Raleigh-Durham Office

Q32014 CBRE Global Research and Consulting
VACANCY LEASE RATES NET ABSORPTION LOCAL UNEMPLOYMENT
14.9% $§19.55 563,399 Sq. Ft. 5.0%

CONSTRUCTION ACTIVITY AND POSITIVE ABSORPTION
PUSH RATES LEADING INTO Q4 2014.

Economic Overview

Quick Stats
m Y-o-Y The Triangle office market continues At the close of Q3 average rates
Vacangy 149% f ' to perform admirably and recently- were $19.55 per sq. ft., a $0.21

commenced construction validates  rise from Q2’s rate of $19.34 per

Source: CBRE Research, Q3 2014.

Hot Topics

Class A remains in single digit
vacancy in most submarkets...now at

9.71% Marketwide.

Construction activity is heating up,
closing in on pre-recession numbers.

Rental rates are on the rise, while
concessions are shrinking.

The absorption of long-vacant Class
B space is beginning to have an
impact on the market.

North Hills Tower Two sefs a Triangle
high-water mark for asking rental
rates of $33.95 as it broke ground in
September.
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in vacancy rates, lend validity to the
argument that the market is close to
equilibrium. Although the Triangle
market grew by over 560,000 sq. fi.
in Q3, vacancy rates dropped from
15.5% in Q2 to 14.9% in Q3.

For the seventh time in the past nine
quarters, the Triangle had positive
absorption in excess of 200,000 sq.
ft., with over 560,000 sq. ft. of net
absorption in Q3 alone. The largest
and most active submarket, RTP/I-
40, has a Class A vacancy rate of
8.6%, and the overall submarket
experienced 266,766 sq. ft. of
absorption in Q3. Much of this can
be attributed to the delivery of the 6-
story, 245,352 sq. ft. Perimeter
Three Building in September, at
74% occupancy. Downtown Raleigh
benefited from the delivery of Citrix’s
signature  Headquarters,  adding
173,000 sq. ft. and roughly 700
employees to  that  growing
submarket.

The Triangle’s average rental rate
increased as owners of existing
product leveraged the higher rates
being quoted for new construction.

Lease Rates §19.55 t t the current strength of the market. sq. ft.  CBRE|Raleigh anticipates
Net Absorption 563,399 N N Overall  activity  continued  the  rental rates will continue to increase
sq.fr. momentum seen earlier in the year across well located submarkets as
Under 1,839,108 " N as evidenced by ctrl‘exfreme|y sfrpng the most desirable space Fon'ﬁ.nues
Construction sq. ft. quarter of positive absorption. to lease up. The most significant

Increasing quoted rental rates, example of upward-trending rental
Deliveries 1804100 ¥ t brought on by a continued decline rates for new construction is at

sq. ft.

North Hills Tower Two, in the Six
Forks submarket, whose current
asking rate of $33.95 per sqg. fi.
represents a historical high-water
mark for Triangle office space.

Many of the trends seen in Q3 were
a continuation from Q2. Smaller
deals have dominated the market
and concessions continue to shrink
with modest rent growth in sixty-six
(66%) percent of our submarkets.
The Cary, Downtown Raleigh, and
US1/Capital Boulevard submarkets
have experienced the greatest
average rental rate increases over
the quarter, with Cameron Village
Shopping Center not far behind.

With vacancy rates declining, rental
rates increasing, active construction
projects underway, and positive
investment activity, it is evident the
Triangle market continues to thrive
as it transitions to Q4 2014.
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Market Statistics Q3 2014

Class A

Rentable Area Vacancy Rate Vacangy Rate (%) Q3 Net Absorption Under Construction Average Asking Lease | Availability Rate
Submarket (Sq. Ft.) (%)* (Sq. Ft) (Sq. Ft.) Rate ($/Sq. Ft. /YR) (%)**
= West Raleigh 5,070,355 102 102 (62,248) 415,476 2137 191
o US 70/Glenwood Avenue 3,627,362 108 77 21,201 2020 11.0
«Q .
> Six Forks Rood 3,289,165 121 90 34703 313,627 20,63 223
2 Falls of Neuse Road 3,091,489 16.6 149 19,386 17.93 16.6
= .
3 US 1/Capitol Boulevard 2,248,347 204 222 11,193 1897 204
3 Downtown Raleigh 4,163,563 84 75 207,435 348,969 2344 177
= Cameron Village 648,017 75 38 2433 13,684 1896 104
(2]
o Eastern Wake County 596,140 155 22 12,471 1871 155
Southern Wake County 270,958 344 537 0 1776 344
Cory 5,858,116 143 120 22,053 502,000 20.40 242
RTF/1-40 Corrdor 11,568,284 19.4 84 266,766 245,352 1871 249
Central Durham 3,317,561 65 36 21 1789 85
North Durham 1,411,303 429 N/A (4,653) 16.60 49
South Durham 1,833,312 149 11.0 14,797 18.82 149
Orange County 1,486,864 123 128 17,621 22.84 139
MARKETTOTALS 48,480,836 149 99 563,399 1,839,108 19.55 19.8

Source: CBRE Research, Q3 2014.

*Vacancy rate is based on total vacant square footage compared to the total rentable square footage..
**Availability rate includes sublease and new construction space.

Top Transactions: Q3 2014

Purchase Price($)/
Tenant Property Type Sq. Ft. Class Purchase Price ($) sq. ft.
Lease Transactions:
Toshiba* 3901 South Miami Blvd. New 200,000 A
Channel Advisor Perimeter 4 New 136,000 A
Bronto Software American Tobacco Campus Expansion 80,000 A
Vital Source 227 Fayetteville New 20,000 A
ARO (Army Research Org.) 800 Park office New 35,000 B
Sale Transactions:
Bank of America Ploza 373K A 84M 227
Meridian Corporate Center* 615K A 80M 131
Beacon Office Portfolio* 172K B 89M 115

Source: CBRE Research, Q3 2014.
*Denotes a transaction arranged by CBRE |Raleigh .
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Vacancy & Net Absorption
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Vacancy & Average Rent
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= Largest “jump” in rates, up $0.21 per sq. ft. from Q2.
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= Rent concessions shrink in most submarkets.
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As of August 2014, the unemployment rate for the Raleigh-

Cary and Durham-Chapel Hill MSA’s remained at 5.0%, the
2% Raleigh mUS. = NC lowest in 6 years. Statewide, North Carolina’s unemployment
rose slightly from 6.4% in Q2 to 6.8% at the end of Q3.
6.4%. The US unemployment rate dropped slightly from Q2
2014, closing the quarter at 5.9%. Major sectors of the non-
farm labor market in Raleigh-Durham include Manufacturing,
Leisure & Hospitality, State and Local Government,
Healthcare, Technology, and Education.
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The third quarter 2014 marked a major milestone for Wake
County, which reached 1 million residents in late August. The
Triangle MSA is comprised of roughly 1.75 million people,
with more than 897,900 people making up the labor force.
Each year graduates of the area’s top tier universities (Duke,
UNC Chapel Hill and North Carolina State University)
supplement the Triangle’s workforce in addition to other
workers and companies relocating to the area.
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Source: Bureau of Labor Statistics, September 2014.
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CONTACTS

For more information about this Local MarketView, please contact:

Raleigh-Durham Research

Elliott Brewer Tom Fritsch

Research Analyst Managing Director
CBRE-Raleigh, LLC CBRE-Raleigh, LLC

4208 Six Forks Road 4208 Six Forks Road

Suite 1220 Suite 1220

Raleigh, NC 27609 Raleigh, NC 27609

t: +1 919 831 8253 t: +1 919 831 8245

e: elliott.brewer@cbre-raleigh.com e: tom.fritsch@cbre-raleigh.com
Follow CBRE
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Global Research and Consulting

This report was prepared by the CBRE U.5. Research Team which forms part of CBRE Global Research and Consulting — a
network of preeminent researchers and consultants who collaborate to provide real estate markst research, econometric
forecasting and consulting solutions to real estate investors and occupiers around the globe.

DISCLAIMER

Information contained herein, including projections, has been obtained from sources believed fo be reliable. While we do
not doubt its accuracy, we have not venfied it and make no guarantee, warranty or representation about it. It is your
responsibility to confirm independently s accuracy and completeness. This information is presented exclusively for use by
CEBRE clients and professionals and all rights fo the material are reserved and cannot be reproduced without prior written
permission of CBRE.
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