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Washington - Are you reading this article from your office, surrounded by your keyboard, mouse, pen, papers and ... a child or dog running
around the house?
With the rapid rise of COVID-19 earlier this year, almost every office sent their employees home in an effort to keep them healthy and arrest the
spread of the virus. This was an unprecedented, natural experiment in remote working. While not without glitches, the result has surprised those
corporate leaders who expected a massive drop in productivity that never materialized.
The advantages of working from home (WFH) are a lack of commute and a flexible environment that attracts, enables and retains talented staff.
The disadvantages are potential feelings of isolation, communication hurdles (both technical and social), training difficulties, challenges in building
and maintaining a team culture and at-home distractions. Therefore, a hybrid model is likely to emerge, with employees splitting time between
home and office.
Dueling demands for office design
On its own, an increase in people working from home would likely cause a decrease in overall demand for office space. However, countering this
is social distancing policies that will require more space per employee as offices reopen, reversing a long-term trend of increasing office density.
Over the past 30 years, office density has shrunk from 300 SF/employee down to as small as 75 SF/employee for some coworking spaces,
according to Union Investment Real Estate GmbH's Tal Peri.1 That trend is expected to reverse as employees start returning to work, and major
office landlords are already considering how this will impact their spaces.
We think the decrease in demand for office space from WFH adoption likely will be offset by an increase in demand for space per employee, with
the net effect being a small net change in demand in either direction. But we also expect significant disruption in office building design, disruption
that we believe will generate outperformance from office REITs that focus on the social elements of their buildings.
Increased focus on healthy design
Going forward, office tenants may increasingly seek office space that is suited for collaboration and tenant health and safety, key tenets of the
growing healthy building design trend. Healthy design takes into account scientific research on environmental health, behavioral outcomes, health
outcomes and demographic risk factors that affect health and wellness. Through the use of improved air ventilation, natural light and materials,
quality acoustics, indoor-outdoor space integration and other elements connecting architecture to nature, healthy buildings can promote the
wellness and productivity of their occupants.
Healthy building design was a small, but growing, niche prior to COVID-19. 2 The onset of the COVID-19 health crisis is accelerating this transition,
with the most immediate attention on improving air quality. According to research from the Department of Homeland Security, coronavirus
particles decay faster in environments of 78°F and relative humidity of 50% - conditions associated with outdoor environments - than at lower
temperatures and humidity. Incorporating UV light to mimic sunshine further hastens the virus's decay. Beyond the coronavirus, research from
Yale University has shown that humans' immune systems are more resilient against viruses in warmer, humid conditions like those found in
outdoor air.3
Improved air circulation will also be important as office users shift away from individual workspaces and toward open, collaborative spaces.
Demand for open space will force office owners to rethink floor plan layouts. Among other considerations, they will need to explore how tenant
spaces are carved up, where structural elements like pillars and walls are placed, points of egress, restrooms and how these spaces incorporate
natural light and materials.
While making these adjustments will require capital outlays, a number of leading office REITs have already begun implementing healthy design,
guided by certification bodies like Fitwel and the International WELL Building Institute. These REITs understand that a company's greatest asset is
often its people - and keeping those people healthy and productive is a top priority.
Bottom line: As more companies make working from home a standard part of employee work schedules, REITs will need to consider the
implications for office design. By offering a differentiated product that supports those goals, these offices may be able to achieve premium rents
from the tenants seeking such space.
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"Going forward, office tenants may increasingly seek office space that is suited for collaboration and tenant health and
safety, key tenets of the growing healthy building design trend."

The views expressed in these posts are those of the authors and are current only through the date stated. These views are subject to change at any time based upon market or
other conditions, and Eaton Vance disclaims any responsibility to update such views. These views may not be relied upon as investment advice and, because investment decisions
for Eaton Vance are based on many factors, may not be relied upon as an indication of trading intent on behalf of any Eaton Vance strategy. The discussion herein is general in
nature and is provided for informational purposes only. There is no guarantee as to its accuracy or completeness.











The information on this Web site is for U.S. residents only. The information on this Web site does not constitute an offer to sell, or a solicitation of an offer to
purchase, securities in any jurisdiction to any person to whom it is not lawful to make such an offer.
There are no guarantees regarding the achievement of investment objectives, target returns, portfolio construction, allocations or measurements such as alpha,
tracking error, stock weightings and other information ratios. The views and strategies described may not be suitable for all investors. Not all of Eaton Vance's
recommendations have been or will be profitable. Eaton Vance does not provide tax or legal advice. Investing entails risks and there can be no assurance that Eaton
Vance (and its affiliates) will achieve profits or avoid incurring losses. Prospective investors should consult with a tax or legal advisor before making any investment
decision.
© Eaton Vance Management. All rights reserved. Two International Place, Boston, MA 02110.

