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MULTI-TENANT OFFICE

Overview | Multi-Tenant Office

After an encouraging fourth quarter of activity, the multi-tenant office sector saw
first quarter 2025's results fall back in line with reduced transaction volume as
seen in recent years. Sales volume dropped sharply quarter-over-quarter o
$10.6 billion. This figure represents a 44.4% decline from fourth quarter 2024
and a 15.8% decrease year-over-year, highlighting the sector’s ongoing
difficulties. Elevated interest rates, coupled with subdued tenant demand in @

Q1 2025 Investment Sales Volume $10.58B hybrid work environment, continue to weigh heavily on investor confidence and
g influence transaction activity levels.
Change from Last Quarter (Q4 "24) -44.4% Cap rates in the sector rose to 7.60% during first quarter — an eight-basis point
increase from the prior quarter and a 37-basis point rise compared to first
Change from Last Year (Q1 '24) -15.8% quarter 2024. Office cap rates are now 136 basis points above the market's low

point of 6.24% reported at mid-year 2022, illustrating how quickly asset
valuations have shifted.

Private buyers dominated first quarter activity. They accounted for 61% of all multi-
tenant office acquisitions, demonstrating their stronghold in this challenging asset
class. Institutional players followed with a smaller 17% market share, focusing
selectively on assefs in prime locations or with sirong tenant rosters. REIT acfivity

Q1 2025 Overall Average Cap Rate 7.60% was notably scarce at just 4%, which is consistent with their broader refreat from
the office market as lease-up periods and tenant retention rates remain
Change from Last Quarter (Q4 '24) +8 bps problematic.

Change from Last Year (Q1 ‘24) +37 bps High vacancy, s'igniﬁcqm'roﬂover ris|.< and looming debt moturities continue to be
key challenges in the multi-tenant office market. Many office owners are
grappling with refilling empty spaces, particularly as corporate tenants evaluate

downsizing opportunities to reduce their long-term real esfate obligations.

Looking forward, the market's recovery will depend on tenants’ leasing behaviors
and macroeconomic stability. With elevated cap rates creating potential entry
points for opportunistic investors and value-add repositioning strategies, there is
room for optimism. However, the near-term outlook remains very cautious as
economic pressures and evolving workspace frends shape the sector's frajectory.

MarketSnapshot
Source: Northmarg, Real Capital Analytics; analysis includes sales greater than $2.5m Multi-Tenant Office | 2
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MULTI-TENANT OFFICE

Investment Sales Volume (in millions)

Quarterly

S

Type Q12024 Q22024 Q32024 Q42024 QI 2025
Mid-Aflantic $1,537.30 $815.17 $806.91 $1,508.01 $925.05
Midwest $1,884.08  $100008  $94174  $1429000  $82877
Northeast $2,39673  $240061  $2,867.50  $5494.12  $2,632.38
Southeast $271281  $195235 $187789  $341099  $193899
Southwest $240877  $1,61090  $149666  $2592.86  $1,553.42
Waest $1,601.30  $2031.19  $352653  $4593.05  $2,697.13
Total $12,558.54 $9,819.29 $11,763.55 $19,028.03 $10,575.74
% Annual

Type 2021 2022 2023 2024 YTD 2025
Mid-Atlantic ~ $11,688.66 $848571  $476677  $4,667.39  $92505
Midwest $8,27527  $997548  $3,84363  $525491 $828.77
Northeast $27,395.58 $18911.54 $9947.01 $13,167.95 $2,632.38
Southeast $19,55586 $1691515  $7,66206  $995404  $1938.99
Southwest $17,97021 $17,45696  $7,52296  $8,109.18  $1,553.42
Waest $30753.82 $21,31645 $1041194 $1175206 $2,697.13
Total $115,639.41 $93,061.29 $44,154.37 $53,169.41 $10,575.74

Average Cap Rates

Quarterly

Type Q12024 Q2 2024 Q3 2024 Q4 2024 Q1 2025
Mid-Atlantic 8.17% 8.76% 8.24% 8.68% 8.57%
Midwest 7 .99% 7.89% 7.92% 8.02% 8.31%
Northeast 7.07% 7.09% 6.99% 6.93% 6.79%
Southeast 7.46% 7.66% 7.76% /.33% 7.33%
Southwest 7.40% 7.50% 7.93% 8.01% 8.21%
West 642% 6.65% 6.60% 7.23% 7.50%
Total 7.23% 7.36% 7.36% 7.52% 7.60%
?0 Annual
Type 2021 2022 2023 2024 YTD 2025
Mid-Atlantic 6.91% 7.10% 7.67% 8.68% 8.57%
Midwest 7.35% 7.38% 8.07% 8.02% 8.31%
Northeast 6.15% 6.30% 6.95% 6.93% 6.79%
Southeast 6.48% 6.55% 7.30% 7.33% 7.33%
Southwest 6.69% 6.46% 7.40% 8.01% 8.21%
West 5.94% 5.60% 6.21% 7.23% 7.50%
Total 6.40% 6.39% 7.10% 7.52% 7.60%
Market

Source: Northmarg, Real Capital Analytics; analysis includes sales greater than $2.5m; totals may not equal the sum of individual property types due to rounding
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MULTI-TENANT OFFICE 2022 2023

Buyer Distribution

Annual
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MarketSnapshot
Source: Northmarg, Real Capital Analytics; analysis includes sales greater than $2.5m; graphs may not total 100 percent due to rounding Multi-Tenant Office | 5
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