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2023 CBC MARKET OUTLOOK: Opportunities
Exist, Just Need to Find Them

POPULATION GROWTH IS KEY TO INVESTMENT
ACTIVITY IN 2023

While we are not officially in a recession, inflation is surging and real wage growth is
negative. Despite two open jobs for every one unemployed person, a shortage of labor is
weighing down the U.S. economy today; labor is the critical issue above all else because
you can't grow despite demand if you can't find workers to run the shop. This has culmi-
nated in slowing down CRE activity and uneven consumer spending across most of the
U.S. during 3Q 2022. And now bank lending has paused as the Fed’s steep and frequent
rate hike changes have made it very difficult to price a loan.

All'is not bad — the CRE market today is much healthier than in 2008-2009. Property own-

ers are not overleveraged and have a lot of equity in their assets so can afford to wait for a
reset. Commercial real estate is still a more desirable alternative to a volatile stock market

and uncertainty in international economies.

We are seeing gaps in the market between buyers and sellers and tenants that are un-
certain about longterm space needs — CRE decision makers are pausing and terminating
deals. There's a big disconnect between buyer and seller expectations, as cap rates have
moved up a lot (100-200bps on average) while sellers are not yet willing to accept price
adjustments. Even though there are owners who want to offload property and buyers with
cash to deploy, the uncertainty in the market is causing both sides to suspend any deci-
sion making. According to our industry experts, this period of “sitting on the sidelines”
may last for 6-12 months as investors wait to understand pricing, interest rates and de-
mand for commercial property assets. In the meantime, we will be in a period of deferring
decisions, delaying loans and
postponing deals.

Exhibit 1: YoY Change in Real & Nominal Earnings and the Consumer Price Index
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Source: U.S. Bureau of Labor Statistics.

MARKET WATCH

INDUSTRIAL PARK
FOR LEASE

5360 SC-165
Hollywood, SC 29449
2,000 - 8,000 SF
$11 PSF (Annual)

Light industrial park in
Hollywood, SC consisting of
4 - 8,000 SF buildings with
min space available of 2,000
SF and maximum space
of 8,000 SF. Space may be
leased at 2,000 SF, 4,000
SF, 6,000 SF etc. 2,000 SF
laydown area available for
end cap lease. Building 404
is built and is fully leased.
Building 403 will be avail-
able February 2023. Lease
terms are for NNN leases
with landlord to supply wa-
ter and tenant to establish
separate electric meter with
Dominion Energy.

Kip Bowman 843.437.0074
Sara Bodell 864.903.2731




.8l THE LOOP
CBC Atlantic Newslet’?

CBC Atlantic’s Month of
FEBRUARY

to metros like San Francisco and NYC), are attracting excellent labor pools, big corpo-
rate growth (from semiconductors to hospitality & entertainment), and record numbers of
entrepreneurs opening businesses. Suppliers to big companies have been relocating in
droves to support the construction of megaprojects. Developments that were planned for
these markets are all still taking place — with no signs of a slowdown. Investors are taking
note and continuing to pay premiums for this growth. Our commercial professionals
expect megaprojects to attract more suppliers and people (particularly Gen X and Millen-
nials) to these markets over the next year, which in turn should keep driving demand for
industrial, multifamily and retail in these markets.

For the other markets,
there are pockets of
opportunity — you just
have to find them.
While most sellers are
Texas 29145428 | 29558864 | 30,029,572 470,708 opting to wait it out,
owners that are overlev-
eraged or have lots of
vacancies will discount
Georgia 10,711,937 10,788,029 10912876 124,847 and put property up for
Arizona 7151507 | 7264877 | 7359197 32 sale because they need
to offload it. Some
owners have turned to
Tennessee 6,910,786 6,968,351 7,051,339 i sale-leasebacks (to gen-
Washington 7705247 | 7740745 | 7785786 5, erate more free cash to
operate the business)
and seller-financing (to

Idaho 1,839,002 1,904,314 1,939,033 7 get the deal done)'
Source: U.S. Census Bureau.

Exhibit 2: Top 10 States for Population Growth: 2021 to 2022
Rank  Geographic Area April 1, 2020 July 1,2021 | July 1, 2022 Numeric Growth
(Estimates

Base)

Florida 21,538,226 21,828,069 22244823 416,754

North Carolina 10,439,414 10,565,885 10,698,973 133,088
South Carolina 5118429 5,193,266 5,282,634

Utah 3,271,614 3339113 3,380,800

Exhibit 3: Q3 2022 CRE Sales Volume vs. Average Investment — Top Markets
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Sales in Billion Dollars

® Sales Volume (22Q13) - Sales Volume (Average of Previous 8 Quarters)

Includes Multifamily, Office, Retail, Industrial, and Hotel
Source: CoStar (data through November 2022).
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THE RUNWAY EXECUTIVE
OFFICES: NOW LEASING

3300 W Montague Ave
North Charleston, SC
58 - 14,000 SF

runway3300.com

This office building is under new
ownership and can be renovat-
ed to meet a tenant’s needs.
Total building is 16,000 SF and
can accommodate a tenant up
to 14,000 SF split on two floors.
In addition, there will be small
office suites available for short
or long term leases. Additional
parking has been negotiated to
accommodate any tenant needs.
Location can't be beat. 3300 W.
Montague has easy access to
both I-26 and 1-526 and is also
located near North Charleston
Convention Center, Coliseum,
Boeing, Charleston Internation-
al Airport, Centre Pointe, and
numerous restaurants, retail,
lodging, and other amenities.

Brent Case, CCIM 843.270.4192
Trey Davis 803.468.7766
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Office remains bifurcated. Smaller markets and smaller buildings continue to see a lot of
activity, while downtown high-rise demand keeps softening. Work-from-home is a perma-
nent change, so people with 30 minute commutes or document processing desk jobs are
not returning to the office. This could force a lot of companies to downsize their space
requirements. Office leases are long-term commitments and there’s a lot of uncertainty
today as businesses struggle to determine the best way to reconfigure their space to
attract workers back to the office or adjust to lowerin-office headcount. Low-rise and mid-
size buildings are seeing good activity because landlords have been approaching tenants
nine months in advance and offering better amenities (like new paint and carpet clean-
ing). The greatest demand is coming from biotech, life sciences, R&D labs, investment
banking & trading, medical doctors, and school districts. We are also seeing retailers (that
provide services you can't get online: hair salons, massage therapists, facial spas, home-
care, food packaging) moving into office condos because it's cheaper than traditional
retail space.

High-rise building cap rates are staggeringly high with vacancies well over 20%. Landlords
are keeping asking rents high but giving out free rent and more Tl allowances. Sublease
space may continue to flood the market as tenants decide to adjust occupancy to current
needs or mitigate the risk of long-term space commitments vis-a-vis an unknown in-office
work force. Property owners may be challenged to lock-in tenants as leases expire over
the next 24 months. Our commercial professionals expect to see the most impact on
downtown office properties over the next two years as well as a lot of lease term restruc-
turing and short-term leases (one to three years). With lower market-adjusted rents, well
located modern Class A properties may be able to benefit from tenants moving up to
higher quality properties at affordable lease rates.

A tenant’s market. Over the last quarter we've seen landlords getting more and more
nervous about where their next tenant will come from — setting up the stage nicely for
tenants to
have the
upper hand in
negotiations
in2023. While

this is a great a e
opportunity Baiefon
for occupiers Falm Heac
to take ad- HN
vantage of a Lehigh Valley
slowing land- S mana
lord market, ok Clly
the tenant still
needs to have

Salt Lake City
Inland Empire

strong cash

flows.

Exhibit 4: Office Sector Net Absorption — Top Markets
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Source: CoStar (data through November 2022).
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WEST ISLAND CENTER
FOR LEASE

2049 Savannah Hwy
Charleston, SC 29407
2,152 - 5,946 SF
$17 - $23 PSF

(West Island Center) units 40
and 50 are available. Located
in the heart of West Ashley
where the Mark Clark Express
way meets Savannah Highway.
This signalized retail center
has quick access to Hwy 17
and quick access to 526 to
North Charleston. Two ad-
jacent, vacant units await
your new or existing shop,
business, specialty or service.
Plenty of parking and signage.
See aerial picture. Drive by
and see the frontage and high
traffic volume.

James A. Dingle
843.822.4311
jdingle@cbcatlantic.com
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Industrial still doing very well — driven by retail demand (logistics; 3PL; distribution cen-
ters; and food companies). Vacancies in some markets are up to 1.5% from 0%. Demand
is coming from everywhere: small mom & pop shops that need to store inventory for the
first time; new businesses entering the market; and large companies looking for drop-
shipping storage and more parking space. Bigger metros (like Seattle and Las Vegas) are
beginning to see developers slowing down and prices starting to come down to a more
reasonable pace as users choose to wait for rates to come down. Even if industrial de-
mand slows, increased space availability may help return markets to historical norms.

MARKET WATCH

OYSTER PARK:
RETAIL-COMMERCIAL
FOR LEASE

Exhibit 5: Industrial Rent Growth, Top Markets Exhibit 6: Retail Rent Growth, Top Markets
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Note: Includes markets with 100M+ Square Feet inventory.

Retail is in high demand across all markets. Neighborhood centers are filled with small, Mount Pleasant and Sulli-
less leveraged local businesses looking to expand (e.g., boutiques; tap rooms; coffee van's Island, Oyster Park is
shops; ice cream parlors; gyms; exercise shops; small bank branches; independent phar- the go to center for retail,
maqes). Strip malls are focused on getting rgally good anchprs (grocery; restaurants; hair restaurants, and physical
& nail salons; bubble tea shops). Malls are pivoting to experiential and service-driven ten- activity. Easily accessible
ants — replacing Macy’s with fun houses for adults, kids’ playgrounds, sit-down restaurants, Y- y

medical spas, and co-working space. Every landlord wants a salon in their center and all from Downtown Charleston
developers want a gym tenant on their property. Other spaces in the mall are turning into and the beach communi-
"pop-up” shops. Uncertainty and concern on the landlord side is enabling whatever con- ties, Oyster Park is rapidly
cepts are doing well to win space (even if they are not the traditional type of tenant). becoming one of Charles-

ton’s premier live, work, and
play communities.
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Urgent cares keep medtail in high demand. Walgreens is accelerating plans to go into
the urgent care business by creating standalone centers in addition to carving out space
inside their stores. AdventHealth, University of Florida, Cleveland and the Mayo Clinics
are all competing now to have urgent cares brought into their neighborhoods. At the
same time, big hospital operators (like HCA) are building standalone ER spaces within 20

Tim Rowley
843.364.5716
trowley@cbcatlantic.com
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minutes of their hospitals across Florida. Aggressive expansion of “local” point of care
locations are quickly taking up spots in neighborhood shopping centers, standalone retail
boxes (ER), and inside grocery stores.

Multifamily is slowing down. After years of strong double-digit rent growth, we are now
seeing condensing family units (in response to the steep rise in the cost of living and reces-
sion fears) creating more vacancies in the market. Many homebuilders are worried about
the impact of further rate hikes (as they navigate a challenging bank financing, construction
cost, and labor shortage environment), so they are temporarily stepping back from building
new product. Many builders are offering free rent concessions just to get occupants in the
building. Our commercial professionals expect to see increased rent concessions and slow
rent growth over the next year.

Exhibit 7: Multifamily Rent Growth, by Market
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Source: CoStar (data through November 2022).
Note: Includes markets with 75,000+ units inventory.

Are property conversions happening? It's a mixed bag. Big box retail spaces are being
converted to storage, indoor kids playgrounds and climate controlled warehouses. Hotels
are being converted to affordable housing. Outlets and big malls are being converted
into multifamily and entertainment town centers. Boat storage and truck parking spaces
are also in high demand. Converting high-rise offices to multifamily is much harder and a
longer-term process (as you need to make sure it's zoned for that new use) and will likely
require the building owner to sell at a loss. When this happens it's not a cap rate deal,

it's a completely different acquisition model - it's done because there is no other choice.
Our commercial professionals expect to see a rise in this type of activity.

Conclusion. As many CRE investors sit on the sidelines waiting for interest rates to stabilize,
all-cash buyers and 1031 exchanges have been driving the bulk of activity today.
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MARKET WATCH

BERESFORD VILLAGE:
SHOPPING
CENTER FOR LEASE

1008 Clements Crest Lane
Charleston, SC
1,200 SF - 12,000 SF
$32 - $35 PSF

Coldwell Banker Commercial Atlantic
is proud to present Beresford Village,
strategically located at the intersection
of Clements Ferry Road and Charleston
Regional Parkway / Grand Park Blvd.
A trade area projected population
of 79,915 individuals with an average
projected income of $228,438 positions
Beresford Village to become a retail
focal point in an emerging market.
The property has been designed to
accommodate a variety of retail and
restaurant users by providing multiple
layout configurations ranging from
1,200 SF to 12,000 SF. Contemporary
finishes, ample parking and excel-
lent opportunities for outside dining
experiences will make Beresford Village
a preferred shopping and dining
destination. Currently, pre-leasing retail
and restaurant spaces for anticipated
delivery in late 2023.

Brent Case, CCIM
Tim Rowley
Hannah Kamba
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While the universe of investors willing to put up all equity is not big, there are enough out TRANSACT'ONS

there and if you can find this type of buyer, it's very advantageous for a seller because it
takes the guesswork out of whether or not the deal will close quickly and easily. Notably,
all-cash buyers have been paying for cap rates that are much lower than current borrowing 01.31.2023 - Trey Zimmerman
costs. 1031 exchange investors are also in the market to buy today (and willing to pay a and Caine Halter of Coldwell
premium) — however, preferences have been for high population growth markets. As such, Banker Commercial Atlantic
our industry experts expect deal flow over the next six to nine months to slowdown. Over represented the seller Rosyl,
time the difference in pricing expectations between buyers and sellers should narrow; rates
will have to come down. In the meantime, property owners should focus on preparing
product now (to be ready to release in the middle of 2023) and investors just need to pick
their spots and ride out this next year.

LLC in the sale of 5 acres

of Light-Industrial Land at
7501 Southrail Road in North
Charleston, SC. The buyer

Source: https://www.cbcworldwide.com/media/sit CBSL Transportation Services,
€5/00000000-0000-0000-0000-000000000001/uploads/2023-outlook.pdf INC was represented by Matt
Pickard of Colliers Internation-

2022 CBC Circle of Distinction Winners al.

We are excited to announce our Coldwell Banker Commercial Atlantic CBC's 2022 Circle of 02.02.2023 - Jing (Julia) Dono-
Distinction Winners at the Platinum, Gold, Silver and Bronze levels. This honor is bestowed Van of Coldwell Banker Com-
upon the top-ranking producers among all CBC-affiliated professionals based on their mercial Atlantic represented
transaction revenue for 2022. Congratulations to Alll the tenant Poke Café Tanger
Outlet, LLC in the lease of
retail space at Tanger Outlet
in North Charleston, SC. The
landlord Masison Plaza, LLC
was represented by Chase
Development Company.

02.07.2023 - Brent Case of
BRENT CASE, CCIM DAVID HOCI-.|BERG JULIA DOIIIOVAN COIdwe" Banker CommerCiaI
Circ\elea;‘tI%ijtrinncﬁon Circle oéai;tinction Circle osfillaj:rtinction Atlantic represented the land-
lord 3300 W Montage LLC in
the lease of 1,148 SF total of-
fice space. Trey Davis of Cold-
well Banker Commercial At-
lantic represented the tenants
DavisJones Consulting Group,
The Clarkson Law Group, Gold
- ; Star Accounting LLC, Coastal
KRISTEN KRAUSE 8 KIP BOWMAN 8 TIM ROWLEY Focus LLC and Haylor, Freyer

Circle of Distinction Circle of Distinction Circle of Distinction

Silver Bronze Bronze & Coon, |nC.
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2022 CBC Commercial Elite TRANSACTIONS

We are thrilled to announce we have been awarded #6 out of 15 companies in the United

States the Commercial Elite Award. Based on Closed Adjusted Gross Commission Income 02.09.2023 - Hannah Kamba

during the 2022 calendar year. Congratulations to all awarded! and Brent Case of Coldwell
Banker Commercial Atlantic
represented the buyer 5031
Leawood LLC in the sale of
12,222 SF of retail space for
$2,000,000 at 5031 W 135th
Street in Overland Park,
KS. The other party in the
transaction Randi Lefko, the
seller, was represented by
RH Johnson Co.

—

RANKED#6 OUT OF 15 COMPANIES

2022 CBC Number one Commercial Professional
by State

Congratulations to Brent Case, CCIM, on being awarded the Coldwell Banker Commercial
Number One Commercial Professional by State! Congratulations to all awarded!

Brent Case, CCIM
President / Broker in Charge
(O) 843.725.6255
(C) 843.270.4192

bcase@cbcatlantic.com
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