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Market Trends Review

As the medical industry continues to grow and evolve due to the 
COVID-19 pandemic, medical office product has become a target 
asset class by both private and institutional investors. The changing 
environment of the medical industry has placed strain on workforce, 
infrastructure, and supply chain foundations. Historically, investment 
grade medical product such as hospitals have typically generated 
low cap rates due to demand from both private and 1031 exchange 
investors. However, as new medical brands and business platforms 
have emerged, private investors are seeing new opportunities in the 
medical industry.  Opportunities are being seen with non-investment 
grade urgent care groups, specialized medical centers and emergency 
care facilities that produce higher yields.

HEALTHCARE TRENDS EXPECTED IN 2022 

Consumerization - As major retailers continue to gain a foothold in the 
healthcare industry, consumers will have more convenient healthcare 
options available. CVS, Walgreens and other retail pharmacy companies 
are turning primary care into a one-stop shop. Virtual healthcare is also 
a growing option which provides consumers quick access to healthcare 
needs. This increased consumerization on both the retail and virtual 
healthcare sides improve patient access to healthcare needs especially 
for those who live in rural areas. 

Automation - Due to the significant staffing shortage the healthcare 
industry, the use of automation has grown so that patients can 
continue to receive the care they need. Digital assistants and apps are 
guiding patients through early stages of the care process. Automation 
saves time for both healthcare staff and patients.  

Consolidation - Many hospitals are considering strategic merger 
opportunities due to strong margin pressure and increasing 
competition. Large organizations can mobilize resources to support 
investing into consumerization, digital transformation and automation.

CONCENTRATION OF PRIMARY CARE DOCTORS IN THE UNITED STATES
Business Healthcare needs are based on age distribution of the population,  

birth rates, household income and education level. 

Percentage of Establishments
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Source: IBISWorld
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MEDICAL OFFICE SINGLE-TENANT NNN SALES VOLUME & CAP RATES



COVID 19 Vaccination 
202.4 million people in the U.S. are fully vaccinated. 

Urgent Care Centers  
Revenue is forecasted to grow at an annualized rate of  
5.9% to $51.3 billion over the next five years to 2026.

2021 Population  
65+ Years is 16.6% and expected to increase to  
18.7% in 2025.

Primary Care Physicians  
The shortage in the United States is expected to drive  
patients towards urgent cares over the next five years.

Rising Healthcare Costs  
Continued efforts from the ongoing challenges of Covid-19  
and overwhelming demand from the aging population.

10-year Treasury Note  
Expected to rise to 2.1% in 2022, up from the  
current rate of 1.52%

Source: Russel Investments & IBIS 
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2022 Economic Review & Forecast  
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NOVEMBER 2021 HOSPITALS NURSING & RESIDENTIAL CARE FACILITIES SOCIAL ASSISTANCE

12 Month  
Employment Change 0.18% 5.52% -5.79%

12 Month Actual  
Employment Change 9 163 -243

Source: BLS; December 2021

NATIONAL INDUSTRY EMPLOYMENT

Source: Costar
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SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $1,628,986 7 Years 5,008 $22 $316 7.13%

Q2/21 $3,872,238 9 Years 8,410 $28 $441 6.37%

Q3/21 $4,805,672 10 Years 8,966 $25 $460 5.96%

Q4/21 $3,554,749 11 Years 8,461 $24 $425 6.06%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $1,829,498 14 Years 4,016 $28 $501 6.75%

Q2/21 $2,283,556 8 Years 3,984 $32 $478 6.86%

Q3/21 $2,054,633 15 Years 3,776 $37 $584 6.39%

Q4/21 $3,619,758 12 Years 2,912 $70 $1,317 6.08%

D I A L Y S I S
The pandemic has had minimal effect on revenue for the Dialysis Centers industry. The number 
of industry establishments is forecasted to increase at an annual rate of 3.1% to approximately 
14,600 locations by the year 2025. Combined with an aging population, growing federal funding 
and technology investment, dialysis centers are expected to expand their patient capacities. Q4, cap 
rates slightly increased by 10 bps to 6.06% while the average lease term increased to 11 years in 
comparison to 10 years recorded one quarter ago.

U R G E N T  C A R E
The urgent care industry contains approximately 10,000 locations in the United States resulting in 
a 20 billion plus market. Consumers are drawn to urgent cares given the broad range of healthcare 
services that offer walk-in visits, expanded hours including weekends, limited wait times and a 
lower cost alternative compared to hospitals. Given these fundamentals, the urgent care industry is 
expected to exhibit strong growth over the next five years. In 4Q, three deals closed in the Northeast 
market as cap rates increased by 10 bps to 6.08%.

Average Summary Report - Cap Rates by Industry Sector 
For this report, SRS reviewed Q4 2021 sales reported by Costar for the following sectors: dialysis, urgent care, general doctor and other medical (physical therapy, treatment centers, 
spinal care, and radiology). In Q4, it is especially important to understand the economic impact of the ongoing pandemic and current economic conditions has had on the relationship 
between length of lease term and capitalization rates across all product types. To do so, we compiled the following average summary reports for several data points throughout each 
mentioned sector. Note: this report captures data only for transactions which have reported a sale price and capitalization rate. The following data has been collected from sources 
deemed reliable; it may not include confidential and/or proprietary information of the marketplace.  
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D E N T A L  C A R E
Similar to all other medical practices, the dental industry is also overcoming the lingering challenges 
of COVID-19 pandemic. Recovery in the dental industry is expected to be slow, the industry is expected 
to benefit from the rising level of consumer disposable income, aging population, a recovering rate of 
dental care insurance as well as employment gains. Over the next five years to 2026, revenue for the 
dentist industry is projected to increase at an annual rate of 3.4%.  Historical cap rates in this sector 
show to be in the low 7%-high 6% range with cap rates recording at 6.18% in Q4.

O T H E R  M E D I C A L 
Other medical sector includes physical therapy, treatment centers, spinal care, radiology, and other 
medical practices which do not fall under one of the other focused sectors. As this sector has a wide 
range or medical specialty sectors, cap rates range from high 5%-6% as geographic location can 
weigh in on price ranges. In Q4, average cap rates recorded at 6.73%.  

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $2,259,000 10 Years 7,508 $20 $309 6.63%

Q2/21 $1,288,590 5 Years 3,800 $25 $339 7.45%

Q3/21 $2,157,002 10 Years 4,513 $28 $478 6.02%

Q4/21 $2,021,400 7 Years 4,257 $31 $529 6.18%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $2,925,000 12 Years 9,228 $22 $354 6.22%

Q2/21 $1,448,750 7 Years 3,670 $23 $408 5.97%

Q3/21 $2,590,331 8 Years 8,081 $24 $342 6.64%

Q4/21 $3,528,626 9 Years 8,012 $33 $523 6.73%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $2,218,833 9 Years 6,371 $20 $344 6.50%

Q2/21 $3,963,956 9 Years 12,016 $20 $393 5.81%

Q3/21 $4,053,571 8 Years 14,455 $16 $255 6.94%

Q4/21 $2,816,200 5 Years 9,263 $21 $321 6.57%

G E N E R A L  D O C T O R
General physician medical office is the gatekeeper of healthcare in the medical industry. Although 
the primary care doctor industry is overcoming the lingering challenges of COVID-19 pandemic. The 
average industry profit margin is anticipated to continue to grow reaching 15.1% of average revenue. 
Family medicine practice accounts for 38.1% of the medical industry revenue. Another underlining 
factor for this sector is federal funding for Medicare and Medicaid. As federal funding increases, 
patient medical care will also increase.  Cap rates in this sector compressed by 37 bps in Q4 to 6.57%.

For more information on the industrial market, visit srsre.com/media/blog  
or contact your SRS real estate professional. 
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TOP NET LEASE TEAM IN THE U.S.

49
STATES WITH 

SOLD PROPERTIES
2021

22%
WEST

14%
MIDWEST

15%
SOUTHWEST

8%
SOUTH

25%
SOUTHEAST

16%
NORTHEAST

240M+
PROPERTY 

EMAILS SENT
2021

840+ 
PROPERTIES

SOLD
2021

390+
PROPERTIES 
ON MARKET

currently

110+
PROPERTIES 

UNDER CONTRACT
currently

$2B+
VALUE 

ON MARKET
currently

$3.1B
2021 TOP SECTORS ACTIVITY (TRANSACTION % & TOTAL VALUE)

2021 DEAL VOLUME BY REGION

2021 TRANSACTION VALUE
62% INCREASE - YOY

17% $535M+ | Multi-Tenant 6% $185M+ | Medical

12% $385M+ | Pharmacy 6% $180M+ | Casual Dining

11% $335M+ | QSR Restaurants 5% $160M+ | Distribution

7% $220M+ | Convenience Stores 5% $140M+ | Pet/Vet

7% $200M+ | Automotive 3% $90M+ | Home Improvement

7% $200M+ | Dollar Stores 3% $90M+ | Grocery Stores

2021 RECAP & STANDOUT ACTIVITY

2021 COMPANY OVERVIEW



This information contained herein was obtained from sources deemed to be reliable; 
however SRS Real Estate Partners makes no guarantees, warranties, or representations as to the completeness or accuracy thereof.

T H E  E X C L U S I V E  N E T  L E A S E  C A P I T A L  M A R K E T S  T E A M

O F  S R S  R E A L  E S T A T E  P A R T N E R S

For more market research reports, please visit our website  
SRSRE.COM/MEDIA/BLOG
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