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Mid-Year Perspective on Chicago Real Estate Markets

What's in this Report?:

How worried should we be about Chicago's real estate markets?

The recovery in Chicago: Just do it

Where should our greatest concerns lie?

What are the threats to Chicago's real estate markets in the years to come?

Office market outlook

Hints of what will likely happen in the longer run assuming the pandemic ends quickly
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How Worried Should We Be About Real Estate Markets

Macro Outlook

A year like no other

In Jan., economic growth was forecasted to be slow but stable for the year.

Then the bottom fell out.

Today the entire world is in recession. US GDP growth is expected to be -6.5% for 2020.
Unemployment rate is improving, even though the level is still above anything we have
seen since the great depression.

Sentiment

Concern over Covid-19 continues, with 40% of participants feeling concerned about
Chicago’s real estate markets and 26% view themselves as trending toward optimistic.
Almost one-third are optimistic or trending to optimistic.

Development and Construction

Signs of equilibrium. Almost 90 percent agreed that construction of any new retail space
makes little sense right now; 73 percent agreed new construction of rental housing will
fall well below normal; and 80 percent believe the pace of industrial construction will
continue over the next 3 years.
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The Recovery in Chicago: Just Do It

Pent-up Demand is Coming Through Now as the Economy Opens

u 42.5% - 33.5% . 17% u 4.5%
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Yet in this environment ... “It's tough to make predictions,
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Where Should Our Greatest Concerns Lie?

Ranking the greatest concerns

Mote: Respondents assigned o score for each concem on a scale from 1 {unconcemed) to 5 (very concerned). The values shown reflecred the
waghted average of each, sorted from highest to lowest.

The pandemic’s unknown duration; severity of return

ol
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The pressure economic conditions put on local and state governments

r@ Rising unemployment 3.9
/‘;} Widespread availability of an effective and safe COVID-19 vaccine 3.9
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What are the Threats to Chicago’s RE Markets

in the Years to Come?

Ranking the greatest threats

Mote: Respondents assigned a score for each concem on a scale from 1 (unconcemed) to 5 (very concerned). The values shown reflected the
weighted overage of each, sorted from highest to lowest.

3.8
The continued uncertainty of
the Cook County property tExes
3.3
The ability to secure
debt financing
3.4

The ability to establish
appropriate pricing lavels

3.1

The ability to secure equity
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Office Market Outlook

58.9%
Shrinking space requirements
due to embracing

Im paCt Df work-from-home strateqgy
COVID-19 on

office market

9.6% 15.2%
Mo change Take more space
in leasing to accommodate
requirements greater social

distancing

16.2%

Relocate to the suburbs
to establish satellite
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Hints of What will Likely Happen in the Longer Run

Assuming the Pandemic Ends Quickly

Shift to suburban investments?

>0 4

19.2% 42.4% 34% 4.4%

No, there Yes, there will be Yes, therewill be Yes, there will be
will not a shift and it will a shift and itwill a shift and ftwill
be a shift be nominal be modest be significant

DRIEHAUS COLLEGE OF BUSINESS
Department of Real Estate

&8 DEPAULUNIVERSITY uLl



Key Takeaways

« My crystal ball (with several grains of salt)
 Everything depends on the duration of the pandemic risk.

o |f the shock ends quickly and if pandemics do not
reappear, then the shock is real but doesn’t change urban
ife massively.
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