-year.

Healthy occupier derand and the need for modern industrial space

led to an upswing in construction in both the U.S. and Canada, 52.0
MSF was added to the industrial base in the first quarter, comprising
497 MSF inthe U.S. and 2.3 MSF in Canada. In many markets, a

growing supply is neaded given 1he raie of expansion in the aconomy,

pent-up industrial demand and tightening market conditions.

The positive absorption and tightening market conditions in several
key markets are pushing up industrial rents, The average U.S, asking
rent for warehouse buildings rose to $5.16/SF NNN in @1, up 2.2%
quarter-over-quarter, Currently, average asking rents are 13.9%
higher than the market bottom reached in Q3 2011,

Some markets are seeing outsized increases in asking rents. For
example, the average asking rent for warehouse space in Q1 was

up significantly year-over-year in the following markets: Oakland
(25.6%), San Jose ~ Silicon Valley (24.6%), Denver (19.2%) and
Detroit (16.9%). Bull asking rents were up year-over-year in
Waterloo Region, Ontario (24.3%); Miami (23.6%), Denver (18.5%)
and Nashville (16.0%). Markets where flex/service asking rents were
up year-aver-year in (1 include: San Francisco Peninsula (43.3%),
Miami (20.7%), Ottawa (17.6%), Chicago (16.1%), San Diego (15.6%)
and Cincinnati (15.5%?.

The results of Colliers’ North American Q1 survey were decidadly
optimistic, particularly in the U.S. Mara than three times as many
markets said they expected tenants in their markets to expand as
opposed to canfract in the upcoming guarter. The U.S. resulls were
even more buoyant, as 391% expected to see expansicn while

only 10.1% expected contraction in Q2. Along those lines, 66.7%

of U.3. respandents forecast declining vacency rates and 59.4%
forecas! rent increases, as opposed to 8.7% that see vacancy rates
increasing and zero percent that forecast rents 1o decline,

000

Thomas Galvin Regional Research Analyst | Research Services

» Led by a handful of large portfolio sales, including Blackstone’s
$8.1 billion sale of its IndCor Properties unit to the Government of
Singapore, North American transaction volurne hit a record high of
$17.5 hillion in Q1 2015. The bulk of the valurne, $17.2 billion, carme
from the U.5. while volume in Canada was $329.1 million,

Market Indicators

U.S. u.s. CANADA  CANADA
Relative o prior period Q12015 Q2 2015 Q12015 Q2 2015%
VACANCY "’ Q’ ' Aad
NET ABSORPTION + * + +
CONSTRUCTION 1) % : ] g
RENTAL RATE** X + ¥ L 4

* Projected, relalive to prior period
“* Warehause rents

Summary Statistics, Q1 2015

North America Industrial Markel

NCRTH
u.s. CANADA AMERICA

Vacancy Rate 7.0% 3.8% 6. 7%
Change from Q4 2014 -15 -10 -15
(Basis Poiris)
Absorption 58 6 4.5 63.1
(Million Square Feet)
New Supply 49.7 2.3 52.0
{Miltion Square Feet)
Under Canstruction 147.9 18.4 166.3
(Million Square Feel)
ASKING RENTS wsp/cany
PER SQUARE FOOT PER YEAR
Average Warehouse/ $5.16 $8.10 $5.61
Distribution Center
Change from Q4 2014 2.2% 2.5%
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NORTHEAST _ : _ 5
Balfimore, MD 228,860,908 0 1,340,886 0 0
Boston, MA . A7islozgn 0. 386,000 0 1061855
Hartford, CT Cosenadst 0 o | o - 0
Long lsland, NY. 156809325 70,000 70000 52000 | 52000 - |
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Liftle Rock, AR - 45275910 o IR o B R
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- Memphis, TN 227548 438 0 342144 1,651,956 2,951,956
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Orfande, FL 134,278,233 135,673 - 135675 233720 e
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Savannah, GA 45,579,700 232,000 267,400 645,185 1670585
Tampa Bay, FL 01000809 G 0 0 281000

West Palm Beach, FL 50,311,978 745,6.3‘4 “ 745,634 1} . 0

South Total ©4,508,344,38% 10,639,399 | 17,019,482 22,160,697 53,827,880
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Baltimore, MD 1,168,895 9.1% 2.1% 0.0%
‘Boston, MA L aeer 78% 180% 0.2%
Hartford, CT T 852006 8.4% T 89% 06%
Long Tsland, NY 3189 48% Chan 0.0% -
New Harnpshire -263,432 8.4% 6.8% 0.4%
New Jersey - Central 1438368 81% 76% -0.5%
New Jersey - Northern 3,461,022 8.0% 7.1% -0.9%
Philadelphia, P~ - 1260823 BA%.. . 88% . 0.2%
Pittsburgh, PA 755,183 7.5% 7 4% “01%
Washington, DC 6Bty oA 8% 0.0%
Northeast Total 7,353,332 8.9% BE% | -0.1%
SOUTH . o e e

Allanta, GA 3,731,664 9,0% B.6% -0.4%
Birmingharn, AL amvan . 102% 10.0% 0%
Charleston, SC 601,627 e 6.2% 1.0%
Charlotte, NC 970950 106% 104% -0.2%
Colurrbia, SC 214,010 9.1% 8.9% -0.3%
Dallas-Ft. Worthy, X~ . 3,027,905 7.8% 8.0% 0.3%
Ft. Lauderdale-Broward, FL 297,181 7.4% 7.2% ) -0.2%
Greenville/Spartanburg, SC . C 333063 7.3% 7.6% 05%
Houston, TX 3,773.225 4.9% £.8% 01%
Huritsville, AL 258,250 8.0% TBs% 05%
Jacksonville, FLL -281,551 7.5% 8.1% T 0.2%
Little Rock, AR 393,161 11.8% 10.8% - -0.9%
Loulsville, KY 289517 6.3% 68% 0.5%
Mamphis, TN ©EpeIs - 12.1% 11.8% -0,3%
 Miami, FL 1,551,039 5.7% 5.4% 0.3%
Nashwille, TN - CLe0Ta09 7.3% 6.8% 5%
Norfolk, VA 147 547 8.2% 7.8% 0.3%
Orlando, Fi. 9304407 89% - 8.4% 5%
Raleigh, NC 273519 B4% 8% -0.2%
Richrmond, VA W% 80% 7.9% R
Savannah, GA 355,762 5.5% 5.2% -0.2%
Tampa Bay, FL. 1,027,398 - 86% 8.0% 0.6%
West Palm Beach, FL 445,908 54% 5.9% ! 0.5%
South Total 19,149,697 EYT T9% | '
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Houston, TX %615 $4.65 $11.57 512.16
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Memphis, TN g2sl 4272 . $508 sers
w}\‘.:liami, FL. $9.07 $8.23 $13.32 $14.89
Nashille, TN 5461 327 5343 §7.53
Norfalk, VA 54,66 14.28 §8.09 51035
Orlando; FL 64,83 464 $9.39 5910
Raleigh, NC 54,29 W2 81051 T NA
Richmond, VA 5393 T ) $8.10 $9.95
Savannah, GA $3.95 $3.75 $7.00 $10.00
Tampa Bay, FL. 3433 §4.38° £603 36,47
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South Average* - 4,60 - $4,29 - $8.51 - 8972

* Straight averages used
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Despite Q1 Slowdown, Office Market Still on
Pace for Strong 20715

Andrea Cross National Offica Research Manager | USA

Key Takeaways
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L).S. economic and job growth slowed in Q1 2015 dug to poor
weather conditions, weakness in the enargy industry, and reduced
exports. However, we believe that, similar to 2014, growth will
strengthen during the rest of 2015, sustaining the office market’s
recovery.

The North American vacancy rate was essentially flat, at 12.9%
in Q1 2015, as the Canadian vacancy rate was up by a modest 19
basis points (bps) to 8.5%, while the vacancy rate in the much
larger U.5. market was unchanged at 13.2%.

North American office absorption slowed to 10.2 million square
feet (MSF) in Q1 2015, with 10.3 MSF of positive absorption in
the U.5, and slightly negative absorption in Canada. Howaver, the
real story this quarter was the virtual halt in .S, CBD absorption,
while nearly 10 MSF of ahsorption registered in the suburban
market, in which the recovery has been gaining traction after
lagging the CBD market coming out of the recession.

The amount of office space under construction ticked down
slightly in Q1 2015, as constructicn aclivity decreased in the U.S,
for only the second time during the recovery. The 16.0 MSF of
space that came online in the W.S. during the quarter was the
largest amount since late 2009,

Construction activity rernains highly concentrated in a small
number of markets, primarily those that have been leading the
national economic and office market recovaries. The top ten
markets accounted for 66.2 MSF, or 58%, of the 113.8 MSF of
office space under way in the U.S, and Canada in Q1 2015, maore
than deuble these markets’ 27% share of existing office inventory.

Investor dermand for U.S. and Canadian office properties from both
domestic and foreign buyers Is expected to remaln robust through
2015. Relatively strong, improving market fundamentals, coupled
with attraciive yields compared with other investments should
drive transaction valume in both gateway cities as well as the
resurging secondary and suburban markels.

000

Market Indicators s us.
Relative ta pricr period 012015 @2 2015*

CANADA
Q12015

CANADA
Q2 2015

VACANCY L > 2 4 4
NET ABSORPTION o o -— o
CONSTRUCTION ¥ & 4 4

+ *

Note: Construction is the change in Under Construction.
*Projected
**Rental rates for current quarter are for CBD. Rent forecast is for metrowice rents.

+ &

RENTAL RATE**

Summary Statistics, Q1 2015

North Arnerica Office Market

NORTH

u.s. CANADA AMERICA
Vacancy Rate 13.2% 8.5% 12.9%
Change From Q4 2014 0.1% 0,29 1.0%

{Basis Points)

Absarption 10.3 0.0 10.2
(Million Square Feet}
New Construciion 16.0 1.0 17.0
(Killion Square Feel)

Under Construction 952 18.5

113.8
(Million Sguare Feet}

ASKING RENTS wsp/can)
PER SQUARE FOOT PER YEAR

Downtown Class A $46.77 $50.65
Change From Q4 2014 1.9% 1.8%
Suburban Class A $27.58 $32,29
Change From Q4 2014 1.1% -2.0%
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2015 Qutlook

After Stellar 2014, U.S, Hotels Aiming for Encore in 2015

The U.S. hotel sector surges into 2015 riding robust economic growth that will raise accupancy, ADR and RevPAR above the lofty isvels es-
tablished last year. Room inventory will also rise through the rollout of new brands and expansions of existing flags, though supply growth is
not yet a significant hindrance to achisving greatar industrywide performance. Few signs have yet emerged of the indiscriminate and undis-
ciplined development that characterized previcus boom cycles and ultimately precipitated downturns in the industry. Despite an accsleration
in completions, demand will continue to grow, and many economiic indicators signal a continuing large contribution from business travelars.
Blevated new orders for goods and services and a high level of manufactured goods shipments signal further growth and additional spend-
ing on travel. Consumers will continue to enjoy the benefits of Inexpensive gas during 2015 and spend more freely on discretionary items,
including trips that include & hotel stay. By one astimate, lower gas prices will save the average household $750 per year to spend on other
items. An acceleration in wage growth from a subdued pace will also support additional spending.

The outperformance of the U.S. hotels relative to long-term trends will sustain a substantial infusion of debt and equity into the sector during
2015, For many hotet owners, the combination of climbing eccupancy and vigorous daily rate growth will increase RevPARs and enhance
praspects for transactions that meet pricing objectives. Select-service brands will likely remain at the top of investors’ target lists this year
as strong loyalty among travelers maintains elevated occupancy and revenues in these properties. Sourcing deals in primary markets wil]
remain challenging, diverting capiial to well-located hotels iIn secondary and even tertiary areas. In other segments, sales of upper upscals
and luxury hotels rose last year, and the performance on the highest rungs of the chain-scale ladder has proved durable, Frospects for fur-
ther improvements in occupancy and RevPAR loom as group travel strengthens. Additional transactions may ocour as a result, led by rising
interest among foreign investors. Debt providers, meanwhile, are abundant and motivated to gain marketshare for acquisition funding and

refinancing. Generally, borrowing terms ara amenable and similar to these in place prior to the downturn, though lenders remain selective
regarding sponsorships,

National Qutlook 2014 2015

= U.S, Occupancy Rate Rises. Full-year cocupancy wilt rise to onie of the highest lev-
els in 2015 since records started being kepl, Group demand will gain momeritum, ‘
supporting a 5.5 percent increase in the ADR. Annual RevPAR growth, meanwhile, Demand Growth 4.5%  25%
will moderate to 6.8 percent this year as supply growth accelerates.

Qceupancy 64.4%  B65.2%

Supply Growth 0.9% 1.3%
m National Economy Expands. Buoyed by greater optimism, U.S. amployers will add
more than 3.1 million workers in 2015, topping ldst year's total, Lower gas pricas wil Average Daily Rate $115.32 $121.68
- L} gt
lift consumer spending and contribute to robust hirng in mary fislds, including retal, Annual Change 4.6% 5.5%
distribution, food and beverage, and other service-providing businesses. In addition, RevPAR $74.08  $70.32

the opening of new propertiss will expand hotel smployment. Inflation, meanwhile, is

Annual Change 9 89
moderate but may intensily with a rate increase by the Federal Reserve. Y 8.8% 5.8%

m Liguid Debt Markets. Conventional lenders are competing vigorously to provide detat Revenue Growth 9.2% 8.1%

for acquisiticns and refinancing and, increasingly, are following borrowers into sec-

cndary and tertiary markets, For first-time buyers, though, the Small Business Admin- * Forecast
istration's 7A and 604 programs remain comimon Tfunding options. Sources: Marcus & Millichap Research Services, STR inc.
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—— U.5. Employment Trends ————
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National Economy

Vigorous economic growth lifted the performance of hotels nationwide in 2014, pro-
viding the sector a big push into 2015, Employers added the most jobs in any vear
sihce 1898 during 2014 and job growth was widespread, covering several employ-
ment sectors, Even govemment payrolls, which were a drag on the labor market
prior 1o last year, expanded in 2014, Slack in the labor market tightened over ‘he
course of 2014 but did not translate into meaningful wage and salary growth, Nev-
artheless, consumer spending reached an all-ime high and grew thraughout 2014,
and inexpensive gas [rices greatly aided the increase. Low-priced gas will persist in
2015, potentially disrupting economic growth in oil-producing regiens but providing
an immense lift to the overall U.S. economy through greater spending on discre-
tionary items such as travel, [n fact, for avery dollar that the prics of gas crops, an
additional $400 million per day flows into the U.S. economy thraugh an increase in
consumption. In addition to lower ransportation and material costs for businesses
relatec 10 inexpensive fuel, businesses entered 2015 optimistically.  Small busi-
ness corfidence Is near a post-recession high, and the number of private-sector
job openings, excluding accommodations and food services, is at the highsst lavel
during this expansion.

Occupancy Trends

All of the 25 largest markets in the U.S. recorded higher occupancy last year be-
hind demand growth of 4,9 percent, while rising room nights also drove oceupancy
higher in all other markets during the year. Fallowing a sluggish start, the expand-
ing U.S. economy drove outsize gains in occupied rooms over the second half of
the 2614, culminating in a large 5.8 percent jump in December, Occupancy that
maonth reached its highest level this century, nearing 53 percent. Additional growth
inroom demand will occur in 2015 as the economy expands and spending on travel
increases. A rise in ocoupanay, though, will be muted by higher hotal construction,
Nearly 120,000 rooms were rising netionwide at the end of last year, and a consid-
erable portion are concentrated in a few major markets. To dats, developers and
censtruction lenders have practiced responsible development, adding stock primar-
ily in those markets where multiple demand drivers exist and whers a segment of
rocm demand is unfulfiled. In New York Gity, for exampls, the additicn of hundreds
of rooms recenily has liberated demand that was not praviously servad. Cccupancy
in the market ticked up last year despite a hefty 5.5 percent rise in available reoms,
A continuation of the practice of buiding reoms in the markets most capable of
absorbing them, inctuding New York, will prolong the inclustry's currant upswing.

Revenue Trends

Property owners across the nation leveraged higher daily rates and surging room
demand to drive room revenus to a record level in 2014. Nationwide, ADR rose 4.6
percert, while RevPAR jumped 8.3 percent, reflecting substartiial gains in the 25
largest markets. Nashville, with a 19 percent surge, was one of 12 of the top 25
markets o register double-digit RevPAR growth in 2014, more than twice the num-
ber of markets achieving that distinction in the prior year. Nationally, and In many
markets including Nashville, RevPAR growth will modarate in 2015 as new proper-
ties are placed in service, Dally rates, however, will increase at a faster pace than
in 2014, Similar to last year, when ADR growth accounted for mos: of the gain in
room revenue, property owners will continue to employ greater pricing power, driv-
Ing higher top-line growth without incurring additional occupancy-driven exXpenses.
Generally, many property owners will enjoy greater leeway to raise rates, and rmany
will gain acded momentur in 2015 as corporate travel remains elevated and group
demand gathers momentum. Starwood Hotels, for one, projected a double-digit
percentage gain in group bookings for 2015, and other hotel companies were also
tracking greater group volume during the year.
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Investment Trends

The hotel investment market continued to expand in 2014 as investors broadened
searches 1o encompass a greater number of properties in a wider array of markets.
Flows of debt and equity intensifled, fueling sizable gains in deals and dollar volume
over the prior year. Gollectively, flagged hotels accountad for 66 percent of all U.S.
hotel sales in 2014, marking a slight gain from one year earlier, Roughly 45 percent
of deals involved economy and midscale brands, In these segments, lower prices
provide a convenlent entry peint for small owners seeking to expand existing port-
folios, and capital crossing over from other property types. The percentage of sales
aitributable to the select service tranchs, comprising upper midscale and upscale
brands, dipped slightly last year despite a rise in transactions. Investors’ interest in
this seament of the market remains largaty undiminished, and bidding in 2015 in
this tier of the market promises te be lively. In addition, the proliferation of third-party
online booking and review sites continues to drive new business to independent
hoteds, litting bottom lines and enhancing the appsat of these assets to investors,
Recent soft-brand Initiatives, including the Autograph collection and Curio create a
potential avenue for established and weli-located independents to become partofa
brand's reservation system, potentially elevating a property's performancs.

Hotel Sector Spotlight: Property Location

High rates and occupancy, and numercus sold-out nights, continue to drive guests
unable te secure rooms in urban centers into suburban and airport locations. As a
result, occupancy and RevPAR growth has plcked up considerably over the past
two years at hotels in these locations. Overall, the performance of properties in sach
of the industry's location segments improved notably during 2014, Isd by gains at
alrpart hotels, Last year was the first since ihe racevery started in 2010 that airport
occupancy fopped oocupancy af urban hotels. RevPAR also-graw 9.7 percent, no-
tably exceeding the 7.3 percent gain at Urban inns, Alrmort hotels, whils sporting
high occupancy, continue to offer guests a significant price differential over urban
accommodations and will lure a steady stream of travelers on modest budgets in
the year ahead. The performance of tadging in suburban locations s also gaining mo-
tmentum and will likely encourage graaier interest among investors in the year ahead.
ReviPAR in the suburbs advanced .2 percent last year behind higher daily rates and is
up 15 percent over the past two years. Hotels on interstates, meanwhile, continue io lag
other locations., However, lower ges prices may encourage additional road trips in 2015
and provide a greater ift to the performance of these assets.

2015 National Forecast

Another year of strong occupancy, ADR and RevPAR gains are in store during 2015 for
the U.8. hote! market. Business room demand remains a driving force for the industry,
and forward-looking booking trends indicate that many businesses will increase travel
throughout the: year. Business-related group demand also continues te gain traction,
and the locking up of room blooks for large gatherings will smpower property owners
to re-price thelr remaining rooms more aggressively, in addition to these faclors, nearly
3 milion Americans gained jobs last vear, and many of these recent hires wil gain paid
vacation benefits during 2015. For the vear, occcupancy naticnwide will rise 80 basis
poinis 1o B5.2 percent. Room nights will climb 2.5 parcent, marking a moderation from
the robust 4.5 percent jump posted last vear, when economic growth shifted Into a
higher gear. Avallable rooms will increase 1.3 percent, primerily through new proparty
upenings, but also fram the re-openings of refurbished properties, While meny second-
ary and tertiary markets will not be unduly affectad by new supply, property re-cpenings
will nonetheless expand available rooms In those markets. Nationwide, revenue mea-
suras wilt also continue to grow. ADR will advance 5.5 percant to $121.68 dus to higher
transient and group-related room demand and underpin a 8.8 percent jump in RevPAR,

National Report | Quarterly Update

Chain Hotel Sales
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Capital Markets

By WILLIAM E. HUGHES, Senior Vice President, Marcus & Millichap Capital Gorporation

m The Federal Reserve is widely expected to hike its short-term lending rate curing
2015, An accumulation of pasitive economic trends during 2014, including an
accelerating job market and faster pace of GDP growth, continue to point to an
initial increase by the central bank by the middle of 2015. Against the backdrop
of arise in short-term interest rates during the vear, lenders continue to warm o
the hospitality sector.

m CMBS lenders are claiming a larger plece of marketshare and are competing

intently with local, regional and large national banks 1o extend credit for hotel ac-
quiisitions and refinancing. Minimum loan thresholds start at $3 rillion, with ratas
beginning at roughly 200 basis peints above the 10-year U.8. Treasury swap rate
for top brands in the largest markets, Well-sponsored deals Involving praferrad
brands in secondary and tertiary markets are also increasingly gsining favor as
investors shift from major markets in search of higher vields. Terms are five or 10
vears, and leverage does not exceed 70 percent,

w Local and regional banks will kean a maximum of $15 milicn for hotel trans-

actions, while large national banks range up to $30 millicn. For balance sheet
lenders, laverage on senior debt can reach 65 percent for the best transactions,
though seme lenders will stretch to 75 petcent for best-In-class assets and top
sponsorships. Cash-flowing assets elicit the greatest interest, while loan terms
vary from three 10 seven years at rates generally ranging from 150 to 250 basls
points above the corresponding U.S. Treasury vield or U.S. prime rate. Non-re-
course financing is available for qualified borrowers and in select circumstances.

Recent Marcus & Millichap Transactions

Hotal Name Siate Rooms
Holiday Inn & Suites FL 291
Dells Island Resort & Conference Center Wi 228
Ramada Hotel & Conference Center PA 218
Radisson Hotal MD 184
Baymont Inn & Suites FL 162
Hampton Inn’ FL i28
Hilton Garden Inn IN 122
Courtyard by Marriott AR 114
Holiday Inn X 108
Holiday Inn Express PA 108
Ramada Inn AZ 86
Holiday Inn Express OH 81
Best Western Inn & Suites TX 79
Comfort Inn & Suites ur 78
Fairfield Inn & Suites TX 62
TPC Piper Glan NC 18
TPC Michigan M) 18
Courtyard by Marriott AL 92
Holiday Inn Express & Suites TX 80
Country nn & Suites AZ 126
Holiday Inn Express Hotel & Suites TX 109
Hotel Harmosa CA 80
Springhill Suites uT 72
Fairfleld Inn & Suites OH 95

The information contained In this report was obtained from sources desmed to be raliable. Every effort was made to obtain accurate and complete information: however, no
representation, warranty or guarantae, express or Implied, may be made as to the accuracy ar reliability of the Information contained herein. ‘Sources: Marcus & Millichap
Research Services, BLS, BOG, CoStar Group Inc., Economy.com, Lodging Econcmetrics, Real Capital Analytics, Smith Travel Research, PKE Consulting, PWC
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Reis Glossary

Use this tool to find CRE related terms, and

their corresponding definitions, as they are Apartment Cap Rate Trends
used in our reports. The mean cap rate increased by 20 basis points during the second quarter to 6,6%, The
Select or Type a Term... v

mean cap rate is now onh a bit of an upswing after bottoming out at 6.2% during the first
guarter of 2013. Although the mean cap rate has fluctuated slightly since that time, an
increase of 40 basis polnts is not insignificant. Moreover, if we look at the 12-month rolling
cap rale, this also Indicates that cap rates in the market have bottormed out and are trending
upward, The 12-month roiling cap rate was virtually unchanged at 6.5%. Does this mean that
pricing in the apartment sector is reversing course? Not really. What has occurred over the
last year and a half is that the composition of properties that are changing hands has shifted
stightly. Over time, a wider swath of the market has been frading hands - more deals of
lower guality and more deals in secondary markets are occurring, Because these deals trade
atsomewhat higher cap rates the affect is to pull up overall market cap rates. However, cap
rates on the highest-quality deals are still changing hands at incredibly low cap rates so
there is no respite there. Soin a counterintuitive way, market cap rates are actually rising
hecause good deals are so heady, forcing investors chasing yield into further reaches of the
market. Once this expansion is complete, expect overall market cap rates to drift lower again
as pricing for those cther deals heats up too,

Office Cap Rate Trends

During the second guarter, the mean office cap rate decreased by roughly 20 basis points to
6.7%. Once again, the office market reached a new post-recession low for cap rates, The
mean office cap rate is now roughly 160 basis points below its cyclical high of 8,3% which
was attatned during the first quarter of 2010 just after the economy began to recover, Unlike
the apartment market, transactions in the office market remain rather concentratad in a
small number of key markets. As demand for assets in these markets rermains robust, pricing
continues to increase putting downward pressure on cap rates. There remains relatively littie
interest in lower-guality deals and secondary markets these days, although some rumblings
about those properties occurs from time to time, But it is mostly just chatter and not any
meaningful change. Although we ultimately expect transaction activity Lo spread to 2 greater
number of markets that is geing to take some time to occur. Far now, with the recovery in
office-using employment remaining concentrated in a few key industries, do not expect the
composition of office preperties that are trading to change much in the near-term. That wili
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mean continued downward pressure on cap rates over the next few years, at a minimum.
And as the economy heats up, the office sector will become a more favored property type by
investors.
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Retail Cap Rate Trends

The mean retait cap rate during the second guarter was largely unchanged, hovering around
8%. The mean cap rate has skipped off the bottom that it reached during the fourth quarter
of last year. This marks a reversal of the trend in retail cap rates since they began recovering
in mid-2070. However, a note of caution is necessary - yes cap rates are up a bit but only
over the last two gquarters and we have seen this story before. There are numerous instances
over the last couple of years when cap rates appeared to be heading upward, only to decline
once again. Generally speaking, retail remains out of favor, That doesn‘t mean that investors
aren'tinterested in compelling assets, However, due to the overbuilding that accurred in the
decade before the financial crisis, many parts of the country are chronically oversupplied
with high vacancy rates. This centinues to force investors to be incredibly cautious and
selective about doing retail deals. However, we mentioned earlier in this presentatian that
demand has been recovering, though masked by the overhang in supply. With construction
for retall virtually nonexistent, the improvement in fundamentals will spur greater interast in
the retail sector over time, An increasing number of properties will trade hands across a

hitp:ffuavw.rei sreports.comiresour ces/cre-news- and-updates/apartment/q 2-2014-cap-r ate-rends ?originid=10608utm_source= registereddutm_medium=emailg... 244
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widar swath of the market. However, some submarkets and neighborhoods are likely to
struggle for a long time, even as the overall market recovers. S0 be weary of the siren's song
of high cap rates - as | am fond of saying, high cap rates exist for reasons. Same of those
reasons are cyclical and some are structural so he careful not to confuse the two, Some
mistakes were bullt to [ast. It's best to avoid those. But for those of you actively chasing vield
and looking for diamonds in the rough, the retail sector offers the greatest abundance of
those deals at the current juncture, Just be sure to thoroughly do your homewerk hefore
proceeding. What does the future hold for retail cap rates? Well, they are likely headed
dewnward again over the next few years with the economy and labor markets anticipatad to
continue their respective recoveries. Again, the environment is conducive to goad
opportunists, just be careful,
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Market Trends

The priciest markets have incredibly low cap rates, with Dallas office reglstering a scant 3.2%
cap rate. Aimost all of the markets in the top five across the major sectors were 5% or |ess,
demonstrating the premium that investors are willing to pay for what they feel are good-
quality assets, irrespectlve of the markets. | don't think that Richmond of Charleston is a new
epicenter of retall In the United States, but dearly some investors found very compelling
opportunities in those markets during the quarter, Markets at the bottom are stifl contending
with very high cap rates, even marginally higher than what we saw last quarter with the 12-
month rolling cap rates. One interesting note from the hottom, Detrait retail ranks among the
botlom five markets this quarter. During the last couple of quarters, it was bafflingly in the
top five markets. Though | mentioned that this was largely due to just a couple of small
centers that had changed hands, it is nonetheless inleresting to see that based on deals
traded during the second quarter it ranks in the bottom five,

Obviously, mean cap rates are somewhat more volatile than the 12-month rolling cap rates,
but using either metric we find that imarkets can frequently rise to the top or fall to the
bottom on the backs of just one or two deals because of the shallow trading market. And in
many markets the deals are of rather small size and value, which only exacerbates the
volatitity of which markets are high on the list and which are low on the list. This will abate
over time as investors become increasingly more interested in the retail sector - more deals,
more markets. For new, we should not expect much stability in these rankings, irrespective of
which cap rate we examine, although that itself is useful infermation,

How do these trends compare to your metro area or specific properties of
interest? Run Sales Comparables for a benchmark rate of comparison to
your market and comparable properties,
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WHAT IT COSTS TO BUILD AN OUTDOOR
BILLBOARD SIGN

i1 By Frank Roife

A frequent question we get al OBUniversity.com is what billboard signs
cost to build. That question is a little like asking “how many shingles
does it take to cover aroof?” - it completely depends on the type of
biflboard that you are constructing, And, as in most things in life, you

get what you pay for.

The cheapest signs to construct are made of
wood

Wooden billboards can be found alt over the U.S. The industry began
with wooden construction, and much of it has returned to these early
roots. To build a wooden sign, all you need are telephone poles, some 2"
x4’s and some plywood. You: put the poles in the ground, nail 2"x 4"
“stringers” harizentally to connect the telephone poles, and then nail
sheets of plywood on top of the stringers, to create the advertising face.
Then you wrap the vinyl advertisement over that fact. Traditionally,
wooden signs do net contain catwalks {ledges you walk around on),
ladders or lights. They are stripped to the bone, to provide the lowest
cost possible, Since they are made of 4' x 8 plywood, the signs are
normally-either 8 or 12" high by a number divisible by 4 wide {maybe
24' to 32’ side).

These types of signs can cost between $2,000 and $10,000 to build,
based completely on the height and size.

bt obuniver sity.comvarticles/how- to-determine-what-it-costs-to-build-an- outdoor-billboard-sig n.php 175
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and require a large amount of electricity. Se you are basically taking a
monopole structure, and adding the mest expensive advertisement
defivery system on earth, These types of billboards can run, for two

LED faces, up to $1 million.
Now you know the answer

Billboards can range in price from $2,000 to $1 million. That's a pretty
hig gap. It's 100% based on the type of sign you are building, from the
simplistic wooden killboard to the ultra-sophisticated LED. Many
billboard companias operate a range of signs, from the cheapest to the
most expensive. The important point is to malke sure that you select the

correct sign structure for your application.

Where can you get more information?

There are sign fabricators that you can find on Google in almost every
area of the US. There are also national sign manufacturers, such as
Keeler lron Works, that ship to all 50 states. Fabricators are like signs,
though - they alse ranga from cheap to expensive. You need to not only
make sure you match the sign to the application, but that you match the

sign fabricator to your budget, as well.
Conclusion

Billboard construction companies will need direction from you on the
type of billboard to build. There are many types on the menu, and you
need to make sure that you have a handle on what it costs to putup a
billboard so that it meets your budget. Otherwise, you will spend too

much, or instzll a sign that Is ineffectual and hard to rent.

By Frank Rolfe
{http:/ /www.obuniversity.com/about-us.php)

Frank Rolfe started his billboard company off of
his coffee table, immediately after graduating
from college. Although he had no formal training
] on the industry, he learned as he went, and
developed his own unique systems to accomplish things, such as
renting advertising space. Frank was former|y the largest private
owner ef billbeards in Dallas/Ft. Worth, as well as a major player
in the Los Angeles market.

hitp /A, obuniver sity.com/articles/how to-determine-what-it-cos ts-to- build-an-culdoor- il lhoar d-sign.php




62412015 Whet It Caosts To Build An Outdeor Billboard Sign - Quidoor Billboard U niversity

After a half a century of combined vears in the real estate business,
OBUniversity.com is the only nlace that will give you the good, bad and
the ugly details on Outdoor Billboard Investing.

Phone: (Phone Number} (855) 879-2738
Email: (Email Address) brandon@creuniversity.com

Address (Headquarters)

110 NW 2nd St,
Cedaredge, CO 81413

POPULAR ARTICLES

How To Buy An Outdoor Billbcard

{http://www.obuniversity.com/articles /how-to-buy-an-outdoor-
billboard.php)

How To Determine What It Costs To Build An Qutdoor Billboard Sign
thttp://www.obuniversity.com/articles /how-to-determine-what-
it-costs-to-build-an-outdoor-billboard-sign.php)

How To Build Your Retirement With A Pile Of Wood
{thttp:/ /A www .obuniversity.com/articles /how-to-build-your-
retirement-with-a-pile-of-wood.php)

JOIN CUR MAILING LIST

Join our mailing list and receive a free boolk titled " 10 Things You Need
To Know About Billhoards".

ST First Name

O Last Name

M | Email Address
http:/Awvan. obuniversity.convarticles/how-to-determine-what- it- costs-to-build-an-cutdoor-bil board-sig n.php 45




