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Seniors HousiNng

The seniors housing sector continues to benefit from a favorable combination of strengthening fundamentals, limited new
supply, and improving capital market conditions. Revenue and NOI growth remained strong through the first half of 2026 as
occupancy gains, healthy rent increases, and moderating expense pressures supported robust operating performance. At the
same time, investment activity accelerated, reflecting growing confidence in the sector's long-term outlook.

Demand remains supported by needs-based occupancy drivers that are less sensitive to broader economic conditions than
many other commercial real estate sectors. Resident move-ins continue to exceed move-outs, with net absorption remaining
above its long-term average according to the National Investment Center for Seniors Housing & Care (NIC)'. Occupancy in
NIC-tracked primary and secondary markets reached 90.1% during the second quarter, the highest level since late 2014 and
280 basis points above the pre-pandemic rate of 87.3%2 Performance improvements were broad-based across property types,
with lower-acuity communities approaching 92% occupancy and higher-acuity properties reaching 89%, demonstrating
continued recovery across the care continuum.

FIGURE 1: YEARS OF RENT - MEDIAN EXISTING HOME SALES PRICE/ANNUAL SENIORS HOUSING RENT
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Source: NICMAP, Oxford Economics

Revenue growth remains healthy despite a moderation in rent increases from the inflation-driven peaks experienced in recent
years. Operators continue to achieve mid- to high-single-digit rent growth while maintaining occupancy gains. The “Years-of-
Rent” measure for a median home? has declined to 6.0 years, a level last seen in 2012, compared with a peak of 7.9 years in
mid-2022.

Revenue performance continues to meet or exceed budget expectations, and pricing power is expected to remain intact
through the remainder of 2026. As operating cost pressures have eased, many portfolios continue to generate double-digit
NOI growth. Labor remains the sector's primary operational challenge, both from a cost perspective and due to workforce
shortages in certain markets where population outmigration has reduced the available pool of caregivers and support staff.

Supply conditions remain highly favorable for existing owners and operators. Development starts are at a record-low level as a
percentage of inventory, constrained by limited financing availability and challenging construction economics. While recent
increases in asset values have pushed some high-quality and stabilized properties above replacement cost, renewing
developer interest, any meaningful addition to supply remains several years away. Over the past four quarters,
groundbreakings totaled just over 9,000 units, representing less than 1.0% of inventory, the slowest pace ever recorded by
NIC. At the same time, approximately half of the nation's seniors housing stock is now more than 25 years old, with functional
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obsolescence increasingly outpacing new supply additions. Only 2.2% of inventory is currently under construction, compared
with annual absorption of 2.3%, continuing to support occupancy growth and pricing fundamentals.

Capital markets activity remained constructive as liquidity improved and lenders expanded their participation. Second-quarter
transaction volume totaled $4.6 billion, marking the strongest second quarter of the past decade, driven largely by acquisition
activity from publicly traded REITs. On a rolling four-quarter basis, transaction volume reached a ten-year high, reflecting
increased market liquidity and investor confidence. Demand remained concentrated in institutional-quality assets located in
primary markets, although the pricing gap between top-tier and lower-quality properties has started to narrow. Cap rates for
institutional-quality assets generally range from the low-5% to mid-6% area, while pricing on a per-unit basis continues to trend
higher.

Debt markets continue to become more supportive. Agency lenders, including Fannie Mae and Freddie Mac, remain active,
banks have expanded lending activity, and debt funds have become more competitive, particularly for transitional and value-
add investments. Refinancing markets remain constructive for borrowers with a clear path to stabilization. While construction
financing continues to face resistance given replacement-cost challenges, publicly traded REITs have maintained access to
unsecured debt markets on increasingly favorable terms.

Looking ahead, the sector is entering one of the strongest demographic growth periods in its history. The leading edge of the
Baby Boomer generation is approximately 60% larger than the current resident base, creating a substantial increase in future
demand that current inventory levels and the development pipeline are unlikely to fully accommodate. Combined with limited
new construction, these trends are expected to support occupancy growth, rent increases, and investment performance over
the coming decade. While labor constraints, aging inventory, and selective financing challenges remain important
considerations, seniors housing may present attractive opportunities for some investors depending on objectives and risk
tolerance.
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