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2026 CAP RATES BEGIN THE YEAR LOWER

Moderate Cap Rate Declines Continue in Q1

Q1 2026 Median Cap Rates dropped 10 basis points to 6.55%
while Average Cap Rates dropped 17 basis points to 6.68%. The
Average Days on Market increased by 15 days to 199 while the
Average Base Term remaining on closed transactions dropped
minimally to 10.4 years. On average, Net Lease properties closed
6.48% below the initial asking price. The 10 Year Treasury rate
increased by 12 bass points to 4.3%. This increase, along with
Cap Rate decreases, puts additional pressure on investors looking
to leverage their acquisitions.

Drug Store properties continue to be in a thorn in the side of
investors. Now that Walgreens has been taken private, landlords
continue to wait and see what this will mean for them as
Sycamore Partners explores ways to reinstate profitability moving
forward. We expect some combination of lease renegotiations,
store closings, and various efforts to improve profitability
within stores. Despite all of this uncertainty, Cap Rates for both
Walgreens and CVS actually decreased this past quarter. Delving
deeper into the details, similar to the Bank property Cap Rate
compression as of the past few years, it is a story of decreased
transaction volume and increased quality of product. Simply
put, the properties located in the most desired areas along with
compensating factors, i.e. some type of proof that the location is
a thriving profit center, are the common characteristics of Drug
Store properties that have been transacting.
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Q1 2026
Sold Property Data

Median Cap Rate
6.55% (| 10bps)

Average Cap Rate
6.68% (/17 bps)

Average Days On Market
199 Days (T15)

Average Base Term

10.4 Years (10.1)

Ask Price vs. Sales Price

6.48% Under Asking ({ 96 bps)

National Net Lease Cap Rates
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2011 2012 2013 2014 2015 2016 2017 2018 2019

2020

2021 2022 2023 2024 2025 2026

——Median | 7.50% 7.43% 7.05% 6.86% 6.30% 6.23% 6.15% 6.13% 6.21%

6.30%

5.92% 5.31% 6.05% 6.42% 6.60% 6.55%

——Average 7.49% 7.46% 7.18% 6.70% 6.53% 6.38% 6.34% 6.27% 6.32%

6.41%

6.03% 5.48% 6.16% 6.54% 6.79% 6.68%
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National Average Cap Rates By Term of Lease
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2011 | 2012 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 = 2020 | 2021 | 2022 | 2023 2024 2025 | 2026
——<10 Years| 7.90% 8.09%  7.79% | 7.66% | 7.33% | 7.04% | 7.12% | 6.98% 6.95%  7.14% | 6.55%  6.09% 6.79% | 7.10%  7.46% | 7.19%
——>10 Years| 7.34% 7.18%  6.74% | 6.38% | 6.04% | 6.00% | 593% | 592% 5.96%  593% | 557% 5.13%  5.80% | 6.12% | 6.32% | 6.22%

In Q1 2026, we observed net lease investment trends continuing to shift from volatility toward stabilization and renewed
growth. Transaction activity continues to rebound meaningfully, reflecting improving capital markets and investor
confidence. Deal volume continues to increase as both private and institutional investors reenter the market. We expect
institutional participation to continue to rise after a period that has been dominated by private buyers.

Pricing dynamics continue to stabilize as Cap Rates have been hovering in the mid 6 range since the beginning of 2024.
Instead of reacting primarily to interest rate movements, investors seem to be increasingly adopting risk based pricing,
emphasizing tenant credit quality, lease duration, and asset fundamentals.

Sale-leaseback activity accelerated in Q1 as well, driven by corporate M&A and the need for liquidity. Easing interest
rate volatility and improved liquidity conditions continue to encourage capital deployment, while expected cap rate
compression later in 2026 has reinforced a forward-looking, opportunity driven investment stance.

Overall thus farin 2026, we have seen a marked a transition to a more disciplined, fundamentals driven net lease market
with recovering activity and stabilized pricing.
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Auto Related | Discount Store | Drug Store
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2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 @ 2021 | 2022 | 2023 | 2024 | 2025 | 2026
—Auto Related | 8.06% | 7.59% | 7.79% | 7.16% | 7.03% | 6.55%  6.52% | 6.52% | 6.50% | 6.22% | 6.10% | 5.40%  6.10% | 6.52% | 6.72% @ 6.57%
—Discount Store| 8.25% | 8.47% | 7.70% | 7.46% | 7.26% | 7.23% 7.15% | 7.04% | 7.13% | 7.06% | 6.55% | 5.84% & 6.71% | 7.58% | 7.72% | 7.83%
Drug Store 775% | 7.44% | 7.18% | 6.49% | 6.36% | 6.17% | 6.33% | 6.51% | 6.40% | 6.42%  6.10% | 5.60%  6.46% | 7.15% 8.28% | 7.75%
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450% o011 | 2012 | 2013 | 2014 | 2015 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 2025 | 2026
—Bank 526% 6.42%  6.06% @ 553% | 527% 542%  549% | 555% @ 5.79% | 588% | 571% | 5.09% | 5.57% | 6.17% | 5.82% | 5.88%
—Convenience/Gas| 7.11% | 6.71% | 6.26% | 6.62% | 6.15% | 6.02% | 5.95% | 5.69% | 5.65% | 5.711% | 5.27% | 5.03% | 578% | 589% | 5.81% | 5.92%
Restaurant 742% 7.20%  6.72% @ 6.35% | 5.98%  599% @ 5.88% | 5.83% @ 5.80% | 570% | 5.45% | 5.02% | 5.65% | 5.94% | 6.24% | 6.08%
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