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State of the Market — Nashville 19Q2
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Employment Growth Remains Strong
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And Labor Market Is Still Very Tight
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Broad-Based Job Gains
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Office Job Growth Continues To Compress

gy, - Office Employment Growth (Y/Y)
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Income Growth Remains Strong

8% _Household Income Growth (Y/Y)
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Population Growth Still Strong, But Slowing
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Fundamentals
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Supply-Side Pressures Impacting Market
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Vacancy 5.8% 6.2% ﬁ

Net Absorption 313,000 SF 30,000SF 4
Annual Rent Growth 3.6% 3.3% i
Deliveries 190,200 SF 413,0005F
Under Consfruction 5.65 million SF 6.72 million SF ﬁ

Sales $286 million ($166/SF) $599 million ($223/SF)



Office Fundamentals
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Vacancies Ticking Up
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Vacancies Rising Across All Office Cohorts

149, .Vacancy Rate
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Sublet Space Reaches Cycle Record
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Availabilities Also Highest In Decade
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Aval

abilities Rising In Key Submarkefts
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Nashville Expanding Supply At Record Pace
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Spec Construction Dominates Pipeline
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Spec Additions Also Among Highest In Nation

Percent of UC Stock that is Available
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UC Stock focused along I-65, Downtown
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Submarkets With The Most Construction

Square Footage Under Construction
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Rise In Co-Working Space

Capitol View 18th & Chet

Delivered 19Q2 Delivered 19Q1

HealthStream: 87,000 SF EY: 63,000 SF

WeWork: 65,000 SF WeWork: 32,000 SF



Notable Spec Projects Across Urban Core

Gulch Union Broadwest Peabody Plaza

« Delivery: 2020
« 280,000 SF
« 100% Available

« Delivery: 2020
« 330,000 SF
« 100% Available

» Delivery: 2021
« 520,000 SF
* 100% Available






Rent Growth Outperforming Nation
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Major Submarkets Still Seeing Strongest Annual Growth

Y/Y Rent Growth
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Growth Across Nashville
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Flight To Quality Driving Class A Rent Growth

Rent Growth (Y/Y)

12% -

10% -

8% -

6% -

4% -

2% -

0% -

(2%) -

(4%) -
10 11 12 13 14 15 16 17 18 19+

m 3 Star m4 &5 Star

Source: CoStar End of 19Q1
*Y/Y as of 19Q1



Tightest Rent Spreads In Major Submarkets

Gross Asking Rent
Nashville - TN Metro
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Volume and Pricing Contfinue To Increase
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Same Store Series Also Increasing

Sales Volume (Millions) Price Per SF
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Downtown Already Set Annual Sales Record

UBS Tower Philips Plaza City Center

—




Suburban Stock Also Seeing Strong Pricing

Highland Ridge | & Il (1984)

Sale Price: $63.6 million (S186/SF)

Buyer: Innovatus Capital
Seller: Smith/Hallemann Pariners

Occupancy: 97%




Looking Ahead




Job Growth Projected* To Slow
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Vacancies Could Rise
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Rent Growth Flattens Out In The Forecast
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Summary 9.5 CoStar:

Local economy still very sirong

» Large amount of speculative supply delivering over next few years

« Strong demand drivers should keep office absorption siable

« Rent growth slowing, but stronger than national average

« |nstitutional investors continue to be atiracted to the metro
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These CoStar Market Analytics materials contain financial and other information from a variety of public and proprietary sources. CoStar Group, Inc. and its affiliates (collectively, “CoStar”) have assumed and relied
upon, without independent verification, the accuracy and completeness of such third party information in preparing these materials.

The modeling, calculations, forecasts, projections, evaluations, analyses, simulations, or other forward-looking information prepared by CoStar and presented herein (the “Materials”) are based on various
assumptions concerning future events and circumstances, which are speculative, uncertain and subject to change without notice. You should not rely upon the Materials as predictions of future results or events, as
actual results and events may differ materially. All Materials speak only as of the date referenced with respect to such data and may have materially changed since such date. CoStar has no obligation to update
any of the Materials included in this document. You should not construe any of the data provided herein as investment, tax, accounting or legal advice.

CoStar does not represent, warrant or guaranty the accuracy or completeness of the information provided herein and shall not be held responsible for any errors in such information. Any user of the information
provided herein accepts the information “AS IS” without any warranties whatsoever. To the maximum extent permitted by law, CoStar disclaims any and all liability in the event any information provided herein
proves to be inaccurate, incomplete or unreliable.

© 2016 CoStar Realty Information, Inc. No reproduction or distribution without permission.
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