
Medical Office Building Quarterly Update

Introduction

Despite a second year of declining 
transaction volume, real estate 
investment trusts (“REITs”) found 
acquisitions in a supply constrained 
market and accounted for more 
than 22 percent of the medical 
office building (“MOB”) dollar 
volume in 2019, a 3 percent 
increase from 2018. Welltower 
(NYSE: WELL) made acquisitions 
totaling $1.2 billion across 58 
properties, Healthcare Realty Trust 
Inc. (NYSE: HR) invested $266.1 
million across 13 properties, and 
Healthcare Trust of America (NYSE: 
HTA) purchased $132.3 million 
across 10 properties. Other active 
REITs included Griffin-American 
Healthcare REIT, a publicly 
registered, non-traded REIT, which 
acquired $169.5 million worth 
of MOBs across 13 properties; 

Global Medical REIT (NYSE: GMRE), 
which made investments totaling 
$99.5 million across 13 assets; and 
Physicians Realty Trust (NYSE: DOC), 
which bought five properties for 
$85 million.  

Private equity investors, while fewer 
in number than REITs, accounted 
for the majority of transaction 
volume as usual, with $7 billion in 
volume. Private equity investors 
were led by Chicago-based MB Real 
Estate (“MBRE”), which purchased 
68 properties in 2019 for $672.6 
million. 

Welltower was the largest buyer of 
MOBs in 2019 across the investor 
spectrum, acquiring $3.5 billion of 
outpatient medical office properties 
totaling more than 8 million square 
feet. $1.2 billion of Welltower’s 
acquisitions closed in 2019, with 
the remainder set to close in the 

first quarter of 2020 (not included 
in 2019 transaction volume data). 
In the fourth quarter, Welltower 
went under contract with its third 
$400+ million transaction of 2019 
with its pending acquisition of a 1.5 
million-square-foot portfolio sold 
by Hammes Company (“Hammes”). 
A partial interest in Welltower’s 
recent acquisitions will be held by 
Invesco Real Estate (approximately 
15 percent).

REITs Cap Off Active Year for MOB Acquisitions
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Figure 2 :  Cap Rate Trends1

Figure 1:  MOB Sales Volume and Cap Rate Trends1 • $ in millions

1Source:  Real Capital Analytics

Transaction dollar volume for MOBs 
totaled $11.7 billion 2019, less 
than $12.1 billion in MOB deals 
recorded in 2018 and $13.9 billion 
in transactions recorded in 2017. 
However, MOB property volume 
rose in 2019, with 1,255 properties 
transacted, higher than 2018’s 
total of 1,204 properties. Given this 
dynamic, and as alluded to in H2C’s 
Q3 MOB Report, it is clear that small 
assets and small individual properties 

have increased in appeal due to the 
shortage of larger MOBs to meet 
acquisition goals. 

As stated in previous H2C MOB 
reports, alignment of buyer and 
seller expectations seems to be in 
sync, as average cap rates have been 
consistently trending downward—
albeit slowly—despite significant 
variation in number of properties 
sold and transaction dollar volume.

Cap rates reached an all-time low 

based on the trailing 12-month 
average cap rate of 6.63 percent, 
while average price per square foot 
of MOBs remains near its all-time 
high, currently at $291 per square 
foot. Given the declining supply of 
MOBs to feed the market’s appetite 
and a flat interest rate environment, 
H2C anticipates that pricing will 
remain steady into 2020 unless 
significant supply is added to satisfy 
the increasing demand.
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Figure 3:  Price per Square Foot Trends1

Investment Sales and Trends

In 2019, seven large portfolios—
defined as having eight assets or 
more—transacted, fewer than in 
2017 and 2018. The lack of larger 
portfolios, particularly in the second 
half of 2019, led to an increasing 
number of investors exploring 
packages of smaller MOBs, creating 
a larger gross sales volume to 
appease acquisition demand.

The largest non-REIT transaction 
of the quarter occurred when 
Montecito Medical Real Estate 
(“Montecito”) sold a portfolio of 
MOBs to Kayne Anderson-backed 
MBRE IN November. The $105.5 
million transaction consisted of 
10 assets located throughout the 
greater Charlotte and Winston 
Salem area totaling 218,213 square 
feet. The portfolio was 100 percent 
leased to OrthoCarolina, the 
third-largest orthopedic practice 

in the nation based on number of 
physicians. The transaction featured 
a weighted average lease term of 
13 years. The average MOB size of 
the portfolio was 21,821 square feet 
and had no shortage of interest. 
This reflects a trend highlighted in 
H2C’s Q3 MOB Report, which stated 
that smaller assets were becoming 
more in favor with institutional 
investors due to the lack of supply 
in the MOB marketplace.

Figure 4:  Large Portfolio Transactions1 • Over $75.0 Million value comprised of 8+ Assets

1Source:  Real Capital Analytics
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Figure 5:  Average MOB Property Transaction Size1 • $ in millions

1Source:  Real Capital Analytics

Regional Review

The Western region accounted for 
25 percent of this year’s transaction 
volume, on pace with previous years, 
and retained the lowest average cap 
rate compared with other regions, 
at 6.30 percent. It should be noted, 
however, that the West’s average 
cap rates have actually risen 20 basis 
points over 2018. The West is one of 
only two regions that have seen rising 
cap rates over the past two years.

The Northeast, Southeast, and 
Southwest’s cap rates ranged from 

6.45 to 6.85 percent, below the 
Midwest and Mid-Atlantic regions. 

In past quarterly MOB Reports, H2C 
has reported that the West and 
Northeast have seen an increase 
in average cap rates while all 
other regions have seen cap rate 
compression, most notably the 
Southeast, where cap rates have 
decreased nearly 40 basis points 
since the passing of the Federal Tax 
Cuts and Jobs Act (“TCJA”). Recent 
investments have clearly shown 
a relationship with population 
movements as more and more 

people flee high-tax states for 
locations within lower-tax, business-
friendly states within the Southeast 
and Southwest.   

Northeast Region

In October, Physician’s Realty Trust 
purchased 515 West Middle Turnpike 
in Manchester, Conn., from a local 
developer and investor. The single-
story, 28,925-square-foot MOB, 
which was developed in 2011, was 
leased to ProHealth Physicians of 
Manchester (“ProHealth”), an affiliate 
of United HealthCare (A1/AA-/AA-), 

Figure 6:  Changes in Cap Rates by Region1 • Trailing 12-Month Average 
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1Source:  Real Capital Analytics

Figure 7:  2019 Average Price Per Square Foot and Cap Rate by Region1 • $ in millions

and St. Francis, an affiliate of Trinity 
Health (Aa3/NR/AA-). St. Francis’s 
lease expires in mid-2020, at which 
time ProHealth will expand into the 
space and occupy the building in 
its entirety. Services offered at the 
property include family medicine, 
urgent care, physical therapy, 
imaging, and laboratory services. 
The property sold slightly below 
the original asking price for $11.3 
million, or $391 per square foot. 

New York-based Paragon Outcomes, 
a diversified-private investment 
company, acquired a newly 
developed, single-tenant MOB 
in Monaca, Penn. The two-story, 
59,335-square-foot MOB was built-
to-suit by the seller, Castlebrook 
Development, and is triple-net 
leased to Heritage Valley Health 
System (A2/NR/AA-) until February 
2039. Services at the property 
include internal medicine, walk-in 
clinical, rehabilitation, diagnostics, 
imaging, lab, rheumatology, 
endocrinology, and orthopedics. 
The $18.4 million purchase equated 
to $310 per square foot and a 6.7 
percent cap rate.  

West Region

In December, Healthcare Realty 
Trust acquired the Highmark 
Medical Center located at 1740 NW 
Maple Street in Issaquah, Wash., 
from HighMark Investments. The 
43,000-square-foot, Class A MOB, 
was developed in 2010 and is 94 
percent occupied by eight tenants. 
The tenant roster includes University 
of Washington Medicine (Aaa/NR/
NR), Overlake Medical Center (A2/A/
NR), Lake Washington Vascular, 
and Seattle Cancer Care Alliance. 
Services offered at the MOB include 
cardiology, women’s health, urgent 
care, vascular health, oncology, 
infusion therapy, hematology, and 
dental. The $24.2 million purchase 
price equated to $564 per  
square foot. 

A private, regional investor acquired 
the Northridge Medical Center at 
18433 Roscoe Boulevard in the 
greater Los Angeles area from 
TDA Investment Group. The two-
story, 30,353-square-foot MOB was 
developed in 1977 and renovated 
in 1995. The property is 80 percent 

occupied and leased to 14 tenants, 
including HealthCare Partners of 
California, Valley Clinical Trials Inc., 
Oncology Institute of Hope and 
Innovation, Northridge Dentalworks, 
and Active Life. It is strategically 
located next to Dignity Health’s 
Northridge Medical Center (425 
beds). The purchase price of $11.7 
million equated to $384 per  
square foot. 

Southwest Region

Centum Health Properties 
(“Centum”) and its joint-venture 
partner, Signature Partners, sold a 
package of three MOBs to Griffin-
American Healthcare REIT. The MOBs 
range from 33,529 to 61,606 square 
feet for a total of 132,217 square 
feet and were developed from 1979 
to 1999. All three properties were 
originally acquired from 2014 to 
2015 by Centum, which executed a 
successful value-add strategy that 
consisted of renovations and re-
tenanting, bringing the occupancy 
to 95 percent at time of sale. Twenty 
percent of the properties’ space is 
leased to health systems such as 
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University of Colorado Health (NR/
NR/AA), HCA HealthONE (Ba1/BB+/
BB), and DaVita Dialysis (Ba2/BB/
NR). All properties are located off 
campus within suburbs of Denver 
and Colorado Springs. The $31.2 
million purchase price equated 
to $236 per square foot and a 7 
percent cap rate. 

Milwaukee-based Hammes Partners 
purchased 140 N. Litchfield Road 
in Goodyear, Ariz., for $11.4 
million, or $322 per square foot. 
Known as West Valley Medical 
Center, the 35,443-square-foot 
MOB was developed in 1997 and 
underwent renovation in 2011. 
Tenants include Mountain Park 
Health Center, Arizona Center for 
Neurosurgery, and Phoenix Heart 
& Cardiovascular. Services offered 
at the MOB include cardiology, 
pediatrics, women’s health, 
pharmacy, internal medicine, 
imaging, and surgery. The property 
is located less than one mile south 
of Abrazo Community Health 
Network’s West Campus Hospital 
(179 beds). Notably, the property 
is located within a qualified 
opportunity zone. 

Midwest Region

Minneapolis-based Davis acquired 
5040 Forest Drive in New Albany, 
Ohio, from Columbus-based 
Equity, LLC. Developed in 2010 and 
known as New Albany Medical, 
the 59,233-square-foot MOB is 
located on Trinity Health’s Mount 
Carmel Surgical Hospital Campus. 
The building is 80 percent occupied 
by five multispecialty healthcare 
tenants, including OrthoNeuro 
and New Albany Surgery Center. 
Davis plans to invest in the asset 
by constructing a skyway that 
will link the MOB to the surgical 

hospital in order to facilitate greater 
convenience and accessibility for 
patients and staff. The $18.4 million 
acquisition equated to $311 per 
square foot. 

In December, Montecito acquired 
a newly developed, 20,000-square-
foot, single-tenant primary care 
clinic from the developer, TWG 
Development for $7.7 million. 
The MOB, which is located 30 
miles northwest of Indianapolis in 
Lebanon, Ind., is long-term, triple-
net leased to American Health 
Network, an affiliate of Optum (A3/
A+/A). The $7.7 million purchase 
equated to $385 per square foot. 

Mid-Atlantic

MBRE, who acquired the previously-
mentioned 10-property Montecito 
portfolio across North Carolina, also 
closed on three more MOBs from 
CGA Capital in the fourth quarter 
which were leased to Novant 
Health. The total $150 million of 
acquisitions in the fourth quarter by 
MBRE made up the majority of the 
Mid-Atlantic region’s sales volume 
of $169 million. 

In October, HRT acquired Durant 
Medical Center in Raleigh, N.C., for 
$21.6 million, or $379 per square 
foot. The three-story, 57,000-square-
foot MOB was developed in 2008 
and is adjacent to WakeMed’s North 
Hospital Campus (61 beds), which 
opened in 2015. Tenants include 
affiliates of WakeMed (A2/NR/
A+), Durant Road Pediatrics, Wake 
Internal Medicine Consultants, and 
Wake Gastroenterology. Services 
offered at the property include 
urgent care, internal medicine, 
pediatrics, ophthalmology, women’s 
health, orthopedics, spine, and 
therapy. The cap rate was reported 
to be 5.5 percent. 

Carrboro, N.C.-based TM Medical 
Properties purchased 2210 Hemby 
Lane in Greenville, N.C., from 
MedSouth Healthcare Properties. 
The 19,832-square-foot MOB 
is leased to a four-physician 
gastroenterology practice and 
serves as the practice’s only 
location. The $5.9 million purchase 
equated to $299 per square foot. 

Southeast 

In November, MBRE purchased 900 
Village Square Crossing in Palm 
Beach Gardens, Fla., from a local 
developer. Built in 2013, the two-
story, 38,944-square-foot MOB is 
88 percent occupied by five tenants 
and is located within a professional 
park featuring eight other office 
buildings. The tenants include 
Atlantis Orthopaedics, SurgCenter, 
Water’s Edge Dermatology, 
Metropolitan Health Partners, and 
Canasi Medical Institute. Services 
at the property include sports 
medicine, dermatology, internal 
medicine, therapy, and surgery. The 
$14.9 million purchase equated 
to $381 per square foot and a 6.5 
percent cap rate. 

Global Medical REIT acquired 
three eye centers in the greater-
Panama City Beach, Fla., area for 
$12.9 million in a sale/leaseback 
transaction. The tenant is The 
Eye Center of North Florida, a 
nine-physician practice with four 
locations in Northwest Florida 
formed in 1999. The properties 
range in size from 3,180 to 26,116 
square feet for a total of 32,596 
square feet. Services conducted 
at the properties include standard 
ophthalmology services, cataract 
surgery, retinal imaging, LASIK, and 
aesthetic procedures. The cap rate 
was reported to be 7.5 percent.
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About Hammond Hanlon Camp LLC

HAMMOND HANLON CAMP LLC (H2C) is an independent strategic advisory and 
investment banking firm with a singular focus on healthcare. Our commitment 
to exceed our clients’ expectations begins with senior leadership on every 
engagement and continues with independent and objective strategic advice.  Our 
belief in the markets and in the power of competition has resulted in loyal clients 
and long-term relationships. 

The experienced professionals at H2C are well positioned to serve as your 
trusted advisors.  We have the expertise to understand the unique complexities 
of the healthcare industry and an in-depth knowledge of the range of potential 
alternatives essential to designing and implementing highly successful business 
and financial strategies.  We bring in-depth knowledge and experience across the 
full continuum of care and across a wide range of healthcare-related businesses. 

H2C offers services in the following areas:

 � Strategy design, development and execution
 � Mergers, acquisitions and divestitures
 � Capital planning and management
 � Capital markets financial advisory and private placements
 � Real estate advisory and execution services
 � Bankruptcy and restructuring

Real Estate Investment Banking Practice

For more than 20 years, the real estate investment banking professionals at H2C 
have successfully served as advisors on real estate transactions in excess of $12.5 
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 725 
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

E. Chris Byrns 
Associate 
212 257 4518 
cbyrns@h2c.com

Brady R. Stern 
Director 
312 508 4203 
bstern@h2c.com

Mitchell J. Levine 
Associate 
212 257 4519 
mlevine@h2c.com

Matthew T. Tarpley 
Vice President 
212 257 4516 
mtarpley@h2c.com

Stuart L. Gilbert 
Analyst 
212 257 4506 
sgilbert@h2c.com
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