BANKRUPTCY
INSTITUTE

@AMERICAN Annual Spring Meeting

Commercial Real Estate Update

Z
O
v
L
L
n
>
(2 4
<
y 4
w
-
(a B

Bradford J. Sandler, Moderator
Pachulski Stang Ziehl & Jones | Wilmington, Del.

Matthew Bordwin
Keen-Summit Capital Partners | New York

Craig T. Lutterbein
M&T Bank | Buffalo, N.Y.

Jennifer D. Raviele
Kelley Drye & Warren LLP | Chicago



AMERICAN BANKRUPTCY INSTITUTE

commercial Real Estate Market

April 25,2025

Moderators
Bradford J. Sandler — Pachulski Stang Ziehl & Jones

Speakers
Matthew Bordwin — Keen-Summit Capital Partners
Jennifer D. Raviele - Kelley Drye & Warren LLP
Craig T. Lutterbein - M&T Bank

Ccommercial Real

Estate Market
overview

“IF e v are misne olid Sueianisi awal o miry
e busrness, fors .f.'.'.".l!.'."\..lnl-h'.-.-lrln'r_'.'. =

529



2025 ANNUAL SPRING MEETING

Chapter 11 Filings in 2024 Sector Activity

LEADERS:

1. Consumer Goods

2. Energy and Industrials
3. Real Estate
4

Healthcare B Conzumer goods

B Energy and industrials

W information technology

B Feal estate

B A other seciors
Healthcare

B Finansials

Source: PWC
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Source: CoStar (Deals over $10M; 4/5-star Multifamily over 50 units; industrial over 100,000 SF; 4/5-star office; retail deals over $5M.)
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CAPITAL PARTNERS

Sales by Property Category

2022 | . .. omee 2023 2024
Office 2% 5% ttfos el
Inustitsl i

Hotel Multifamily 24%

Hoted
1%

’ Niche
Wultitamily : % P
200 Mich# !

Reetuil
% % %

Note: Niche comprises seli-storage and data-center sectors

Source: Real Estate Alert, Green Street, February 25, 2025

Real Capital Analytics Commercial Property Price Indices US S e
Commercial property price indexes, January 2025

L Change in RCA CPPI January 2025
VN EFge 1o LY Tepr ST wp 18
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The index has posted three consecutive monthly increases, and in January pricesrose  +  APARTMENT: prices dropped 1.6% in January from a year earlier and rose 0.7%
0.5% from December, suggesting a faster annualized pace of growth of 6.5%. from December. The 0.7% rise on the month suggests an 8.1% annualized rate of
Since U.S. inflation peaked in mid-2022, rising borrowing costs, shifting market growth.
dynamics and evolving tenant preferences have driven uneven price paths across »  OFFICE: prices continued to post the most severe declines of any property
commercial real estate sectors. sector, falling 10.0% in January from a year ago and 0.6% from December. By
«  RETAIL: outperformed all property types over the past year, recording a 5.0% gain contrast, suburban office prices fell 1.5% over the last year and rose 0.1% on the
in January. The index rose 1.5% from the previous month, which when annualized month. Prices in the Six Major Metros fell 4.1% YOY in January, while the Non-
suggests a larger increase for the sector of 18.9%. Retail was one of only two Major Metros rose 0.8%. The non-major areas also eclipsed the major metros
property sectors to post annual growth in January. on a month-over-month basis.

+  INDUSTRIAL: rose 3.4% over the last year, marking the seventh consecutive month
of ebbing annual growth.

Source: “‘RCA CPPIUS Commercial Property Price Indexes” MSCI, January 2025
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Global Real Estate Investment by Sector (%), 2007-2024
Share of total investment
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e *Other includes healthcare, hotels & hospitality,
special purpose facility, infrastructure & energy and
o mixed-use sectors « Transactions $5.0+ million,
excluding land/development and entity-level deals
o

JLL Research, February 2025

Source: “Continued strength in transactions in Q4 2024: Global Real Estate Perspective February 2025” JLL Research

US property-price declines have moderated

« CPPI data for the U.S., which is finalized before
global indexes, shows a moderation in price
declines across most major property types. The
industrial market weathered the interest-rate
shock to pricing easily, with only modest drops in
2023, before surging into 2024 on the basis of
healthy income growth and strong investor

interest in the asset type.
0%

The office market faces stronger headwinds on
both of those measures, but even there, the
sharpest declines for U.S. offices came in late
2023, with the decreases moderating through
midyear 2024. The overall composite index
across property types for the U.S. was flat in the
second quarter relative to a year earlier.

%

1

5k

0% A" ’ If price declines are stabilizing, does it mean that
\ F all the storms from 2020 are in the past and
c \\ ¥, smootbh sailing is ahead? Not necessarily, as there
b% s o are always other challenges on the horizon. In
early August, fears over U.S. job growth led to
% concerns about a hard landing for the global
14 HiE 15 Hy 18 14 an a1 L | =4 economy. Such a hard landing would likely again
erode demand for real estate but possibly drive
& Office & Retall & Indusarial & Apariment Hoted lower interest rates and mortgage rates, perhaps
allowing some property owners to refinance
Araval changd in RS commecia-pronary prce inderes (RCA OPF), Data as of Juiy 25, 2024 expensive loans. Still, the global commercial-real-
estate markets have endured a difficult period
and there were glimmers of good news in the
second quarter.

nd
n3

Source: “Real Estate in Focus: Signs of Recovery After the Shocks,” MSC/
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Property Prices Up More Than 3% This Year L LUERTL

The Green Street Commercial Property Price Index® increased 1.6% in August. The index - a measure of
pricing for institutional quality properties - is up 3.3% this year.

=]

Source: https://www.greenstreet.com/insights/CPPI

,, N KEEN-SUMMIT

Distressed Rates by Real Estate Type

From CRED iQ:

» The overall CRED iQ distress rate added 40 basis points and
crossed into double digits for the first time this year at 10%.
On a positive note, four of the six major property types that
CRED iQ tracks saw decreases in November. The November
print represents the third consecutive record high for the
index. CRED iQ’s specially serviced rate added 40 basis
points to 9.1%. The CRED iQ delinquency rate rose from 7.2%
to 7.8% in November.

* The office sector reached a new high this month as it jumped
70 basis points to 15.5%

Source: Cred 1Q
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CAPITAL RARTNERS Lic

Commercial Property Pricing

As of February 2025, over the past twelve months, the all-property index has increased 4.5%

Change in CPPI Values by | Index Past12 | Recent
Property Type Value Mos Peak

Green Street Commercial Property Price Index (“CPPI")

0 All Property 127.3 5% -18%

Core Sector 128.2 6% -20%

L Apartment 153.4 12% -20%

Industrial 215.9 1% -15%

" Mall 913 7% 6%
Office 72.6 -1% -36%

Strip Retail 116.4 7% -12%

Data Center 109.7 5% -15%

= + 2 i chage et ma | = Health Care 1254 4% -17%
e Lodging 102.5 -3% -10%

ag Manufactured Home Park 2785 1% -14%

' RN : ' Net Lease 943 0%  -19%
Self-Storage 2421 -2% -23%

Source: Green Street Commercial Property Price Index. as of February, 2025

" KEEN-SUMMIT

TAL PARTNERS Lic

Industrial
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Industrial vacancy rate rose to the

highest level in a decade

» Ten consecutive quarters of U.S.

Net Absorption, Deliveries & Vacancy industrial vacancy rate increases have
200 % shifted market conditions more in

G g0 [ tenants' favor and it could be another
© 160 |- x\x_. . ) 12 to 18 months before owners have

= \‘“H.,\ ! ] the leverage needed to raise rents at a
- 120 B N o more aggressive pace.

B 100 I 2 » Potential for the national vacancy rate
S g ! - g to peak in late 2025 or early 2026

_ & L g B N » Recent construction starts at 10-year
40 i | 1] ! lows

< » l | Il’ Ib |II | ‘M i i 'I|l|] > Year-over-year rent growth has

“ o kR | | ! | I L I | | slowed to 2.3%, the slowest level since

14 15 16 17 18 19 20 2012
mm et Absorption SF mm et Dalivered SF =—facancy Rata

Source: CoStar

CAPITAL RARTNERS Lic

FEon . it » Industrial sales topped $65 billion in
b e 2024, up 10% from the year prior
150 » Deal flow also turned around, with
11,766 transactions outpacing 2023's
o production by 6%
530
20
$10
it 8]

Source: CoStar
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Recent spec construction has pushed @ eev-som

Sty S/ ELIY JUIIIET

logistics vacancy higher

Vacancy Rates

12%

Overall —Logistics —Flex — Specialized

Source: CoStar

N e sunT

Industrial construction starts have plummeted

Under Construction SF & Construction Starts SF
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S 600

P J S S A —

= 300

S 200

e 1111111

09 10 " 12 13 14 15 16 17 18 19

45 JO SUOII U1 SUELS UONSNISUO

Und
g

mm Under Construction SF —Construction Starts SF

Source: CoStar
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Industrial rent growth stalls as occupancy declined

Annual Rent Growth

12% 7 ¢ T

10%

8%

6%

* 14 15 16 17 18 19 20 21 22 23 24
= Overall —Logistics — Flex —Specialized

Source: CoStar

N e sumn

While sales prices plateau amid higher interest rates

Transaction Price Per SF & Market Price Per SF

$175

$150

$125 |

$100

14 15 16 17 18 19 20 21 22 23 24
—Transaction Sale Price Per SF ——Market Sale Price Per SF

Source: CoStar
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NET ABSORPTION, NET DELIVERIES & VACANGY

=L i Forecast m—
40 T~ l 5.0%
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Source: CoStar 20
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Announced store closures hit highest level since 2020 ="

Aldi | i : ' 600

Walgreens
Dollar General | : = 580 Big Lots
Dollar Tree | ; ; 530 Family Dallar
T-ElevenUS | I '_ 425 Party City
Target |——:; 300 Conn's/Badcock
Wawa | 80 RueZ1
Skechers 25 Advance Aulo
Five Below [IRRMMIIN 225 7-Eleven US
Autozone | 220 3T 99 Cents Only

Ace Hardware | 200

O'Reilly | 205 -365 _ American Freight

Burlington | 200 -215 - LL Flooring
Ut | : ] 200 150 [l kevy-vioore

Tractor Supply | 170 -150 - Macy's
Acadermy | T 10 125 ] express
] 100 200 300 400 500 600 700 -1.400 -1,200 -1,000 800 600 -400 -200 0

ng plans announced during the period regardless of the st

ening or closing date 21

" KEEN-SUMMIT

CAPITAL RARTNERS Lic

Rising tide of retail demand is no longer benefiting all markets

Austin | : ' : | H05 Milwaukee
Nashville | ; | 0.91 Columbus
Jacksonville | : : 0.99 Washington
Kansas City : : : 317 Atlanta
; '
Indianapolis 117 Orange County
Miami | I S 1.00 San Diego
Dallas | : - ] 2.71 Portland
 —— — ) )
Tampa 0.54 Philadelphia
Saint Louis 0.66 Inland Empire
Houston | : !1_13 Seattle
. et | "
Frovidence 0 r“,;; Cleveland
L | . | 1 ]
Cincinnati J 068 Los Angeles -{.97 |
0.0% 0.2% 04% 0.6% 0.8% 1.0% 1.2% -0.5% -0.4% -0.3% -0.2% -0.1% 0.0% 0.1%

Juarter absorption in millions of SF
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Retail Market Under Supplied

Availability Rate
14%

12%

10%

8%

2%

[ + + y t $ + + y i $
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
—Paower Center ——MNeighborhood Center —5Strip Center  —General Retail

Source: CoStar 23

I told pou we were in troubie financially.
Our building has been repossessed. ™
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NYC Rush Hour Morning Commute e

Difference of 10 Months

Monday Morning NYC Subway Photo Monday Morning NYC Subway Photo

May 6, 2024, 8:46 am March 17,2025, 8:33 am

Southbound #1 Train at Cathedral Parkway Station Southbound #1 Train at Cathedral Parkway Station

(G
Office Buildings: In-Office Attendance Trends =~

BACK TO WORK BAROMETER 10-CITY DAILY ANALYSIS
Weekly Occupancy Report from Kastle Access Control System Data Return to office rates vary significantly over the course of the week
IPAHCY OVER TIME - MARCH 4, 2020 TO MARTH S 2025 Felwairy 27, J035 - March §, M35
it g Py il Pl i O gt Dy of ek
i et EELLY LY
Hewtion mrry “um s
allin et P T,
e b WeETE LY T
e B Hiw Tk matey TS i
iy :-_-' Ii emy b | R Y — s »
. | -‘_ -\f—? i i,
i ,h x. r‘ H ” y e P = ST ———
*f i 'T 1 o | A o | e
Lr ’ Liw Ringeiei mvets s i :_;':_:::
I .-:-I ot | Philndriphis met s T s :'vr‘-":";::::
o Wi San Frarcinos metro L E £l
o rm o, = 2
Source: Kastle, As of March 5, 2025 2%
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Kastle Systems' Weekly Occupancy Data: @ weer-sumim

Back to Work Barometer

PEAK DAY HYBRID INDEX

. . . As of March 5, 2025
Hybrid work patters reveal office occupancy varies throughout the s oriare

week and typically peaks on Tuesdays » The weekly average occupancy reached a new post-
pandemic high this past week, rising six tenths of a
PEAM DAYE - RECENT FDUR WEEKS A THES TUESDAY point to 54.5%, according to the 10-city Back to

Work Barometer. Eight of the 10 tracked cities
experienced an increase or held steady, led by a 3.5-

e - " 2025 point increase in Austin to 64%. Only San Jose and
ﬁ Dallas saw a decline, falling 1.4 points to 51.8% and
two tenths of a point to 62.9%, respectively.
PR—— i
Source: Kastle 27

National Office: VKRN SUMMIT
Net Absorption, Net Deliveries and Vacancy Rate

Iy : .
N
0] ) s
= [ | e T + g rati gl FE 8 B 1 :
J @
= B % b
5 @
g (0 - = 3 ——— - 12% é‘
< 20) —= = i - 11% =
T — 7
=z e ri
(30) e | - 10%
(40 — %
(50} 8%

5booobobbobbbooocobbobbbb0g 3
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et Absorption = NMNet Deliveries ——Vacancy

Source: CoStar, Year End 2024
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Office: Net absorption flips positive for first quarter since 2021

Net absorption vs. change in availability

First quarter of positive net
absorption sinoe 2021

Mt sorpEion | changs in svaiabity {Lt.|

H2E Mgl Jeraa

Source: “U.S. Office Market Dynamics, Q4 2024” JLL

N e sumn

Office: Net absorption flips positive for first quarter since 2021

The office sector unprecedented
headwinds in 2024 and looming lease
expirations were a major forecasting and
risk management focus.

Aggregate Square Feel (Millions)

: “U.S. Office Market Dynamics, Q4 2024” JLL
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Fortune 100 Office Attendance Policies LA KEEN-SUMMIT

Hybrid employers still requesting more attendance

Q4 2022 ) Q4 2023 ) Q4 2024

COC

M Hybrid = Fully In-Office ™ Fully Remote ™ Team-Dependent/Othar

Source: “U.S. Office Market Dynamics, Q4 2024" JLL

31

Office Inventory Removed { )'f.E.Eﬂ'iUf',".M.'_[

New supply will become even more scarce in 2025

B Do enan e o ffice Recs aismment i
A0 0 D00

30000000 w1

40/ AN =L

T |
= - A

Source: “U.S. Office Market Dynamics, Q4 2024" JLL
32

Total inventery removed

544



AMERICAN BANKRUPTCY INSTITUTE

2025 Office-to-Apartment Conversions

Pipeline: 28% Growth Y-0-Y

* The number of apartments set to be
converted from office spaces has
skyrocketed from 23,100 in 2022to a
record-breaking 70,700 in 2025.

« Office conversions now make up almost
_ 42% of the nearly 169,000 apartments in

future adaptive reuse projects.

Fipaline a1 the Swert of T35 T, 700 Glfice-to0- Apanimast Canversions

» Adaptive reuse of newer buildings (built
Pipeline ot the Start of 3034: 55330 OfMice 10-Aparmens Conrersars between the 1990s and 2010s) is on the
rise, increasing from 1.27% of past projects
to a projected 7% of future projects.

. F . : * The New York metro leads the nation in
future office-to-apartment conversions
with 8,310 units in its pipeline. It's followed
by last year's #1, Washington, D.C. (6,533
units), and then Los Angeles in third place
Keen-Summit Note: (4,388 units).

Despite the press around office to residential

conversion, the number of properties where this is even

possible is a very small percentage of office properties

Source: ‘Record-Breaking 71K Apartments Set to Emerge from Office Conversions” RentCafe, February 10, 2025

Changs ot Oifae1a- Tork 8l s
Ofce-1o-Apartmet Aparment: Pigedra Pizsine | Al Buliding Share of Gifcr1e: . . s . .

[T - Fipaling ma of 2615 ey Tyeas) Aparmamts as ol 2035 | 1N€ opt{mal candidates forofﬂce—tq—rgmdenpal
T s e = conversions are older, lower-end buildings with

hre ¢ nyiti = small floors (and high vacancy rates)
] Vamalwgion, OIC 1% 108 &
1 LEE o e % 4 a5 F ) .

e ¥ s Impediments:

1 hags L o L L - N L. R
- = Zoning and Political Impediments

[ TR 4 155 ¥ . . s

Ll . = Lack of surrounding residential infrastructure

" Allanin TIA L1 L N
3 Ny, N = ey = (parks, §choq|s, groceries, etc.)
' Charooe K LT L . Inner'—cny crime
v icrmedlOH 753 i a3 e = Physical issues: ‘
% Kansas Gy MO 167 1 00 1 o qu—operablgwmdows
W e, AT 1 6 o 131 - o Minimal exterior exposures
M Eeay o e an A o Huge retrofit costs (related to plumbing,
P yaTd 5 HVAC, elevators, electrical, etc.)
L Jacksorrde FL 1418 T %
B Denew £0 1204 il
L Orriedey, Wl 1204 1481% [ b2
T FIRASh, P 1 e 54N 1 4% .
' “_ g is _"_ il e - The data shows office-to-
L o i 2 - apartments currently under
B a2 rr s o 14 Al Lk construction, planned or
e s i . 1543 prospective.

Source: “Record-Breaking 71K Apartments Set to Emerge from Office Conversions” RentCafe, February 10, 2025 34
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Share of Future Conversions by Building Category """

Source: ‘Record-Breaking 71K Apartments Set to Emerge from Office Conversions” RentCafe, February 10, 2025

Multi-Family

"The buikiing Bas Been sali, I toe Bove aniy qoestions rgarding
r.-:lr..l.'.-- or f-.-n'.-:;,; Ay sl cal! BUT HEL frnaliorad,
Ninagraohs Readity, i Tadpe”
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Some cities and states saw major revisions N e sumn

to rent control laws in 2024

Some 305 localities have adopted a version of rent controls, including Los Angeles, Washington DC and NYC, where the prices of 960,000 apartments, nearly 1/3 of
all housing, is price-regulated.

California Rent Control Laws
* Rentincreases are limited to 5% plus the local inflation rate, or a 10% rent increase in 12 months, whichever is less.
« This applies to most residential rental properties with a certificate of occupancy 15 years or older (2009 or prior).
« Cities can create more restrictive caps.

New York City Rent Control Laws
* Property owners can now amortize up to $30,000 of repair costs over 15 years or up to $50,000 if the property was registered vacant in 2022, 2023, and 2024
or was previously occupied by a tenant for 25 years or longer.
+ The Good Cause Eviction Law changes:
o 30-to 90-day notices to tenants, depending on how long they have occupied the unit.
o Rent-stabilized units must receive a lease renewal option 90 to 150 days prior to the end of a lease or be notified of nonrenewal if the property
owner plans to use it for personal use.
o Rentincreases cannot go beyond 5% plus the CPI or 10% of the existing rent.
o Accordingto the latest rules, leases starting between October 1,2024, and September 30, 2025:
= Upto2.75% increase for a one-year lease
= Upto5.25% increase for two-year leases
= Under rent stabilization, you cannot have a lease beyond two years.

Washington D.C. Rent Control Laws
+ Asof 2024, rent is capped at the CPI plus 2%, or an increase of no more than 10% of the previous rent, whichever is less.
« Landlords also need to follow the cumulative two-year cap of 12%.
+ The required notice for rental increases is now 60 days instead of 30.

Source: “How New Rent Control Laws Have Changed the Landscape” US News and World Report February 21, 2025;
“Trump should put an end to rent control” Washington Examiner, March 17, 2025

Community Bank loans dives deep into loan @N ez som

CAPITAL RARTNERS Lic

performance of the multifamily sector

From CRED iQ:

* RED iQ’s data shows that over $6.1 billion of
community bank loans secured by apartment
buildings are delinquent.

* The $6.1billion of delinquent loans yields a
0.97% delinquency rate based on total
multifamily loan amount of $629.7 billion.

* The last time there was over $6 billion of
delinquent apartment loans held by community
banks was in March 2012.

* During the peak in the great financial crisis of
2008-2010, apartment distress totaled $12.7
billion in March 2010.

* At that time, multifamily’s delinquency rate rose
to 5.9%. It took about 4 years for the spike in
delinquency to drop back down to less than
1.0%.

Source: CredlQ
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FreddieMac Multifamily

CAPITAL RARTNERS Lic

Apartment Investment Market Index (AIMI)

118.2 The index increased over the quarter (5.3%) and over the prior 12 months (9.2%).
- The annual increase indicates that it may be easier to find attractive investment opportunities compared with the prior year.

5.3% N

Mapanal barke!

Lo

8.2% g —

by Wl
y
g slui

o

« -1.5%
2004 (32
a B2

Source: FreddieMac Multifamily — Apartment Investment Market Index

(OGS

. . ; . VA
Where multifamily construction declined most in 2024

Some of the largest declines occurred throughout California

P Change in
* Among the 69 largest U.S. e p Rank ;:tontstructlon
i e A arts
apartment markets, those ' .-
with at least 50,000 ! e ile o — 1- Little Rock, AR -100%

i 3 o 4 . 0,
apartment units, nearly . 3 . 2-San Francisco,CA  -92%
75% recorded a decline in { .’ . 3-Fresno, CA -87%
construction starts . o ] 4 -Richmond, VA -83%

. 5-Tucson, AZ -82%
6 - Portland, OR -77%

B . ’ . 7-SanAntonio, TX  -76%

8- Inland Empire, CA  -70%

9 - Indianapolis, IN -70%

- . 10 - Hartford, CT -65%

7 ! 11~ Detroit, MI -63%
. g ™ L o . 12 - Memphis, TN -62%

13 - Jacksonville, FL -62%
14 - Sacramento, CA -61%
15 - Minneapolis, MN  -61%

Source: “Where multifamily construction activity has decreased the most” CoStar, March 17,2025
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National Rent Report e e

National rent index flipped back to positive month-over-month rent growth, increasing by 0.3 percent in February following six straight monthly
declines. Year-over-year growth also remains negative at -0.4 percent, but is slowly inching back toward positive territory. In dollar terms, the
national median monthly rent now stands at $1,375, up $4 per month compared to last month, but down $5 compared to February 2024

Manthly Chonge In Mational Rent Index (2019 - Present) Apartrment List National Vocancy index (2019 Prosent)

U Al kel 0% i

i oty 055 - e
il — "——'_f x-""\\ e -t
M, o ol
. | | : il h, || N

III' III I||‘I

]

o
ol =x = o b e oo}

B, Bt |l Pt il

[T I P S, FUR— A eartrrent [ Lst oot e S PR TSP L A wt Cf s
Rents are up 0.3% month-over-month, down 0.4% year-over-year Multifamily vacancy rate hits 6.9%, a new peak

Source: “National Rent Report” Apartment List, March 2025

41
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CAPITAL PARTNERS LiC

Apartment supply continues to outstrip demand

Absorption, Net Deliveries & Vacancy Second strongest year for
demand on record
300 .
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Source: CoStar
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New supply pushes 4-Star vacancy higher; f\l EEN-SUMMIT

T CAPITAL FARTNERS LiC

5-Star vacancy cools

Vacancy Rates
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Vacancy rates spike in Sun Belt as
new supply exceeds demand

Vacancy Rate
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Multifamily construction starts have

pulled back sharply

Under Construction Units & Construction Starts Units
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Which will bring relief on the supply-side in coming quarters

Net Delivered Unils
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Volume is down but capital is still willing to transact

Total Sales Volume
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Market pricing levels off as transaction prices tip higher

Transaction Price Per Unit & Market Price Per Unit
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Healthcare

Senior Housing Drivers: AEEN SUMMIT

Demographic growth and the 'silver wave'

Senior housing investment volumes accelerated in 2024 Aging U.S. population and demand for senior housing =
400 bty Rising demand for seniors to relocate closer to their
families.
R Highlights:
[ ] « $5.5Bin property sales in 2024
E SERE LR, * Q4 2024 was the strongest since 2021($1.9 B)
- « $3.5Bin property sales in 2023
i * Not as high as the all-time high in 2021 of $6.6B
g st « 27 senior housing transactions in the U.S. over $50
3 million, mostly portfolio deals
* One of the largest was Morgan Stanley’s
purchase of eight senior housing properties in
Maryland, Pennsylvania and Rhode Island in
November for $315 million, roughly $265,000
i per unit
£ gt ‘sﬂ' ‘-y’ -\r i G P g D PP « Cap rates are generally higher for senior housing
- ‘; &g d & & of o '-'? S deals than in the multifamily space, with transactions
) ) ) o oy o ) ) over $10 million typically pricing in the low-7% to
Note: The senior housing segment includes assisted living, memory care and continuing care retirement properties mid-9% range in 2024.

Source: “Demographics fuel surge in senior housing investment” CoStar, February 2025
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Polsinelli | TrBK Distress Indices (N Keen-summT

Health Care Services Distress Research Index
(subset of the Chapter 11 Distress Research Index)

Health Care Services: Distress Research Index by Geography

f" . e T —

The percentage breakdown of —— ¢ o
index filings for the current period ] - 4 ==
by geographic region is:

CESCRADHIC RECICS

Source: “4th Quarter 2024 Chapter 11, Healthcare, And Real Estate Distress Indices” Polsinelli | TrBK Distress Indices” 4t Quarter 2024

Polsinelli | TrBk Distress Indices Ve SUMMIT

Health Care Services Distress Research Index
(subset of the Chapter 11 Distress Research Index)

Health Care Services: Distress Research Index Change in Geographic Distribution Since Benchmark Period

Looking at the
difference in geographic
breakdowns of index
filings now versus the

benchmark period of ,'r X
fourth quarter 2010, the '}'2 13% j_-l ft CAGENAPHIG BpCHTHE
relative change versus e \ =
the benchmarkis: \ L e "
: L
-

The Southeast has seen the largest increase in health
care filings since the benchmark period.

Source: “4th Quarter 2024 Chapter 11, Healthcare, And Real Estate Distress Indices” Polsinelli| TrBK Distress Indices” 4th Quarter 2024
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i i i 1 %
Medical Outpatient Buildings (MOB) 272"

Medical Outpatient Buildings (MOB) Under Construction & Hospital Campus Adjacency

Highlights:

» Annual MOB construction deliveries have been consistent over the
past decade, demand has remained strong and is expected to
increase in the near-term. CBRE expects that occupied MOB space
will reach a record amount over the next year.

* The average size of a hospital-adjacent MOB is 66,900 sq. ft.,
allowing major healthcare centers to move outpatient
services to off-campus facilities that are within walking
distance of their primary hospital.

n 80% of new medical outpatient buildings are being
developed farther away from hospital campuses in residential
and retail districts. This allows institutional and private
medical practices to bring healthcare closer to patients and
can appeal to smaller and more specialized practitioners.
Labor availability remains problematic for the U.S. healthcare
system, contributing to a growing focus on new technologies
like artificial intelligence to fulfill certain roles and help

» Hoapital Acguoent w Mo Haspasl Adjecent alleviate pressures on the healthcare workforce.

Source: CBRE Econometric Advisors, CBRE Research, Q12024.

Source: “2025 U.S. Healthcare Real Estate Outlook” CBRE, November 12, 2024

Healthcare Leasing Activity

Healthcare System/Hospital Leasing Activity by Intended Use

Highlights:
prr— * Healthcare systems have accounted for 31% of all leasing activity
by healthcare-related businesses since 2019.
Large transactions for dedicated administrative space, which
accounted for more than 2.2 million sq. ft. or 67 % of the total space
leased by healthcare systems in 2019, dropped to 700,000 sg. ft.

| . r— 55 per year on average between 2020 and 2023.
E5

i Conversely, space leased by healthcare systems for patient
o services rose from 1.1 million sq. ft. in 2019 to 1.2 million sq. ft.
0 1! annually on average between 2020 and 2023.

Source: CBRE Research, Q2 2024.

Source: “2025 U.S. Healthcare Real Estate Outlook” CBRE, November 12,2024
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Healthcare Leasing Activity

New Healthcare Leasing by Occupier Type

Highlights:
Overall healthcare leasing activity remains below pre-
pandemic levels, due in part to the absence of large
healthcare systems signing leases for administrative space.
Non-patient-facing operations dominated healthcare real
estate requirements before the pandemic but have since
been reduced due to the rise in hybrid working
arrangements.
As of Q2 2024, healthcare leasing was 72% of the 2019-to-
2023 quarterly average. However, independent healthcare
providers, including private medical practitioners, surgery
centers and unaffiliated urgent care providers, grew their
share of overall healthcare leasing.

Source: CBRE Research, Q2 2024.

Source: “2025 U.S. Healthcare Real Estate Outlook” CBRE, November 12, 2024

Healthcare Leasing Activity

Average Lease Sizes by Healthcare Occupier Type

Highlights:
 Average lease sizes for administrative purposes have
fallen by 37% to 53,900 from 86,100 sq. ft in 2019.
G000 B + Downsizing has been less severe for patient-facing
operations, ranging from a 5% drop for healthcare
systems to a 20% drop for private medical providers.

Source: CBRE Research, Q2 2024.

Source: “2025 U.S. Healthcare Real Estate Outlook” CBRE, November 12,2024
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Healthcare Supply & Demand Forecasts

MOB Average Asking Rent & Vacancy Rate MOB Triple-Net Asking Rent

Source: CBRE Research, Q2 2024.

Highlights:
« Triple-net asking rents increased by 1.4% year-over-year in Q2 2024 to a record average of $24.86 per sq. ft.
* Vacancy fell by 4 percentage points from 2010 to 2023 and has since been moderating.
* Rent growth of between 1.4% and 1.8% is expected over the next two years, while the vacancy rate is forecast to fall below
9.5%.

Source: “2025 U.S. Healthcare Real Estate Outlook” CBRE, November 12, 2024

Healthcare Supply & Demand Forecasts

MOB Construction Completions & Net Absorption Top 20 Markets for Forecast Absorption in 2025

il

Source: CBRE Research, Q2 2024.

Highlights:
» Demand softened in 2023 after six consecutive quarters of absorption outpacing completions

Source: “2025 U.S. Healthcare Real Estate Outlook” CBRE, November 12,2024
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Healthcare Supply & Demand Forecasts

MOB Construction Completions & Net Absorption Top 20 Markets for Forecast Absorption in 2025
| ‘Jlll‘l‘ll] ;]J‘I IJ‘]IIJI_J ] =)
Fosiimed §

Source: CBRE Research, Q2 2024.

Highlights:
» Demand softened in 2023 after six consecutive quarters of absorption outpacing completions

Source: “2025 U.S. Healthcare Real Estate Outlook” CBRE, November 12, 2024

VReER-SummT

Concluding Thoughts
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Moderators

Bradford J. Sandler
Pachulski Stang Ziehl & Jones
Wilmington: 484.275.5442
New York: 212.561.7700
bsandler@pszjlaw.com

Speakers

Matthew Bordwin
Keen-Summit Capital Partners
Direct: 646.381.9202
mbordwin@keen-summit.com

Jennifer D. Raviele
Kelley Drye & Warren LLP
Chicago: 312.857.2501
New York: 212.808.7684
jraviele@kelleydrye.com

Craig T. Lutterbein
M&T Bank

Direct: 716.848.5528
clutterbein@mtb.com
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Faculty

Matthew Bordwin is a principal and co-president of Keen-Summit Capital Partners LLC in Mel-
ville, N.Y., where he is responsible for all aspects of business development and execution. He focuses
primarily on the marketing and sale of businesses along with the valuation, marketing and disposition
of real estate portfolios for healthy and distressed companies. Mr. Bordwin has nearly 25 years of real
estate advisory and transactional experience, which particular expertise in workouts and restructur-
ings, specializing in strategic planning, the sale of real estate assets and lease negotiations. He has
represented financial, corporate and retail clients, and in his more-than-21-year career he has worked
with well-known clients such as Arthur Andersen, Blockbuster, SunEdison, Fruit of the Loom and
Montgomery Ward. As a recognized expert on real estate restructuring issues, Mr. Bordwin is a fre-
quent speaker on industry topics and has been quoted in national and industry publications. He is a
former member of the National Board of Trustees of the Turnaround Management Association and a
former ABI Board member. Mr. Bordwin is a member of the International Council of Shopping Cen-
ters and the New York State Bar, and he is a licensed real estate broker, general securities representa-
tive (Series 7), registered principal (Series 24), securities agent (Series 63) and investment banking
representative (Series 79). He previously was with GA Keen Realty Advisors, KPMG Corporate
Financer and Keen Consultants. Mr. Bordwin won the Turnaround Management Association’s 2016
Transaction of the Year Award. He received his B.A. in 1991 from Tufts University and his J.D. in
1994 from Fordham University School of Law.

Craig T. Lutterbein is a senior vice president and associate general counsel with M&T Bank in
Buffalo, N.Y. He previously was a special credits unit officer with HSBC and a senior associate with
Hodgson Russ LLP. Mr. Lutterbein received his B.A. in political science and economics in 2006 from
Vassar College, and his J.D. in 2010 and LL.M. in bankruptcy in 2013 from St. John’s University
School of Law, where he served as associate managing editor of the ABI Law Review and on the
Problem Drafting Committee for the Duberstein Moot Court Competition.

Jennifer D. Raviele is special counsel with Kelley Drye & Warren LLP in Chicago. For 15 years,
she has helped clients around the country navigate their rights in bankruptcy and restructuring pro-
ceedings in the U.S. and abroad. In hundreds of retail and restaurant bankruptcy cases, Ms. Raviele
has represented the owners and managers of shopping centers throughout the country and addressed
the full spectrum of related issues, from lease assignments to rejections, from pre-packaged plans of
reorganization to structured dismissals, and everything in between. Since the enactment of subchap-
ter V in 2020, she has helped clients control their interests and assert their rights in these bankruptcy
cases designed for small business debtors. She advises clients on how subchapter V cases differ from
traditional chapter 11 cases, and how to protect themselves in this developing area of the law. Ms.
Raviele is a member of ABI, the International Council of Shopping Centers and the National As-
sociation of Women Lawyers. She is admitted to practice in Illinois, Michigan and New York. Ms.
Raviele received her B.S. from Fordham University Gabelli School of Business and her J.D. magna
cum laude from New York Law School, where she served as associate managing editor of the New
York Law School Law Review.
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Bradford J. Sandler is a member of Pachulski Stang Ziehl & Jones LLP’s Management Committee
and co-chair of the firm’s Creditors’ Committee Practice Group in Wilmington, Del. He has experi-
ence representing debtors, committees, acquirers and fiduciaries, including receivers and trustees and
other significant parties in interest in complex reorganizations and financially distressed situations,
both in and out of court. Mr. Sandler’s recent committee representations include Promise Health-
care, The Weinstein Co., Bon-Ton Department Stores, Woodbridge Group of Companies, Payless
ShoeSource, BCBG Max Azria, Aeropostale, The Sports Authority and The Great Atlantic & Pacific
Tea Co. (A&P). He also was lead counsel in the LifeCare Hospital case, which led to a substantial
recovery to unsecured creditors after making a new “class skipping” law in the Third Circuit. Mr.
Sandler has been listed in The Best Lawyers in America every year since 2013, and he is ranked
among Bankruptcy/Restructuring attorneys by Chambers USA. He regularly speaks on insolvency
topics around the U.S. Mr. Sandler received his B.S. and M.B.A. at Drexel University and his J.D. at
Temple University, where he served as executive editor of the Temple Environmental and Technologi-
cal Law Journal.
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