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Average Summary Report - Cap Rates by Industry Sector

For this report, SRS reviewed Q2/2022 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 Q2 it's especially important to understand the impact the pandemic, rising inflation rates, Federal Reserve decision-making, and
other 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. Despite
growing inflation and recent 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. Many sectors have seemingly been unaffected by inflation and rate hikes
to date, although many of the transactions through Q2/2022 were the remnants of 1031 buyers who had entered an exchange and/or escrow prior to any pricing correction needing to be made. The
necessity of locking in mortgage interest rates has been emphasized by SRS NNLG's real estate professionals, and we rely heavily on our Debt & Equity team to obtain the most attractive financing
structures available.

Some recent comments from SRS’ Debt & Equity Team

The Fed increased rates by another 75 basis points last month. However, in recent weeks we have seen U.S. Treasury yields fall after a few key reports signaled that high inflation may be cooling off. The
10-year Treasury is now hovering around [2.89%] down from a high of over 3.00%. This dip came after the manufacturing report for July showed an a sharper-than-expected decline in prices paid. This
measure can be seen as a sign that inflation could decline in the coming months. With that said, the Fed Funds rate remains high which means lenders have an extremely wide range of rates. Anywhere
from the 4% range all the way up to the 6% range. The SRS Debt & Equity division is consistently beating out the majority of relationship-banks in this volatile market.

- Matt Marlin and Ben Townsend | SRS Debt & Equity

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.

AUTOMOTIVE Automotive Reported Cap Rates vs. 10-Year Treasury Yields

9.00%

The Automotive sector of this sector is comprised of O'Reilly Auto Parts, AutoZone, and
Advance Auto Parts. Q2 saw a large compression of cap rates over Q1, largely due to a B.00%
flight to higher quality markets - nearly 40% of the sales in Q2 were in FL or the West 0
Coast, compared to 25% in QL. Mixed with a longer average term remaining, average cap
rate compressed 68 bps to 5.02%. As with the rest of retail market, Automotive cap rates
have steadily declined over the last 10 years, with relatively delayed and minimal reaction 5.00%
to fluctuating Prime Rates and 10-Year Treasury Yields.

6.00%

4,00%

3.00%

Lease Term Building Rent Price 2 005

Remaining SF SF/Year SF
03/21 $2137527 11 Years 6729 $20 $354  555% i
04/21 $1925,048 11 Years 7195 $18 $345  551% 0.00% i

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
01/22 $1,681184 8 Years 6991 $13 $240  570% e e e st o
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02/22 $2,360,461 9 Years 7680 $16 $320  502%

Cap Rate Data includes Advance Auto Parts, O'Reilly Auto Parts, and AutoZone per Costar.
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BANKS

Banks have always been seen as a safe investment and a steady source of income for
investors. There has been little change in cap rates over the last 1-2 years in this sector, as
the flight to quality, high credit tenants remains a large part of the NNN retail CRE market.
This analysis saw a stagnant cap rate compared to Q1, as can be expected with this asset
type. In fact, average cap rates for bank assets has had the lowest amount of fluctuation
of all asset types in this study over a trailing 10-year study. Even with online/e-banking
becoming more prevalent in today’s world, investors can likely expect more of the same in
terms of cap rates in the short term.

Lease Term Building Rent Price
Remaining SF SF/Year SF
03/21 $2,943,594 9 Years 4253 $46 $865 5.56%
04/21 $3,355,866 8 Years 4,620 $38 $779 5.14%
01/22 $3,881,963 9 Years 4,620 $45 $946 5.29%
02/22 $4,154,625 8 Years 5,310 $51 $1,017 5.29%

BIG BOX/SUPERSTORE

The Single Tenant Big Box/Superstore sector has not often been one of extreme volume--
since the start of Covid, we've only seen 1 quarter with more than 10 Big Box/Superstore
trades. Q2 of 2022 is more of the same, with just 3 assets trading. Cap rates have been
steadily trending downward over the last year. With recent news regarding the Prime
Rate, Inflation trending down in July, and supply chain issues inhibiting abilities of large
distribution players like Amazon, Big Box/Superstore assets continue to be a hot topic
among investors seeking Tier A Credit tenants paying high 6- to 7-figure rents, whilst
staying cognizant of potentially needing to replace 100k+ SF of retail space.

Lease Term Building Rent Price
Remaining SF SF/Year SF
Q3/21 $15,083,823 8 Years 72,086 $13 $219 6.18%
04/21 $18,062,039 10 Years 97463 $9 $178 5.64%
Q1/22 $43,402,167 9 Years 122,599 $16 $348 5.19%
02/22 $14,577119 10 Years 108,473 $6 $131 5.02%
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Banks Reported Cap Rates vs. 10-Year Treasury Yields
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— Ayarage 10-Year Treasury Yield Prime Rate — Ayerage Bank Reported Cap Rate

Cap Rate Data includes all brands categorized as “Bank” per Costar.

Big Box/Superstore Reported Cap Rates vs. 10-Year Treasury Yields
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Cap Rate Data includes Walmart, Costco, Target, BJ's, Sam’s Club, Home Depot, and Lowe’s Home Improvement per Costar.



CASUAL DINING

It may be time to say Casual Dining has officially bounced back after taking arguably
the largest hit as a result of the pandemic. The sector has steadily increased transaction
volume, with Q2 surpassing 100 assets sold--a 20% jump over Q1. A slight compression of
10 bps can be expected with relatively similar price points and less term remaining. Casual
Dining assets almost always feature scheduled annual rental increases or increases every
5 years (some of which might be tied to CPI) which is attractive to investors in light of high
inflation rates over the last 8-12 months. Expect investors to flock to leases with potential
and/or scheduled income growth moving forward.
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Casual Dining Reported Cap Rates vs. 10-Year Treasury Yields
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Lease Term Building Rent Price
Remaining SF SF/Year SF
03/21 $3,039,688 11 Years 5312 $37 $631 598%
04/21 $3,184,992 10 Years 5730 $33 $570 593%
01/22 $3,216,894 12 Years 6,156 $37 $741 5.75%
02/22 $3,021,884 11 Years 6,326 $29 $514 5.85%

C-STORE

C-Storescontinuetobehighly sought afterinvestments foranumber of reasons: (1) almost all
nationally recognized C-Stores carry corporate guaranteed leases; (2) leases feature rental
increases; and (3) Accelerated Depreciation. C-Store/Gas Station assets have the ability for
the exceptional tax benefit of Accelerated Depreciation - allowing investors to depreciate
up to100% of the newly acquired asset within the first year of ownership. *Expect C-Stores
to continue experiencing cap rate compression, or stay relatively flat over months to come.
*We are not tax professionals - consult your tax advisor for more details.

Lease Term Building Rent Price
Remaining SF SF/Year SF
03/21 $4,287657 15 Years 4131 $57 $1,191 4.81%
04/21 $5,128,502 14 Years 4,062 $63 $1366  4.86%
Q1/22 $3,484,885 14 Years 3,294 $46 $1,035 4.60%
02/22 $5,632,996 14 Years 3993 $63 $1,443 4.50%
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Cap Rate Data includes Red Lobster, Applebee’s, and IHOP per Costar.

C-Store Reported Cap Rates vs. 10-Year Treasury Yields
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Cap Rate Data includes 7-Eleven and Wawa per Costar.



DOLLAR STORE

Dollar Stores have been a hot commaodity since the beginning of the pandemic due to
their corporate guarantees, absolute NNN lease nature, and rapid expansion plans for the
major brands in the sector (Family Dollar, Dollar General, and Dollar Tree). Within the last
10 years, Dollar General transitioned to an Absolute NNN lease in nature and a 15-year base
lease term, contributing to significantly increased demand across the country. Cap Rates
have compressed over 220 bps from 2012, and have had virtually no historical correlation
to the Prime Rate or the 10-Year Treasury Yield.

Lease Term Building Rent Price
Remaining SF SF/Year SF
03/21 $1,550,302 11 Years 9148 $11 $185 6.23%
04/21 $1,641944 10 Years 9,311 $11 $178 6.05%
01/22 $1,753,292 9 Years 9,211 $11 $191 598%
02/22 $1,818,125 8 Years 9,658 $11 $186 599%

EDUCATION/CHILDCARE

Childcare has been a largely fluctuating sector since the start of the pandemic, as cap
rates for this sector are more heavily dependent on surrounding real estate fundamentals
for each site. Investors in this sector often seek out family/neighborhood-oriented new
development sites taking advantage of under-served communities, leading to a steep drop
in cap rates over the last 2 quarters. NNN Leases in this sector are relatively new as well,
allowing cap rates over the last 10 years to see a steep drop with minimal correlation to
adjustments in Prime Rates and Treasury Yields.

Lease Term Building Rent Price
Remaining SF SF/Year SF
Q3/21 $3,408,495 13 Years 8,782 $25 $390 6.66%
04/21 $3950955 12 Years 10,232 $28 $383 7.26%
Q1/22 $3,762,357 14 Years 9,527 $25 $391 6.48%
02/22 $4,158,563 13 Years 10,743 $24 $387 6.21%

RETAIL REPORT | 02/2022

9.00%

1.00%

6.00%

5.00%

4.00%

3.00%

2.00%

1.00%

0.00%

F4 Srs

Dollar Store Reported Cap Rates vs. 10-Year Treasury Yields

\

P

2012 2013 014 2015 2016 2017 018 2019 2020 021 2022

Prime Rate — Ayarage Dollar Store Reported Cap Rate

Average 10-Year Treasury Yield

Cap Rate Data includes Dollar General and Family Dollar per Costar.

10.00%

9.00%

B.00%

7.00%

6.00%

5.00%

4.00%

3.00%

2.00%

1.00%

0.00%

Education Reported Cap Rates vs. 10-Year Treasury Yields
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Cap Rate Data includes all sales categorized as “Day Care Center” per Costar.



FAST CASUAL

This sector is comprised of mainly high-credit tenants such as Panera Bread and Chipotle.
As such, cap rates continue to trend in the high 4 - low 5 range. The mass-incorporation
of Drive-Thru Lanes for those two tenants demonstrate their commitment to contactless,
fast service, and have put their credit-worthiness and investor demand in line with the QSR
sector. During Q2, there was a drop in transactions by about 50%--the result of investors
who have decided to hold these high-credit, NNN leases, as well as developers running
into issues with build-out processes in light of high inflation and development costs.

Lease Term Building Rent Price
Remaining SF SF/Year SF
03/21 $3,183,175 10 Years 3,226 $49 $1,036 4.83%
04/21 $3,042,667 13 Years 3,265 $44 $946 4.63%
01/22 $2,881,780 11 Years 3,000 $48 $993 515%
02/22 $2,350949 10 Years 3,789 $33 $637 510%

GENERAL RETAIL

This sector is comprised of other Retail concepts such as cell stores, furniture, fitness,
etc., not covered in the other sectors of this report. Savvy investors continue to seek out
high-quality locations, leading to an expected compression in cap rates in Q2. It will be
interesting how investors view these assets moving forward in light of recent concerns
over inflation and rising rates.

Lease Term Building Rent Price
Remaining SF SF/Year SF
Q3/21 $2,637193 6 Years 7,551 $29 $448 6.68%
04/21 $4,871,053 9 Years 13926 $29 $483 6.34%
Q1/22 $3471,617 9 Years 12,676 $24 $394 6.30%
02/22 $4,415,606 8 Years 12,502 $30 $507 6.10%
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Fast Casual Reported Cap Rates vs. 10-Year Treasury Yields
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Cap Rate Data includes Chipotle, Panera Bread, PDQ, Pollo Tropical, and McAlister’s Deli per Costar.

General Retail Reported Cap Rates vs. 10-Year Treasury Yields
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Cap Rate Data includes Verizon, Sherwin-Williams, Mattress Firm, Planet Fitness, and LA Fitness per Costar.



GROCERY

Grocery stores are a coveted asset to investors as they are classified as essential business
and are one of the most e-commerce resistant asset classes in the market. As such, cap
rates have continued to hold in the high 4 to low 5 range, and there continues to be robust
volume in terms of transactions - 18 in Q1 and 23 in Q2. Q2 saw more trades of assets in
superior markets, as demonstrated by a compression of cap rate despite 2 years of lower
average term remaining in comparison to QL. It will be interesting to see how investors
react to recent inflation reports and Federal Reserve decision-making in the months ahead,
especially considering a number of grocery tenant leases feature flat rent schedules.

Lease Term Building Rent Price Cap

Remaining SF SF/Year SF Rate
03/21 $9,670,036 12 Years 34177 $15 $331 547%
04/21 $18,765,944 12 Years 38,044 $23 $547 472%
01/22 $8,463,020 12 Years 29,715 $15 $296 5.33%
02/22 $12,806,409 10 Years 42,826 $15 $293 5.24%

MEDICAL

Medical/Healthcare properties are attractive investments due to their economic and
e-commerce resistance. The sector saw a significant compression in cap rates throughout
the pandemic, most notably dipping from an average of 6.78% in Q1 2021 to 5.89% in
Q1 2022. The sector has seen a steady amount of transaction volume and demand of
late, with approximately 25 transactions between dialysis, urgent care, and emergency
centers in each of the last two quarters. Cap Rates compressed by about 15 bps while
average lease term remaining remained the same, largely attributed to a smaller amount
of nationally branded assets trading in Q2 (DaVita and Fresenius).

Lease Term Building Rent Price Cap
Remaining SF SF/Year SF Rate
Q3/21 $3,270,155 8 Years 8,671 $27 $402 6.45%
04/21 $4,500,219 9 Years 13,845 $24 $431 591%
Q1/22 $3,540,100 8 Years 1222 $28 $497 5.89%
02/22 $2,639,441 8 Years 5812 $27 $473 6.04%
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Grocery Reported Cap Rates vs. 10-Year Treasury Yields
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Cap Rate Data includes all sales categorized as “Supermarket” per Costar.

Medical STNL Reported Cap Rates vs. 10-Year Treasury Yields
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Cap Rate Data includes DaVita and Fresenius per Costar.



PHARMACY

Pharmacy continues to be strong asset type with attractive corporate guaranteed leases.
Many owners may seek to offload older, existing leases which may have been originally
negotiated with flat rent schedules. On the contrary, owners of assets with scheduled
rental increases have seen increased demand as a result of inflation rates. Regardless, the
investment grade credit of tenants such as Walgreens in this space offer a reliable, steady
income stream for investors within the $2-8M+ price range. Assets recently trading have
been largely in strong, primary markets, as evidenced by a compression in cap rate despite
lower average term remaining.

Lease Term
Remaining

Building Rent Price Cap

SF SF/Year SF

Q3/21 $5,581,544 13 Years 13,874 $24 $402 597%
04/21 $5,560,436 14 Years 13,370 $22 $410 561%
01/22 $5,559,383 10 Years 12,882 $24 $440 571%
02/22 $6,396,361 9 Years 13940 $25 $457 5.63%

QSR

It canbe argued QSR is the pinnacle of the Single Tenant Net Lease retail space. This sector
continues to see robust transaction volume for newly constructed buildings and strong
credit corporate or franchisee backed leases. Tenants such as Raising Cane’s, Chick-fil-A,
Sonic, Popeyes, and more continue their development efforts, contributing to the longest
average term remaining across all sectors in this study. Further, rental increases, attractive
real estate fundamentals, and essential business classification of these assets drive the
consistently-lowest average cap rate across all sectors of the market. QSR assets will be
an interesting sector to observe in the times ahead.

Lease Term Building Rent Price Cap
Remaining SF SF/Year SF Rate
Q3/21 $3,270,155 8 Years 8,671 $27 $402 6.45%
04/21 $4,500,219 9 Years 13,845 $24 $431 591%
Q1/22 $3,540,100 8 Years 1222 $28 $497 5.89%
02/22 $2,639,441 8 Years 5812 $27 $473 6.04%
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Pharmacy Reported Cap Rates vs. 10-Year Treasury Yields
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Cap Rate Data includes CVS and Walgreens per Costar.
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QSR Reported Cap Rates vs. 10-Year Treasury Yields
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Cap Rate Data includes Chick-fil-A, McDonald's, and Starbucks per Costar.



F4 Srs

02/2022 Market Sales Data - By Region

# Sales 26
“ o $ Sales Total ~ $176,022,588
# Sales 59 Average CR 5.45%
\ A4
$SalesTotal ~ $202.945576 ' »
A | Widwest [

Average CR 5.24%
$ Sales Total ~ $675,824,002 # Sales 36
Average CR 5.81% $ Sales Total ~ $111,804,136
# Salos o Average CR 5.76%
$ Sales Total ~ $322,377091
Average CR 492%

# Sales 43

$ Sales Total ~ $110,320,700
Average CR 5.54%

# Sales 44

# Sales 25

$ Sales Total ~ $221,179,245

$ Sales Total ~ $98,269,181
Average CR 533%

Transaction History

# Sales % Change $ Sales % Change

Average CR 5.73%

$ Sales Total ~ $276,407,266

03/21 50 2621%  $1676282100  24.87% Average CR 498%
04/21 54 423%  SL75343L174  460% ‘/
/22 54 332%  $1803615005  2.86% ye

02/22 541 3.24% $2,226941,185 23.47%

*Market totals represent the study's sample sizes for select industries and are not indicative of all retail sales which may have occurred during applicable time frames. 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.
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TOP NET LEASE TEAM IN THE U.S.

840+ 49 240M+ 390+ $2B+ 110+

PROPERTIES STATES WITH PROPERTY PROPERTIES VALUE PROPERTIES
SOLD SOLD PROPERTIES EMAILS SENT ON MARKET ON MARKET UNDER CONTRACT
2021 2021 2021 currently currently currently
2021 RECAP & 2021 TOP SECTORS ACTIVITY (TRANSACTION % & TOTAL VALUE)
STANDOUT ACTIVITY IV $535M+ | Multi-Tenant (SO0 $185M+ | Medical
$385M+ | Pharmacy $180M+ | Casual Dining
[NV $335M+ | QSR Restaurants (0 $160M+ | Distribution
. I4708 $220M+ | Convenience Stores S0 $140M+ | Pet/Vet
2021 TRANSACTION VALUE (4708 $200M+ | Automotive L}M $90M+ | Home Improvement
62% INCREASE s YOY [6738 $200M+ | Dollar Stores KYM $90M+ | Grocery Stores

2021 DEAL VOLUME BY REGION

( 2% | 1% 15% | 8% | 2% | 16% )

WEST MIDWEST SOUTHWEST SOUTH SOUTHEAST NORTHEAST
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TOP NET LEASE TEAM IN THE U.S.

840+ 49 240M+ 390+ $2B+ 110+

PROPERTIES STATES WITH PROPERTY PROPERTIES VALUE PROPERTIES
SOLD SOLD PROPERTIES EMAILS SENT ON MARKET ON MARKET UNDER CONTRACT
2021 2021 2021 currently currently currently

2021 RECAP & STANDOUT ACTIVITY 2022 RECAP & STANDOUT ACTIVIT

$1.853+
$ 3 L 1 B TRANSACTION VALUE (rhru 8/12/2022)

2021 TRANSACTION VALUE 460+ CLOSINGS
62% INCREASE - YOY 33% INCREASE - YOY

2021 DEAL VOLUME BY REGION

( 2% | 1% 5% | 8% |  25% 16% )

WEST MIDWEST SOUTHWEST SOUTH SOUTHEAST NORTHEAST
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THE EXCLUSIVE NET LEASE
CAPITAL MARKETS TEAM

of SRS Real Estate Partners

275+ 25+ #1 3K+ 840+
RETAIL OFFICES LARGEST RETAIL NET LEASE
PROFESSIONALS REAL ESTATE TRANSACTIONS TRANSACTIONS
SERVICES FIRM company-wide SOLD
in North America in 2021 in 2021

exclusively dedicated
to retail

For more information on the Net Leased Retail market, visit our website or contact your SRS real estate professional
SRSRE.COM/MEDIA/BLOG

$3.1B+

NET LEASE
TRANSACTION

VALUE
in 2021



