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IN A NUTSHELL

e Medical office buildings (MOBs) offer one of the most attractive risk-adjusted return profiles in commercial real estate,
supported by durable healthcare demand and long-term demographic tailwinds.

e  Structural demand continues to strengthen while new construction remains constrained, supporting high occupancy,
stable rent growth and resilient cash flows.

e Unlike traditional office, medical office demand is driven by healthcare utilization rather than office employment, re-
sulting in lower vacancy, stronger tenant retention and reduced exposure to economic cycles and remote work.

e Improving capital market conditions should support near-term transaction activity as investors increasingly allocate
capital toward defensive sectors with durable income characteristics.
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decade with minimal volatility (2.3% annualized volatility
over the measured decade) (see Exhibit 1). Although indus-
trial produced the strongest absolute returns, it also exhib-
ited significantly higher volatility while residential and con-
ventional office properties generated lower total returns with
greater volatility.

The operating outlook remains favorable, supported by grow-
ing demand and constrained new supply. The strongest long-
term demand driver for medical office is the expansion of
healthcare utilization and the secular shift toward outpatient
care. Procedures performed in outpatient settings, often
housed in medical offices, can reduce costs by an estimated
59%, according to recent studies.® As the list of procedures
eligible for outpatient delivery expands, so too should de-
mand for the property type.

While the need for outpatient care facilities is clear, the sup-
ply pipeline remains muted, given the higher costs of
development and the specialized nature of these develop-
ments. Nevertheless, it is anticipated that medical office will
continue to outperform and provide a more durable
income stream than most commercial property types, with
near-term returns likely to be income-led.

Sector Landscape and Institutionalization

Medical office remains a niche within institutional real estate,
but it has become materially more investable. Within the
NCREIF Property Index (NPI), medical office expanded from a
small base before 2010 to roughly $21 billion market value by
2026 across 784 properties (equating to 1.1% of the index).*

Exhibit 2: NPI Property Count & Market Value
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The sector is large enough to support specialized investment
platforms and portfolio transactions, but still small enough
that individual trades can materially influence reported mar-
ket volume and pricing.®

Ownership has broadened from healthcare REITs and owner-
users toward private real estate managers, specialist opera-
tors and institutional capital. Private buyers represented ap-
proximately 62% of 2026 year-to-date transactions volume,
compared with 18% for institutional, 6% for REIT/listed and
16% for users or other buyers.® Private capital also repre-
sented 54% of 2025 volume, suggesting that the sector has
been increasingly attracting discretionary capital while pub-
lic companies continue to recycle assets and optimize exist-
ing portfolios.’

Demand: Demographics, Spending and Outpatient Shift

The demographic case is compelling, in our view. An aging
population reinforces demand for medical office as older peo-
ple consume more healthcare than younger cohorts and re-
quire greater use of medical outpatient services.

The U.S. population aged 65 and older reached 61.2 million
in 2024, equal to 18% of the population, and increased by 13%
from 2020 through 2024.8 As Baby Boomers continue to age,
there could be a surge in demand for post-acute care ser-
vices. Moreover, older adults consume substantially more
healthcare: CMS (Centers for Medicare & Medicaid Services)
estimates that per-person personal healthcare spending for
adults aged 65 and older was $22,356 in 2020, almost 2.5
times spending for working-age adults, and the group ac-
counted for approximately 37% of personal healthcare spend-
ing despite representing about 17% of the population at that
time.® This supports utilization in primary care, cardiology,
oncology, orthopedics, ophthalmology, diagnostics and
other services commonly delivered in medical offices.

Healthcare spending continues to outgrow the economy.
CMS projects national health expenditures to grow 5.4% an-
nually between 2025 and 2034, versus 4.1% nominal GDP
growth, increasing healthcare’'s share of GDP from 18.0% in
2024 to 20.6% in 2034.° Physician and clinical services
spending is projected to grow 5.5% annually, while Medicare

7RCA. As of June 2026.
8U.S. Census. As of July 2026.
3 CMS. As of July 2026.
0 CMS. As of July 2026.
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spending is expected to increase 7.7% annually." BLS sepa-
rately projects approximately 1.9 million healthcare job open-
ings per year over the next decade.” While these figures may
not translate one-for-one into real estate demand, they pro-
vide a durable top-down foundation for healthcare occu-
pancy and tenant expansion.

Outpatient care is gaining share. Clinical technology, payer
incentives and consumer preference continue to move care
away from high-cost inpatient settings. There were about
6,400 ambulatory surgical centers in 2024 serving 3.4 million
fee-for-service Medicare beneficiaries and performing 6.4
million procedures. The number of centers grew by roughly
2.3% annually from 2019 through 2023 and another 2.2% in
2024, while procedure volume per beneficiary increased
3.56% in 2024." In addition, ambulatory surgical centers pay-
ment rates are approximately 44% below hospital outpatient
payment rates on average, supporting the economic ra-
tionale for lower-cost sites of care.

Leasing data confirms this trend as medical office demand is
becoming more specialized. Health systems accounted for
46% of tracked medical leasing in 2025 and specialty provid-
ers another 36%." The number of surgery-center leases in-
creased by 145% between 2022 and 2025, while single-spe-
cialty leasing rose by 55%, diagnostic-lab leasing and behav-
ioral-health leasing by 38% and 32%, respectively.® Higher-
acuity users generally require more infrastructure, pay higher
rents and face greater switching costs, which can improve
landlord retention and pricing power. The trade-off is greater
build-out specificity and more severe residual-value risk if a
specialized tenant vacates.

Operating Fundamentals and Performance

The operating context is the core of the investment case for
medical office. Institutional grade medical office vacancy av-
eraged 5.5% in 2Q 2026 according to NCREIF, versus 7.2%
for the overall NPl and 13.4% for conventional office.” Medi-
cal office vacancy has generally remained in a 4%-6% range
since 2018 even as traditional office vacancy rose sharply af-
ter the pandemic, reflecting the need to deliver healthcare
services in person, the scarcity of suitable space and the
high cost of relocating specialized practices.

Supply remains constrained. According to JLL, medical of-
fice starts bottomed at approximately 1.0% of inventory in
late 2024 and recovered only modestly to 1.1% in the second
half of 2025."® Health systems lead much of the

TCMS. As of July 2026.
2CMS, BLS. As of July 2026.
8 MedPAC. As of July 2026.
“MedPAC. As of July 2026.
5 JLL. As of July 2026.

6 CBRE. As of July 2026

construction and occupy substantial portions of their own
projects, leaving limited speculative inventory.

As of 1Q 2026, only 2.9 million square feet of medical office
were under construction. ' At the same time, new con-
struction rents were running at nearly twice in-place rents,
demonstrating the gap between replacement cost and exist-
ing rent levels. While this supports the value of modern,
well-located existing assets, it may also constrain tenant af-
fordability and expansion at the margin.

Exhibit 3: Vacancy vs. CapEx as share of NOI
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The sector’s capital requirements are also favorable. Medi-
cal office capital expenditures were approximately 23% of
NOI over the past 15 years, compared with roughly 34% for
the all-property NPl index and 48% for traditional office,
which helps explain the sector’s strong performance.

Medical office has also shown better downside protection.
During the global financial crisis, medical office total returns
declined materially but less than the broad NPl and conven-
tional office.? Moreover, during the 2022-2024 repricing
cycle, medical office returns stayed near breakeven before
recovering, while conventional office experienced a much
deeper drawdown, reinforcing the sector’s defensive char-
acteristic.”

7 NCREIF. As of 2Q 2026.
8 JLL. As of July 2026.

9 CBRE. As of July 2026.
2 NCREIF. As of 2Q 2026.
2'NCREIF. As of 2Q 2026.
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Investment Recommendation

Prospects for medical office appear attractive, in our view.
Structural demand, drivers, including aging population, rising
healthcare utilization and the continued expansion of outpa-
tient care should continue to support occupancy, rental
growth and cash-flow stability for the foreseeable future. At
the same time, limited new supply provides a favorable
backdrop for existing assets by reinforcing pricing power
and reducing competitive pressure.

Relative to traditional office, medical office exhibits materi-
ally lower vacancy, stronger tenant retention, lower recurring
capital expenditures and significantly less exposure to re-
mote-work disruption. Compared with industrial and se-
lected residential strategies, expected appreciation may be

more moderate, but cash flows are substantially more stable
and less volatile.

The most attractive investment opportunities combine
strong healthcare fundamentals with durable real estate
characteristics. Preferred assets are located near leading
health systems or established medical clusters, benefit from
convenient patient access and visibility, maintain diversified
specialty practices, include contractual rent escalations and
possess acquisition costs below replacement value. Proper-
ties serving higher-acuity medical specialties should com-
mand superior long-term tenant retention and pricing power,
provided they retain sufficient flexibility for future leasing.

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as
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The value of an investment can fall as well as rise and your capital may be at risk. You might not get back the amount originally invested at

any pointin time. Source: DWS International GmbH.

/4



Medical Office: Defensive Real Estate Sector Supported by Structural Growth Tailwinds

August 2026

Real Estate Research Team

Office Locations

Frankfurt

Mainzer Landstrasse 11-17
60329 Frankfurt am Main
Germany

Tel: +49 69 71909 O

London

45 Cannon Street
London, EC4m 5SB
United Kingdom

Tel: +44 20 754 58000

New York

875 Third Avenue
26" Floor

New York

NY 10022-6225
United States

Tel: +1212 454 3414

San Francisco

101 California Street
24% Floor

San Francisco

CA 9411

United States

Tel: +1415 781 3300

Singapore

One Raffles Quay
South Tower

15" Floor
Singapore 048583
Tel: +65 6538 7011

Tokyo

Azabudai Hills Mori JP Tower

1-3-1 Azabudai
Minssato-ku

16" Floor

Tokyo

Japan

Tel: +813 6730 1300

Sydney

Level 16, Deutsche Bank Place
Corner of Hunter and Phillip Streets

Sydney NSW 2000
Australia
Tel: +612 8258 1234

Teams
Global

Kevin White, CFA
Global Co-Head of Real Estate Research

Simon Wallace

Global Co-Head of Real Estate Research

Americas
Brooks Wells

Head of Research, Americas

Ross Adams
Industrial Research

Liliana Diaconu, CFA
Office & Retail Research

Sharim Sohail
Self-Storage Research

Europe

Ruben Bos, CFA
Head of Real Estate Investment Strategy, Eu-
rope

Siena Golan
Property Market Research

Carsten Lieser
Property Market Research

Tom Francis
Property Market Research

Rosie Hunt
Property Market Research

Martin Lippmann

Head of Real Estate Research, Europe

Asia Pacific

Koichiro Obu
Head of Real Estate Research, Asia Pacific

Hyunwoo Kim
Property Market Research

Seng-Hong Teng
Property Market Research

Matthew Persson
Property Market Research

/5



Medical Office: Defensive Real Estate Sector Supported by Structural Growth Tailwinds

August 2026

Authors

Liliana Diaconu, CFA
Office & Retail Research

/6



Medical Office: Defensive Real Estate Sector Supported by Structural Growth Tailwinds August 2026

Important information

For North America:
The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment
products, or DWS Investment Management Americas, Inc. and RREEF America L.L.C., which offer advisory services.

This material was prepared without regard to the specific objectives, financial situation or needs of any particular person who may receive
it. It is intended for informational purposes only. It does not constitute investment advice, a recommendation, an offer, solicitation, the basis
for any contract to purchase or sell any security or other instrument, or for DWS or its affiliates to enter into or arrange any type of transaction
as a consequence of any information contained herein. Neither DWS nor any of its affiliates gives any warranty as to the accuracy, reliability
or completeness of information which is contained in this document. Except insofar as liability under any statute cannot be excluded, no
member of the DWS, the Issuer or any office, employee or associate of them accepts any liability (whether arising in contract, in tort or
negligence or otherwise) for any error or omission in this document or for any resulting loss or damage whether direct, indirect, consequen-
tial or otherwise suffered by the recipient of this document or any other person.

The views expressed in this document constitute DWS Group’s judgment at the time of issue and are subject to change. This document is
only for professional investors. This document was prepared without regard to the specific objectives, financial situation or needs of any
particular person who may receive it. No further distribution is allowed without prior written consent of the Issuer.

Investments are subject to risk, including market fluctuations, regulatory change, possible delays in repayment and loss of income and
principal invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any point
in time.

An investment in real assets involves a high degree of risk, including possible loss of principal amount invested, and is suitable only for
sophisticated investors who can bear such losses. The value of shares/ units and their derived income may fall or rise.

War, terrorism, sanctions, economic uncertainty, trade disputes, public health crises and related geopolitical events have led, and, in the
future, may lead to significant disruptions in US and world economies and markets, which may lead to increased market volatility and may
have significant adverse effects on the fund and its investments.

For Investors in Canada. No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or
the merits of the securities described herein and any representation to the contrary is an offence. This document is intended for discussion
purposes only and does not create any legally binding obligations on the part of DWS Group. Without limitation, this document does not
constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you
should rely solely on the final documentation relating to the transaction you are considering, and not the document contained herein. DWS
Group is not acting as your financial adviser or in any other fiduciary capacity with respect to any transaction presented to you. Any trans-
action(s) or products(s) mentioned herein may not be appropriate for all investors and before entering into any transaction you should take
steps to ensure that you fully understand such transaction(s) and have made an independent assessment of the appropriateness of the
transaction(s) in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such transac-
tion. You should also consider seeking advice from your own advisers in making this assessment. If you decide to enter into a transaction
with DWS Group, you do so in reliance on your own judgment. The information contained in this document is based on material we believe
to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates, and opinions
contained in this document constitute our judgment as of the date of the document and are subject to change without notice. Any projections
are based on a number of assumptions as to market conditions and there can be no guarantee that any projected results will be achieved.
Past performance is not a guarantee of future results. The distribution of this document and availability of these products and services in
certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without our express written permis-
sion.

For EMEA, APAC, LATAM & MENA:

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering
products or services are specified in the relevant documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and
its officers and employees (collectively “DWS") are communicating this document in good faith and on the following basis.

This document is for information/discussion purposes only and does not constitute an offer, recommendation, or solicitation to conclude a
transaction and should not be treated as investment advice.

This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations
requiring the impartiality of financial analysis or prohibiting trading prior to the publication of a financial analysis.

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates,
projections, opinions, models, and hypothetical performance analysis. No representation or warranty is made by DWS as to the reasonable-
ness or completeness of such forward looking statements. Past performance is no guarantee of future results.

The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, com-
pleteness, or fairness of such information. All third-party data is copyrighted by and proprietary to the provider. DWS has no obligation to
update, modify or amend this document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion,
projection, forecast, or estimate set forth herein, changes or subsequently becomes inaccurate.
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Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents.

No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of
assumptions which may not prove valid.
DWS does not give taxation or legal advice.

This document may not be reproduced or circulated without DWS's written authority.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any locality, state, country, or other jurisdiction, including the United States, where such distribution, publication, availability, or use would
be contrary to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not cur-
rently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to
observe, such restrictions.

© 2026 DWS International GmbH
Issued in the UK by DWS Investments UK Limited which is authorised and regulated by the Financial Conduct Authority (Reference number
429806).

© 2026 DWS Investments UK Limited

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been reviewed by
the Securities and Futures Commission.
© 2026 DWS Investments Hong Kong Limited

In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by
the Monetary Authority of Singapore.
© 2026 DWS Investments Singapore Limited

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640) and the content of this
document has not been reviewed by the Australian Securities Investment Commission.
© 2026 DWS Investments Australia Limited

For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or sold in Bermuda
only in compliance with the provisions of the Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda.
Additionally, non-Bermudian persons (including companies) may not carry on or engage in any trade or business in Bermuda unless such
persons are permitted to do so under applicable Bermuda legislation.

For investors in Taiwan: This document is distributed to professional investors only and not others. Investing involves risk. The value of an
investment and the income from it will fluctuate and investors may not get back the principal invested. Past performance is not indicative
of future performance. This is a marketing communication. It is for informational purposes only. This document does not constitute invest-
ment advice or a recommendation to buy, sell or hold any security and shall not be deemed an offer to sell or a solicitation of an offer to buy
any security. The views and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated
companies at the time of publication. Certain data used are derived from various sources believed to be reliable, but the accuracy or com-
pleteness of the data is not guaranteed, and no liability is assumed for any direct or consequential losses arising from their use. The dupli-
cation, publication, extraction, or transmission of the contents, irrespective of the form, is not permitted.

© 2026 DWS Group GmbH & Co. KGaA. All rights reserved. (08/26) 111310 _2.0
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