Chicago Downtown

Office Market Report

4Q°08

CBD Downturn Has Begun

Chicago’s (BD office market shows clear indications of a downturn,

which is likely to last through 2009.
Rental Rates Are Dropping

After two years of steady increase, CBD rental rates are dropping, and
show signs of dropping further in 2009. While the current average
asking rate, $30.11 gross per square foot, is nearly even with the third
quarter average asking rate of $30.13, landlords are signing leases at
lower rates and offering increased concession packages. If the next
two quarters do not produce new leases, asking rates are likely to drop
as well.

Slowing Activity and Rising Availability

2008 annual net absorption ended at 1,072,135 square feet. This is
less than a third of the annual net absorption for 2007. Landlords
have seen less new activity over the last three months, and a drop in
net absorption — over 300,000 square feet — from the third quarter.

Availability stands at 11.4%, increasing from 10.8% in the third quar-
ter. 'The CBD market will suffer additional impacts on availability
through the year — 3.6 million square feet of space in three new build-
ings is scheduled to be added to the market in 2009. While these

By The Numbers

Chicago CBD - Availability vs. Rental Rates

Space Available Average Gross Asking Rent

13% $31
12% $30
1% $29
10% $28
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Chicago CBD - Existing Buildings 4Q 2008

buildings will be well occupied due to successful preleasing efforts, the Existing RBA - Overall (582 buildings) 153,175,817
tenants t.nov1r.11g %ntc;1 these buildings will leave huge blocks of vacant Existing RBA - Class A (80 buildings) 68.148,816
space, primarily in the West Loop and East Loop submarkets.
Existing RBA - Class B (204 buildings) 58,530,198

Downturn will last through 2009 Existing RBA - Class C (298 buildings) 26,496,803
Trends indicate a further downturn ahead, and the signs of recovery Total Vacant Sq. Ft. 16,157,036
are not yet visible. Available sublease space, usually an early indica- Percent Vacant 10.5%
tor of a change in demand, has remained relatively flat, increasing ap- - :
proximately 48,000 square feet since the third quarter to 1,857,233 Total Available Sq. Ft. 17,501,723
square feet. Chicago MSA’s unemployment was reported at 7.3% for Percent Available 11.4%
November of 2008. If unemployment continues to rise over the next Gross Average Asking Rental Rate (Overall) $30.11
two quarters, the market may not begin to recover before 2010. Year-To-Date Net Absorption 1,072,135
Noteworthy Leases

Tenant Address Sq. Ft. Type

Ernst & Young LLP 155 North Wacker Drive 203,618 Relocation

MillerCoors LLC 250 South Wacker Drive 129,119 New

DRW Holdings, LLC 540 West Madison Street 125,000 Relocation - Expansion

Noble Network of Charter Schools (Muchin College Prep) 1 North State Street 67,000 New

Federal Deposit Insurance Corporation 300 South Riverside Plaza 61,126 Relocation - Expansion

Upshot, Inc. 350 West Mart Center 41,486 Relocation - Expansion

VSA Partners, Inc. 600 West Chicago Avenue 40,000 Relocation - Expansion

DeStefano + Partners 330 North Wabash Avenue 33,627 Relocation - Expansion

Wind Point Partners 444 West Lake Street 21,500 Relocation - Expansion

Perkins Coie LLP 131 South Dearborn Street 19,656 Expansion

Teach for America, Inc. (TFA) 300 West Adams Street 19,000 Relocation - Expansion

Robert J. Semrad & Associates 20 South Clark Street 13,146 Relocation

Russell Financial Services, Inc. 71 South Wacker Drive 11,740 New

Two by Four 10 North Dearborn Street 11,532 Relocation

© 2009 Bradford Allen Realty Services. The information contained herein is from sources deemed reliable, however no
warranty or representation is made as to the accuracy or completeness thereof.
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Ernst & Young LLP (E&Y) signed a
lease for 203,618 Sq. Ft. at 155 North
Wacker Drive. E&Y will relocate
from 233 South Wacker Drive
where it leases 387,000 Sq. Ft.
but only occupies 237,000 Sq. Ft.
as it subleases the rest of the space
to other tenants.

Michigan

Noble Network of Charter Schools signed a long-

term lease for 67,000 Sq. Ft. at T North State Street.
Noble plans to open Muchin College Prep in August
2009 and will be the first high school in Chicago’s
central business district. In addition to the new school,
Randolph the space will accommodate Noble’s administrative
offices and a cafeteria that will prepare meals for
students at Muchin and most other Noble campuses.

arland

DRW Holdings, LLC sign St
alease for 125,000 Sq. Ft.
at 540 West Madison Street.
The trading firm w

relocate from its current
space — 52,000 Sq. Ft.

at 10 South Riverside Plaza
—in February 2009.
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MillerCoors LLC, the joint venture of SABM
PLCand Molson Coors Brewing Co., signed a
long-term lease for 129,119 Sq. Ft. on the top

eight floors at 250 South Wacker Drive where
the beermaker will relocate its headquarters
operations in June 2009 from Milwaukee and

Colorado. The new offices will house between

Jackson
I n 300 and 400 employees.
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Chicago-based Walton Street Capital, L.L.Cs redevelopment of the old Chicago post office should begin later in 2009, with office tenants
probably the first new users within a couple of years after that, according to the developer, Omundson Co., which is an investor in the
project with Walton Street. Omundson expects interior work to start a few months after Chicago city officials approve a contract for a
$51-million subsidy for the project. The renovation would reduce the size of the 2.5-million-square-foot structure by about one third,
with the building’s north and south ends converted into offices totaling 455,000 Sq. Ft. and condominiums, respectively. The remaining
middle section would become a hotel and a private park longer than a city block. The U.S. Postal Service, which moved out of the
property in 1996, still owns it but the long-term sales agreement, which could close in 2009, calls for the developers to acquire it for $10
but could receive $9 million from the postal service for internal construction.

Lake Michiaan

Chicago CBD Office Market Statistics — 4Q'08
Overall (BD South Loop

Total Inventory (Sq. Ft.) 153,175,817 3,331,104
Total Sq. Ft. Available 17,501,723 301,714
Percent Available 11.4% 9.1%
Year-to-Date Net Absorption 1,072,135 143,267
(lass A Gross Average Asking Rent (PSF) $33.96 N/A
(lass B Gross Average Asking Rent (PSF) $27.82 $17.00
(lass C Gross Average Asking Rent (PSF) $22.14 $24.15
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Inside: Chicago Downtown Office Market Report — 4Q"08

Bradford Allen Market Meter - Chicago Downtown Office Space

NET ABSORPTION
Millions of Square Feet

Year-To-Date Net Absorption (SF)

The change, positive or negative, in physically occupied

space during the year to date.

Bradford Allen

200 South Michigan Avenue
18th Floor

Chicago, lllinois 60604

312.994.5700 telephone
312.994.5701 facsimile

www.bradfordallen.com

Availability (%)

The total amount of space being marketed for lease, re-

gardless of current occupancy, including sublease space.

1920 South Highland Ave.
Suite 115
Lombard, Illinois 60148

630.225.2600 telephone
312.994.5701 facsimile

2433 South Arlington Heights Rd.

Suite 50D
Arlington Heights, lllinois 60005

847.483.8099 telephone
847.483.8061 facsimile

AVG. GROSS ASKING RENTAL RATE
\' SquarW
o

Average Gross Asking Rental Rate ($)
The weighted average gross asking price per square foot
of all available space, weighted by number of square
feet available.

Bradford Allen is a Chicago-based commer-
cial real estate firm, providing brokerage ser-
vices and expert advice to private and public
companies, and not-for-profit organizations
nationwide. Since opening in 2004, the firm
has grown rapidly, and has earned a reputa-
tion for aggressively pursuing its clients inter-
ests and achieving superior results.

Bradford Allen professionals apply an en-
trepreneurial approach to commercial real
estate brokerage. We create an array of op-
portunities for our clients’ requirements by
challenging accepted standards, applying real
market intelligence, and thinking creatively.
We help our clients exploit these opportuni-
ties through hard work, experience and strong
determination.



