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A The Longest
Expansion Ever?

Todayo0s

Discussion A Cyclical Drivers

A Long Term Drivers




Ranking Expansions by Duration

This is already the third longest in history
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This Expansion Still Has Legs

Few Excesses, No Trigger in Sight
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Employment Growth Compared to Long-Term Recovery Average
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After two strong years job growth has returned to
trend.

Source: U.S. Bureau of Labor Statistics



Growth Driver: Tighter Labor Markets, Higher Wages

U.S. Private Sector Job Openings and New Hires
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Atlanta Fed Wage Growth Tracker
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Wages will continue to accelerate over th
next two years, boosting income
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U.S. Motor Vehicle Sales

Record-Setting Performance

When incomes rise, Americans buy cars
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Trump and Confidence

Business and Consumers More Optimistic
Small Business Confidence Surge
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Source: National Federation of Independent Businesses, The Conference Board

December increase
largest on record

Optimism is high as the
new Administration
takes office, but
attitudes can change
quickly.

Since the election
consumer confidence
has surged to its highest
level since 2001.

If sustained, these
Increases set the stage
for stronger growth in
revenue



Trump and Confidence

S&P 500 Stock Price Index Hits a Record
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Trump Policies

Still a L odKnowwWe Donot
TAX REFORM PROPOSALS SPENDING PROPOSALS
No Update No Update
A Reduce Corporate income tax from 35% to 15% A Spend $1 trillion on infrastructure over 10 years much of it

i privately funded
A Top income tax bracket reduced from 39.6% to 33%, number of

brackets from 7 to 3 A Eliminate the sequester on defense spending (boost troop levels,

) I number of ships, aircrafts and bolster missile defense system
A Leave capital gains tax at 20%

i o _ - A Eliminate government waste and budget gimmicks
A Repeal the estate tax and eliminate the alternative minimum

tax

A Advocated for a oneff 10% tax rate on repatriated corporate

earnings
REGULATION POLICIES TRADE AND GLOBALIZATION
Executive Orders Executive Orders
A Dismantle DodeFrank law A Halt new trade deals like the TraRacific Partnership
A Repeal & Replace Obamacare A Enforce existing trade treaties more strictly
A End the war on coal A Potentially renegotiate existing treaties like NAFTA

A American energy dominance declared strategic priority A Strengthen U.S. stance against currency manipulation



Trump and the Economy Stronger Growth Likely

Most businesses will benefit from stronger
consumer and business spending growth
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10-Year Treasury Yield

Risk Free rate reset pestection.
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The 35-Year Bull Run

10-Year Treasury Yield

By any historical standard interest rates are

low. Is the bull market over? To soon to tell.
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Fed Funds Target Forecast
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Long-Term

Trends The Urbanization

Millennials and Trend will Continue
Real Estate:



Millennials Are Now the Largest Component of the Labor Force

Millions of Persons
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Millennial Characteristics

¢l 9, 5hbQ¢ 5wLz+x9 MOST EDUCATED GENERATION IN HISTORY

A % of 19 year olds with a drivers license A Larger % of millennials have a bachelors or higher than in any

i previous generation
A 1983: 87%

i A And many are still in high school
A 2014: 69%

THEY GREW UP WITH THE INTERNET URBANFOCUSED

A 1980: First Millennials A Millennials are more likely to live in urban areas than

i earlier generations
A 1993: First Web Browser

A 1980: First Gigabyte Hard Drivesighed 550b and cost
$40,000

A 2017 3.0 Terabyte drive (3,000 times as large) weidhsid
costs $100



They are Mostly in Their 20s

4,800 Population
Aged 20 to 29
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Change in Employment

Core Vs. Periphery
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Fact Checker

Millenials ?
Trump Effect?




Top Private Sector Transactions 2014-2016

New Deals, 50k SF +, Inside vs. Outside the Beltway

Inside the Beltway Outside the Beltway

CER; 350kSF Capital One& 272k SF
Nestlec 200k SF NFCL; 235k SF
Marymountc¢ 100k SF Fannie Mae; 186k SF
Applied Predictive, 100k SF Noblis¢ 150k SF
Am. Diabetes Asan78k SF Ellucianc 100k SF
Sands Capita] 78k SF AFCL; 93k SF
Grant Thorntor; 76k SF Sercog 88k SF
MWAAC¢ 74k SF MC Deart, 86k SF
Politico¢ 61k SF Alarm.com¢ 83k SF
Tegnag 70k SF
EITc 65k SF
Carahsoft; 64k SF

TOTAIg 1.1 MSF TOTAIg 1.5 MSF




The Fact Checker

Cushman & Wakefi el dos TouoActvitylis Gpci3&% r Bet a

October 2016 60 Tours, 850k Sf January 201¢ 78 Tours, 900k SF

m Contractor m Tech m PBS m Medical m Other m Contractorm Tech m PBSm Construction/Engineerinm Other

Source: BL!
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A NoVA Economy
A The Trump Impact
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Current Local Economy - Very Strong




DC Metro Employment

% Growth YOY

DC MSA Now
Outperforming the US
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Job Growth In Major Markets

DCc¢ 15,000(8,500 Typical)
NoVA¢ 33,000(19,300 Typical)
SMD¢ 25,000(4,500 Typical)
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Employment by Sector

DC Metro, 2016 YOY

‘ Professional & Business Services (742k)

Education & Healthcare (431k)

Leisure & Hospitality (321k)

Retail (288k)

Manufacturing & Construction (210Kk)

C Federal Government (370k)

( Financial (156k) . 390

( Information (7--2,090 )
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Source: BL!



NoVACaptures 54% of
Employment by Sector iKS wS3areyQa h

Northern Virginia, 2016 YOY Using Job Growth
(Professional & Business Services (400k) _ 12,220 )
Education & Healthcare (160k) 3,580
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Source: BL!



DC Metro Unemployment Rate

DC Metro vs. the US and Major Markets, Yearend 2016.

Chicago 57%
Detroit 5.6%

Houston 5.5%
Miami 5.1%
Atlanta 5.1%
Philly 4.9%

United States |1 /. 3%
Los Angeles 4.7%

New York 4.5%
Seattle 4.3%
Dallas 3.9%
San Francisco 3. 7%
Washington, DC | NG C. 700
Denver 2.7%
Boston 2.7%

0% 2% 4% 6%

5.8%

4.2%
3.9%
20/ 3. 3043.4%
280/029/0I I I

Source: BL!




Wealthiest Counties in the U.S.

Median Household Income 7 4 of 10 Wealthiest U.S. Counties are in the DC Metro Region
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DC Metro Economic Indicators

The Smartest, most Well-Paid Workforce in the Nation with Great Companies to Work For
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Forecasted MF Deliveries
8,600 Units

DC Metro
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MF Absorption

DC Metro
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By 20256

850,000

Additional People

327,000 Households

33,000 Units/Year

13,000 MF Units/Year

Source:Cushman & Wakefield
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Trump Policies Could Mean Big Things for NoVA




Federal Procurement in the DC Metro

By Market, $Billions

$90 -

$82 $80
i $77
$80 . $71 $71 7$74
$70
$70 - $69

$60 | $59

$50 -

Billions

$40 - $39

$30 - $25

| $19
$20 $16 414

$10 -

$0 A

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

B TOTAL NORTHERN VIRGINIA m TOTAL DISTRICT OF COLUMBIA TOTAL SUBURBAN MARYLAND m TOTAL WEST VIRGINIA



Contracting Opportunities Could Surge With Trump

DC Metro Procurement with Trump Proposed Defense Spending Increases
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Job Growth Forecast
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Washington MSA GDP
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Economic Growth Expected to Accelerate

DC Metro: Gross Metro Product (GMP)
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Source:Cushman & Wakefield Research, Bureau of Economic Analysis, NCREIF



Northern Virginia Leasing




Lease Distribution

Since 20117 73% of Deals Below 15k SF

m< 8k SF

m 8-15k SF

m 15-25k SF

m 25-50k SF
50-100k SF

m 100k SF +



Concessions Remain Elevated

Class A Direct, 7+ Year Term
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Obsolete Product

% of Inventory by Submarket that is Pre 1990 and less than 50% Leased

Differential

72% 22.6% 3.1%

19.5%

21.7% 4.4%
17.3%

23.1% 5.9%
17.2%
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Reston/Herndon & Tysons

Deal Volume Concentrated in Silver Line Markets Experienced Moré&lew
Leasing Activitthan the

Next 6 Submarkets
Combined

A

A
A A A
A A A
----




Key Submarket Supply and Demand

Demand is Outpacing Supply Among 50k and Up Users
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Large Blocks

Reston/Herndon, Tysons, Ballston

200k SF+

100-200k SF

50-100k SF

43
20-50k SF

0 5 10 15 20 25 30 35 40 45

m Tysons Corner m Reston/Herndon m RB Corridor



Large Blocks on Metro

Reston/Herndon, Tysons, Ballston, ¥ Mile From Metro/Future Metro

200k SF+

100-200k SF

50-100k SF

20-50k SF

m Tysons Corner m Reston/Herndon m RB Corridor



Net New Growth 2015-2016

Real Growth is Being Seen for the First Time in 5 Years

FEDERAL 120,000 SF
ﬁ\ Credit Union
OneWeb 235000 SF (a le
65,000 SF FEDERALCREDITUNION amazon

Nestle 1o0.000sF 230,000 SF
200,000 SF
@ INOVA —

1.2 MSF Caplta/l One
ALARM.COM
60,000 SF 300,000 SF




NoVA GSA Exposure

GSA Northern Virginia Expirations 2017-2020 by Submarket
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Office Sales Volume YTD 2016

Among Major Metros
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Office Investment Sales Volume

Washington DC Metro
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SourceCushman & Wakefield



Office Pricing

$/square foot
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Office Cap Rates

Washington, DC Metro Area, all classes
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Where Foreign Buyers Are Most Active

Cross-border office sales as % of total sales volume 7 2016
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Source: Cushman & Wakefield, RCA



Foreign Investment in DC Metro Office

By Country, DC Metro 2012-2016
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2011-2013 Headwinds

Real GDP, Y/Y % Change
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Square Feet (Millions)

Northern Virginia Bounces off the Bottom

Office Leasing Fundamentals I

- The Bottom
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A9/2014: Federal Employment starts to
grow

A10/2014: GDP hits 5% for the region

A12/2014: First Budget in 6 Years Passe

A2015: 58,000 Jobs Created
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Contractors Have Rightsized in the Suburbs

Contractor Consolidations post-Recession

Company Name Pre-recessionFootprint Current Footprint % Reduction

Lockheed Martin 4,321,527 2,802,698 35.15%
Mitre 975,331 964,742 1.09%
L-3/Engility 538,366 368,151 31.62%
Harris Corporation 451,806 351,369 22.23%
EADS/Airbus 312,547 248,495 20.49%
SRA International 898,141 406,571 54.73%
IBM Corporation 1,139,960 913,299 19.88%
CACI 993,611 632,323 36.36%

Average Reduction 27.69%

Source Cushman & Wakefield



What 0s DI fferent Now?

Tenant Leasing Decisions

7/ YEARS AGO TODAY

Department Finance Human Resources
Driver Expense Management Labor
Outlook Liability Asset

Criteria Pro-Forma Employee Experience



Leasing Cycle

Historical Office Recovery

Job Growth/ Absorption Rents NEW
Confidence (75% Renew) Increase Development

Over Supply

Office Recovery I Past 7 Years

Efficiency Obsolescence
Job Growth/ Offsets Flight to for Old / Haves & Have

Confidence Absorption Quality Demand for Nots
(50% Renew) New
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Notable Private Sector Relocations

TYSONS RESTON/HERNDQON ARLINGTON
O NTELSAT | 220KksSF ﬁ ;, 198k s3- Nestle  200ksF
Hilton 168k SF GENERAL DYNAMICS 190k <SF CNA 179K SF
€) BENEED 140k SF l/-lARRIS 161k SF £\ Dabecs  7BKSSF
=3 92Kk S noblis 160k SF © GrantThomton 76k SF
86k SF ellucian. 97k SF &> Chemonics 54k SF

p—

Dynfbrp 80K cham. | s o LS
ReedSmith  29kSF GH 34k SF

HOLDINGS

splunk > 29k SF
840,000 SH | 818,000SH | 656,000 SF




Non-Core Markets - the Other 40%

Buildings will outperforngiven:
A Captive Tenants
A Pricing Advantage
A Best in Show

The top half will capture the absorption

Source Spencer



