
Medical Office Building Quarterly Update

Introduction

Ventas Inc. (NYSE: VTR) recently 
completed its $1.5 billion 
acquisition of the Wexford Science 
& Technology (“Wexford”) portfolio, 
from Blackstone Real Estate 
Partners VIII LP (“Blackstone”). The 
life science and medical property 
portfolio totals 25 buildings 
spanning over 4.5 million square 
feet. Blackstone’s ownership of 
the properties was through its 
investment in BioMed Realty Trust, 
the parent company of Wexford. 

Wexford is a leading life sciences 
real estate development company 
focused exclusively on partnering 
with universities, academic medical 
centers and research companies.  
The platform has grown from 
900,000 square feet of space to 
4,500,000 square feet of space in 
six years, a compounded annual 
growth rate (“CAGR”) of 31 percent.  

Ventas, with a $21 billion market 
capitalization and a projected 
$94.6 million cash net operating 
income for 2017, derives roughly 54 
percent of its income from seniors’ 
housing operations and triple-net 
properties.  Medical office building 
income trails at just 19 percent. 
Life science and innovation centers 
now represent five percent.  The 
Ventas acquisition of the Wexford 
portfolio marks a pivotal move for 
the company into the life science 
property space.

The Wexford portfolio included 
25 buildings comprised of 23 
operating properties and two 
development properties.  Nine 
development sites principally 
contiguous to existing assets 
accompanied the purchase.  The 
portfolio has a strong credit profile 
with 73 percent of the portfolio 
leased to credit tenants, of which 
67 percent were universities 

with an average rating of Aa2, 
26 percent were companies with 
market capitalizations in excess 
of $1 billion, and seven percent 
were other investment grade rated 
companies.  In total, the tenants 
of the portfolio spend $4 billion, 
approximately 10 percent, of the 
$38 billion in university life science 
research spending in 2014.  The 
average remaining lease term 
for the portfolio is 10 years with 
two percent fixed annual rent 
escalators.  The highly specialized 
facilities occupied by life science 
and research institutions often 
have special equipment and are 
extremely capital intensive, which 
strengthens tenant commitment. 

Ventas’ prior acquisitions of Atria 
Senior Living (“Atria”) and Lillibridge 
Healthcare Services (“Lillibridge”), 
may shed light into their plans for 
expanding the Wexford portfolio.  
Ventas’ total investment through 
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Atria is $5.6 billion, a more than 80 
percent increase from 2011. Even 
more pronounced is Ventas’ total 
investment in Lillibridge of $5.2 
billion, which has grown $4.5 billion 
since 2013.  The robust investment 
growth through Ventas’ acquisitions 
of Atria and Lillibridge, highlights its 
strategy of leveraging the acquired 
platforms to further increase its 
market share and complement its 
existing platforms. In similar fashion, 

Ventas will retain Wexford’s strong 
and experienced leadership to 
manage the existing 23 building 
portfolio and further scale the 
platform through both near and long 
term development opportunities of 
the two development properties and 
nine development sites.  

The purchase of the 23 operating 
properties represented a 6.8 
percent cash yield on the $1.4 

billion allocated to the properties, a 
valuation of roughly $339 per square 
foot.  The $88 million allocated to 
the two development properties 
represented an estimated stabilized 
yield of 7.5 percent, inclusive of 
post-closing capital funding.  Fifty 
million dollars was allocated to the 
nine development sites.  In total, the 
transaction consideration was $1.5 
billion plus $33 million of assumed 
liabilities.

Investment Sale Volumes  
and Pricing Trends

Although volume has declined from 
the record setting highs of 2015, 
investor demand remains strong 
given this quarter’s pricing metrics.  
Approximately $1.925 billion in 
sales were recorded during the third 
quarter, a 14 percent decrease from 
the prior quarter and a 16 percent 
decrease from the same time last 
year.  The average cap rate has 
decreased 16 basis points from last 
quarter, and 52 basis points from the 
same time last year to 6.3 percent.  
The sequential decline in cap rate 

year to date, softens the stark 
decline in sales volume for the year 
to date in contrast to 2015, possibly 
indicating a more selective buyer 
pool for higher quality assets. 

During the second quarter of 2016, 
the average MOB cap rate converged 
with the commercial office average 
for the first time since Real Capital 
Analytics began tracking the data. 
As the broader commercial office 
asset class begins to slow after five 
years of robust cap rate compression, 
average MOB cap rates are now 
lower than commercial office despite 
a long history of trading wider than 
the commercial office average. 

This pricing trend suggests that 
MOBs have now emerged as a safer 
investment due to future demand and 
growth in the sector, supported by 
a rapidly growing aging population 
that will require exponentially more 
healthcare services, and precedent 
transactions by major medical 
providers in outpatient settings.  This 
trend continued into the third quarter, 
widening an additional ten basis 
points from the prior quarter.  The 
average price-per-square foot in the 
commercial office sector however, still 
exceeds the medical office properties 
average, at $264 and $251 per square 
foot, respectively.

MOB Sales Volume in Thousands and Cap Rate Trends

Source:  RC Analytics
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Cap Rate Trends2 

Price per Square Foot Trends2 

Regional Review

West Region

In August, Arizona-based Healthcare Trust 
of America, Inc. (NYSE: HTA) acquired four 
medical office buildings totaling 250,946 
square feet located in the affluent market 
of Mission Viejo, California.  The fee simple 
transaction price was $150 million or 
approximately $598 per square foot.   
The multi-tenanted buildings are leased  
by various medical practices affiliated with  
St. Joseph Health System.  Now part of 
Redmond, Washington-based Providence 
Health, St. Joseph Health System is the  
third largest health system in the United 
States with 50 hospitals and a strong  
presence throughout the West Coast.

Healthcare Realty Trust (NYSE: HR), purchased 
the Talbot Professional Center in Renton, 
Washington for $53 million, or approximately 
$655 per square foot.  This acquisition follows 
HR’s acquisition last quarter of the Valley 
Professional Center North building on the 
same campus of University of Washington 
Valley Medical Center.  The adjacent buildings 
feature a parking lot between the two 
structures, which HR plans to develop into a 
150,000 square foot medical office building. 

Industry Rate Benchmark Trends1

1 Source:  Bloomberg 
2 Source:  RC Analytics
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Southwest Region

Intergris Lakeside Women’s 
Hospital, a 23-bed, 62,857 square 
foot specialty hospital in Oklahoma 
City, Oklahoma, was sold to Carter 
Validus Mission Critical REIT II Inc.   
The hospital is 100 percent net 
leased to Lakeside Women’s 
Hospital, which provides a wide 
range of women’s health services 
including obstetric, gynecological 
and urogynecological services, 
labor and delivery, breast surgery, 
colonoscopy, hormone replacement 
therapy, mammography, nursing, 
and bone density testing. Carter 
Validus Mission Critical REIT II Inc. 
is a public non-traded real estate 
investment trust headquartered in 
Tampa, Florida.  The total value of 
the transaction was $19.8 million, or 
approximately $315 per square foot.

Welltower Inc. (NYSE: HCN), a 
Toledo, Ohio-based public real 
estate investment trust, acquired 
Texas Oncology-Presbyterian Cancer 
Center Dallas.  The property is 
46,839 rentable square feet and 
100% occupied. Texas Oncology 
anchors the building, leasing 58% 
of the property.  The building is 
located on the campus of Texas 
Health Dallas, an 888-bed acute-
care hospital.  The $15 million or 
approximately $320 per square foot 
purchase price represents a mid-six 
percent capitalization rate on year 
one net operating income.   

Houston’s Texas Children’s Medical 
Center acquired the O’Quinn 
Medical Tower and Baylor Clinic 
Building from Baylor St. Luke’s 
Medical Center, a joint venture 
between Baylor College of Medicine 
and CHI St. Luke’s Health, part of 
Colorado-based Catholic Health 

Initiatives (CHI).  Combined, the 
buildings measure 673,395 square 
feet with 89 percent of the space 
occupied.  The buildings sit on six 
acres and are accompanied by a 
ten-story parking structure.  The 
main campus of the 639-bed Texas 
Children’s Hospital is located across 
the street.

Southeast Region

Griffin-American Healthcare REIT 
IV, Inc., sponsored by American 
Healthcare Investors and Griffin 
Capital Corporation, acquired 
three medical office buildings 
located in the Birmingham suburbs 
of Alabama.  Known as the Iron 
Medical Office Building Portfolio, 
the three buildings total 194,532 
square feet and are 84 percent 
leased to the Sylacauga Health 
Care Authority.  Two of the three 
buildings reside in the 145-bed 
Cullman Regional Medical Center, 
and the third property is in the 248-
bed Coosa Valley Medical Center.  
The average remaining lease term 
across the portfolio is 7.4 years.  The 
American Healthcare Investors and 
Griffin Capital Corporation joint 
venture, purchased the property for 
$31 million, approximately $252 per 
square foot.    

Following the Iron Medical Office 
Building Portfolio acquisition, 
Griffin-American Healthcare REIT 
IV Inc. purchased an additional 
52,996 square foot medical office 
building in the Cullman Regional 
Medical Center for $16.7 million.  
The property is 100 percent 
leased to Cullman Primary Care 
P.C., a physician’s group. Services 
provided at the building include 
family medicine, orthopaedics, 
ophthalmology, obstetrics and 

gynecology, allergy and asthma, 
pulmonology, sleep medicine and 
sleep disorders treatment, neurology 
and pain treatment.   

Midwest Region

After months of negotiations 
between parties and regulatory 
review, the Federal Trade 
Commission has approved 
CentraCare Health’s acquisition of St. 
Cloud Medical Group.  As part of the 
acquisition, CentraCare will acquire 
three buildings from St. Cloud 
Medical Group for $27 million, or 
approximately $375 per square foot.  
Two buildings are located in Saint 
Cloud, Minnesota while the third is in 
Clearwater, Minnesota. 

Bethesda, Maryland-based Global 
Medical REIT Inc. (NYSE: GMRE), 
has purchased two portfolios 
through separate transactions in 
South Dakota and Ohio.  The South 
Dakota portfolio of three buildings 
was purchased for $9 million or 
approximately $192 per square 
foot from the Brown Investment 
Group.  Two of the three buildings 
are home to the physicians of 
the Brown Clinic of Watertown.  
Together the two buildings span 
33,198 square feet and were built in 
1988 and renovated in 2011.  The 
third building, spanning 13,686 
square feet, was built in 2000, and 
renovated in 2015 and 2016.  The 
seven building portfolio in Ohio 
was purchased for $10 million, or 
approximately $196 per square foot.  
Global Medical REIT Inc. purchased 
the portfolio from a multi-specialty 
physician group, and plans to lease 
it back to them for an initial term of 
12 years with two additional five year 
renewal options. 
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Mid-Atlantic

In September, Universal Health 
Realty Income Trust (NYSE: UHT), 
a publicly traded real estate 
investment trust based in King of 
Prussia, Pennsylvania, purchased 
the Fredrick Memorial Hospital 
in Fredrick, Maryland from 
Abrams Development Group. 
Abrams Development Group is 
a development firm based in the 
Baltimore-Washington region of 
Maryland.  The 62,300 square foot 
building was purchased for $24.3 
million.  The property is triple-net 
leased with an average remaining 
lease term of approximately  
12 years. 

A joint venture between 
Washington, D.C. based developer, 
Foulger Pratt and PGIM Real Estate 
sold the Inova Loudoun II MOB to 
Healthcare Realty Trust Inc. (NYSE: 
HR).  HR made an unsolicited offer 
of $42 million for the 104,000 square 
foot building.  The fully occupied 
building is completely leased by the 
Inova Loudoun Hospital Campus.

Northeast Region

Healthcare Trust of America Inc. 
(NYSE: HTA), acquired two medical 
office buildings at the Middletown 
Medical Complex.  The campus 
features five buildings and is 
affiliated with the nearby 275-
bed Middlesex Hospital.  Seavest 
received an unsolicited offer of $11 
million or approximately $172 per 
square foot for the 63,933 square 
foot building.  Under Seavest’s 
ownership, the building underwent 
extensive exterior and interior 
renovation, along with building 
system upgrades to handle the 
requirements of modern medical 
practices.  Middlesex Medical 
Complex is a strategic outpatient 
location with top-performing, 
high-quality medical providers.  
The Hospital owns and operates 
the surgery, outpatient, and cancer 
care centers, occupying 47 percent 
of the space in the medical office 
campus, while multiple independent 
physician practices lease the 
remaining space. 

RREEF Property Trust Inc., a non-
listed REIT sponsored by RREEF 
America LLC, acquired a 66,000 
square foot medical office building 
just southwest of downtown Boston 
in Dedham.  The New York based 
firm paid $34 million for the fully 
occupied off-campus building.  
The property is located near the 
118-bed New England Baptist 
Hospital in Boston, a provider 
known for orthopedic surgery and 
musculoskeletal treatment.  The New 
England Baptist Outpatient Care 
Center is the tenant of the building 
and is operated by the hospital.  
The hospital provides orthopedic-
related services, including operating 
rooms, post-anesthesia care unit, 
post-operative physical therapy, and 
imaging space.
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About Hammond Hanlon Camp LLC

HAMMOND HANLON CAMP LLC (“H2C”) is a healthcare-focused strategic 
advisory and investment banking firm with a dedicated real estate advisory 
and transaction practice.  

With offices across the country in New York, Chicago, Atlanta, and San Diego, 
H2C is uniquely positioned to help your company meet its financial goals.  The 
firm’s principals have been lead advisors on billions of dollars of transactions 
in the healthcare industry, offering the experience and industry knowledge to 
achieve the most favorable results.  

The H2C approach has resulted in loyal clients and longstanding relationships.  
Please contact one of our senior professionals today to find out how we can 
help your company. 

Real Estate Investment Banking Practice

The real estate investment banking professionals at H2C have successfully 
served as advisor for over 20 years on real estate transactions in excess of 
$10 billion nationwide.  For more information on our real estate advisory 
group, please contact one of the following H2C professionals or visit our 
website at h2c.com. 

 
Hammond Hanlon Camp LLC offers securities through its wholly-owned subsidiary, 
H2C Securities Inc., a member of the Financial Industry Regulatory Authority (FINRA) 
and the Securities Investors Protection Corporation (SIPC) and registered with the 
Securities and Exchange Commission (SEC), the Municipal Securities Rulemaking 
Board (MSRB) and the National Futures Association (NFA).

NEW YORK
623 Fifth Avenue, 29th Floor 
New York, NY 10022 
212 257 4500

CHICAGO
311 S. Wacker Drive, Suite 5425 
Chicago, IL 60606 
312 508 4200

ATLANTA
3333 Piedmont Road, Suite 700 
Atlanta, GA 30305 
402 937 1350

SAN DIEGO
4655 Executive Drive, Suite 280 
San Diego, CA 92121 
858 242 4800

Philip J. Camp 
Principal 
212 257 4505 
pcamp@h2c.com

John P. Nero 
Vice President 
212 257 4502 
jnero@h2c.com

Jay J. Miele 
Managing Director 
212 257 4515 
jmiele@h2c.com

Maxwell J. Wu 
Associate 
212 257 4511 
mwu@h2c.com

http://h2c.com

