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From Beds to Visits: The Long-Term Transformation of U.S. Care Delivery

Outpatient vs Inpatient Hospital Days
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Aging population appears poised to create a Cost efficiency and patient convenience are
multi-decade tailwind for healthcare demand accelerating outpatient migration
- The 65+ age group is projected to grow by 17.5% by - Average cost per surgical procedure: ~$3K in ambulatory
2035, and currently accounts for approximately 37% of surgery centers vs. ~$7K in hospital outpatient
total U.S. healthcare spending’ departments®
+ Healthcare spending makes up 18% of U.S. GDP, and «+ Health systems are adopting a hub and spoke model with
is projected to grow by 5.8% per year over the coming vast primary care provider networks and specialty clinics
decade? bringing points of care closer to patients
Limited near-term deliveries support Historically stable returns and strong credit
occupancy and retention reinforce resilience
- MOB construction starts, as a percentage of inventory, are - Over the past decade and across multiple economic
near a 10-year low?® cycles, MOB total returns were among the least volatile
- . ' .
- Limited supply and increasing tenant demand has led to relative to other major commercial property types
record MOB occupancy and steady rent growth* - Healthcare providers rank as one of the most creditworthy

among corporate sectors’

What This Could Mean for Investors

- Stable potential income profile: Long lease durations and high tenant retention could support durable, predictable
cash flows

- Defensive characteristics: Increasing healthcare demand is less sensitive to economic cycles, which could support
occupancy through downturns

- Attractive risk-adjusted return potential: MOB assets have historically exhibited lower volatility relative to traditional
property sector

'Federal Reserve Bank of St. Louis: Population age 65 and above for the United States, July 2025. *Centers for Medicare & Medicaid Services (CMS): National Health Expenditure Data, 2024. °As of 4025 *JLL Research and RevistaMed March
2026. °The American Journal of Managed Care: Privately Negotiated Facility Fees at Ambulatory Surgery Centers and Hospitals, November 2024. ¢ NCREIF as of 4025 "ConnectCRE, December 2024.
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The views expressed are those of the investment manager as of the publication date and may change without notice. These opinions and analyses are
based on certain assumptions, including market conditions that may change. They may differ from those of other portfolio managers or from the firm as
awhole.

This material is not intended to provide a complete analysis of all material facts regarding any country, region or market. No assurance can be given
that any forecast, projection or prediction regarding economies or financial markets will be realized. References to specific securities are for illustrative
purposes only and should not be interpreted as recommendations or a solicitation to buy, sell, or hold any security.

Any research or analysis in this material has been prepared by Franklin Templeton for its own purposes and is provided incidentally. While the
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further information.
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