MARKET REPORT

4th Quarter 2023




Market Trends

4Q23 | Northern & Central New Jersey

INDUSTRIAL

MARKET REPORT

SUMMARY: Activity in the logistics sector decelerated in the year, however additional
leasing within the industrial market in the fourth quarter may provide confidence going
into the new year. The average rental rate continued to increase to $14.93 PSF NNN for
all warehouse classes and the rate for Class A DCs fell to $24 PSF NNN. Absorption for
the year turned negative (4MSF). There were twelve transactions completed over
200,000 SF but the majority of the deals over 100,000 SF were renewals/subleases with
retail/wholesale occupiers being the most active. Despite softening fundamentals, long-
term drivers remain intact.

CONSTRUCTION: There were over 20MSF deliveries at year-end; record-breaking
numbers, of which 25% were pre-leased, down from 89% in 2022. 9MSF are still in the
pipeline under construction which will push vacancy rates upward. A reduced
development pipeline (lowest levels since Q320) should assist the market in the latter
half of the year and into 2025.

VACANCY: Vacancy rate increased to 5.4%
OPTIMAL SIZE: 50,000 to 200,000 SF range.

PORT VOLUMES: Despite the total TEUs at the NJ NY ports, the tempered demand is
still 1.97% above 2019 levels, drayage companies have felt the 11% decrease year over
year but the main issue is that a lot of the product coming into the NJ ports are going out
on rail not on chassis.

IOS: Monthly per acre rates have stabilized off 40% from the highs of 2Q22.

NOTABLE PROJECT:

o Brookfield’s Metropolitan Logistics project located in Elizabeth, NJ
e includes two buildings £103,912 SF and 196,087 SF

e 40’ Clearance e 84 Trailer Stalls e 53 Loading Docks
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N

Leasing activity increases to 2.4 million SF in Q4
Vacancy dropped 10 basis points to 22.6%

Class A space remains in high demand

Additional SF added to the redevelopment pipeline

RETAIL

Strong 4th quarter GDP growth (3.3%) and continued consumer spending bodes well for retail in 2024
Continued progress towards curbing inflation saw the headline rate reduce to 1.7% in Q4 while
personal consumption spending increased to 2.8 in Q4 as the economy continues to outperform many
economists worst case scenarios and shows signs of a “soft landing”

The labor force remains strong, which, combined with a deceleration in goods pricing, resulted in
increased recreational spending

47% of retails have plans to further establish their retail footprint in 2024 which will shift the focus from
store closings to store openings

Cannabis will exceed 1 Billion in sales in 2024, and continue to soak up retail space where allowed

MULTIFAMILY

With high home prices, low housing supply, above-average property taxes, and inflation concerns, the
Northern New Jersey rental market continues to be one of the most competitive rental markets

New construction deliveries continue but at a slower pace as the near-term supply is expected to
surpass normalizing apartment demand. This has been reflected in slightly lower units under
construction and slightly increasing vacancy rates

Sales volume declined largely tracking the slowdown in rent growth which pushed institutional
investors to the sidelines. Buyers and sellers are continuing to level their expectations which is
reflected in an average cap rate rising to 6.0% and the average market sale price slightly decreasing

ECONOMIC

www.blauberg.com

The Fed has considered cutting the rate in 2024 if inflation is getting anchored around the 2% mark.
Spending, and personal income, have risen. Consumer confidence showed optimism as inflation
moderates

The healthy labor market, cooling inflation, and steady wage gains helped the US economy defy most
of the economists' expectations for a recession
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: AVERAGE LEASE RATE
$14.93 PSF NNN

A AVERAGE SALE PRICE b
INDUSTRIAL e VACANCY RATE $175 PSF p-

' o5
4Q23 | Northern and Central NJ £ =
= AVERAGE CAP RATE
NET ABSORPTION 6.3% 1

Industrial vacancy will continue to escalate as new construction 3Q23 YTD
deliveries continue throughout the first few quarters of 2024.

Expect Tenant demand to increase for 50KSF and smaller space

Expect Tenant allowances and free rent to increase in the coming
quarters.

Leasing volumes are expected tolcompress'as occupiers weigh
options for their operations. L
SUPPLY

Sources: CoStar and Internal Research



Inventory Under Net Absorption Average Market | Average Market | Average Market
Q u I C k Stats Industrial Market SF(YTD) | VacancyRate | = pentisF Sale Price/SF |  Cap Rate

4Q23 | Northern & Central Bergen County 106M 1.0M (1.7M) 6.5% $16.83 $235 6.0%

New Jersey | Industrial
Passaic County 63.7M 391K (1.4M) 4.5% $14.42 $185 6.2%
Essex County 75.3M 436K (763K) 3.8% $15.67 $202 6.3%
Morris County 49.7M 1™ (473K) 4.7% $16.80 $180 6.6%
Hudson County 88.4M 1.3M (293K) 5.3% $17.26 $238 5.8%
Union County 79.9M 1.2M 262K 4.2% $15.61 $203 6.3%
Middlesex County 233M 5.2M 998K 4.8% $13.92 $218 5.6%
Somerset County 40.2M 981K 679K 4.2% $15.28 $206 6.3%
Mercer County 44.4M 481K 665K 6.3% $9.87 $161 6.5%
West Essex Region  28.5M (315K) 4.2% $16.52 $207 6.5%
Meadowlands 100M 985K (1.6M) 5.7% $16.64 $238 5.7%
Port/Airport 127M 2.7TM 805K 5.1% $15.95 $222 6.0%
Exit 12 20.4M 844K (48.7K) 14.1% $15.96 $233 5.8%
Exit 10 46.8M 90.1K (1.4M) 5.0% $14.14 $203 5.5%
Exit 8A 79.7TM 392K 1.6M 2.7% $12.81 $221 5.8%

overaLL | smsc | _am | e | sen | suss | sws | oz

Sources: CoStar and Internal Research
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Market Trends

4Q23 | Entire State of New Jersey

= all industrial property inclusive of multi-story facilities

YTD UNDER YTD NET MARKET SALE
INVENTORY SF CONSTRUCTION SF ABSORPTION psF ~ VACANCY RATE MARKET RENT/SF  pricE/sF
o)
11B  18.1M  (5.0M) 5.8% $14.07 $193
Prior Period 1B Prior Period 22.1M Prior Period (4.0M) Prior Period 5.4% Prior Period $13.80 Prior Period $195
Availability Inventory Sales Past Year Demand

Vacant SF 61.2M A  Existing Buildings 22,468 A  Asking Price Per SF $133A 12 Mo Net Absorp % of Inventory 0.3%V
Sublet SF 7.2M A Under Construction Avg SF 169KVY  Sale to Asking Price Differential -7.0%VY 12 Mo Leased SF 37.1M Vv
Availability Rate 9.2% A 12 Mo Demolished SF 923K ¥  Sales Volume $3.5BY  Months on Market 6.9A
Available SF 98.6M A 12 Mo Occupancy % at Delivery 39.1%V  Properties Sold 712V Months to Lease 6.6 A
Available Asking Rent/SF $13.86 A 12 Mo Construction Starts SF 12.8MV  Months to Sale 11.0¥  Months Vacant 71A
Occupancy Rate 94.2% V¥ 12 Mo Delivered SF 30.2MA  For Sale Listings 535A 24 Mo Lease Renewal Rate 71.7%
Percent Leased Rate 95.0%VY 12 Mo Avg Delivered SF 253KA  Total For Sale SF 26.6MA  Population Growth 5 Yrs 3.6%

Sources: Costar | Bureau of Labor Statistics | U.S. Bureau of Economic Analysis | U.S. Department of Commerce



New Development

4Q23 | Northern & Central New Jersey | Big Box Industrial

Average Rental
Rate (PSF) NNN

Big Box Markets

Exit 16-18: Meadowlands $27.50
Exit 13A-15: Port $28.50
Exit 13: Linden $18.75
Exit 12: Carteret $17.50
Exit 10: Edison $16,50
Exit 8A: Cranbury $13.00
Exit 7A: Robbinsville $12.50
Exit 6: Burlington $10.00

Sources: CoStar and Internal Research based upon 32°+
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Land Pricing

4Q23 | Northern & Central NeW Jersey | IOS without a maintenance facility

Average Rental Average Rental
NJ Markets Per Mo Per Acre NJ Tertiary Markets Per Mo Per Acre
NNN NNN
Exit 16-18: Meadowlands +$28,000 Route 3 Corridor +$20,500
Exit 13A-15: Port +$28,000 Fairfield-Totowa Corridor +$16,000
Exit 13: Linden £§20,500 Sz (MBS ety +£§10,500
Corridor
Exit 12: Carteret £$18,000 LESTET LI (el +$8,500
Corridor
Exit 10: Edison +$16,000 Bridgewater Corridor +$10,500
[-287: South Plainfield +$15,000 Sayreville - Old Bridge +$8,500
Exit 8A: North Brunswick +$11,500 Western 78 Corridor +$8,000
Exit 7A: Robbinsville +$8,500
Exit 6: Trenton +$8,000
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INDUSTRIAL SALES

906 Murray Road 287 Corridor $217.500,000 | $178 Morgan Stanley

1900 Lower Road Exit 13 $21,000,000 | $312 Service Tire Truck Center

100 Fulton Street 287 Corridor $20,900,000 | $187 Marcus Capital
TO P O F T H E 1 Dodge Drive West Essex $17,800,000 | $187 Venture One

Northern & Central NJ | Industrial

3000 Valley brook Avenue Meadowlands 1,300,000 TJX Companies Inc.
1240 S River Road Exit 8A 607,709 Marc Fisher Footwear
110 Van Keuren Avenue Exit 15w 427,155 CVS
1620 River Road Exit 6 477,736 US ELogistics

CONSTRUCTION PROJECTS

m Type-Tenancy SF (¥) Completion (approx.)

Elizabeth Spec 103,912 to 299,999 SF 2Q 24
Bayonne Spec 355,580 SF 4Q 24
Perth Amboy Spec 800,000 — 1,043,600 SF 2Q 24
Carteret Spec 355,100 1Q 24

Sources: CoStar and Internal Research




Import TEUs
December (YTD)

Loads Empties

YTD Nov 2023 3,663,904 20,232

YTD Nov 2022 4,500,840 18,205

% Change -18.60% 11.10%

Export TEUs

Loads Empties

1,180,698 2,311,292

1,196,204 3,165,404

-1.30% -27.00%

Total TEUs

Loads Empties

4,844,602 2,331,524

5,697,044 3,183,609

-15.00% -26.80%

Total
7,176,126
8,880,653

-19.20%

MONTHLY TEUs

750,000 —

730,000

710,000 -

690,000

670,000 —
650,000 —__
630,000 —
610,000 —
590,000 -

570,000 ~

550,000

Rail Lifts
578,751
660,831

-12.40%

<

Sources: CoStar, Internal Research, www.panynj.gov



Market Trends
4Q23 | New Jersey | Monthly Unemployment Rate

2023

CONSUMER SPENDING Aug Sept Oct Nov Dec

Percent change from preceding month

13400 Personal income:
,/
/’

b Current dollars 0.4 0.3 0.3 0.4 0.3

o~ 15400

e
™ Disposable personal Income:

// 15200
12— N Current dollars 0.4 0.3 0.3 0.4 0.3
/—--‘/’—- 15000 Chained (2017) dollars 0.0 -0.1 0.3 0.5 0.1

-~
,/ Personal consumption expenditures (PCE):

g 14800
/ Current dollars 0.3 0.7 0.0 0.4 0.7
/ e Chained (2017) dollars -0.1 0.4 0.0 0.5 0.5

/ 14400 Price indexes:

PCE 0.4 0.4 0.0 -0.1 0.2

14200
Jan 2021 A 200 Jan 2022 M 2022 Jan 2023 a0 Jan 2004 PCE, excluding food and energy 0.1 0.3 0. 01 02
Price indexes: Percent change from month one year ago
PCE 3.3 34 2.9 2.6 2.6
PCE, excluding food and energy 3.7 3.6 3.4 3.2 2.9

Sources: tradingeconomics.com | US Bureau of Economics

Unemployment Rate o Lo Lo

u U.S. and New Jersey’s unemployment rate maintained a steady rate with very

JOBS

little fluctuation over the fourth quarter. 4.4% 4.3% 4.5%
usS 3.8% 3.7% 3.7%




Market Office Trends

4Q23 | New Jersey

OFFICE

» Leasing activity throughout New Jersey surged in the fourth
quarter totaling 2.4 MSF, driven largely by two large transactions

accounting for 907,962 SF (Bank of America, Nokia Bell Labs).

UNDER 12 MO NET

CONSTRUCTION SF ABSORPTION SF VACANCY RATE

INVENTORY SF
* Nearly 60% of completed transactions were less than £25,000 SF.

« There has been a decline in sublease space from Q3 to 7.4 MSF 449M 389K (579 K) 226%

which accounts for 19% of the total available space.

Prior Period 454M Prior Period 265M Prior Period (471k) Prior Period 24.26%
+ 85% of all leasing was signed in Class A space. Tenants are
seeking buildings in more desirable locations, with several
amenities, and a landlord who is willing to offer tenant MARKET RENT/SF MQEFSSTFSALE
improvements.
« An additional 5.7 million SF was added to the redevelopment $2970 $1 62
pipeline which brings the total space approved for redevelopment
to 16.9 MSF. Prior Period $30.18  Prior Period $181
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Market Retall Trends

4Q23 | New Jersey

RETAIL

» According to a report by Deloitte US, retailers faced market volatility,
massive labor pressures, and supply chain constraints through the 4Q
holiday season.

» Pop-up holiday stores and sales help boost retail sales in the 4Q. Labor

costs continue to reduce profitability in brick-and-mortar. INVENTORY SF
»  47% of retailers plan to expand their retail footprint in 2024 (Colliers),

shifting the focus from store closings to openings. 528 4 M
« Approximately 80% of all shopping in the Garden State occurs in stores, Prior Period 528M

a number that grew through 2023 and finished stronger in Q4 2023 than
Q4 2022, aided by supply chain issues slowly resolving post-pandemic.

* US retailers are incorporating Micro Fulfillment Centers (MFCs) to
increase storage, as they implement effective analytics tools.

» Slowing inflation and strong labor market should allow for increased
“micro-indulgences” as buyers come to terms with price increases.

« Cannabis market will exceed $1 billion in sales in 2023 and is still in
infancy stage; as regulations take shape, the sky's the limit.

MARKET REPORT

www.blauberg.com

UNDER 12 MO NET
CONSTRUCTION SF ABSORPTION SF

2.4M 1.4M 6.2%

Prior Period 2.2M Prior Period 1.6M Prior Period 5.8%

VACANCY RATE

MARKET SALE
PRICE/SF

$23.12 $197

Prior Period $23.18 Prior Period $201

MARKET RENT/SF
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Market Multi-family Trends

4Q23| New Jersey

MULTI-FAMILY

- With high home prices, low housing supply, above-average property taxes
and inflation concerns, Northern New Jersey rental market continues to be

one of the most-competitive rental markets in the country.

- The area continues to see an elevated demand. However, record levels of
new supply (increase in units from 162k to 164k) are pushing average NVENTORYUNITS

occupancy below 95% for the first time since early 2020. As tenants face

more housing options, landlords are moderating rent increases on new
163,914

leases and offering concessions to secure new tenants.

- With hundreds of new luxury units flooding the market, the developers are

Prior Period 161,576

still targeting the suburban high end of the market as elevated mortgage
rates and high home prices will continue to push more would-be buyers

toward the rental market.

- Sales volume declined largely tracking the slowdown in rent growth. This
trend pushed institutional investors to the sidelines, leaving wealthy
individuals to account for majority of the activity. Buyers and sellers are
continuing to level their expectations which is reflected in an average cap
rate rising to 6.0% from 5.8% in the previous quarter and the average
market sale price PSF continuing to decrease from $235k to $225k.

MARKET REPORT

www.blauberg.com

UNDER

CONSTRUCTION
UNITS

13,892

Prior Period 14,816

MARKET CAP

RATE VACANCY RATE
% 5.1%

6.0% 1%

Prior Period 5.8% Prior Period 4.8%

MARKET SALE
PRICE/SF

$2,070 $225K

Prior Period $2,060 Prior Period $235K

MARKET RENT/SF
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About

Since its inception in 1932, The Blau & Berg Company has secured a leading position in the New Jersey and Tri-
State commercial real estate market. Headquartered in Short Hills, New Jersey, we are an independent, full-service
commercial real estate brokerage firm providing services in the industrial, retail, and office spaces, including site
selection, acquisitions, dispositions, leasing, tenant representation, portfolio sales, asset repositioning, and property
& construction consulting.
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GENERAL

The information contained herein has been obtained from sources considered to be
reliable, but no guarantee of its accuracy is made by this company. In addition, no
representation is made respecting zoning, condition of title, dimensions, or any
matters of a legal or environmental nature. Such matters should be referred to
legal counsel for determination. Subject to errors and omissions. The information
contained in this document is proprietary to The Blau & Berg Company.
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