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Our View of the Medical Office Market

A Note from Chip Conk:

As we move into the last quarter of
2025, a number of positive signs buoy
our outlook on the medical real estate
marketplace.

We continue to see abundant
opportunities for acquiring medical
office properties. The quantity and quality
of those opportunities enable us to remain
highly selective about the properties we
select for investment; through the first
half of this year, Montecito closed on just
3% of the potential deals we reviewed.

Meanwhile, financial institutions'lending
appetite remains strong for medical
office buyers, such as Montecito, who
have established track records as owner-
operators and demonstrate disciplined
underwriting. While financing terms are
not as advantageous as those we saw
three or four years ago, in an exceptionally
favorable environment, both our cost

of debt and the higher cap rates we are
seeing are highly conducive to our
acquisition activity. We saw these positive
indicators even before the Federal
Reserve Board, in a widely anticipated
move, announced an interest rate cut

of 25 basis points on September 17 and
signaled that two additional cuts may
be coming before the end of the year.

In one of the year's most welcome
developments, medical office portfolio
sales, which all but disappeared in 2024,
are steadily returning. In mid-September,
for example, Cleveland Clinic completed

the sale of 24 MOBs, in what one industry
publication characterized as “the largest
health system monetization since 2016
We are seeing a high level of interest and
bid activity on MOB portfolios currently
offered, and we are actively pursuing
attractive portfolio acquisitions that we
believe will deliver the returns we seek.
For Montecito and our investors, the
increased demand for portfolios also
opens new opportunities for equity
recapitalization and selective sales

of groups of assets within our existing
portfolios.

Interest in our medical office assets
continues to grow. What once was a niche
market confined to the United States
has now commanded attention from
investors around the globe. During Q2
we engaged in discussions with potential
investors ranging from the Middle East
to Canada and Southeast Asia.

and work, demand
for new MOB
properties grows
proportionately.
Occupancy rates
remain at an all-time
high, and escalating
rents only add to
the value of these
properties. \
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Chip Conk, CEO,
Montecito Medical Real Estate

With ample capital
available to deploy,
we are moving
forward opportunistically and with
discipline to acquire new assets and
manage our existing portfolios for
the benefit of our investors.
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Sincerely,
Chip Conk

“Healthcare real estate has become one of the safest

investment assets in commercial real estate’
— GlobeSt.com, August 28, 2025

The appeal of our investment product
steadily trends upward because the
fundamentals undergirding medical
office properties remain so solid.

As an aging population utilizes more
healthcare services, and as those
services increasingly move to outpatient
settings closer to where patients live
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We've been busy!

In the third quarter of 2025, Montecito Medical continued our brisk acquisition
activity, adding 8 properties to our portfolios. Here's a sampling:

Midland Ambulatory Surgery Center THR Ambulatory Surgery Center
Midland, TX Willow Park, TX

New York Cancer & Bone Tallahassee Memorial MOB
Long Island, NY Tallahassee, FL

Montecito Medical Real Estate
3807 Cleghorn Avenue

Suite 903

Nashville, TN 37215




