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EVELOPMENT

Brian Adamson
ICAP Development
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NETWORKING SPONSOR

Reinharts

Boerner Van Deuren s.c. Attorneys at Law
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GOLD SPONSORS

O)JLr

@ pakertilly

now, for tomorrow.




SILVER SPONSORS

V]S Construction Services/V]S Development Group
Colliers International | WCREW
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Nathan Winkel
Director of Marketing & Research
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Milwaukee Office Market
End of the Year — End of the Decade — End of the Cycle???

Since 2010:
e Most Major downtown law firms have moved or renewed

e Most major financial institutions have moved or renewed

 Almost all Class A buildings have sold or have had substantial renovations
 We hit historically low vacancy rates which are now slightly rising

e More new product coming online in 2020 than at any point this decade

/\ CARW



Milwaukee Office Market- Overview

e Total Universe: 33,154,570 SF
e QOccupied Space: 28,177,635 SF
 Vacant Space: 4944 019 SF
* Vacancy Rate: 14.9%

(Last year: 13.3%)

22%
20%

18%

Vacancy
o
R

14%
12%

10%
© © A D 9 O N AU > KX b 0 A
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North Office Market

2014 2015 2016 2017 2018 2019

Total Universe 4,174,537 4,133,477 4,353,472 4,294,286 4,253,715 4,100,383
Vacant Space 817,280 970,846 1,036,019 853,937 940,484 1,155,976

Vacancy Rate 19.60%  23.50% 16.7% 19.9% 22.1% 28.2%

30%
28%
26%
24%
22%
20%
18%
16%
14%
12%
10%

Vacancy

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

ACARW L
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NAIOP
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North Office Market — Notable Deals

Leonardo DRS
7449 Flint Road, Milwaukee :?SEE LEONARDO DRS

122,000 SF

®
Milwaukee Tool f
800 Woodland Prime, Milwaukee
52,000 SF

] ' Undisclosed User
W{]“dland ,-’f Prlme Woodland Prime, Milwaukee 0

120,000 SF

i T A I:IALQP
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2014

South Office Market

2015 2016

Total Universe 1,833,817 1,744,803 1,721,827

Vacant Space 272,233

Vacancy Rate  14.8%
19%

17%

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

COMMERCIAL ASSOCIATION ¢

287,338 249,807

17.0% 14.5%

o, -

2017 2018

1,719,703 1,592,368

210,132 134,025

12.2% 8.4%

FIFTH THIRD BANK

1,607,689

116,299

DEVELOPMENT ASSOCIATION
WISCONSIN CHAPTER



South Office Market — New Developments

Completed Transaction

Astronautics Corporation of America

135 W Forest Hill Avenue, Oak Creek AStronaUtlcs
150,000 SF

Ballpark Commons
7900 W Crystal Ridge Drive, Franklin
45,667 SF

ACARW L

FIFTH THIRD BANK
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DEVELOPM ASSOCIATION
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West Office Market

2014 2015 2016 2017 2018 2019

Total Universe 7,562,928 7,521,858 7,512,004 7,532,925 7,411,056 7,461,634 \__

{
Vacant Space 1,306,424 1,258,649 249,807 1,074,848 995,763 1,030,466

Vacancy Rate 17.30% 16.70% 14.50% 14.30% 13.4% 13.8%

22%
21%
20%
19%
18%
17%
16%
15%
:::// e Absorption: -17,710SF
12%

Vacancy

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

FIFTH THIRD BANK
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West Office Market — New Developments

Landmark Credit Union
555 S Executive Drive
Brookfield, WI

158,000 SF

The Corridor

Golf Parkway Corporate Center
: Brookfield, WI
&%Mgf : mérg W 190,000 SF

LAl 5 i

ACARW L
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Central Office Market

2014 2015 2016 2017 2018 2019
Total Universe 17,749,832 17,375,329 17,607,814 17,498,085 20,442,689 19,984,864
Vacant Space 3,354,954 2,714,547 2,620,685 2,608,997 2,401,900 2,641,278

Vacancy Rate  18.9% 15.60% 14.90% 14.90% 11.7% 13.2%

23%
21%

19%

17%

Vacancy

15%

5% * Absorption: 251,367 SF

11%
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
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Central Suburban Office Market

Schenck / CLA
10401 Innovation Drive Schenck ’ @

Wauwatosa, WI

¥ 28,000 SF
Mortenson Construction ___i
115 S 84 Street Mort eES‘On®
I\/Iilwaukee, V\/l construction

B 01 oo oF

| Corelogic

10700 W Research Drive
¥ Wauwatosa, W|

. 27,064 SF

I.-..- ---------

' . COMMERCIAL ASSOCIATION OF REALTORS
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Central Suburban Office Market — New Developments

Muir Woods

10401 Innovation Drive
\ Wauwatosa, WI
84,000 SF

West Allis Development
S. 70t Street
West Allis, WI

= T ] w
ACARW L I ammly NAIC
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Milwaukee Office Market
What is Driving Success in the Suburbs

New is the New New — Tenants Will Pay for Quality

Full height windows, underground parking, large floor plates... i

Mixed use developments

Density supports better amenities

FIFTH THIRD BANK



Milwaukee Office Market

Tenants Have Choices

Ralladiuim

78200 Jaclison

NAIOP

COMMERCHIYAL REAL ESTATE
DEVELOPMENT ASSOCIATION

WISCONSIN CHAPTER



Milwaukee Office Market

What is Driving the Downtown Trend?

Over 500,000 SF of Tenancy Moving
Downtown

e Unemployment Rate is 3.5%
Downtown offers the best access to:

* Amenities

e Diverse Employee Base
* Transportation

e Universities

e Competing Talent

Who is Next?

fiserv. RITEHITE

Keg USUBIIM

—Menomonee ; J \
Park
Lanno
Willow
Springs 3
e — 3
—_—
/ p
A B 05J<f|¢,|d
-AMERICAN FAMILY ,
S ey et LT LT YN S0 S
QTEKSVS[OWE;I'E EEEEm n .HIH GFH\RE. L I | Ll
{ )} Mil%uikcc Cuiuntif‘?o
T m—#
| ~ /J\,Bcdger Mutual
& =
&), F /WC&:‘I »
L<Milwaukee

A CARW “
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Central CBD Office Market

Rexnord

105-111 W Michigan RE)(N@))RD
Milwaukee, WI |

150,870 SF

Husch Blackwell
511 N Broadway
Milwaukee, WI
71,000 SF

Michels Corporation

Rlver —S. 15t Street MIEHE Ls
Milwaukee, WI

46,000 SF

- : ! F - -._“___v_— Tlmpﬂ
)/
’\ -m % g e
ONMERCEEE ~—— DEVELOPMENT ASSOCIATION
FIFTH THIRD BANK L S e v WISCONSIN CHAPTER
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Central CBD Office Market

Jacobs Engineering

Bottlehouse A )
Vilwaukee, Wi JACOBS
16,678 SF

Graef ——

The Avenue GRaEF
Milwaukee, WI

35,000 SF

HNTB

250 E Wisconsin
Milwaukee, WI
24,000 SF

=
“
a FIFTH THIRD BANK
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NAIOP
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Central CBD Office Market

Badger Mutual
The Factory Office Suites

9th St & Highland Ave W, Bﬂdgﬁr SM:"‘IJ-[,:IQ!
20,000 SF Ihe Hoort of Your Insurance Profaction
TekSystems

The Factory Office Suites qTEKSVSterﬂS
9th St & Highland Ave Own change
15,296 SF

American Family Insurance

Mandel Printing —

1319 N. MLK Drive AMERICAN FAMILY
' L INSURANCE |

®

120,000 SF
. EAIEE NAIOP

| - ;' .F | E _. ".
) Sl — 3 1 . -
=
A CARW >3
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Milwaukee Office Market
2019 Predictions — Jenna Maguire FOUNDERS 2

REAL ESTATE SERVICES

e Adaptive reuse product will outperform towers in the CBD Jre

e Atleast one significant office sale will occur downtown to out of state investors in Q1 «.E
2019
e Musical Chairs will continue without job/population growth A_E
) &
e Main & Main will continue to shift north and south of Water & Wisconsin ,E
A
* Milwaukee will be awarded the 2020 DNC | &=

FIFTH THIRD BANK




Milwaukee Office Market
2020 Predictions — Jim Cavanaugh llh $:5e8 s BOERKE

End of the Year, End of the Decade, (But not) End of the Cycle
e Fiserv will locate downtown
e A major corporate tenant will announce a substantial suburban development

e The DNC will be a “Brokered” Convention

’\ COMMERCIAL ASSOCIATION OF REALTORS “
- FIFTH THIRD BANK
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Presenter
Presentation Notes
Good evening, & Happy holidays!
Thank you NAIOP, CARW, & Fifth Third Bank for the opportunity to provide an overview of the Southeastern WI Industrial market.  I wanted to extend a special thank you David Pudlosky and Jim Young for throwing me under the bus!



PRESENTED BY:

JLL

TONY HANING

Vice President
INDUSTRIAL



Presenter
Presentation Notes
I’m Tony Haning, Vice President and Industrial broker @ JLL


Current state of the
market in one word?
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Presenter
Presentation Notes
In the spirit of the holidays I’d like to open with a little fun and games. I’m a big fan of the National Lampoons Vacation movies, especially during the holidays. As a side note, I’ve dressed up as cousin Eddie in the past for Halloween and I have a dog named Griswold. 

If you could describe the current state of the industrial market in one word what would it be? [Look up and count to 3]

Hold that thought…. I’ll give you a few hints. 




HISTORICAL VACANCY

20.00%
18.00%
16.00%
14.00%
12.00%
10.00%

8.00%

6.00%

4.00% o

0.00%
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

——Central Kenosha Overall

JILL \ CAR Fieth Tairp Bank | NAIOP

DEVELOPMENT ASSOCIATION


Presenter
Presentation Notes
I draw your attention to red line depicting overall vacancy of the five submarkets

When looking at the historical vacancy trends, 4 years of influx followed the recession in 2007. 
2011 – 2016 was a period of recurring decline.
Most recently we’ve been back to an influx with 2019 trending up


KENOSHA

TOTAL INDUSTRIAL MARKET

Submarket

North

West

Central

South

Kenosha

Compared
to 2018

Number Of
Buildings
345

346

193

170

128

2019 NAIOP Tracked

Inventory

39,967,978

29,818,097

23,473,675

19,910,197

26,568,255

139,738,202

\ CAR

3,268,570

1,000,072

5,680,696

1,461,314

2,357,165

13,767,817

Total Available Available %

8.2%

3.4%

24.2%

7.3%

8.9%

9.9%

Total Vacant

1,751,306

611,846

3,928,363

1,038,957

1,676,088

9,006,560

FIFTH THIRD BANK

Vacant %

4.4%

2.1%
16.7%

5.2%

6.3%

NAIOP

GCOMMERCIAL REAL ESTATE
DEVELOPMENT ASSOCIATION


Presenter
Presentation Notes
Over the course of the last year, as Inventory levels and construction costs continue to rise, lease prices continue to climb at a modest pace. Limited sale inventory has been hindered by inflated asking prices and prolonged marketing periods. All 5 submarkets experienced negative absorption and increased vacancy. In other words, New Deliveries continue to outpace demand. 


If I could describe the current industrial market in one word what would it be? [Look up and count to 3 & click]
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Presenter
Presentation Notes
Readjustment – the SE WI Inustrial market is trending through a period of Hyper Supply.

Despite the Readjustment period, Industrial real estate remains well positioned as one of the most stable asset classes to invest in.



CENTRAL INDUSTRIAL MARKET

Thieme.

3y

Total Inventory: 23,473,675

Vacant Space: 3,928,363

CENTRAL

Vacancy Rate: 16.7%

User migration to other submarkets
Functionally obsolete inventory Absorption: (602,993)
Limited land for expansion
Limited speculative development
Crime
Taxes

FIFTH THIRD BANK ‘



Presenter
Presentation Notes
The major trend we are seeing in the central submarket is businesses relocating from the central submarket to another part of Southeastern WI. 
While the cost to purchase or rent an industrial building in the central submarket is generally cheaper than any other submarket, other factors seem to outweigh cost. 
These factors include: older, inefficient inventory, limited land for future expansion and new developments, crime, and high taxes. 
Most of the activity within the central market is internal versus by new entrants. 
Some first hand examples of the exodus include Leopardo DRS relocating from Milwaukee to Menomonee Falls, & Smart Warehousing acquiring Bridge Logistics and moving to Germantown. 


CENTRAL INDUSTRIAL MARKET

Buﬂ?ﬁ
Shorewood

Century City
\\ & H Lake Michigan

Business Park
] | [
Brookfield i @Ij ?_‘
1] 1 ; 7 L_rl
\ S O 0 ) /

Wauwatosa

Whitefish Bay

Elm-Grove

- 9|

West Milwaukee

West Allis

oun
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Presenter
Presentation Notes
Strauss Brands recently backed out of their proposed plans to build a new 175,000 SF HQ & meat processing plant in Century City off Hopkins Street south of Capital Drive. Some of our customers and clients have inquired about this situation and while we understand the recent shift was due to factors outside of the control of the The City of Milwaukee, it’s a shame that the central market will miss out on the potential opportunity. The project would have created up to 500 new jobs on a vacant, underutilized site.


NORTH INDUSTRIAL MARKET

Total
Inventory: 39,967,978

Vacancy
Rate:

Absorption: (377,712)

vacant 1,751,306 t
Space:

Northern “Bomber”

Photo: Jon Elliot of MKE Drones LLC

\ CAR FIFTH THIRD BANK



Presenter
Presentation Notes
Based on what I’m hearing from customers and clients, theres a lot of optimism about the north market.
Available land near the interstate 41, and a solid labor pool have attributed to the trend. 
Zilbers development of the 140 acre Gateway Corporate Park off Holy Hill Road and Interste 41 has been a catalyst project bringing new industrial life to the area. 
The park was kicked off by a 706,000 SF build to suit for Briggs & Straaton. This distribution was a consolidation of multiple facilities Briggs was previously leasing in the Central submarket. This is a huge win for the Village of Germantown the largest facility our market has seen north of I-894 in years. 
We expect to see additional speculative inventory delivered from Zilber, as well as Dickman co. and Ryan Co. 


WEST INDUSTRIAL MARKET
7'

ar

Total Inventory: 29,818,097

Vacancy Rate: 2.1%

/a
©

* Freeway proximity

Vacant Space: 611,846 f

Absorption: (60,405)

FIFTH THIRD BANK



Presenter
Presentation Notes
In the west we are seeing Users gravitate close to the freeway, Interstate 43 and 94. 
Brand recognition is important, but it is often not the main driver to being close to major thoroughfares.
The west presents the tightest market with the lowest vacancy at 2.1%
When we are advising our customers and clients on these sites infill land sites along I-94, typically come at a premium cost due to soil conditions and added site work. 
For sites along I-43, smaller municipalities such as Mukwonago and Delavan are willing to offer more competitive pricing and potentially some incentives. 
Depending on preference, freeway visibility and access in a benefit. 



WEST INDUSTRIAL MARKET

Development near major Freeways

/ areilos enomonee Falls
The Angelus Corp.
Marshall Ixo% Sussex, WI Brown Deer
Hartland
Cottage Grove \Lake Mills Shorewood
Milwaukee
Jefferson
Oakland Ottawa Paul Davis West Milwaukee
Pewaukee, WI
Hales Corneny)‘
Super Products LLC
Mukwonago, WI
Koshkonong
Edgerton Raymend
Fulton Milton East Troy
Waterford
Yorkville
Mount Pleasant
Schoeneck Containers Inc. ; Sturtevant Racine
Janesville Delavan, Wi Union Grove
Lyons
Y Somers
Dake Geneva Wheatland Kerioara
Bristol i
Paddock Lake i
Twin Lakes
Salem Lakes

NAIOP

COMMERCIAL REAL ESTATE
DEVELOPMENT ASSOCIATION
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SOUTH INDUSTRIAL MARKET
Theme

.t

Total Inventory: 19,910,197
- Vacant Space: 1,038,957
Vacancy Rate: 5.2%
Multi Story comeback? Absorption: (266,354)

Robotic + multi —story layout = smaller
land to building ratio

\ CAR FIFTH THIRD BANK



Presenter
Presentation Notes
Next day delivery is a real thing.
According to Paul Page editor of the WSJ Logistics Report, SJ Consulting Group Inc. projects Amazon Inc. will deliver 275 million packages this holiday season, a small portion compared to the estimated two billion in total over the course of the holiday season. 
Amazon is building a 2.6 million SF, 4-story distribution and fulfillment center off of Ryan Road in Oak creek. While the facility incorporates a lot of robotics, it will also employ up to 1,500 people. The decision makes Amazon Oak Creeks largest taxpayer and employer.  
Considering most older multi-story warehouses are functionally obsolete and construction standards have gravitated towards high bay single story facilitates, its absolutely remarkable to be able to witness the transformation that e-commerce is having on the way distribution centers are being constructed.
While a multi-story facility is an anomaly, with Bear Developments recent announcement of a new 125 acre business park in Franklin we can anticipate healthy future activity. 


KENOSHA INDUSTRIAL MARKET

lere

(1] ]

L

Differentiate from the

competition

e Built on spec and sold vacant

* New entrances by developers wanting to
get into the market

Total

Inventory: 26,568,255
Vacant Space: 1,676,088
Vacancy Rate: 6.3%
Absorption: (170,926)

FIFTH THIRD BANK



Presenter
Presentation Notes
As most of you are aware, Kenosha is WI’s big box market (notice how said WI, not IL).  
For the first time in this market, our developer customers and clients are being approached by other developers to purchase vacant spec and existing buildings. We seen this in certain situations, but generally only when the buyer controls a viable tenant. 
Replenishment of inventory has gotten more challenging as available land is limited and the prices of remaining land sites have increased. When users are considering relocation into this market, timing can make or break a developers ability to secure a tenant at their site. Just when you think this market has become oversaturated, Uline announces they are building another 1.75 million SF and leasing 500,000 SF in an existing building. 



KENOSHA INDUSTRIAL MARKET

Developers Acquiring Vacancy

e

307,850 SF 196,400 SF 51,474 SF 121,052 SF
SPEC DEVELOPMENT SALE SPEC DEVELOPMENT SALE SPEC DEVELOPMENT SALE SPEC DEVELOPMENT SALE

11905 MERIDIAN DR. 10550 86" AVE. 3535 S. OAKES RD. 8778 100t ST.
MOUNT PLEASANT PLEASANT PRAIRIE RACINE PLEASANT PRAIRIE
Built by Land and Lakes, Built by Wangard, acquired by Venture One acquired vacant Zilber acquired vacant

acquired by Hillwood, shortly Scannell
leased to Seda Packaging

\ CAR FIFTH THIRD BANK



Presenter
Presentation Notes
Three examples of vacant buildings that have sold in the last year. 


2019 MILWAUKEE MARKET RECAP

e Inventory
e Available lease options outweigh sale
e Construction costs
e - Rental Rates
e Vacancy
e (Absorption)

RE-ADJUSTMENT period of Hypersupply

\ CAR FIFTH THIRD BANK



Presenter
Presentation Notes
A quick recap:

- Inventory Increases
	*Lease outweigh sale options
- Rate increases
- Vacancy Increase
- Absorption Decrease

Readjust period of hypersupply 



2019'S MILWAUKEE MARKET PREDICTIONS

Karl Wiedenman, CBRE

— an

Demand for industrial Class B & C in-fill Finding a skilled workforce
. o . Vacancy rates . )
Construction cost product will directly correlate product will be repurposed . : will continue to be a
: ) . . . ) N will experience . :
will continue to rise to the increasing demand for last-mile facilities challenge and will drive real

modest increase ) L
for e-commerce estate location decisions

M
M Dsbtiy ﬁstly




2020 MILWAUKEE MARKET PREDICTIONS

New business park
development will
increase offering new
expansion opportunities
for owner occupants.

\ CAR FIFTH THIRD BANK


Presenter
Presentation Notes
New business park development will increase in areas we never thought we’d see development such as Big Bend, Lisbon, Franklin, & Germantown, offering new expansion opportunities for owner occupants. 
New Deliveries should continue to outpace absorption.
Strauss Brands will reconsider their plans to locate in Century City in Milwaukee.
Vacancy should continue to rise, again at a modest rate. 
The Milwaukee Bucks will win the NBA championship in 2020. 



2020 MILWAUKEE MARKET PREDICTIONS

o
(4 N
New business park
development will New deliveries will
increase offering new continue to outpace
expansion opportunities absorption.

for owner occupants.
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Presenter
Presentation Notes
New business park development will increase in areas we never thought we’d see development such as Big Bend, Lisbon, Franklin, & Germantown, offering new expansion opportunities for owner occupants. 
New Deliveries should continue to outpace absorption.
Strauss Brands will reconsider their plans to locate in Century City in Milwaukee.
Vacancy should continue to rise, again at a modest rate. 
The Milwaukee Bucks will win the NBA championship in 2020. 



2020 MILWAUKEE MARKET PREDICTIONS

CRON

New business park
development will

Strauss Brands will
reconsider their
plans to locate in
Century City in
Milwaukee.

New deliveries will
continue to outpace
absorption.

increase offering new
expansion opportunities
for owner occupants.

\ CAR

FIFTH THIRD BANK


Presenter
Presentation Notes
New business park development will increase in areas we never thought we’d see development such as Big Bend, Lisbon, Franklin, & Germantown, offering new expansion opportunities for owner occupants. 
New Deliveries should continue to outpace absorption.
Strauss Brands will reconsider their plans to locate in Century City in Milwaukee.
Vacancy should continue to rise, again at a modest rate. 
The Milwaukee Bucks will win the NBA championship in 2020. 



2020 MILWAUKEE MARKET PREDICTIONS

RO M

New business park Strauss Brands will

development will New deliveries will reconsider their Vaf:ancy W'.”
: : : . continue to rise,
increase offering new continue to outpace plans to locate in :
) o ) L again at a modest
expansion opportunities absorption. Century City in rate
for owner occupants. Milwaukee. '
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Presenter
Presentation Notes
New business park development will increase in areas we never thought we’d see development such as Big Bend, Lisbon, Franklin, & Germantown, offering new expansion opportunities for owner occupants. 
New Deliveries should continue to outpace absorption.
Strauss Brands will reconsider their plans to locate in Century City in Milwaukee.
Vacancy should continue to rise, again at a modest rate. 
The Milwaukee Bucks will win the NBA championship in 2020. 



2020 MILWAUKEE MARKET PREDICTIONS

CRON N

New business park : The Milwaukee
: R : Strauss Brands Vacancy will e
development will New deliveries will : ) : Bucks will win the
: ) : roller coaster will continue to rise, : .
increase offering new continue to outpace : : NBA championship
) . ) land at Century City again at a modest :
expansion opportunities absorption. . . In 2020.
in Milwaukee. rate.

for owner occupants.
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Presenter
Presentation Notes
New business park development will increase in areas we never thought we’d see development such as Big Bend, Lisbon, Franklin, & Germantown, offering new expansion opportunities for owner occupants. 
New Deliveries should continue to outpace absorption.
Strauss Brands will reconsider their plans to locate in Century City in Milwaukee.
Vacancy should continue to rise, again at a modest rate. 
The Milwaukee Bucks will win the NBA championship in 2020. 



JLL %

DISCLAIMER: Although information has been obtained from sources deemed reliable, Owner, Jones Lang LaSalle, and/or their representatives, brokers or agents make no guarantees as to the
contained herein, and offer the Property without express or implied warranties of any kind. The Property may be withdrawn without notice. If the recipient of this information has signed a conf’
this matter, this information is subject to the terms of that agreement. ©2019. Jones Lang LaSalle. All rights reserved.


Presenter
Presentation Notes
Thank you for listening and Happy holidays!
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Milwaukee Retail Market

e Milwaukee market statistics
* Notable deals and developments
 National retall trends

o Last year’s predictions from Brian Vanevenhoven and a few of
my own for 2020
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Retall Market

by the numbers

VACANCY TREND

8.6%
8.4%

2014 2015

CARW
A\ CARW

e Total Retail GLA:

* Occupied Space:

e Vacant Space:

2016 2017 2018 2019

m FIFTH THIRD BANK

e Vacancy Rate:

42.4 vm sk

38.6 mm sk

3.8 um sk

7.3%




Retall Market

Absorption
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North Retall Market

Total Vacant Vacancy

Inventory SF Absorption

SF Rate

8,917,664 841,932 9.4% (158,699)
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West Retall Market

Total Vacant Vacancy .
13,768

6.5%

12,886,478 835,723
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Central Retaill Market

Total Vacant Vacancy

Inventory SF Absorption

SF Rate

8,449,802 662,265 7.8% (92,806)

HISTORIC
<TH[RD WARD >

-----
Claligent

Fiserv Forum / Deer District

Public Market
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South Retall Market

Total Vacant Vacancy Absorption

Inventory SF SE Rate
6.4% 308,005

12,114,378 772,164

&
DAYTIME EYE LEVEL VIEW

Southridge Mall

84 South
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National & Local Retail Trends

IHL States:
More than five retail chains are opening stores for every retailer
that is closing stores in 2019, according to research from IHL
Group, which is up from 3.7 in 2018. The company also reporis
that the number of chains adding stores in 2019 has increased
56%, while the number of closing stores has decreased by 66% in

the last year.
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National & Local Retail Trends
Entertainment \\&//
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National & Local Retail Trends
Health & Wellness
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National & Local Retail Trends
Experiential Retall

WARBY PARKER o
e Uil  TOMS

SHINOLA
CANADA GOOSE ¢ PELOTON
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National & Local Retail Trends
Experiential Retall

CANADA GOOSE
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National & Local Retail Trends

Traditional Retallers

FIVE GUYS

FAMOUS
BURGERS and FRIES

FOUNDED BY FIREMEN™

MISSIw BB0O
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Milwaukee Retail Market

2019 Predictions — Brian Vanevenhoven

* “Vacancy rates will rise, but only slightly”
* “Brick and mortar retail will continue to merge with online retail”

 “Amazon is far from done and could make another big purchase of another
brick and mortar store in 2019”

* “The traditional mall is changing, but is far from dead”

« “Online grocery sales will continue to increase, but total sales will be far
outpaced in brick and mortar stores”
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Milwaukee Retall Market

2020 Predictions — Max Jacobson

« Several of the boutique fithess concepts will close their
doors.

« Marijuana will NOT be legalized in WI.

e Leasing velocity at the Deer District (Bucks Arena) will
skyrocket after the Bucks win the NBA 2020 Championship!
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Capital Markets

Colliers

INTERNATIONAL

Adam Connor
Colliers International | Wisconsin
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Presenter
Presentation Notes
Introduce yourself, who you work for, and what you do

Thank CARW, NAIOP, and Fifth Third Bank

It’s a pleasure to be here and a pleasure to be a part of this event



Capital Markets
Market Update
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Presenter
Presentation Notes
There are 3 key areas that I want to focus on today in our Capital Markets Update


Capital Markets Overview

e State of the US Economy & how it
relates to Real Estate Investment

e Milwaukee Area Investment Trends

 Qutlook and Predictions

ACARW L
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Presenter
Presentation Notes
US Economy – how we’ve done over the last 10 years and what’s next

Milwaukee area investment trends – unique trends to the Milwaukee/Wisconsin market – help owners make solid business decisions moving forward

Outlook and predictions – our thoughts on the market conditions and hopefully some bold predictions



US Economy

US "Real "GDP Growth, Annual

% Change from prior year

E GDP — 21% (2019) 44 45 o i 43

3.3
= 26 2.7

2.0
1.6 15 19

(N Unemployment — 3.5%

Population Growth — 0.61%

&5 jobs Growth — November 266,000

WOLFSTREET.com
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Presenter
Presentation Notes
A look back, previous 10 years, 
	25m new people
	12.2m new jobs 
	US GDP has grown by $6 trillion in that time, that’s double the total output of the United Kingdom, that’s incredible
	
Slow, sustained growth over last 10 years, not an over heated market
GDP – Annualized 2019 number growth at 2.1%, up from the October annualized estimate of 1.9%

Pop Growth – 0.61% aging population, our largest population range about to hit 32-33/married/children

Jobs Growth – YTD 2019 monthly avg is 180,000 vs the 2018 monthly avg of 223,000 although November 2019 added 266,000 jobs. 

Umempl Rate – 3.5% as of Nov 2019, matching its lowest level since 1969

https://www.whitehouse.gov/articles/november-job-gains-smash-expectations/
https://www.bls.gov/news.release/pdf/empsit.pdf



US 10-Year Treasury Rate - Historical

10 Year Treasury Rate
4.00%
3.20%
2.40%
v " N,
1.80%

2010 2012 2014 2016 2018
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Presenter
Presentation Notes
Search for safety is one reason that U.S. 10-year Treasury yields have been pushed down

Fed’s monetary policy – As of Dec 11th, interest rates left unchanged, indicates no changes through 2020 – goal is to sustain expansion and economic activity – 1.5%-1.75% target range – what’s this mean?  Why is it important?

2013 similar to 2017 similar to 2019 as far as rates are concerned “in the last 18months we’ve had one of the more static periods I’ve seen in my career” one real estate professional quoted


US Real Estate — The Gold Standard

e Search for Yield
e Strong fundamentals

e Uncertainty in other markets
— UK and Brexit E. |
— China economy slowing, Hong Kong citizen protests A
— Germany - GDP 0.1% last quarter |
— Italy — GDP 0.2% last quarter

e Private Equity Funds — Record Year - $121 Billion
— Core Funds outpacing 2018 fundraising — Flight to safety

ACARW
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Presenter
Presentation Notes
Yield Search - “There’s a search for yield globally going on. With 25 percent of sovereign bonds trading at negative yields, real estate is a great place to put capital as an alternative,” Lee Millstein, President, Cerberus Global Investments

Fundamentals – population growth, job growth, infrastructure, inexpensive debt

UK – Britain’s economy grew at its slowest pace in 7 years in October – approach of Brexit deadline and slowing of manufacturing
last week a large investment fund halted its $3 Billion fund UK Commercial properties because of uncertainty of Brexit

China – industrial output near 15% in 2011, now down to 4.4%, slowest pace since the early 1990s

Germany – export oriented manufacturers/trade friction worldwide, and struggling car industry

Italy – panic over formation of the first populist government – banks which weren’t recapitalized like US have $1.2 trillion non-performing loans

Private Equity Funds - 

Why is this Important?
Sale on the right is a $2.2 billion sale/leaseback with Time Warner in Hudson yards, Related purchased 1.4 million sq. ft. office building for $1,467/psf in one of the single largest real estate transactions this year


WISCONSIN

Ay

Wisconsin Economy

|/i GDP Growth N Unemployment Rate
1.1% (as of Q2 2019) 3.3% as of October

=

"f Population Growth msw JObSs Growth
0.35% (est. for final Flat as of June

2019 stat)
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Presentation Notes
GDP – Low 1.1%

Unemployment rate – 3.3% below national average which is solid

Jobs Growth – Flat as of June

Popluation Growth – lagging national average, need Millenials to start having babies, 0.35%

Transition from Wisconsin’s numbers into Illinois’s numbers and why ours aren’t so bad…plus Packers vs Bears



Where NOT to Invest? — Da Bears

Change of population in Illinois by year

26,529

16,828 14,150

2014 2015 2016 2017 2018

2011 2012 2013

-37,447
-40,699 45116

Sources: U.S. Census Bureau @ChiTribGraphics
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Presenter
Presentation Notes
Illinois population change versus WI and the Midwest, also Racine Kenosha success, tax situation for IL

IL decrease in population of more than 100,000 people since 2013 – taxes, 2nd largest drop behind NY in 2018

IL decrease due to taxes, public policies, government regulations, and uncertainty in state budget, cost of living




Milwaukee Trends - Seven County Region
Total Sales Volume

Sales Volume ($) Year Over Year Volume Change
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Presenter
Presentation Notes
7 county region – Office, retail, industrial, apartment over $2.5M

2019 - Q1 $512M, Q2 $452M, Q3 $476M – 26%, 106%, 15% increase year over year change in quarterly volume

Main point is we’ve had safe, solid activity, transaction volume and 2019 was actually better than 2018

Why is this important?  What does it mean for Milwaukee real estate?


CARW
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Milwaukee Trends

REIT/Listed
u et Aistions
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Presenter
Presentation Notes
REIT/Listed – since 2017 REIT disposed of $661M and only acquired $336M – what’s that mean? Opportunity for private investors, REIT/Listed shift in focus to sunbelt and coasts, better pricing for local and Midwest based companies for acquisitions

Deal stories – we’ll hit on later in the Top 10

Why is this important?  Private investors can see more opportunities in Wisconsin and Midwest for higher yielding deals
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Milwaukee Trends
Buyer Composition

= Cross-Border m [nstitutional = REIT/Listed m Private

UserfOther
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Presenter
Presentation Notes
64% of buyers are private up from 53% the last two years

REITs/Listed companies continue to move out of WI/Midwest to chase higher returns, job/pop growth in sunbelt states, But this allows for private investors/companies to invest in a market like Milwaukee and still see solid, safe, predictable, steady returns --- it has nothing to do with the quality of the product or the investment we are just not a Dallas or Atlanta

Why is this important? First if you’re selling your property you need to be marketing to private buyers/companies, second it’s a huge opportunity to acquire institutional quality assets for private investors

what’s it mean moving forward?  We will continute to see private buyers/private companies continue to expand their presence in WI as the REIT and institutions (outside of the I-94 industrial market) continue to focus on the Sunbelt







Major Investment Sales YTD 2019

o Schlitz Park — Milwaukee
774,256 SF
$101,250,000 | $131 PSF
Buyer: Crestlight Capital (Detroit, Ml) &
TPG Real Estate (San Francisco, CA)

« Shoppes at Fox River — Waukesha
238,594 SF
$55,000,000 | $231 PSF
Buyer: Etkin & Company (Walled Lake, Ml)
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Presenter
Presentation Notes
Schlitz –Crestlight Capital & TPG – our theme, out of state buyers into Milwaukee - They loved that Milwaukee was on the rise, they loved the creative office “bones” of the park that you just can’t replicate, they could take down $110 million of their fund, and they loved that they could buy 32 acres on the river…It’s just unheard of to have that much land in a major metro.

Deal story for Shoppes at Fox River – RPT Seller – talk about Power Center sales in Wisconsin, total volume and buyers
Power center sales in WI - $172 million sold all to first time out of state buyers – New Jersey, Louisiana, Michigan, 


Major Investment Sales YTD 2019

e 15 Building Industrial Portfolio
Racine & Kenosha Counties
$132,000,000
$79 PSF
Buyer: High Street Realty (Boston, MA)

o Stitchweld Apartments
Milwaukee, WI
$54,300,000
$186,597 per Unit
Buyer: Weidner Property Mgmt (Kirkland, WA)
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Presenter
Presentation Notes
Zilber - High Street Realty; first acquisition in Wisconsin; 1.6M SF, newer buildings, strong occupancy, traded for a sub 6% cap rate (approx.).

Stichweld – Milhaus Indianapolis based developer, sold to Washington based Weidner – So far Weidner has acquired $330M in the past 24 months since they entered the market, acquiring newer, amenities-rich apartments for mid-5% cap rates in Milwaukee and Madison. 



Major Investment Sales YTD 2019

e Spectrum Brands Headquarters
Middleton, WI
$52,100,000
$237 PSF
Buyer: Harbor Group Int’l (Norfolk, VA)

The Vue at Pinnacle Park
Fitchburg, WI
$47,550,000
$165,679 per unit
Buyer: Weidner Property Mgmt (Kirkland, WA)

A\ CARW

FiIFTH THIRD BANK


Presenter
Presentation Notes
Spectrum Brands HQ – Livesey sale to Harbor Group Virginia

The Vue at Pinnacle Park – Fiduciary sale to Weidner, 5.25% cap rate

Many of these are out of state buyers who are investing in Wisconsin for a reason


Major Investment Sales YTD 2019

| 6 Building Suburban Office Portfolio
Waukesha & Milwaukee, Wi
$37.7 Million

$96 PSF
Buyer: Felton Properties (Bellevue, WA)

 Wingra Family Medical Center
Madison, WI
$30.82 Million

$477 PSF
Buyer: Welltower (Toledo, OH)
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Presenter
Presentation Notes
Suburban Office Portfolio – 6 buildings, 392,021 SF, mix of single and multi-tenant buildings.  Greenfield Partners & Somerset Properties sold to Felton Properties (who also purchased 241 N Broadway Third Ward) wants to invest more in WI/MKE.  First acquisition in WI.  

Wingra Family Medical Center – Wausau based Ghidorzi sold to Welltower – record price per square foot.  Welltower has been extremely active over the last few years.


Milwaukee Seven County Trends
Property Type Analysis — Volume($)
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Presentation Notes

Reasons for each sectors sales volumes – Retail – Power Center Sale

Industrial – one of the hottest markets as I-94 and distribution centers are target for many large funds

Office (lack of quality product because of lack of construction)

Apartments (most owners have held onto their assets but that’s changing and will change quickly in the next 12 months as we anticipate a large volume of apartments to sell)




Milwaukee Seven County Trends
Property Type Analysis — Cap Rates

Q3 2019 Avg. Cap Rates
#1 — Apartments 6.88%
7.50% #2 - IndUStrIaI 7.19%
#3 — Office 1.47%
\—\ W #4 — Retail 7.66%
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Presentation Notes
Apartments lead the way, why?
Industrial
Continued value in Retail and Office – if you were to ask our team where the opportunities are going to be in next 2-3 years?

NOTE: This includes all asset classes.




7 county region – Office, retail, industrial, apartment over $2.5M



The Election
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Presentation Notes
The Election

Market activity to slow, especially in Oct/Nov

My prediction if Trump wins it will be status quo moving forward

if a new candidate wins then it will take 6-8 months for market to absorb new change, policies, tax, capital gains

Real Estate Investors love certainty…with any uncertainty comes a slow down or pause


Sell Your Property Before Sept/Oct 2020
Broker Suggestions...

Colliers

Or... e
INTERNATIONAL O
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Presenter
Presentation Notes
In all seriousness if you are not a long term holder of a certain asset (longer than 5 years), we are still at record pricing/cap rates, sell now!


RECAP

REIT/Listed are Net Sellers in Wisconsin

Pricing at historic highs and Cap Rates at historic lows

=
3
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o
»
@
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— (If you don’t plan on holding 5+ years)

State of US/Wisconsin Economy is Solid
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2018 Predictions Recap

Ben Adank, SARA Investment Real Estate

« Total transactions as measured by number of deals will
be flat year over year. — False (15% increase in # deals
from 2017 to 2018 statewide)

« Cap Rates will remain stable as non Wisconsin based
money continues to find its way here. — Mostly True

* At least one significant office portfolio sale will occur
between Milwaukee and Madison. — True (in early 2019)
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Presenter
Presentation Notes
Total # Transactions – 15% increase in # of transactions from 2017 to 2018 in WI.  10.5% increase in just 7 County area.

Cap Rates – Mostly true.  Suburban office cap rates have increased

Portfolio Sale – True.  $37.7M, 6 Building, 331,000 SF Suburban Office Portfolio purchased in Feb 2019 by Felton.


2020 Predictions

Adam Connor, Colliers International | Wisconsin

o Cap rates will remain flat for 2020

* Transaction volume will be down vs 2019 — but not by much
 Infrastructure investment continue to spur more development

 There will be some record cap rates hit for Net-Lease and apartments in

Q1 and Q2 2020
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Jim Cavanaugh
Cushman & Wakefield | The BOERKE Company

Tony Haning
JLL

Max Jacobson
Mid-America Real Estate — Wisconsin, LLC

Adam Connor
Colliers International
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