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Retail Fundamentals

Continue to Improve in Q3
4.8% 9.8 MSF 5.6 MSF S23.42

Availability Rate Net Absorption Completions EA Asking Rent*

Arrows indicate change from previous quarter.
*Determined by CBRE Economic Advisors using repeat rent and building-level interpolation methodology.

Executive Summary

— Demand for retail space increased in Q3, with net absorption up by 34% quarter-over-quarter. — Asking rent growth moderated on a quarter-over-quarter and a year-over-year basis,
suggesting that landlords believe demand could ease in coming quarters as the U.S.

— The overall retail availability rate fell to at least an 18-year low. The neighborhood, community economy slows.

& strip center segment had the biggest year-over-year decrease in availability of 50 basis
points (bps).

— Total construction completions remained low in Q3, as high construction costs and tight
lending conditions made development less feasible.
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Figure 1
Absorption picks up in Q3

Net absorption increased by 34% quarter-over-
quarter to 9.8 million sq. ft.

The street retail, freestanding & other segment
posted the most net absorption of 4.3 million
sq. ft.

Net absorption for neighborhood, community &
strip centers fell by 29% quarter-over-quarter.
Absorption for the power center and lifestyle &
mall segments turned positive in Q3 after both
recorded negative net absorption in Q2.

Despite positive absorption across all retail
segments, total net absorption in Q3 was just
52% of the 10-year quarterly average of 18.9
million sq. ft.
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Source: CBRE Econometric Advisors, Q3 2023.
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Figure 2
Availability tightens for most
retail segments

— The overall availability rate fell by 10 bps in Q3
to 4.8%, the lowest level since CBRE began
tracking the market in 2005.

— The neighborhood, community & strip center
segment had the biggest year-over-year
decrease in availability, down by 50 bps to 6.6%.

— The lifestyle & mall availability rate fell by 20 bps
year-over-year to 6.0%.

— The power center availability rate was
unchanged at 5.3%, as the segment dealt with
challenges such as bankrupt Bed, Bath &
Beyond’s numerous store closures.
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Figure 3
Leading markets for net Orlando Orlando
absorption Phoenix Phoenix

— Orlando led all U.S. markets tracked by CBRE
with 1.2 million sq. ft of net absorption in Q3
and more than 2 million sq. ft. year-to-date.

Los Angeles Houston

New York City Chicago
— Phoenix, Los Angeles, New York City and Long
Island rounded out the top five markets for net Long Island Austin
absorption in Q3.

— Five of the top 10 markets for net absorption Birmingham Fort Worth
year-to-date are in Texas. o
Minneapolis Miami
Tulsa Dallas
Jacksonville Central New Jersey
Dallas San Antonio
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Source: CBRE Econometric Advisors, Q3 2023
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F igure 4 MSF MSF
Retail construction completions 40 80
fallin Q3
— Total new retail space delivered in Q3 fell by 35 70

28% quarter-over-quarter to just under 5.6

million sq. ft., the second-lowest total on record. 30 60
— The rolling 12-month total fell for the first time

in five quarters, dropping 6% from Q2 to 29.7

25 50

million sq. ft.

— High construction costs likely will result in
2023 being the fourth-consecutive year of 20 40
record-low new development.
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Source: CBRE Econometric Advisors, Q3 2023.
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Figure 5
Leading markets for Miami Houston
construction completions Austin Austin

— Miami led all markets for construction

o . Los Angeles Miami
completions in Q3 with a total of 564,000 sq.
ft., followed by Austin with 500,000 and Los
’ ’ Orlando
Angeles with 432,000. Houston
— On a year-to-date basis, Houston led all Minneapolis Dallas
markets with 1.85 million sq. ft. of construction
completions, followed by Austin with 1.44 Orlando Los Angeles
million and Miami with 1.15 million.
— Texas markets have accounted for 29% of new Riverside Atlanta
retail space delivered year-to-date, followed by )
Florida markets with a 17% share. Atlanta San Antonio
Dallas Phoenix
San Antonio Fort Worth
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Source: CBRE Econometric Advisors, Q3 2023
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Figure 6 $/SF % Growth
Asking rent growth slows 25 35
— Asking rent growth fell to just over 2.1% on a
year-over-year basis, down by 23 bps from the 3.0
previous quarter. '
20
— Quarter-over-quarter rent growth fell to 0.4%,
below the long-term average of 0.5% for the 25
first time since Q4 2020.
— Overall retail asking rent reached $23.42 per 15 20
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Source: CBRE Econometric Advisors, Q3 2023.
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Figure 7
Tertiary markets lead for
asking rent growth

— Tertiary markets led the way for quarter-over-
quarter asking rent growth in Q3, with
Westchester County, NY, Wilmington and
Richmond all topping 2%.

— On a year-over-year basis, Wilmington, West
Palm Beach and Westchester County, NY were
the top three markets for asking rent growth.
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Source: CBRE Econometric Advisors, Q3 2023.
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© Copyright 2023. All rights reserved. This report has been prepared in good faith, based on CBRE's current anecdotal and evidence based views of the commercial real estate market. Although CBRE believes its views reflect market conditions on the date of this presentation, they are
subject to significant uncertainties and contingencies, many of which are beyond CBRE's control. In addition, many of CBRE's views are opinion and/or projections based on CBRE's subjective analyses of current market circumstances. Other firms may have different opinions, projections
and analyses, and actual market conditions in the future may cause CBRE's current views to later be incorrect. CBRE has no abligation to update its views herein if its opinions, projections, analyses or market circumstances later change.

Nothing in this report should be construed as an indicator of the future performance of CBRE's securities or of the performance of any other company's securities. You should not purchase or sell securities—of CBRE or any other company—based on the views herein. CBRE disclaims all
liability for securities purchased or sold based on information herein, and by viewing this report, you waive all claims against CBRE as well as against CBRE's affiliates, officers, directors, employees, agents, advisers and representatives arising out of the accuracy, completeness,

adequacy or your use of the information herein.
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