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MIAMI OFFICE, Q2 2020
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Figure 1: Total Vacancy —vs— Net Absorption (Class A & B)
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Source: (BRE Research, 02 2020.

* Miami’s annual office-using jobs declined by 16,000 in the subsectors of professional,
information and financial activities jobs as of May 2020. However, there was an increase of
26,500 [obs between April and May signifying a move towards economic recovery.

Current tenant requirements total 1.5 million sq. ft. with financial services, business services,
legal and health insurance being the top industries in the market. Approximately 543,000 sq. fi.
are currently on hold due to COVID.

Rents held steady with asking rates in the CBD increasing to $45.45 per sq. ft., or 3.9% year-
over-year., while the suburban submarkets showed a slight decrease of 0.2% year-over-year.

LEASING ACTIVITY

The office sector demonstrated its
resiliency and was less severely impacted
than other property types due to its
ability to adapt quickly and efficiently to
work-from-home policies. As a result,
vacancy rose to 13.0%, a slight increase
of 20 basis points (bps) quarter-over-
quarter and 60 bps year-over-year.

However, office leasing velocity was
impacted dramatically decreasing by
58% year-over-year nationwide during
Q2 2020. In Miami, demand fell to
458,000 sq. ft. compared to almost 1.4
million sq. ft. in Q1 2020 and 1.5 million
sq. ft. in Q2 2019 as some prospective
tenants have put their searches on hold.

Several forces are in play and will
determine the future of office space in
the coming year. Flexibility will be key
for landlords and tenants alike as a
remote workforce and social distancing
in the workplace will be necessary to
keep workers safe.



Figure 2: Market Statistics — Class A & B Figure 3: Market Statistics — All Classes
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MIAMI BEACH OFFICE, Q3 2020

Figure 7: Total Vacancy & Office Direct Average Asking Rates
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Class A Avg Asking Rate is $48.60 PSF with vacancy hovering at 9.7%.

Starwood Property Trust’s new 160,000 SF HQ is under construction with est. delivery slated for
Q2/Q3 2021. Starwood is actively marketing 50,000 SF to 3" party tenants. Asking rent is
reported to be approx. +/- $72.00 NNN (approx. +/- $87.00 PSF gross)

Upon completion of the new HQ, Starwood will vacate approx. 120,000 SF of Class A space
located at 1601 Washington, which represents approx. 13% of total Class A inventory on Miami
Beach currently. No leases have been signed to backfill any of Starwood’s space

In the unlikely event Starwood does not lease any space in its new building, and none of the
space at 1601 Washington is leased, the Class A vacancy rate will spike to over 21%

CBRE ‘s Econometric Advisors is forecasting approx. 32,000 SF of avg. annual absorption of
Class A space from 2021 - 2025

Overview

Miami Beach’s Class A office market has
held strong in 2020 despite the
economic headwinds and lack of leasing
velocity.

As we continue to benefit from high
wage talent relocating to South Florida
and Miami Beach, there is a shared
belief and vision that decision makers in
the alternative investments industry,
financial services and other sectors will
strongly consider opening satellite
offices or relocate certain business
operations to Miami Beach.

There are some concerns related to
future potential downward pressure on
Class A rental rates due to the Starwood
factor - and timing to vacate compared
to the amount of leasing activity and avg
size tenant on Miami Beach, which is
approx. 2,000 SF

However, in light of some of the titans
who currently reside here and/or have
opened offices in the past few years, the
City appears well positioned to attract
the quality and type of companies that
will be accretive to the City, its
stakeholders and citizens. How quickly
this accelerates, and to what degree, will
have a direct impact on the Class A
office market.



Figure 8: Office Leasing Volume
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Figure 9: Net Absorption Forecast 2021-2025
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Figure 10: Major Leases Signed in the Last 5 Years (2015-2020) Figure 11: Significant New-to-Market Tenants to Miami Beach

Tenant Size (SF) Lease Type Tenant Size (SF)
Spaces (Regus Business Centers) 51,000 New Lease Appaloosa Management LLP 14,000
Viacom, Inc.* 48,000 New Lease Compass Brokerage, Inc. 20,600
ESL Investments 6,000
New York Film Academy South Beach 7,836
Spaces 51,000
WeWork Companies, Inc. 83,600
WIX, LLC 28,300

Total 211,336

WeWork Companies, Inc. 40,000 New Lease
WIX, Inc. 28,300 New Lease
Compass Brokerage, Inc. 20,600 New Lease

Regus 19,400 New Lease

Appaloosa Management LP 4,000 New Lease

Baptist Health South Florida, Inc. 12,500 New Lease

GDS Group 9,000 New lease

Teleperformance Group, Inc. 9,000 Renewal

Ocean Drive Magazine 8,900 Renewal

Warner Music Latin America 8,300 Renewal
Marriott Ownership Resorts, Inc. 8,100 New Lease

Knight Capital 8,100 Renewal

Source: (BRE Research, Q2 2020.



SCOT Analysis for City of Miami Beach Office RFLI

STRENGTHS § CHALLENGES

* Access to international capital . * Overcoming perception of Miami Beach as resort / nightlife
. oriented only

* Miami Beach culture
* Upcoming potential vacant office supply (up to170,000 SF)

Starwood Capital’s recent HQ commitment

. : * Transportation to / from Miami Beach
* Business friendly

] W\ ] . . * Significant competition and incentives for HQ projects
City leadership priority to enhance business climate ; throughout the Southeast US

e Diverse, educated workforce

Developed robust resiliency strategy

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

E OPPORTUNITIES THREATS

* Ample City-owned land . * Natural disasters and sea level rise — long term impact on
site selection

* Potential for State and County incentives

.- = 1 . , ; e Other more desirable Sunbelt locations (e.g. Raleigh,
* Capitalize on mitigation of investment funds from high-tax ; Austin, Nashville, Charlotte, Atlanta)

environments
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