Office Outlook Forecast
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Rent Recovery Follows Saome Regional Pattern

Office Rent, Indexed [2000.2=100j}
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Oiffice investors in the south and west, howewer, siill hove a good distance fo go before they con expect to see any measurable
improvements in renf. Demand improvements notwithstanding, woconcy rates remain well abowve equilibriuvm levels thal wowld
support rent inflation that on poce with broader inflationary measures. The sladk in overall cccupancy caused by inordinate job
losses during the recession means that pricing power will remain firmly in the honds of tenants over the next several gquarters. It
is unlikely in the current environment that future rent declines will come dose to what we witnessed during the past bwo years, os
market fundomentals ocross all regions are, ot the very leost, beginning fo stabilize.
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California Business Update

23,293 existing properties
representing
1,198,587,766 SF

Direct
Sublet

Total

13.5%

California Vacancy Statistics

Aggregate Vacancy Report

162,290,137 154 464 635 12.9% | 189,4568.158 15.8%| $2.08ffs
9,346,591 0.8% 8,744 435 0.7% 18,869,809 16%  $1.86ffs
171,636,728 14.3% 163,209.070 13.6% | 208,517.208 1?.4%7 $2.06/fs

1,031,412 1.031.412 | (1,263,279)
16,985 16,985 (101,388)
1,048,397 1.048,397 | (1,364,663)
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Industry Trend Report

eManufacturing Services

The manufacturing industry unemployment rate is down 3.5% from its peak of 13% in
January 2010. The greatest number of layoff occurred in the Midwest and West coast.
The largest layoffs have been by General Motors, who announced they would cut more
than 75,000 jobs, which represents 30% of the workforce. The highest number of layoffs
occurred in the Detroit metro area. However, the manufacturing industry has maintained
an average annual wage increase of 2.53% since 2000.

eHealthcare

The healthcare industry has experienced continual job growth despite higher
unemployment rates. The largest layoffs have been by major healthcare insurance
companies. 4 of the top 10 metro areas with the largest no. of healthcare layoffs have
been in California. Los Angeles has laid-off 5,100 healthcare employees since 4Q08 -
the most of any metro area. The number of US healthcare call centers has consistently
increased over the last five years.

eFinancial Services

Over the last 18 months, the climate within the finance industry has been turbulent.
Through a very sharp contraction, the finance sector has been characterized by a torrent
of layoffs and rising unemployment rates - with giants like Citigroup, Bank of America
and Chase laying off tens of thousands since November, 2009. However, early signs
suggest that 2010 may be the beginning of a long road to recovery.
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