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Pain is not Universal

REIT changes in recent weeks (Index = Value on March 6, 2023)
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Our Fed Funds Forecast May Need to be Updated

— CBRE Forecast (Unrevised) Market Implied After Feb Job Report -== Market Implied After SVB
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We expect a Mild Recession in 2023

GDP, Y-0-Y Change (%) Across Forecast Vintages & Current Scenarios
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Source: CBRE Econometric Advisors



2023 GDP Expectations

Q4 2023 over Q4 2022 GDP Growth (%)

Source: Wall Street Journal Economic Forecast published Jan. 2023, CBRE Research, Q1 2023
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Inflation Continue to Ease

Y-0-Y Inflation Rate (%), Quarterly
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Core Inflation Remains Stubborn

Inflation Minus Food & Energy “Core”
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Source: OECD, CBRE Research, Q4 2022



And the Fed Failed to Act on Time!
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The Fed Doesn’t Want to Repeat the 1970s
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Latest Forecasts

Geography 2021 2022 2023 2024 2025 2026
US 6.7 72 3.9 2.7 2.2 2.2
Euro Area 46 99 25 19 15 20

Source: CBRE Econometric Advisors, March 2023




Latest Forecasts

Short-term Interest Rates (3-mo)

Geography 2021 2022 2023 2024 2025 2026
US 013 3.70 4.66 2.49 1.89 2.00
UK 013 2.83 4.34 2.95 2.95 2.65
EU 0.00 181 3.95 291 2.29 2.02

CBRE Econometric Advisors, March 2023










Time Until Next Cut - From Last Hike

In the last four tightening cycles, the time between the /asthike and first cut...
» Averaged 8.7 months

* Never exceeded 14.6 months Source: Pensford Capital
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Leveling Off | 2016-2018 Tightening Cycle

In the last five tightening cycles, the market has dramatically overestimated the path of

floating rates when the Fed stopped hiking S ford Canital
ource: Pensford Capita
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Leveling Off | 2004-2006 Tightening Cycle

In the last five tightening cycles, the market has dramatically overestimated the path of
floating rates when the Fed stopped hiking

Source: Pensford Capital
6%
Forward Curve

5%
4%
3%

2%

1% Actual Fed

Funds
2004-2006 Cycle
0%
Omo 12mo 24mo 36mo



Leveling Off | 1999-2000 Tightening Cycle

In the last five tightening cycles, the market has dramatically overestimated the path of
floating rates when the Fed stopped hiking

Source: Pensford Capital
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Leveling Off | 1994-1995 Tightening Cycle

In the last five tightening cycles, the market has dramatically overestimated the path of
floating rates when the Fed stopped hiking

Source: Pensford Capital
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Leveling Off | 1988-1989 Tightening Cycle

In the last five tightening cycles, the market has dramatically overestimated the path of
floating rates when the Fed stopped hiking

Source: Pensford Capital
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Over Half of Investors Expect to Buy Less in 2023

United States 2023 Purchasing Activity Expectations

60%

40%

25%

0
20% 16%

Buy more About the Same

Source: Source: U.S. Investor Intentions Survey, CBRE Research, December 2022

Buy less

1%

I

No intention to buy



Only One-Fifth of Investors are Expecting to Sell More in 2023

United States 2023 Selling Activity Expectations
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Debt Markets Remain Tough in 2023

Expected Changes to Underwriting Assumptions in 2023 Main Areas of Changes in Pro Forma Underwriting Assumptions

N . Debt-service coverage ratio...
Significantly more aggressive | 0%

Rent grwoth

None
No change I 5%
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Significantly more conservative 5%
Taxes

Economic occupancy/vacancy

More aggressive 5%

Debt yield

Exit strategy assumptions

More conservative 86%

Cap rates 24%

Source: Source: U.S. Lender Intentions Survey, CBRE Research, December 2022



Higher Debt Cost Puts Upward Pressure on Cap Rates

Cap Rates (%)
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VINTAGE

This chart represents
the window of time
when pricing discounts
were achieved following
the GFC. Unique
conditions following a
downturn—in this case
zero interest rates—will
impact performance
differently.

Source: MSCI Real Assets, CBRE Research Q2 2022
Note: Size of bubbles denote transaction volume of deal at point of sale

Confidential & Proprietary | © 2023 CBRE, Inc.
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Expect Less of a Boost From Appreciation in Coming Years

2015 - 2019 Q4 2022 - Q32027
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| | . I
0 0
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3 -3
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_ m Cash Flow Return = Capital Return
m Cash Flow Return  m Capital Return

'CBRE Econometric Advisors Q3 2022



Capital Markets is Expected to Bottom in 2023
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Real Assets Tend to Outperform in Highly Inflationary Environments

Low Growth / High Inflation
High Growth / High Inflation
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Steady Demand Uphold Market Fundamentals

Industrial Net Absorption - Sum of Markets (MSF)
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Industrial Rents See Favorable Growth Expectations

Industrial EA Asking Rent, Sum of Markets - Y-0-Y Growth (%)
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Top Rent Growth Markets
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Las Vegas

EA Asking Rent ) i
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Asking Rent Decline Remains Muted Compared with Past Cycles

U.S. Office Market Time to Recovery

EA Asking Rent ($/SF)
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*Through Q3 2022
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Life Science Grows While Tech & Manufacturing Pull Back
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Share of U.S. Office Leasing Transactions by Sq. Ft.
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Effective rents have risen for top-tier office buildings and fallen for lower-
quality properties since 2021

Annual Effective Rent Growth by Type

mTop-Tier = Lower-Tier
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The Economic Expansion Favors the South and West

CURRENT EMPLOYMENT RELATIVE TO FEBRUARY 2020 LEVELS (%)
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M East

¥ South

Bureau of Labor Statistics, 2022.



Rents Are Rising
In the Tech
Submarkets

Office Rent growth top tech
submarket

Confidential & Proprietary | © 2023 CBRE, Inc.

Figure 6.2: Rent Growth Top Tech Submarket

022022 vs.Q2 2020
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Source: Oxford Economics, FreePowerPointMaps, CBRE Research, Q1 2023.

States with
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Projected
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Growth Rates
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FHLB Markets By Expected Employment Growth - 2023 to 2023 (Thousands)
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FHLB Markets By Employment Growth Rate - 2023 to 2023

(Above U.S. Average only)
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GLOBAL RTO TRENDS

Employer and
employee
expectations are not
aligned; companies
can do more to close
the gap.

Confidential & Proprietary | © 2023 CBRE, Inc.

Executive Sentimentvs. Their Perception of Employee Behavior Regarding Return to Office
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Office Utilization is Struggling to Rebound in the US

Office Utilization, % Change from 2019 Levels
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GLOBAL RTO TRENDS

The shiftto

hybrid working

has engendered more
trust in employees

Confidential & Proprietary | © 2023 CBRE, Inc.

Compared with views pre-pandemic, how far do you agree with the following

statement: The trust | have in my current employer has strengthened
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The H2 2022 Cap Rate Survey Highlighted Risks and Opportunities

Asset Pricing Relative to Forecasted Rent Growth
Cap Rate (%)
8
@ Retail

4 Multifamily

0 1 2 3 4
Rent Growth, 2022-24 CAGR (%)

Source: CBRE Research, Q3 2022.
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