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Work-From-Home and “The Big Quit”

U.S. Unemployment Rate

Key Points:
« With the employment market heating back up, competition 13.0%
for skilled labor will intensify. 10.0%
» Voluntary resignations (quits) fell to near-record lows in 2020 7.0% —
as workers postponed career moves; the data suggests a 4.0%
surge in turnover is already beginning to occur. 10%
. 5 f¥ricorllzIosiirs
+  While work-from-home (WFH) strategies for employers S RNBRLSSSEBZIBRENRN

generally succeeded in maintaining productivity, they came em=US. Unemployment Rate
with a host of issues (from employee disengagement to
higher burnout levels) that could add to turnover rates.

_ - Unemployment by Educational Attainment
* Despite the challenges of WFH, polling indicates workers
-~ 20.0%
want greater flexibility to work remotely.
» Employers will need to demonstrate flexibility and patience as 15.0%
they balance employee concerns with the need to reopen. 10.0%

Otherwise, they could risk greater near-term labor disruption.
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In May 2021, the U.S. unemployment rate fell to 5.8%; the E g =X E E E 8 g SETS&E § <
lowest rate since the start of the pandemic. According to the °°e ° °°° - -
Bureau of Labor Statistics (BLS), total nonfarm payrolls rose by ===Less than a high school diploma
559,000 in May. Though April's employment numbers High school graduates, no college
disappointed analysts (266,000 new jobs vs. forecasts of as much === Some college, associates degree
as one million), the job market is clearly roaring back. Bachelor's degree or higher

Difference in Employment by Sector: February 2020 to May 2021
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There are still roughly 7.9 million more unemployed people today Unemployed People Per Job Opening

than in February 2020 and at least 1.6 million people have
dropped out of the workforce. But economic impacts have been 7.0
vastly different across gender, race, educational attainment and 6.0

industry. For workers with a bachelor’'s degree, unemployment 451.2
is now just 3.2% (compared to 2.5% pre-pandemic). 30
The ability to work from home (WFH) has been one of the dividing 2.0
lines between economic impacts during CoVid-19 crisis. For ;'8
office-using employment, there are still 974,000 fewer jobs today z z 2z 2z 22 2z 2 2 2 2
than there were pre-pandemic. But as of March 2021 (the latest 8 83283 % a3 388 8¢

data available), the number of job openings had reached 8.1
million, the highest level recorded since the BLS began tracking
this data in 2000. Those numbers have likely only increased
since.

mJob Openings Per Unemployed Person
Source: Newmark Research, BLS

While most employment growth ahead will be from

Employee turnover rates largely reflect the strength of the job the rebounding service sectors, we expect robust

market. When unemployment is low (and the job market more expansion across the board. Given the complexities
competitive), workers are more likely to make moves both around WFH trends, this could create a perfect
because there are more opportunities and because they also have storm of labor and wage pressures for office users.

greater confidence that they can find a better situation if they are
unhappy in their current roles.

Employee Quit Rate/Y-o-Y Change

The quit rate had been steadily climbing for a decade as

unemployment rates fell to 50-year lows by early 2020. But then 4,000 40.0%
the pandemic hit. According to the BLS, 36.4 million American 3,500 20.0%
workers quit their jobs in 2020 compared to 42.1 million in 2019. 3000 0.0%
Against 2020's backdrop of heightened economic uncertainty, 5.7

. : . 2,500 -20.0%
million fewer employee resignations makes sense. Workers that
were already unhappy with their current work circumstances 2,000 -40.0%
largely “sheltered-in-place” and rode out the storm. These 1500 -60.0%
numbers alone suggest that, given no other factors, there is likely - N (R - - R T <

© g 3 © © B e BB OS I Z =N
pent-up “resignation demand” in the marketplace.
mmm Quits (in thousands) Y-o0-Y Change

With the job market heating up, the employee quit rate has
already begun to grow. It surged 20.9% between February and
March 2021 (the latest data available). That trend has almost
certainly continued and anecdotal evidence suggests it has

intensified. -
US Consumer Credit Card Debt Vs.
Given that the market for skilled labor remains the tightest of all Personal Savings Rate

(3.2% unemployment for workers with four-year degrees), this $1150

Source: Newmark Research, BLS

0%
means that office-using employers are in the early stages of what $1.100 jZ_ZO/:
will be a period of heightened employee turnover. The velocity $1.050
and magnitude with which this occurs will depend largely upon $1.000 20.0%
employment growth levels by sector in the months ahead. $950 N 15.0%
Substantial turnover rates will place upward pressure on wages. 5900 10.0%
But there are some indicators that already suggest the turnover $850 5.0%
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rate will be substantial. While the health and safety concerns of
some workers returning to in-person work will certainly play a
role, the bigger driver may likely be economic.
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mmmm US Credit Card Debt, seasonally adjusted ($Billions)

. . . . . Personal Savings Rate
The disparate economic impacts of the pandemic, combined with g

unprecedented stimulus, mean that even while millions are still
struggling, many American households are in better financial

Source: Newmark Research, Federal Reserve
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shape today than they were 16 months ago. Americans are Has WEH Been Successful?

carrying $111.6 billion less in credit card debt than they were at
the end of 2019. The average household is now saving a

whopping 27.7% of disposable income and U.S. banks are now Mixed Results
sitting on more than $3.7 trillion more in deposits than they were
in February of last year. While this foretells a potentially Unsuccessful

unprecedented surge in consumer spending ahead it also means
that workers are in better shape to take risks. Considering that

skilled labor faced the least amount of economic hardship during
the pandemic, this also means that this portion of the labor force

Successful

T o 5 8 & 8 8 3 & 8
will be most likely to make moves. SR OR R R =2 R R 2R

Employees mEmployers
Most importantly, and perhaps least understood, is the impact Source: Newmark Research; PwC

that WFH strategies may have played in undermining employee
engagement and potentially driving even greater turnover.

In the early days of the pandemic, both employers

In January 2021, PricewaterhouseCoopers (PwC) released a and employees were pleasantly surprised by the

survey of over 1,300 office-using employees and executives that success of WFH. Extensive polling since then largely
found that more managers (83%) than workers (71%) felt that align on both the positives of WFH as well as the
WFH had generally been successful. PwC also polled employers very considerable challenges...

and employees as to whether they believed they were more
productive in a WFH environment in both June and December

2020. Both groups polled more positively later in the year than Are You More Productive Working Remotely?

earlier, with employers again being more upbeat in their 28%

responses than employees. Employees _
34%

This may reflect that employers simply weren’t expecting the

forced experiment of WFH to work at all. Worker productivity,

though challenged for many, didn't fall off a cliff. Most £ 44%
mployers

organizations pivoted with record speed under trying _ 52%

circumstances. It could also suggest a reluctance among workers

to fully disclose their own challenges. 10% 20% 30% 40% 50% 60%

June 2020 Survey  mDecember 2020 Survey

Source: Newmark Research; PwC

Harvard Business School Study:

Remote Employees A Year Into Crisis: Mostly Positive Feedback on WFH, but...

60.0%
50% 50% 50%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%
Felt work performance Were better able to  WFH didn't change WEFH didn't change WFH didn't change Felt professionally
/ quality improved focus working from collaboration support/connection trust in leadership burnt out
home w/coworkers w/coworkers

Source: Newmark Research, Harvard Business School
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In March 2021, Harvard published a study conducted with over
1,500 professionals that had worked remotely the previous year
that found mostly positive feedback from workers regarding their
own WFH experiences. But while 50% of respondents reported
no change in work relationships and 33% felt their work
performance improved, another 33% said they were suffering
from burn out. These same dichotomies were across the board;
59% said they made health a priority while roughly a third
reporting drinking or doing more recreational drugs.

Most surveys found that somewhere between 25% and 33% of
workers struggled with motivational issues. Those same numbers
roughly applied to employees that complained of diminished
work/life balance; largely due to the inability to disconnect. And
most found that somewhere between 40% and 60% of
employees either did well, or thrived, with WFH. WFH may have
been largely a success, but not without substantial challenges
across the board that have negatively impacted employee
engagement and job satisfaction.

In October 2020, the Pew Research Center released their survey
on WFH impacts. It found that 36% of remote workers were
struggling with motivation during WFH. Meanwhile, 19% report
working more hours while 26% said their work/family balance had
worsened with WFH. These may sound like contradictory data
points, but we believe they are simply parts of the same
continuum. Perhaps most importantly, 23% reported less job
satisfaction working remotely.

As to work/life balance and burnout, one of the earliest reports
detailing increased workloads was released by the Harvard
Business School last September. This analysis of e-mail and
meeting patterns from over 3.1 million people in 16 global cities
found that the average workday had increased by 48.5 minutes
(+8.2%) during the first days of the pandemic.

WFH Workers: 36% Struggle with Motivation

40%

34%

31%

29%

30%

20%

10% 7%

0%

Very Easy

Somewhat  Somewhat Easy

Difficult

Very Difficult

®WFH: Employees rank their motivation to do their work

Source.: Newmark Research, Pew Research Center

WFH or Just Always Working?
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Source.: Newmark Research, Harvard Business School

Hybrid models that offer greater workforce flexibility
are emerging, but there will not be a “one size fits
all” solution for organizations...

Pandemic-Accelerated Burnout

70%
58% 59%
60% 53% ’ 54%
50% 47%
40%

40%

31%
30% 24%
20%

10%

0%

January 2020 Study February 2021 Study

mGen-Z Millennials  mGen-X Boomers

Source: Newmark Research, Indeed

Employees: How WFH Has Changed Things
Better work/family balance
Worse work/family balance
Working longer hours
Working fewer hours
More productive at work
Less productive at work
More job satisfaction
Less job satisfaction

0% 10% 20% 30%

Source: Newmark Research; Pew Research Center
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When online job aggregator Indeed.com conducted its own Top WFH Challenges, by Age

survey of over 1,500 workers across different age groups, ) :
; ] } ) ) Having technology/equipment to do
experience levels, industries and US geographies in February their job

2021, they found burnout on the rise across all age groups. Meeting deadlines/completing
projects on time
While Gen-X employees reported the greatest uptick in burnout

, . Having adequate workspace
rates of any age group, Indeed’s pre-pandemic 2020 survey g aded P

already showed younger workers (Gen-Z and Millennials) claiming Being able to get work done w/out
a disproportionately high level of burnout prior to the CoVid-19 interruptions 38%
crisis. Those numbers did not improve over the course of 2020. Feeling motivated to do their work 420
(]
Polling suggests that younger workers are struggling the most S S S 3 5 3
X X X X X

with WFH. They are less likely to be fully established in their
careers and more likely to suffer from the loss of learning and
mentorship opportunities with remote work. They are also far
more likely to be single and potentially without the same levels of
social support that their married colleagues with families may

50 and Older mYounger than 50

Source. Newmark Research, Pew Research Center

Younger workers are struggling the most with WFH.
They are less likely to be fully established in their

have. It also means that work-related social interactions likely are careers and more likely to suffer from the loss of
of greater importance to their well-being. learning and mentorship opportunities...

Pew data reflects a significant divide between poll respondents by WFH: Generational Struggles

age—particularly when it comes to motivation. Their October 18%

16% 16%

2020 survey found that 42% of younger workers struggled with

9
feeling motivated to do their work compared to just 20% of E;:
workers over 50. Microsoft’'s 2021 Work Trends Index report 12%
found similar differences. Microsoft's survey was released in 12% 11711
March 2021. Its results should raise red flags for office-using 10%
employers. This survey was conducted among over 31,000 full- 8%
time workers across 31 markets—an immense survey pool. 6%
Polling was conducted using Microsoft Teams—meaning that Being able to bring  Getting a word in Feeling
) ) new ideas to the during conference engaged/excited
respondents were overwhelmingly office workers. table calls/meetings about work
It found stark divides between those that were “thriving” vs. just =Gen-Z Millennials ®=Gen-X ~ Boomers

" e " : 0 :
surviving. While 61% of business leaders reported that they Source: Newmark Research, Microsoft 2021 Work Trends Survey

Buffer State of Remote Work Polling: 2019 to 2021

“What's your biggest struggle with working remotely?”

30.0%
27%
25.0% 229
o (]
20% 21% 19% 20%
20.0% ° 9
o 17% 18%
0
15.0% 15% 14% 14%
' 12%
10% 10%
10.0% 8% 8% 7%
5.0% 3%
0.0%
Collaboration & Loneliness Not being able to Distractions at home Being in different Staying motivated
Communication unplug timezones than
coworkers

Source.: Newmark Research, Harvard Business School m2019 ©2020 2021
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were thriving, working moms, Gen-Z, single workers and new
employees (on the job less than a year) all fell below the 50%
threshold.

Perhaps most disturbingly for organizations, it found 41% of
respondents were considering leaving their current employer. It
also reported that 46% of respondents indicated they were more
likely to move to companies that would offer remote work
options.

This was Microsoft's first release of their Work Trends Index, so
we don't have historical numbers to judge current results against.
But other sources give us some clues. Workforce research firm,
Achievers Workforce Institute, annually polls at least 2,000
respondents on topics related to employee engagement. Their
polling in 2019 and 2020 (pre-pandemic) consistently showed
35% of respondents planned on looking for a new job in the year
to come. This number surged to 51% in their recently released
2021 survey. This survey also found that 40% of remote workers
were working longer hours to compensate for their fears that
management may doubt their productivity while working from
home.

We believe the implications are clear. WFH has come with its
own set of very substantial issues. Primarily, it has driven greater
employee disengagement and dissatisfaction. As the economic
recovery accelerates, this will be an additional factor driving
employee turnover rates, wage pressures and competition for
talent.

The irony is that despite the challenges employees have
consistently documented regarding their own WFH experiences,
these same surveys also demonstrate the clear message that
employees want greater flexibility with remote work options.

The Harvard Business School’s recent poll found that 81% of
respondents said they would prefer not to go back to the office at
all, or to have a hybrid schedule going forward. Within those

Polling: Employees Considering Leaving...

mEmployees considering leaving their current employer
Employees content in their current position

Source.: Newmark Research, Microsoft 2021 Work Trends Index

Thriving Vs. Surviving*

67 %
70% 64% ’
61% 60%
0 0
60% 54% 56 %
0 0y
50% 46% 24%
9% 40%,
40% 36%
33%
30% I I
20%
Business Married  Working Gen Z New Single
Leaders Moms Employees
(<1 Year)
W Thriving Surviving

Source. Newmark Research, Microsoft 2021 Work Trends Index

* Data reflects core responses analyzed by applicable life/femployment circumstance.
Respondents could qualify as members of multiple groups (i.e., married business
leaders, etc.)

WFH has come with its own set of very substantial
issues. Primarily, it has driven greater employee
disengagement and dissatisfaction...

What Employees Want? Flexibility**
61%

60%
50%
40%
30% 27%
20% 18%

10%

0%

Hope to work
remotely full-time

Would like to work 2- Want to go back to
3 days a week from  the office full-time
home

Source: Newmark Research, Harvard Business School
** Poll allowed for multiple responses from respondents, hence totals exceed 100%.

Planning on Looking for a New Job This Year?

Ves |
No |
Undecided —
0% 10% 20% 30% 40% 50% 60%

®2019 =2020 =2021

Source: Newmark Research, Achievers Workforce Institute
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parameters, the majority (61%) wanted hybrid schedules that
allowed them to work from home two to three days a week.

Besides the obvious challenges of a 100% WFH environment that
employee themselves have consistently documented in polling,
we think there is a critical metric that points to the near-term
future of remote work. PwC’s January 2021 survey asked office-
using CEOs how many days a week in office were necessary for
a company to retain a strong corporate culture. Only 5% felt that
a 100% WFH model was feasible. 68% of respondents believed
that a minimum of three days a week in office was necessary to
maintain a corporate culture. The same survey asked employees
how many days a week would they like to work remotely post-
pandemic? While 29% of respondents said they wanted a 100%
WFH model, 47% wanted to be in the office three days a week or
more.

At least for the near-term, hybrid models with three days a week
in office appear to be emerging as the solution. Google, Apple
and Microsoft have all announced plans for three-day or 50% in
office weeks for their employees. That said, there will not be a
one size fits all solution for employers. Some office jobs simply
can’'t be done remotely. Not all workers thrive in a WFH
environment, and for many it has led to greater disengagement.

The good news is that current polling suggests that employees
are ready to return to the office at the highest levels since the
pandemic began. A May 30t survey from Morning Consult (MC)
found that 69% of respondents said they felt comfortable
returning to the office. MC has been conducting this poll on a
weekly basis since October 2020 and this metric has been
steadily climbing as vaccination rates have climbed. But here is
where employers need to proceed with caution. Most managers
have spent the better part of the past year planning for, and
processing, what a return to work would look like. Many workers
haven't and a considerable number still have very legitimate
health and safety concerns. Case in point; this poll also found that
50% of workers said they would consider quitting if required to
return to in-person work before they felt it was safe.

Given the labor pressures ramping up, it is critical that
employers navigate the return-to-work process with extreme
caution. The challenge for organizations in the immediate
term will be demonstrating flexibility and patience as they
seek to balance employee concerns with the need to reopen.
Those that don't, risk the challenge of even greater near-term
labor disruption.

In the long-term, the challenge will be to rebuild employee
engagement and to boost the in-office experience to help
incentivize worker returns. It may take some time, but WFH
will eventually evolve from a pandemic-era necessity to a
post-pandemic perk.

How Many Days A Week in Office are Necessary
to Retain a Strong Corporate Culture?

About 1 to 3 days per month
One day a week

Two days a week

Three days a week 29%

Four days a week

Five days a week

Employees don't need to be in the
office to maintain company culture

%0
%01
%0¢
%0¢
%0t

m Office-Using CEOs

Source. Newmark Research;, PwC

In the long-term, the challenge will be to rebuild
employee engagement and to boost the in-office
experience to help incentivize worker returns...

How Many Days A Week do Employees Want to
Work Remotely?

About 1 to 3 days per month
One day a week

Two days a week

Three days a week

Four days a week

Five days a week

29%

| would not like to work remotely
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m Office Employees

Source: Newmark Research; PwC
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Newmark has implemented a proprietary database and our tracking methodology has been revised. With this expansion and refinement in our data, there may be adjustments in historical statistics including
availability, asking rents, absorption and effective rents. Newmark Research Reports are available at ngkf.com/research.

All information contained in this publication is derived from sources that are deemed to be reliable. However, Newmark has not verified any such information, and the same constitutes the statements and
representations only of the source thereof not of Newmark. Any recipient of this publication should independently verify such information and all other information that may be material to any decision the
recipient may make in response to this publication and should consult with professionals of the recipient’s choice with regard to all aspects of that decision, including its legal, financial and tax aspects and
implications. Any recipient of this publication may not, without the prior written approval of Newmark, distribute, disseminate, publish, transmit, copy, broadcast, upload, download or in any other way reproduce
this publication or any of the information it contains. This document is intended for informational purposes only, and none of the content is intended to advise or otherwise recommend a specific strategy. It is
not to be relied upon in any way to predict market movement, investment in securities, transactions, investment strategies or any other matter.
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