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Introduction

2015 medical office transaction 
volume was the highest recorded 
in U.S. history.  Approximately 
$10.0 billion in transactions were 
recorded during the year, a 14 
percent increase over 2014 when 
volume reached what was then  
an all-time high.1  This past 
year was also one of the most 
competitively priced periods in 
medical office building history.   
The average cap rate of 6.9 percent 
was the lowest since the 6.8 percent 
average in 2007 when the market 
was at its peak. 

In recapping a record-setting year 
in the medical office building 
industry, several key transactions 
are worth highlighting:

Canadian Pension Plan Investment 
Board (CPP) and Welltower, Inc. 
Acquired a Southern California 
Portfolio

A joint venture between CPP 
and Welltower, Inc. (NYSE: HCN) 

acquired a portfolio of eight 
medical office buildings located 
in Southern California.  The joint 
venture, which is 55 percent 
owned by HCN and 45 percent 
owned by CPP, will initially own 
50.5 percent of the portfolio.  
The remaining 49.5 percent is 
comprised of operating units sold 
to G&L Realty.  The properties are 
located throughout La Jolla, Tustin 
and Beverly Hills and comprise 
437,895 square feet.  Key tenants 
in the portfolio include Orthomed 
UCSD and Tustin Hospital Medical 
Center.  The total transaction price 
of $449 million represents a price 
per square foot of $1,025, one of 
the highest priced deals in medical 
office history on a per square foot 
basis.  In its 2Q15 Supplement, HCN 
reported the initial yield to be 5.8 
percent. 

HCP, Inc. Acquired the Memorial 
Hermann Portfolio

HCP, Inc. (NYSE: HCP) acquired a 
portfolio of 11 on-campus medical 

office buildings from Memorial 
Hermann Health System in a 
sale-leaseback transaction.  The 
buildings comprise 1,200,000 
square feet and are located in 
Houston on the campuses of 
Memorial Hermann Northwest, 
Southwest and The Woodlands.  
The total transaction price was $225 
million or $188 per square foot. 

MB Real Estate Acquired a Chicago 
Portfolio

MB Real Estate, in joint venture 
with Kayne Anderson, acquired 
a portfolio of 12 medical office 
buildings located in the Chicago 
area.  The properties were acquired 
in two phases.  The first phase was 
the $29.5 million purchase of the 
three Old Orchard Woods medical 
office buildings located in Skokie, IL.   
The facilities comprise 112,633 
square feet and are 100 percent 
leased.  The second phase included 
the purchase of a nine-building 
portfolio comprising 387,133  
square feet.  
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MOB Sales Volume in Thousands and Cap Rate Trends1

Illinois Bone & Joint Institute 
occupies more than half of this 
space.  Other tenants include 
Advocate Health Care, Resurrection 
Health Care, Metro Infectious 
Disease Consultants, NorthShore 
University HealthSystem and Pain 
Specialists of Greater Chicago.  The 
total purchase price for the second 
phase was $129 million or $333 per 
square foot.

Physicians Realty Trust Acquired 
the Integrated Medical Services 
(IMS) Portfolio

Physicians Realty Trust (NYSE: DOC) 
acquired the IMS portfolio, which 
consists of four medical office 
buildings located in Arizona.  The 
portfolio comprises 407,411 square 
feet and is 96 percent occupied.  
Three of the four buildings being 
located on the campus of a hospital, 

including Tenet Healthcare’s Abrazo 
West Hospital Campus, Tenet 
Healthcare’s Abrazo Scottsdale 
Campus and Honor Health’s John C. 
Lincoln Medical Center.  Anchoring 
the portfolio is IMS, a physician-led, 
multi-specialty group affiliated with 
Dignity Health, which represents 67 
percent of the portfolio’s leasable 
area.  The transaction price of 
$141.0 million represented a cap 
rate of 6.6 percent. 
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Investment Sale Volumes  
and Pricing Trends

Although 2015 was a record setting 
year for annual transaction volume, 
medical office sales slowed during 
the fourth quarter.  Approximately 
$2.2 billion in sales were recorded 
during the fourth quarter, a six 
percent decrease from the prior 
quarter and a 43 percent decrease 
from the same time last year. 

Although there was a drop off 
in sales volume, strong investor 
demand for the medical office 
building sector remains evident in 
the quarter’s pricing metrics.  The 
average cap rate for the quarter was 
6.7 percent, a 20 basis point decline 
from the prior quarter and a 40 
basis point decline from the same 
time last year.  The spread between 
cap rates in medical office and 
other office properties continued 

to tighten as the average office cap 
rate is only 10 basis points below 
the medical office average.  For the 
second consecutive quarter, the 
average price per square foot of 
$272 in the medical office sector 
trumped the commercial office 
properties average price of $261 per 
square foot. 
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Industry Rate Benchmark Trends2

Cap Rate Trends1

Price per Square Foot Trends1
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Regional Review

West Region

Healthcare Realty Trust Inc. (NYSE: 
HR) acquired the 97,136 square foot 
Broadway Webster Medical Plaza located 
in Oakland, CA.  The transaction price 
of $45.6 million or $469 per square foot 
represents a cap rate of 5.6 percent.  The 
12-story building was built in 1977 and 
has been renovated in recent years.  It is 
97 percent occupied and is strategically 
located across from Kaiser Permanente’s 
new 349-bed hospital.  The largest 
tenant in the building is Samuel Merritt 
University, occupying approximately 13 
percent of the building.  Other building 
tenants include Sutter Health, Hill 
Physicians and Quest Diagnostics Inc.  
The transaction is representative of HR’s 
strategy to expand its portfolio in the San 
Francisco Bay Area, building upon the 
one original asset it owned in the region.

Stockdale Capital Partners, a private real 
estate investment firm with offices in 
Los Angeles, Scottsdale and Houston, 
acquired 2825 Santa Monica Boulevard, 
a premier medical office building 
located in Santa Monica, CA.   
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The three-story, Class-A medical 
office building is situated in the 
center of Santa Monica’s medical 
office market and includes two 
levels of subterranean parking and 
an open court yard.  The property is 
100 percent occupied and its tenant 
roster includes UCLA Jonsson 
Comprehensive Cancer Center/
Translational Oncology Research 
Laboratories (TORL), UCLA Health 
Santa Monica Pediatrics, Tao of 
Wellness and a number of other 
private medical practices.  The 
transaction price of $38.5 million 
represents an above-average $710 
per square foot and an equally 
aggressive cap rate of 5.0 percent.

Southwest Region

Olympus Ventures LLC, a family 
office based in Minneapolis, MN, 
acquired The Urology Center of 
Colorado located in Denver, CO.  
The 59,111 square foot property 
is master leased to The Urology 
Center of Colorado, one of the 
nation’s leading urology practices.  
The clinic offers radiology, 
laboratory and pathology services, 
a urologic cancer treatment center 
featuring robotic surgery and 
radiation therapy, a clinical research 
department and an ambulatory 
surgery center.  The total 
transaction price was $35.15 million 
or $591 per square foot.

Southeast Region

A joint venture between Investcorp 
and Crocker Partners has acquired 
Paces West, a two-building portfolio 
leased to a variety of medical and 
traditional office tenants located 
in Atlanta, GA.  Investcorp, a New 
York-based, private real estate 
investor strategically teamed with 

Crocker Partners, a local operating 
partner that will be able to bring 
local market knowledge and 
experience to the portfolio.  The 
two properties total 646,471 square 
feet and feature a strong tenant 
roster, which includes Piedmont 
Healthcare.  The total transaction 
price of $112.5 million or $174 per 
square foot represents a cap rate of 
5.3 percent. 

Physicians Realty Trust (NYSE: DOC) 
acquired a newly constructed, 
110,000 square foot medical office 
building located in Nashville, TN.  
The Class-A medical office building 
is 100 percent leased to multiple 
tenants under long-term leases and 
is anchored by a leading Nashville 
physician practice.  The transaction 
price of $45.4 million or $413 per 
square foot was paid in Series A 
Participating Redeemable Preferred 
Units of the Operating Partnership 
and cash.  The transaction price 
represents a cap rate of 6.0 percent. 

Midwest Region

Hammes Partners acquired the 
Hand to Shoulder Center located 
in Appleton, WI.  The facility is a 
specialized orthopedic clinic that 
is home to some of the Midwest’s 
most prominent surgeons.  The 
center provides clinical, surgical and 
rehabilitation orthopedic services.  
The $18.5 million transaction was 
structured as a sale-leaseback and 
traded for a cap rate of 6.8 percent. 

Mid-Atlantic/Northeast Region

LaSalle Investment Management 
acquired 140 Park Avenue, a newly 
constructed 100,000 square foot 
medical office building located in 
Florham Park, NJ.  The property is 

a four-story, state-of-the-art, fully 
leased medical office building 
situated on 6.6 acres in The Green 
at Florham Park, a 268-acre master 
planned mixed-use office park.  The 
property is leased under a triple-net 
lease structure to Summit Medical 
Group through 2030.  The facility 
was constructed specifically for 
Summit Medical Group, the largest 
multi-specialty practice group in 
New Jersey.  The facility includes an 
urgent care center, imaging center, 
patient labs and an ambulatory 
surgery center.  The transaction 
price of $45.6 million or $456 per 
square foot represents a cap rate of 
5.5 percent. 

Welltower, Inc. (NYSE: HCN), 
formerly known as Health Care 
REIT, acquired a three-story, 
65,559 square foot medical office 
building located in Columbia, 
MD.  The facility is an off-campus 
outpatient facility located in a 
planned community comprising 10 
self-contained villages in Howard 
County, which is among the 
wealthiest counties in the country.  
The anchor tenant in the building 
is Columbia Medical Practice, a 
multi-specialty group based in 
Howard County with 25 providers in 
five departments.  The transaction 
price was $35.5 million or $541 per 
square foot.   

 

 

1Source: RC Analytics 
2Source: Bloomberg
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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

Sean J. Gilbert 
Senior Analyst 
212 257 4511 
sgilbert@h2c.com

http://h2c.com

