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[etter from the editor

MARKET MOMENTUM BUILDS

The San Antonio and Austin retail markets gained
momentum in the fourth quarter as both sale and
lease transaction activity increased. The close of
2025 also brought an uptick in acquisition and
refinance activity, according to lenders. Pricing for
new deals coming to market rose by approximately
forty basis points quarter over quarter. Cap rates
for closed deals in San Antonio compressed, while
Austin experienced a notable increase. Although
total transaction volume for 2025 finished 8
percent below 2024 levels, nearly half of all
transactions occurred during the final three months
of the year, signaling renewed market activity.

The retail leasing market finished the year strong.
While rents trended down earlier in the year due to
uncertainty, year-end leasing activity increased and
starting rates ticked up. What we're seeing now is a
stabilization of rents, driven by improved demand
and fewer available spaces.

The latest employment report indicated that the
labor market ended the year on a soft note.
However, Texas leads all states with the largest job
growth in the nation over 2025. Texas also set a
new record for the size of the labor force and total
Texas jobs. These gains underscore the continued
strength and resilience of the state’s economy.

Alex Tatem is the Head of Research for Foresite
Commercial Real Estate and is also an active
investment sales agent.

According to the Visa Holiday Sales Report,
consumer spending increased during the holiday
season, though at a slower pace as higher prices
tempered overall growth.

Interest rates in 2026 are expected to remain similar
to, or modestly lower than, current levels rather than
decline materially. While additional Fed cuts remain
possible as inflation moderates and the labor market
shows signs of strain, a return to historically low
rates is unlikely.

Momentum is already building across the retail
market, with investor activity beginning to
accelerate. Those waiting for more favorable
interest rates or certain economic outcomes may risk
missing near-term opportunities as pricing and

competition continue to intensify.

A ﬁ%&%’!?g

SR\

(=




I

ON THE MARKET

o 87 class A & B multi-tenant retail properties were publicly marketed during the fourth quarter of 2025.

» Nineteen new listings came to market during the quarter. Thirteen properties went under contract. Two reduced
their price. Twenty two properties sold in San Antonio and Austin markets combined.

» San Antonio’s average asking cap rate for all multi-tenant retail was 6.73%, up 11 basis points from Q4 2024.

» The average listing cap rate for all product sizes in Austin is 6.12%, down 8 basis points from Q4 2024.

* Year-end activity reflected stronger demand and improved market momentum going into 2024.

LEASING AND VACANCY

* Retail rental rates ticked up slightly for new leases, driven by increased activity and fewer available spaces.

» San Antonio's average starting rental rate is $22.79, up $2.54 (12.5%) from last quarter.

* Starting rents also increased in Austin to $35.39, about 4% higher than Q4 2024.

» While year-end activity pushed starting rates higher in Austin, overall asking rents declined throughout the year,

finishing 2025 approximately 12% below 2024 rates.

CONSTRUCTION COSTS

» Average commercial construction costs in Texas now range from $190 to $340 per square foot.

e Costs have increased 3-6% over 2024 levels.
* Labor remains the largest factor in commercial construction cost, with skilled trades commanding 4-5% annual
wage growth through 2026.

LABOR MARKET

» Texas ended the fourth quarter with an unemployment rate of 4.2 percent, lower than the nation's 4.4 percent.

* Austin's unemployment rate is 3.5%. San Antonio's is 4.0%.

o U.S. employment increased by 50,000 jobs in December, below than the modest estimate of 73,000.

 Restaurant and bar jobs accounted for over half of the jobs created in December. Retail reported a decline of
25,000.

RETAIL SALES

» The VISA Holiday Sales Report showed consumer spending to be up 4.2% (compared to 4.8% last year)
e When adjusting for inflation, the growth becomes a more modest 2.2% versus 3.0% last year.

e 73% of holiday payment volume was in physical stores while 27% of retail spending happened online.

KEY INDICATORS

» The Consumer Price Index (CPI) rose by 2.7% year-over-year in December.

* |Inflation for certain household necessities, especially food and shelter, increased in December.

e The Federal Reserve cut its benchmark interest rate at each of its last three meetings, most recently in
December, bringing the target range to 3.5% to 3.75%, a three year low. r
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Current Trends

¢ The average asking cap rate for Class A
shopping centers in San Antonio is
6.47%. The average for Class B is 6.90%

e The average asking cap rate for Class A
shopping centers in Austin is 6.01%.
The average for Class B is 6.42%

New Listings

Reduced Price

*San Antonio & Austin Markets Combined

PACGE 4

# of Listings

Avg Cap Rate Class A

Avg Cap Rate Class B
Average Occupancy 96.65% 98.13%

B 042024
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power centers that came to the market at the same time.



Retail Pricing

RETAIL CENTER SALES

2025 COMPARED TO 2024~

AVERAGE CAP RATE AVERAGE PPSF AVERAGE OCCUPANCY
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*Sample of 50 Properties. Source: Foresite Research Services

COMBINED SAN ANTONIO AND AUSTIN - NEWLY LISTED AND SOLD

NUMBER OF PROPERTIES SOLD
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Represented the Seller Represented the Seller Represented the Buyer Represented the Seller Represented the Seller



2026 Market

A recent survey of San Antonio-area commercial real

estate brokers reveals a market outlook that is generally

positive, though tempered by caution, heading into 2026.

Participants were asked whether they expect 2026 to be
better, the same, or worse than 2025, and to provide
commentary explaining their view.

The data to the right shows a clear leaning toward
optimism. This indicates that while enthusiasm isn't
overwhelming, the majority of brokers see 2026 as a year
of forward movement rather than continued stagnation.

Themes From Broker Commentary

Across dozens of written responses, several recurring
themes emerged:

1. Anticipation of Interest Rate Relief

Many brokers noted that even modest rate cuts, or
simply stability after two volatile years, could unlock
pent-up transactions. Improved financing conditions
were one of the most commonly cited reasons for
predicting a better year.

2. Buyers Ready but Waiting

Several brokers mentioned active buyers who are
currently paused due to pricing gaps, debt costs, or
uncertainty. Many believe that once rates settle and
sellers adjust expectations, deal activity will pick up.

3. Mixed Signals in the Multifamily Sector

A few brokers expressed concern about continued
softness in apartments, pointing to oversupply, high
concessions, or pressure on valuations. This was the
most frequently cited reason among those predicting
a “same” or “worse” scenario.

autiously Optimistic

Most Brokers Expect an
Improvement in 2026
640/ believe 2026 will

O  be a better year
52 O/ expect conditions to
O  remain about the same

A small minority anticipate a worse year

4. Industrial and Retail Remain Bright Spots
Comments highlighted continued strength in industrial
and pockets of retail, especially service-oriented and
necessity retail. These sectors were often referenced
as stabilizing forces heading into 2026.

5. The Mood: Cautious, Not Exuberant

The commentary reflects neither distressed sentiment
nor runaway optimism. Instead, brokers appear
measured and hopeful that 2026 will be a turning
point, but aware that recovery hinges on broader
economic shifts.

Overall Outlook

The 2026 broker forecast suggests that confidence is
returning, though slowly. With most respondents
expecting improvement and few anticipating
deterioration, the mood across the market is one of
guarded optimism.

If early signs of interest rate stabilization hold, brokers
widely believe that 2026 could mark the beginning of
renewed momentum across key sectors—especially for
buyers and sellers who have been stuck in a wait-and-
see cycle throughout 2024 and 2025.
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Leasing Activity

Starting rates decrease in 2025

STARTING RENT TRENDS

$42.40
$40
$37.59
$35.59 AUSTIN
$31.28 $33.18 $33.00 $22.79
$30 $29.86
$30.09 SAN ANTONIO
$29.01 Source: Compstak
$27.90 3 month moving average
$24.46 includes reported
$23.62 $23.96 concessions
$20.92 - $22.99 2526 SYIPLIN $22.79
$20 $21.78
Av;q} b:(ﬁ \«"Lq’ ﬂ/q' 45‘19' 4’;‘19’ "{P ‘14? 40“14? b‘f\f’ «1?‘ n,b‘ q,b‘ \q?‘ (f? rf? 49({? Vrf?
¥ PSPPI PTOF PO

San Antonio MSA - Tenant Inquiries

To finish out 2025, San Antonio’s starting retail rents
have increased to $22.79, similar to year end of 2024 at

$23.00 for deals done during that quarter.

Starting rents also increased in Austin to $35.39, about
4% higher than Q4 2024. While year-end activity
pushed starting rates higher, overall asking rents
declined throughout the year, finishing 2025

approximately 12% below 2024 rates.

While rents trended downward earlier in the year amid
economic uncertainty, year-end leasing activity
increased and starting rates ticked up. The market is

now showing signs of rent stabilization, driven by

Darker areas indicate higher leasing inquiries based on improved demand and fewer available spaces.
inbound calls to Foresite for the year of 2025.
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Foresite Tenant Representation

Tenants that Foresite Works With

Finding the right location can be challenging and the best spaces lease up often before they ever
hit the market. By leveraging our local market expertise and strong network of landlords, Foresite
assists tenants in securing the ideal commercial space in San Antonio, Austin, and beyond.

How We Support Tenants
Market Insight Business Alignment
Detailed submarket and demographic We introduce your concept and operations
analysis to align your location with your to landlords, positioning your business as a
target audience. valuable addition to their property.
Landlord Relationships Lease Negotiation
Access opportunities through our Expert guidance to secure favorable
strong local network. terms and conditions.

Our tenant rep team partners with a wide range of clients, from emerging retailers entering the
market to established brands expanding their footprint. Whether you're seeking a flagship location,
multiple sites, or specialized space, we tailor our approach to your business goals.

REGIONAL AND NATIONAL TENANTS REPRESENTED BY FORESITE
:@:oo:ist: &4/‘
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One of the biggest surprises was how challenging
it can be to introduce a new concept to the San
Antonio market. While there were plenty of
locations that seemed like a great fit for Bruster’s,
we often found that property owners preferred
more familiar or established concepts.

It was an eye-opening experience that
reinforced the importance of persistence
and creativity in site selection.

Ultimately, finding the right space required
patience and a clear vision for how Bruster’s
could bring something fresh and exciting to the
community.

Social media and digital outreach will be major
components of our strategy, helping us connect
with the community and spread the word quickly.
What’s been especially encouraging is the organic
buzz during construction—many people have
stopped by to share their love for Bruster’s and
tell us they've visited locations in other cities.
That enthusiasm reinforces our belief that San
Antonio is ready for Bruster’s, and we can’t wait
to welcome everyone when we open.

Bruster’s is truly a family-driven venture for us.
While most of the day-to-day operations will be
managed by me, Casey, every member of the
family will play an active role in supporting the
business. Some family members will work in the
store from time to time, while others will help
manage our social media presence and
community engagement.

It’s exciting to build something that not only serves
the neighborhood but also brings our family
together in a shared vision.

Our goal is to bring the best fresh-made ice cream
experience to the San Antonio market while creating
a fun, welcoming environment for our guests.
Beyond serving delicious treats, we plan to partner
with local schools and nonprofits to support
fundraising initiatives that enrich our community.
We see Bruster’s as more than a business—it’s an
opportunity to connect with people and make a
positive impact in San Antonio.

We spent nearly four years searching for the right
location, and one of the most challenging aspects
was finding a commercial broker who truly
understood our vision. When we connected with
Kara Walters, everything changed. She listened to
what we wanted, guided us through the complexities
of site selection, and stayed engaged even after the
lease was finalized—checking on construction
progress and sharing ideas for future locations. The
process reinforced that timing matters, but having
the right partner matters even more.

A knowledgeable, responsive broker can make
all the difference in turning a frustrating search
into a successful outcome.
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Delinquency Risk by Tenant Type:
Industry Analysis

What classification of tenants is the most risky after lease signing?

Our survey of over 600 retail tenants reveals that while overall delinquency rates remain relatively low
at 5%, the distribution of delinquent tenants across industry sectors presents important considerations

for portfolio risk management and tenant diversification strategies.

Industry Breakdown of Delinquent Tenants

High-Risk Sectors Moderate-Risk Sectors

(20%+ of delinquencies) (10-20% of delinquencies)

* Restaurant (25%) - Represents the * Beauty (15.6%) - Second-highest
highest concentration of delinquent concentration, likely driven by commission-
tenants, reflecting the industry's based revenue models, high competition,
characteristically thin margins, high and reliance on discretionary consumer
operational costs, and sensitivity to spending.

economic fluctuations and consumer
spending patterns. * Entertainment (12.5%) - Elevated risk profile
due to seasonal revenue fluctuations and

Standard-Risk Sectors changing consumer entertainment
(5-10% of delinquencies) preferences.

e Office (9.4%) - Moderate representation

* General Retail (12.5%) - Reflects ongoing

considering the sector's exposure fo challenges in the retail sector including e-

economic cycles and potential impacts . )
Y P P commerce competition and evolving

from remote work trends. semsmieT shepping helsts

> tugelisal i) = RE e/ Siel sl (s Lower-Risk Sectors (~ 5% of delinquencies)

facing pressures from insurance

reimbursement challenges and regulatory * Fitness (5.1%) - Lower representation despite
changes. membership-based revenue volatility.

* Contingent Use (9.4%) - Variable risk * Apparel (5.1%) - Minimal impact on overall
profile dependent on specific use case delinquency despite retail sector
and market conditions. challenges.

r] I FORESITE Source: Foresite Research Services
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Apparel
3.1%

Beauty

Restaurant 15.6%
25%

On Time
95%

Entertainment
12.5%

Fitness
3.1%

On Time vs.

Delinquent o

General Retail
Contingent Use 12.5%

9.4%

Payments

Delinquency by Tenant Type

Expansion Inquiries by Tenant Type Percent of Inquiries in 2025

50%
40%
30%
20%

10%

0%

Apparel Beauty Entertainment Fitness General  Contingent  Medical Office Restaurant

Restaurant, Beauty, and Entertainment sectors collectively represent 53.1% of all delinquencies,
yet these same consumer-facing categories also demonstrate the highest expansion rates

among ftenants.

The correlation between delinquency concentration and expansion activity suggests that
landlords must carefully balance portfolio composition. Properties targeting aggressive growth
through restaurant and experiential retail concepts will naturally assume higher short-term
payment risk in exchange for higher occupancy.

Source: Foresite Research Services ﬁ i FOR ESITE,
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Occupancy Cost

Rolling 12 month view of occupancy costs across retail categories.

Low Occupancy Cost (0% - 5%) YoY % Change
Supermarket - A 82%

Home Improvement _ V -9.3%
Beauty Supplies _ A 12%
Sporting Goods _ V -28.6%

Moderate Occupancy Cost (5% - 10%) YoY % Change

Fast Food _ A 1.8%
Restaurant _ A 1.3%
Department Store — V -44.0%
Home Goods _ V -0.7%
Specialty Retail _ A 11.2%
Dollar Store _ A 25.6%
pppore s v

Elevated Occupancy Cost (10% - 20+%) YoY % Change
Spocily Food 0% A 2o

potSupplis 0% v 20
Shoss a0 s
Seon we A2
Crat womo A sz
Fas s A s

Source: Datex Property Solutions
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Construction Spending

Texas Commercial Construction Cost Overview

Average commercial construction costs in Texas now range from $190 to $340 per square foot. This depends
on the type of building, the region, and how complex the project is. That's a 3-6% annual increase over
2024 levels. This shows steady but rising pressure from subcontractor wages and code requirements.

Building Type 2024 Avg. ($/SF) 2025-2026 Avg. ($/SF) Trend
Retail / Restaurant $200 $230-$370 Rising due to finish quality
Office / Corporate $185 $210-$330 Moderate escalation
Industrial / Warehouse $140 $160-$250 Stable rv:;rg\ifyel price
Medical / Healthcare $250 $280-$440 Highest growth rate
Multitamily / Mixed-Use $190 $230-$350 Increasing demand
Hospitality / Hotel $250 $310-$450 Fire protection and FR&E

Commercial Construction Cost per Square Foot by Project Type

Project Type Low Range ($/SF) High Range ($/SF) Primary Cost Factors
Retail / Restaurant $210 $370 HVA&&Z‘?}’,&EEP‘%’
Office / Corporate $190 $330 L(Tg\?;:ot?i;[gf_:rﬁ;’

Medical / Healthcare $270 $440 Plurr:jbing, e|e|p’rricc|,
code compliance
Industrial / Warehouse $130 $250 TIH'WTPI“SC)LSJEQQS' slab
Multitamily / Mixed-Use $200 $350 Porkingaﬁ\ogniilfﬂrg,sshored
Hospitality / Hotel $260 $450 FF&E, fire suppression,

ADA compliance

Source: RSMeans Construction Cost Index, Texas Construction Association, U.S. Bureau of Labor Statistics Construction Reports
October 2025



Key Cost Drivers for 2025-2026

1. Labor and Subcontractor Availability

Labor remains the largest factor in commercial construction cost, with skilled trades commanding
4-5% annual wage growth through 2026.

2. Material and Supply Trends

Structural steel, concrete, and MEP materials are stabilizing, though lead times remain long.

3. Code Compliance and Energy Standards

Adopting new energy efficiency and fire protection codes adds 2-3% to total construction cost.

4. Financing and Interest Rates

Financing conditions in 2025-2026 will impact project timelines, especially for speculative builds.

5. Site and Infrastructure Complexity

Projects requiring significant utility or drainage work typically add 10-15% to the overall construction
cost per square foot.

PO )
Design-Build Expansion Sustainability Prefabrication and Industrial Sector
Design-build projects now and Efficiency Modular Growth Strength
account for more than 55% Energy-efficient materials Prefab reduces waste and DFW and Houston lead
of Texas commercial builds and solar-ready designs are stabilizes construction the nation in industrial
due to cost control. becoming standard. pricing. development activity.

Technology Integration - BIM and predictive modeling tools improve cost accuracy.

Regional Construction Cost Differences in Texas

Region Average Range (S$/SF) Market Insights
Houston $185 - $320 Strong trade bqse; competitive
pricing
Dallas-Fort Worth $190 - $340 Logistics growth and higher
subcontractor demand
Austin $210 - $360 High wages and land costs drive
escalation
San Antonio $175 - $300 Lower-cost market; expanding

logistics sector

Source: RSMeans Construction Cost Index, Texas Construction Association, U.S. Bureau of Labor Statistics Construction Reports



THE US LABOR MARKET ENDED
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Jan- 2022 pec. 2025 U.S. employment increased by 50,000 jobs in

jzs: December, below than the modest estimate of
— 73,000. The report also revised October and
o November data downward. The unemployment
— rate fell to 4.4%. For the full year, payroll gains
—-— averaged 49,000 a month, compared with 168,000
- in 2024, according to the BLS.

100K

Restaurant and bar jobs led the month, rising
27,000, while health care added 21,000 and social

100K Hiring in October was revised . . .
down again to 173,000, | assistance increased by 17,000. Retail reported a

decline of 25,000. Government added just 2,000
jobs for the month.

-200K
2022 2023 2024 2025

Unemployment Rate

4.4% 4.2% 3.5% 4.0%

United States Texas Austin San Antonio

U.S. unemployment rate
Jan. 2022-Dec. 2025

5%

475 Texas lead all states with the largest
45 job growth in the nation over 2025.
425 G Texas also set a new record for the
a o number of Texans working, the size of
378 the labor force, and total Texas jobs.
s

325

2{;22 20‘23 20‘24 2(;25

Chart: Gabriel Cortes / CNBC

ource: ULS. Bureau of Labor Statistics CRBC

ata as of Jan 9, 2026
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Retail Sales

While the December retail sales report has
been delayed due to the backlog faced from
the government shut down, the VISA Holiday
Sales Report (first seven weeks) showed
consumer spending to be up 4.2% (compared
1o 4.8% last year), however with a slower
pace amid higher prices. When adjusting for
inflation, the growth becomes a more modest
2.2% versus 3.0% last year.

RETAIL HOLIDAY SPENDING

Year-Over-Year Growth

; 4.8%
4 3.6%
3
2
1
2022-2023 2023-2024 2024-2025

66

"American consumers may be cautious in
sentiment, yet remain fundamentally strong
and continue to drive U.S. economic activity.
More of the non-essentials that they're cutting
out are in the services side of the economy, like
recreation, travel, and eating out. They're not
doing that, but they're continuing to spend on
goods. Consumers are highly promotional right
now. They are looking for deals but most
retailers recognize that.

The National Retail Federation
President and CEO Matthew Shay

29

e VISA Forecast: +4.6% for November and
December combined, in line with
predictions

e In-store shopping remains strong: 73% of
holiday payment volume was in physical
stores while 27% of retail spending
happened online.

e [E-commerce sales +7.8% (fueled by early
promotions)

e NRF Forecast: $1.01T - $1.02T (+3.7% to 4.2%
over last year)

Key Retail Categories

YEAR OVER YEAR RETAIL SALES GROWTH

7.0%

General Building Material Food &
Merchandise & Garden Beverage
Stores Equipment

Electronics &
Appliances Stores

Furniture & Home
Furniture Stores

Clothing &
Accessories

W 2023-2024 W 2024-2025

Source: VISA Holiday Sales Report & NRF Forecast
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Key Indical

The Consumer Price Index (CPI) rose by 2.7% year-over-year in December. The cooling inflation rate brings it
closer to the Fed’s 2% target, but inflation has remained above that level since February 2021 and many
households are feeling the squeeze. Inflation for certain household necessities, especially food and shelter,
increased in December.

U.S. CONSUMER PRICE INDEX “The bottom line is, I think inflation is still
Year-over-year percent change uncomfortably high. Inflation for staples,
= Al ftems Less food and energy necessities, remains elevated.
2] “I think were it not for the tariffs, we would
B have been back to target already, but tariffs
7 have pushed up inflation a little over half a
& |[percentage] point.”
5 Mark Zandi, chief economist at Moody’s.

Inflation is expected to ease further to 2.6% by
the end of 2026. The personal-consumption
expenditures price index, the measure
preferred by the Fed, is expected to cool to
2.5% by the end of 2026.

2 269

1

1 L] 1 ' |
2021 2022 2023 2024 2025
Source: U.S. Bureau of Labor Statistics

The Federal Reserve cut its benchmark interest rate at each of its last three meetings, most recently in
December, bringing the target range to 3.5% to 3.75%, a three year low. Economists expect the easing cycle to
continue, with one quarter point cut anticipated by June and another in the second half of the year, which would
place the federal funds rate at a midpoint of roughly 3%. According to James Knightley, chief international
economist at ING, risks remain skewed toward additional rate cuts due to labor market weakness, inflation, and
a more dovish Fed leadership.

Inflation ended last year at 2.7% based on the 12 month change in the consumer price index, well below the 3.6%
expected last spring at the height of tariff concerns. Looking ahead, economists believe the worst of the labor
market slowdown has passed, with unemployment expected to hover around 4.5% in 2026 after ending 2025 at
4.4%, while monthly job growth is projected to average 65,000 over the next four quarters. These improvements
are partly attributed to the Fed’s late 2025 rate cuts.

Economists now assign a 27% probability of recession over the next 12 months, the lowest level in a year, though
risks remain tied to challenges to inflation, and slowing job growth among lower and middle income households.
As Bernard Baumohl, chief global economist at the Economic Outlook Group, noted, current economic growth is
being driven largely by higher income consumers benefiting from strong equity markets fueled by investment in
Al and data centers, leaving the economy vulnerable to any sudden pullback in stock values.

Source: Mark Zandi's interview with Morning Brief Host Julie Hyman, January 22



Bryan Leonard has served as the managing director of the San Antonio Northmarq office since 2009.

According to the Mortgage Bankers Association, the
number of financing transactions nationwide in the 3™
quarter of 2025 were 36% higher on a year over year
basis. “Commercial and multifamily borrowing has now
increased for five straight quarters on both a quarterly
and annual basis,” said Reggie Booker, MBA's
Associate Vice President of Commercial /Multifamily
Research.” Included in this increase is a 100% increase
in financings (in terms of dollar volume) for retail
properties. Major lenders are banks, insurance
companies, debt funds and CMBS.

We continue to hear the narrative that some are
waiting for rates to fall to transact. But, the
aforementioned  statistics  indicating  increasing
financing activity suggest that view is changing.
Waiting on rates to fall dramatically could lead to
missed opportunities. Taking advantage of opportunity
now at current rates (whether refinancing or
purchasing) while maintaining flexibility to refinance in
the nearer term if rates come down seems to be a
contemporary sensible strategy. In fact, at the end of
2025, we observed an uptick in both acquisition
and refinance activity which anecdotally supports
that the market is moving towards taking

advantage of current conditions.

FRED ot == Market Yield on U5 Tressury Securities at 10-Year Conetan Maturity, Quoted on an investment Basis

e Market Yiekl on LS. Treasury Securfiies at 2-Yeas Constont Maturity, Quoted on en Investment Basis
7

6
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Source: Board of Governors of the Federal Reserve System (UiS) via FREDS
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Lource: Board of Governors of the Federal Reserve System (US) via FREDS
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Before projecting where rates might be in the future,
let's start by taking a step back and look at some rate
history, using the 10-year treasury and Fed Funds rates
as benchmarks.

In 2020 the 10-year treasury was less than 1% and the
Fed Funds Rate went to near 0%. Covid was in full
swing, having been declared a pandemic in 2020, and
the government began pushing out PPP money. That
created a historical liquidity event and increase in the
money supply and predictably was inflationary.
Subsequently, the Fed aggressively raised rates to try
and get that under control. Trouble is, they waited too
long and raised too fast. Starting in March 2022, the
Fed raised rates 11 times through July 2023, starting at
near zero and ending up north of 5%. The market was
transacting based on a much lower interest rate
environment and this sudden increase in the cost of
capital significantly impacted transaction volumes. The
good news is that the market is settling into the new
paradigm. In my 35-year career, we have been in a
net falling interest rate environment. As the cost of
capital fell, cap rates compressed and values
increased.



Add in a little rent growth and debt amortization and Banks that are more focused on short term

times were good for real estate investors. We are at lending could lower rates further if the Fed cuts
an inflection point in our industry where rates more in 2026 and longer-term lenders like
have stabilized and now property operations and insurance companies that base their rates on
debt amortization are at the forefront, impacting treasury indices could be in a position to offer
investor returns. To continue our rate discussion, let's lower rates if treasuries moderate some and
now compare the 10 year and 2-year treasury note bond yields don't widen out significantly. In
rates as depicted in the graph above. The gray bars summary, it seems the consensus is for a
indicate  recessions. When the short-term rate similar but perhaps slightly lower rate
exceeds the long-term rate it is called an inversion. environment in 2026. It is unlikely we see a
Historically, inverted yield curves have been a reliable dramatic change though.

indicator of a recession to follow. However, the yield

curve was inverted for nearly two years beginning in INDEX RATES

July 2022, with no recession indicated thus far. There DECEMBER 2025
have been other factors at play since the early 2000’s

influencing treasuries stemming from global monetary 3.70% 3.94%

policy and this historical predictor of recession may

5- YEAR TREASURY 30 DAY AVG SOFR

not be as reliable as it once was.

Treasury based interest rates are comprised of the 4.1 5% 3.76%

base treasury yield plus a spread that is often 10- YEAR TREASURY 10-YEAR SWAP
benchmarked to investment grade corporate bond
yields. Currently the yield spreads on corporate bonds
are low and could broaden a bit later in the year INDEX RATES

which would ftranslate to widening spreads on DECEMBER 2024
permanent commercial real estate loans. My view is
that rates drift down some in 2026 but we should

not expect a return to the once-in-a-lifetime lows 4'26% 4°60%

experienced in the pandemic era. We saw our last > YEARTREASURY SONALYGISERER

rate cut in December 2025. Inflation has seemingly

moderated and the jobs market is looking a bit 4.40% 3.67%

strained, so we could still see some cuts in 2026. 10 YEAR TREASURY T0.YEAR SWAP

COMMERCIAL - LIFE COMPANIES

5-YEAR 25-30 60% - 75% 160-220 5.31%-5.91%
10 - YEAR 25-30 50% - 65% 150-190 5.66%-6.06%
10 - YEAR 25-30 60% - 75% 160-220 5.76%-6.36%
15- YEAR Fully Amortizing 60% - 75% 160-220 6.07%-6.67%

COMMERCIAL - CMBS

5-YEAR 30 65% - 75% 250-300 6.21%-6.71%

10 - YEAR 30 65% - 75% 225-275 6.41%-6.91%

Source: Northmarq | December 17, 2025

Northmarq Capital's roots date back more than 60 years to its establishment as a residential mortgage company. It has grown to be a leading national
private firm providing debt, equity, investment sales, loan servicing and fund management services across the multifamily and commercial asset
classes. The firm has completed nearly $70B in transaction volume from 2022-2024 and has more than 1,000 CRE professionals in offices nationwide.
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MEET THE TEAM

Investment Sales Specialists

Experience, focus and creativity is what makes Foresite Investment Sales so unique. Coming together from large firms to form

our team, we offer decades of experience and a national reach. Having closed over 250 sale transactions across 15 states in

every primary product type, our team has the expertise to maximize value for our clients in any market condition.

Chad Knibbe, CCIM Daryl Lange

Principal / Co - Owner Senior Vice President

Chad was a key player in the launching of Foresite Land Sel.'nces & Brokerage i

in 2014 and later founded the investment sales Daryl brlllg's OVEr 20 years of hands-on
division of Foresite Commercial Real Estate in experience as a commercial broker and
2018, development associate.
CKNIBBE@FORESITECRE.COM DLANGE@FORESITECRE.COM

Alexandria Tatem Xavier Alvarado
Head of Research / Associate VP Investment Sales Associate
Alexandria Tatem joined Foresite as an Investment Xavier Alvarado is a retail investment sales

Sales Assoc. and was quickly promoted to Head of
Research. She has a talent for sourcing data and

compiling information in challenging markets. ) . ‘
ATATEM@FORESITECRE.COM XALVARADO@FORESITECRE.COM

specialist focusing exclusively on shopping

centers and net-leased properties.

FOLLOW US
@FORESITECRE

Stephen Berchelmann

Vice President

Urban Developments / Special Projects

Stephen has worked in real estate for more than a
decade and was a member of the #1 retail team in
the central Texas Region.

SBERCHELMANN@FORESITECRE.COM

Kevin Gumprecht

Investment Sales Associate

Kevin Gumprecht provides an expansive approach
to commercial real estate investment sales with
more than a decade of diverse operations
management and strategic planning experience.
KGUMPRECHT@FORESITECRE.COM

NYESTMENT SALES

r-': ' FORESITE®
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Leasing Team

Bethany Babcock, MBA Zach Parra Lauren O’Breza Donna Havel

Managing Broker Assistant Director of Leasing Head of Brokerage Operations Operations Manager

Nicole Mendoza Louis "Lex" Lutto IIT Miranda Henry Tristen Palori

Marketing Manager Senior Vice President Senior Associate Senior Associate

Madison Lang Kara Walters Joe Houston IV Jason Nguyen

Associate Associate Associate Inbound Sales Associate
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Property Management 1eam

More than just answering calls and bookkeeping, our Property Management division adds value by discovering opportunities. We offer
our clients a visualization of trends occurring within their property and submarket. As investment sales brokers we understand how
important this information is to investors and we aim to share that with our clients in an easy and quick to read format.

Nancy Braun, , RPA® Lisa Jimenez
Director of Property Management Director of Accounling

Kraig McCoy Craig Slaughter Donna Weidow, CPM® Cindy James, RPA® Dianna Bolch

Associate Director Associate Director Property Manager Property Manager Property Manager

Rachel Alton Carmen Martinez Marina Prestenbach DezaRae Garcia Melisa Esparza

Property Manager Property Management Coordinator Senior Property Accountant Property Accountant/Administrator Property Accountant

Genevieve Resto Joseph Villarreal Albert Gonzales Wilmer Hinkle David Hellwagner

Receptionist/Accounting Admin Maintenance Supervisor Maintenance Technician Maintenance Technician Maintenance Technician



LAUNGH SPONSORSHIP

Invest in the Next Generation of Commercial Real Estate Leaders

The CRE Launch Program connects industry leaders | acfua//y used the CRE Launch
like you with a class of selected, driven candidates

Program to get my job at JLL.

entering CRE careers. Impact the future of

They heard of the program and

commercial real estate by sponsoring a diverse
cohort of high-performing professionals and they — were really  excited
students on the path to success. because of it. Thats one of the

Many CRE Launch graduates secure roles in the reasons Why fhey hired me.

industry shortly after completing the program, and
your support helps ensure the next generation of Angelica Griesenbeck
CRE professionals is prepared, capable, and ready Class of 2024 Graduate

to contribute from day one. Sales Assistant at JLL

¢ Connect with trained, motivated candidates Become a CRE Launch Sponsor

* Support scholarships and workforce development
* Build early brand recognition with future CRE cre-launch.com/sponsorship
professionals

COMPANIES WHERE OUR GRADUATES HAVE GONE ON TO WORK
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FORESITE®

COMMERCIAL REAL ESTATE

FORESITE RESEARCH
SERVICES

UNIQUE REPORTS

Our Investment Sales Team compiles unique reports each quarter

that you won't find anywhere else.

VALUABLE INFORMATION
This valuable information will help you understand national and
local economic trends, investment market intel and what it all

means for your portfolio.

TRANSPARENCY

Market reports, quarterly investor reports, and rent surveys
performed by agents, not data aggregators, are some of the ways
we approach the business differently. Our clients deserve to know

what is happening so they can be the first o respond to changes.

FORESITE COMMERCIAL REAL ESTATE
777 E Sonterra Blvd. Ste 150 | San Antonio, TX 78258 | (210) 816-2734
1301 W 25th St. Suite 410 | Austin, TX 78705 | (512) 856-4861



