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K E Y  I N D I C A T O R S

QSR DIGITAL TRANSFORMATION 

• Quicker Service

• Brand Sustainability

• Digital Kitchens

• �Tech-Driven Ordering and  
Curbside Pickup

GROCERY STORES

• Digital Orders 15% (10% in 2021)

• �Smoothie Making Machines  
& Salad Robots

• Omnichannel Store Prototypes

• New Contactless Payment Services

EVOLVING CUSTOMER BEHAVIOR

• �Live Streaming Shopping/ 
Social Commerce

• �Ecommerce Sites &  
Contactless Payment 

NEW AMAZON PLATFORMS 

• Amazon 4 Star

• Amazon Fresh

• Amazon Pop-Up

• Amazon Go/Go Grocery
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Market Trends Review & Forecast

As consumers focus their spending on goods, US retail and food services increase 
by 0.3% YOY November 2021. This breaks down to retail trade sales recording 
an increase of 16.1% YOY, while gasoline stations were up 52.3% and food and 
beverage services were up 37.4% YOY. Despite inflation levels, consumers have 
more disposal income from post pandemic savings and federal stimulus payments.  
Retail profit margins are expected to hit a high of 13% in 2021 as retailers are being 
challenged with an imbalance of demand and available inventory due supply chain 
issues. Retailers are continuing to adjust store square footages as some are being 
transformed into mini fulfillment centers for shoppers to pick up their orders and 
others are downsizing store footprints for cost efficiently. 

In Q4, we saw the first palpable effect from the extreme inflation the US reported 
in October. Consumer sentiment in November fell to its lowest level since 2011, 
measuring 66.8. Holiday spending helped sentiment rebound up to 70.6, though 
still a much lower figure than pre-pandemic studies. Consumer views on both 
present and future economic expectations continue to downgrade from the 
pressures caused by inflation and the lack of available goods caused by global 
supply chain issues. Inflation closed out the year at 6.8%, the highest seen since 
1982.  As the pressures from the Omicron variant persists, more consumers are 
purchasing goods rather than services. The increase purchases in goods will likely 
compound inflation as demand remains high and supply chain challenges continue. 
The latest wave of Covid is also likely to prompt an economic slowdown as some 
restaurants and retails have had to shut locations or reduce hours as they cope 
with staff and inventory shortages. 

fred.stlouisfed.org
Source: University of Michigan
Shaded areas indicate U.S. recessions.
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The 10-Year Treasury continues to climb as the Fed announced they expect to increase interest rates at least 
four times in 2022 as yields increase due to the pressure of growing inflation. The 10-Year Treasury rate is 
expected to rise to at least 2.1% by mid-year with the current rate recording at 1.9%.

 
COVID 19 VACCINATION

203.8 million (61%) 
people in the U.S. are fully 
vaccinated in Dec/2021

 
STARTUPS GROWING

432,000 new business 
applications in Nov/2021 

(up 9% YOY) 

 
LIQUID 

 DEPOSITS

increased by 4.8%  
since Nov/2020

 
YEAR-END INFLATION

closed at 6.8% - highest in 
nearly 40 years & forecasted 

to average 7% in 1Q/22

 
GDP

expected to grow 4.0% 
in 2022, down from 6.9% 

growth in 2021

 
10-YEAR TREASURY NOTE 

is expected to rise to 2.1% in 2022, up from the  
current rate of 1.52%. This increase could create challenges 

for buyers to obtain ideal financing. 

 
EVOLVING WORK  

FORCE ENVIRONMENT

Remote Work & Space 
Hybrid Conversions

Source: Costar 10-06-21Source: Kiplinger Forecast & Reuters

NATIONAL NNN RETAIL CAP RATES BY LOCATION TYPE
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2021 Economic Review & Forecast  
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Source: Board of Governors of the Federal Reserve System (US)
Shaded areas indicate U.S. recessions.



A U T O M O T I V E
Due to the delay issues with supply chain operations and chip shortages, the automotive industry 
has been directly impacted as available inventory has become very limited. Despite the lack of 
inventory, consumer demand has remained strong. Consumers are pivoting to digital purchases, 
electronic and used car sales. In 2021, auto manufactures sold 15 million new vehicles, which is 2.5% 
more compared to 2020.  The average cap rate remained flat decreasing by just 3 bps from Q3 while 
the average lease remained at 11 years in Q4. 

B A N K
The impact of the pandemic forced the banking industry to dive into new digital banking transformation 
as bank branches continue to pivot to new business models. The industry has shown resilience by 
successful technology improvements that benefit both bank businesses and clients. The average cap 
rate for bank properties sold in Q4 decreased by 42 bps compared to Q3 while average lease term 
decreased by 1 year. Banks continue to be in high demand for investors given the strong credit of the 
tenants. 

B I G  B O X / S U P E R S T O R E
The big box sector within net lease continues to see diminished activity due to the pressure of online 
consumer spending, evolving smaller square footage footprints and business restructure. Cap rates 
for Q4 recorded at 5.64% while the average lease term increased to 10 years from 8 years in Q3. In 
Q4, an investment sale to note was Home Depot located in Anaheim, CA, which is the largest Home 
Depot location on the West Coast, traded at $53 million ($259 PSF).  Since the pandemic, we have 
not seen a quarter with more than 10 trades in this asset type. 

Average Summary Report - Cap Rates by Industry Sector 
For this report, SRS reviewed Q4 2021 sales reported by Costar for the following sectors: Automotive, Bank, Big Box/Superstore, Casual Dining, C-Store/Gas, Dollar Stores, Educational 
(Childcare), Fast Casual, Grocery, General Retail, Medical STNL, Pharmacy, and QSR. In Q4 it’s especially important to understand the impact the ongoing pandemic and overall market conditions 
have had on the relationship between length of lease term and capitalization rates across all product types as well as the effect on buyer bias toward certain sectors. With growing inflation and 
expected hikes in US Treasuries in 2022, NNN retail across virtually all asset types saw a compression in cap rates. Specifically, 1031 Buyers have largely sought out quality product, settling for 
lower cap rates while taking advantage of historically low interest rates to garner attractive leveraged returns. 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. 

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $1,917,292 9 Years 7,925 $14 $247 5.81%

Q2/21 $2,747,924 11 Years 8,522 $23 $393 6.03%

Q3/21 $2,137,527 11 Years 6,729 $20 $354 5.55%

Q4/21 $1,925,048 11 Years 7,195 $18 $345 5.51%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $3,487,707 11 Years 4,300 $45 $894 5.40%

Q2/21 $2,842,740 7 Years 6,271 $29 $519 5.85%

Q3/21 $2,943,594 9 Years 4,253 $46 $865 5.56%

Q4/21 $3,355,866 8 Years 4,620 $38 $779 5.14%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $8,562,597 8 Years 122,508 $5 $71 6.46%

Q2/21 $6,309,333 6 Years 79,594 $5 $84 6.23%

Q3/21 $15,083,823 8 Years 72,086 $13 $219 6.18%

Q4/21 $18,062,039 10 Years 97,463 $9 $178 5.64%
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C - S T O R E / G A S
The c-store/gas station space remains to be a very active sector of net lease given the internet resistant 
foundation as well as being labeled as an essential business. Performance of c-store/gas stations will likely 
depend heavily on gasoline prices and sales. Over the past twelve months, gasoline prices have increased 
by 49.6%. Total vehicle miles are expected to increase as forecasted gasoline prices are expected to 
stabilize. Revenue for C-Stores is expected to grow at an annual rate of 1.5% until 2026.  Cap rates stayed 
flat recording down by just 1 bps in 4Q to 4.86% while average price per square foot increased by 14.6%. 

C A S U A L  D I N I N G
The impact of pandemic has forever changed most restaurant business functions, especially the 
casual dining sector. Casual dining restaurants have pivoted to a new business model normalcy. 
Casual dining companies that were able to adapt to a fast-casual dining models have had the best 
success. Cap rates continue to compress in this sector with the average cap rate falling 5bps from 
5.98% in Q3 to 5.93% in Q4. Pricing and overall investment demand for casual dining has increased 
as investors have seen the success of the changes in this industry.

D O L L A R  S T O R E S
The discount dollar sector continues to be one of the most highly sought-after spaces as investors target 
growth opportunities. Expect this sector to continue to outperform other sectors as flight to safety and 
economic resistance remains to be a target for investors. In Q4, cap rates compressed 18 bps to 6.05% while 
average term, rent, and price/sf remain relatively flat. While there are hundreds of these sites on market, 
there has been a noticeable decline in the percentage of available discount/dollar assets featuring long lease 
terms and absolute NNN lease structures. Due to the attractiveness of assets with these attributes, many of 
them are being traded before coming to market, closing with cap rates in the low- to mid-5% range.

E D U C A T I O N A L / C H I L D C A R E
The demand on the educational sector has been changing and evolving due to the continued effects 
of the pandemic. As schools continue to open and/or close their campuses to students, cap rates for 
educational/childcare NNN properties increased into the 7% range at 7.26% in Q4 with average lease 
terms recording at 12 years. While there has been a growing demand on homeschool companies, 
more net lease investors are seeking newly developed education space to perform higher yields as 
on-campus restrictions fluctuate. 

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $2,490,318 10 Years 5,977 $28 $432 6.67%

Q2/21 $2,930,173 10 Years 6,146 $31 $486 6.24%

Q3/21 $3,039,688 11 Years 5,312 $37 $631 5.98%

Q4/21 $3,184,992 10 Years 5,730 $33 $570 5.93%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $3,466,716 14 Years 3,954 $46 $919 5.20%

Q2/21 $4,174,594 13 Years 3,933 $52 $1,072 5.08%

Q3/21 $4,287,657 15 Years 4,131 $57 $1,191 4.87%

Q4/21 $5,128,502 14 Years 4,062 $63 $1,366 4.86%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $1,381,912 10 Years 9,719 $10 $148 6.97%

Q2/21 $1,535,669 9 Years 9,129 $11 $169 6.60%

Q3/21 $1,550,302 11 Years 9,148 $11 $185 6.23%

Q4/21 $1,641,944 10 Years 9,371 $11 $178 6.05%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $4,076,387 14 Years 11,106 $25 $370 6.82%

Q2/21 $5,705,677 9 Years 2,015 $42 $42 6.62%

Q3/21 $3,408,495 13 Years 8,782 $25 $390 6.66%

Q4/21 $3,950,955 12 Years 10,232 $28 $383 7.26%
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G E N E R A L  R E T A I L
General retail sectors include fitness, hardware, furniture, home goods, cellular stores and other 
retail types which do not fall under one of the other focused sectors. Average cap rates have stayed 
historically consistent in the mid 6% range while recording at 6.34% in Q4. The number of properties 
trading hands in this sector increase back to historical averages and have held steady, demonstrating 
how investors are again looking at the net lease retail sector in general as an attractive, low or zero-
management investment market with stable cash flow and sizable returns. 

F A S T  C A S U A L
This sector consists largely of credit-worthy brands like Panera Bread and Chipotle. These brands and 
others in the industry alike have been able to quickly adapt to customer demand by space remodeling, 
adding drive-thru to permitted spaces and provide in-app and delivery orders. While sales volume 
decreased from last quarter (16 in Q3 compared to 9 sales in Q4), cap rates for this sector decreased 
10 bps to 4.63%. We expect to see more of the same in quarters moving forward as developers and 
investors seek sites suitable for and/or equipped with new drive-thru prototypes for these brands.

G R O C E R Y
Given the essential nature of the grocery sector that provides a safe and stable recession resistant 
asset, investors continue to look at this sector as stable cash flow. Average cap rates fell into the 
4% range recording at 4.72% during Q4 due to increased flight to higher priced markets, as most 
grocery stores are comprised of strong, high credit tenants – Whole Foods, Kroger, Albertsons, 
Sprouts, Amazon Fresh, etc. This sector is expected to see secure activity into 2022, as brands make 
continued efforts to combat recent supply chain issues.

M E D I C A L  S T N L
Given the medical industry has been deemed as one of the most important sectors due to the 
correlation impact of the pandemic, single tenant net leased medical properties average cap rates 
experienced a sharp compression of 54 bps, down to 5.91% in Q4. Moreover, Q4 saw the most NNN 
Medical or “Medtail” transactions of any other quarter in 2021. As more investors see urgent cares, 
dialysis centers, and emergency care centers as sources of stable cash flows, we can expect cap 
rates to hold steady or compress further in 2022, so long as lender financing remains available.

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $2,402,444 14 Years 3,898 $36 $654 5.39%

Q2/21 $2,907,382 14 Years 3,004 $48 $1,010 4.88%

Q3/21 $3,183,175 10 Years 3,226 $49 $1,036 4.83%

Q4/21 $3,042,667 13 Years 3,265 $44 $946 4.63%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $7,396,401 10 Years 35,972 $16 $291 5.58%

Q2/21 $10,364,047 7 Years 44,961 $12 $221 6.04%

Q3/21 $9,670,036 12 Years 34,177 $15 $331 5.47%

Q4/21 $18,765,944 12Years 38,044 $23 $547 4.72%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $1,996,018 8 Years 7,257 $16 $368 6.65%

Q2/21 $2,077,394 7 Years 6,142 $29 $452 6.63%

Q3/21 $2,637,193 6 Years 7,551 $29 $448 6.68%

Q4/21 $4,871,053 9 Years 13,926 $29 $483 6.34%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $2,530,935 9 Years 7,640 $24 $363 6.78%

Q2/21 $3,379,209 8 Years 9,741 $23 $388 6.40%

Q3/21 $3,270,155 8 Years 8,671 $27 $402 6.45%

Q4/21 $4,500,219 9 Years 13,845 $24 $431 5.91%
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Q S R
QSR remains a steady and highly sought-after asset type given the sector’s minimal need for 
adaption compared to other food service providers. Further, QSRs typically offer a lower price point 
and a higher percentage of absolute NNN lease types for investors compared to other sectors. Cap 
rates continue to compressed, falling into the 4% range to 4.87% in Q4. It is expected the QSR sector 
cap rates will remain compressed into the first half of 2022 as this sector remains to be a highly 
sought-after investment opportunity.

P H A R M A C Y
Pharmacy continues to be a strong asset class for 1031 investors seeking investment grade credit 
tenants. The average cap rate for these assets compressed to 5.61% in Q4. The sector is largely 
dominated by Walgreens transactions. CVS assets have seen an increase in trades as investors seek 
out to both purchase and sell quality sites in the wake of the brand announcing they will be closing 900 
stores, starting in the Spring 2022. Still, quality assets within this sector will continue to be sought 
after by the majority of investors moving forward. We expect to see a large influx of “dark” or subleased 
CVS assets hit the market throughout the year ahead.

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $5,089,840 10 Years 13,919 $21 $367 6.06%

Q2/21 $5,117,301 11 Years 13,948 $22 $369 6.15%

Q3/21 $5,581,544 13 Years 13,874 $24 $402 5.97%

Q4/21 $5,560,436 14 Years 13,370 $22 $410 5.61%

SALE  
PRICE

LEASE TERM 
REMAINING

BUILDING 
SF

RENT 
SF/YEAR

PRICE 
SF

CAP  
RATE

Q1/21 $2,131,259 15 Years 2,837 $44 $820 5.57%

Q2/21 $2,135,125 15 Years 2,723 $45 $849 5.37%

Q3/21 $2,461,585 15 Years 2,706 $49 $973 5.22%

Q4/21 $2,774,205 13 Years 2,819 $52 $1,107 4.87%

For more information on the Net Leased Retail market, visit srsre.com/media/blog  
or contact your SRS real estate professional. 

Note: this report captures data only for transactions which have reported a sale price and capitalization rate. The data has been collected from sources deemed reliable; it may not include confidential and/or proprietary information of the marketplace. 
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* �Market totals represent the study’s sample sizes for select industries and are not indicative of all retail sales that occurred for all of 2021. Analysis has accounted for sales as reported to sources deemed reliable in the following sectors: Automotive, Bank, Casual Dining, C-Store, Dollar Stores, QSR, Medical, Pharmacy, 
Childcare, Fast Casual, Grocery, Big Box, and General Retail (Fitness, Hardware, Furniture, Cellular Stores, etc.). This may exclude confidential and/or proprietary information. 

CALIFORNIA

# Sales 54

Sales Amount ($) $433,664,346

Average Cap Rate 4.65%

WEST

# Sales 54

Sales Amount ($) $187,683,891

Average Cap Rate 5.21%

SOUTHWEST

# Sales 65

Sales Amount ($) $184,706,032

Average Cap Rate 5.70%

MIDWEST

# Sales 128

Sales Amount ($) $329,825,396

Average Cap Rate 5.92%

SOUTH

# Sales 51

Sales Amount ($) $156,502,525

Average Cap Rate 5.75%

FLORIDA

# Sales 59

Sales Amount ($) $28,033,157

Average Cap Rate 5.03%

TRANSACTION HISTORY

# Sales % Change $ Sales % Change

Q2/20 469 -29.6% $1,270,474,200 -35.7%

Q2/21 412 -12.2% $1,342,468,900 5.7%

Q3/21 520 26.2% $1,676,282,100 24.9%

Q4/21 542 4.2% $1,753,431,174 4.6%

SOUTHEAST

# Sales 64

Sales Amount ($) $184,706,032

Average Cap Rate 5.70%

MID-ATLANTIC

# Sales 43

Sales Amount ($) $154,346,038

Average Cap Rate 5.70%

NORTHEAST

# Sales 24

Sales Amount ($) $93,963,757

Average Cap Rate 6.10%
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4Q/21 Market Sales Data – By Region
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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

275+ 27 #1
RETAIL 

PROFESSIONALS
OFFICES LARGEST REAL ESTATE 

SERVICES FIRM
in North America 

exclusively dedicated
to retail

3K+ 840+ $3.1B
RETAIL

TRANSACTIONS
company-wide

in 2021

NET LEASE 
TRANSACTION VALUE

in 2021

NET LEASE
TRANSACTIONS SOLD

in 2021


