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CBRE

Investment Volume Stabilizes; Debt

Fundamentals Improve
$90.1B S3.9B -3.0%

Total Investment Volume' Cross-Border Inflow NCREIF One-Year Return

Arrows indicate change in growth rate from the same quarter in the previous year.
'Based on MSCI Real Assets transactional database, which includes entity-level and excludes development site transactions and confidential deals.
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Arrows indicate change in growth rate from the previous quarter.

0.8%

Average Loan Constant

9.9%

Average Debt Yield

Executive Summary
— Commercial real estate investment volume stabilized in Q3 at $90 billion, down by only 2%
year-over-year versus a 49% decline in the same quarter last year.

— The CBRE Lending Momentum Index increased by 13% quarter-over-quarter and 15% year-
over-year in Q3, reflecting improved lending activity.

— Private investors were net buyers in Q3, accounting for $53 billion of investment volume.
Institutional, REIT and cross-border investors were net sellers.

— Inbound cross-border investment increased by 4% year-over-year in Q3 to $3.9 billion after
five consecutive quarters of annual declines

CBRE RESEARCH

— Life companies accounted for 43% of Q3 loan volume, followed by alternative lenders (34%) and
banks (18%). The share of CMBS loans grew to 5% in Q3 from 1% in Q2.

— While commercial spreads remained unchanged at 183 basis points (bps), spreads on multifamily
loans tightened slightly to 168 bps during the quarter. Both commercial and multifamily loans
assumed a permanent fixed-rate, seven-to-10-year term and a 55-t0-65% loan-to-value (LTV) ratio.
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Figure 1

Commercial real estate investment volume 350

— Commercial real estate investment volume fell by 5% quarter-
over-quarter and 2% year-over-year in Q3 to $90 billion. The
drop from Q2 is attributable to fewer entity-level transactions in 300
Qa3 totaling just $212 million.

— Trailing-four-quarter volume fell by 15% year-over-year to $351
billion, moderating from six consecutive quarters of larger year-

over-year declines.
— Portfolio sales increased by 33% year-over-year to $20 billion, 200
while single-asset sales fell slightly by 1% to $70 billion.
: | gl I :
. _ . 1 2

250

100
50
0
$o) > o ) ) © © QA
IS R RSN SRS q,Q'Q S (\9\% (19'33 (19\9 {9'9(9:9(19(19 q’@ (bo&(&&@&(@@@@&w"‘@fﬁ"
P PSPPI NP P
mmm Single-Asset mmm Portfolio B Entity-Level 2015-2019 Q3 Average ($136.3B)

Note: Volume excludes development site transactions.
Source: CBRE Research, MSCI Real Assets, Q3 2024.
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Lending momentum continues to rise

600
— The CBRE Lending Momentum Index increased by 13% quarter-
over-quarter and 15% year-over-year to 214, further approaching
the five-year pre-pandemic average of 229. 500
— The CBRE Lending Momentum Index tracks loans originated or
brokered by CBRE. The index has a base value of 100, which
represents average activity for 2005.
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Note: The index has been updated to reflect the increased deal threshold of $1B.
Source: CBRE Capital Markets, CBRE Research, Q3 2024.
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Figure 3

Investment volume by sector, Q3 2024 vs.

Q32023

— Multifamily remained the leading sector for investment volume in
Q3 with $34 billion, up by 5% year-over-year.

— Industrial & logistics was the second most-preferred sector with
$23 billion, down by 2% year-over-year.

— Office investment volume rose by 8% year-over-year in Q3 to $13
billion, while retail investment fell by 28% to $12 billion.

CBRE RESEARCH

Total (S Billions)

All Types of Investment

Multifamily 34.2
Industrial 226
Office 12.6
Retail 1.7
Hotel 6.1
Other 29
Total 90.1
Single-Asset Investments Only
Multifamily 276
Industrial 14.6
Office 10.6
Retail 10.3
Hotel 4.9
Other 1.6
Total 69.6

325
231
1.6
16.1

6.2
2.0
91.7

276
16.0
10.0
10.0
53
1.6
70.4

Portfolio Asset Investments Only

Total 20.3

Entity-Level Asset Investments Only

Total 0.2

15.3

5.9

5.0
22
81
-276
-0.6
448
1.6

01
-8.4
5.6
37
-8.7
-0.9
-1.2

32.9

-96.4

Market
Share (%)

379
251
14.0
12.9
6.8
33
100.0

39.7
21.0
15.2
14.8
7.0
22
100.0

Total (S Billions)

123.4
84.0
56.7
51.8
250
10.7

3516

94.6
60.2
42.5
413
20.2
6.8
265.6

62.8

232

145.0
104.1
58.2
63.4
324
10.2
4133

M2.4
70.2
50.0
451
253
7.4
310.5

.4

315

-14.9
-19.3
-25
-18.3
-23.0
4.9
-14.9

-15.8
-14.2
-15.1
-8.6
-20.3
-7.9
-14.5

-12.0

-26.3

Market Share
(%)

35.1
239
16.1
14.7
71
3.0
100.0

35.6
22.7
16.0
15.5
7.6
26
100.0

Note: Totals include single-asset, portfolio and entity-level transactions. “Other” includes seniors housing and excludes development sites. Some numbers may not total due

to rounding.

Source: CBRE Research, MSCI Real Assets, Q3 2024.
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Figure 4
Top 20 markets for trailing-four-quarter
investment volume & year-over-year change

— For the trailing four quarters ending in Q3 2024, New York was
the leading market with $28.7 billion of volume, followed by Los
Angeles with $28.6 billion and Dallas-Ft. Worth with $18 billion.

— Of the top 20 markets for trailing-four-quarter investment
volume, South Florida had the largest increase at 4.2%, followed
by Boston (+2.3%), Philadelphia (+1.9%) and Greater Washington,
D.C. (+1.4%).

CBRE RESEARCH
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Note: Volume excludes development site transactions. Percentages are year-over-year change in totals.

Source: CBRE Research, MSCI Real Assets, Q3 2024.
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Figure 5
Investment volume growth by metro &
property type, year ending Q3 2024

Overall Investment Office Investment Industrial Investment
1 Denver 7,515 17.0% 1 Seattle 1,338 135.5% 1 Reno 210.4%
2  Salt Lake City 2,645 14.5% 2  Sacramento 364 53.5% 2  Denver 1,221 61.8%
3 Nashville 5,459 10.2% 3 San Antonio 632 47.7% 3 Nashville 1,666 61.1%
4 Minneapolis 4,913 7.4% 4 South Florida 2,386 32.2% 4 Jacksonville 909 54.2%
5 St Louis 2,530 6.8% 5  Columbus 384 31.0% 5  Austin 1,128 38.2%
6  South Florida 15,046 4.2% 6  Greater Los Angeles 5,387 211% 6  Phoenix 2,943 23.8%
7  Boston 11,307 2.3% 7  Charlotte 674 17.6% 7 Tampa 94 20.2%
8  Philadelphia 6,078 1.9% 8  Salt Lake City 426 12.6% 8 Orlando 974 8.6%
9  Greater Washington, D.C. 13,775 1.4% 9 Nashville 601 11.5% 9  Baltimore 791 7.5%
10  Phoenix 11,203 -1.2% 10  San Francisco Bay Area 3,306 10.7% 10  Houston 2,967 3.4%
Multifamily Investment Retail Investment Hotel Investment
1 Boulder 1,262 1068.7% 1  Fort Myers 67.9% 1 Honolulu 530.8%
2 Minneapolis 1,513 56.5% 2 St Louis 513 38.3% 2 Boston 987 149.0%
3 Denver 4,316 42.8% 3  Chicago 2,274 32.9% 3  Greater Washington, D.C. 691 138.8%
4 Philadelphia 2,314 32.2% 4 Portland 446 31.6% 4 Orlando 1,133 122.8%
5 San Francisco Bay Area 5,198 31.2% 5  South Florida 2,732 29.7% 5  Nashville 819 72.7%
6 Greater Washington, D.C. 6,406 19.4% 6 Boston 1,277 26.7% 6  Philadelphia 366 227%
7 St Louis 1,089 17.4% 7 Phoenix 1,494 17.6% 7  Chicago 615 -1.5%
8 Tampa 2,206 13.4% 8 Houston 1,920 13.3% 8  Phoenix 1,073 -10.2%
9 South Florida 5,461 12.6% 9  Greater Washington, D.C. 1,536 1.1% 9 San Diego 442 -16.5%
10 Greater Los Angeles 8,757 9.5% 10 Seattle 674 8.5% 10 Greater Los Angeles 1,312 -17.5%

Note: Tables ranked by highest percentage growth relative to prior trailing-four-quarter period among top 30 metros or regions by volume.
Source: CBRE Research, MSCI Real Assets, Q3 2024.
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FigllI’C 6 Net Buyer
Investment volume by buyer type, Q32024 vs. Volume ($ Billions) Market Share (%) or Seller Ratio of**
Q32023

— Private investors accounted for the largest share of Q3
investment volume at 59% or $53 billion, down by 8% from a year
ago.

Private 53.0 57.4 -7.6 58.8 62.6 Net Buyer 12 -
— Private investors were net buyers in Q3, while institutional, REIT
and cross-border investors were net sellers.
— Investment volume by institutional investors increased by 26% Institutional 210 16.7 26.0 233 18.2 Net Seller - 11
year-over-year in Q3 to $21 billion.
— REITs/public companies had the biggest year-over-year decline
P P 99 Y Y REITs/Public

of 44% to $5.3 billion, largely because of last year's merger ) 53 95 -44.0 59 10.3 Net Seller - 1.3
between Global Net Lease and Necessity Retail REIT. Companies

— After five consecutive quarters of year-over-year declines,
inbound cross-border investment volume rose by 2% year-over- Cross-Border 3.9 3.9 18 L4 4.2 Net Seller - 3.4
year to $3.9 billion in Q3.

Other* 6.9 4.2 61.6 76 4.6 Net Buyer 2.4 -

Total 90.1 91.7 -1.6 100.0 100.0

Source: CBRE Research, MSCI Real Assets, Q3 2024.
*Other = user, unknown, other types of investors. **For example, for every $1 disposition, private capital is acquiring $1.2. Volume excludes development site transactions. Some
numbers may not total due to rounding.
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Investment Volume (S Billions)

Figure 7

Cross-border investment by property type 40

— Industrial was the top sector for inbound cross-border u
investment in Q3 with a 272% year-over-year increase to $2.1 35

billion, largely driven by Brookfield’s $1.3 billion acquisition of an
industrial portfolio from funds managed by DRA Advisors.

— Cross-border investment in multifamily assets fell by 26% year- 30
over-year to $1.4 billion, while foreign investment in retail assets I |
fell by 13% to $250 million. Cross-border investment in office 25
assets fell by 68% to $133 million. I
— Cross-border investment in hotels fell to just $20 million, down I I
by 97%. Last year's volume was inflated by the $600 million 20
acquisition of the Park Lane Hotel by Qatar’s sovereign wealth [ | B
fund.
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Source: CBRE Research, MSCI Real Assets, Q3 2024.
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Figure 8

Cross-border investment by country of origin,
trailing four quarters ending in Q3 2024

— Canada was the top country for U.S. inbound cross-border

investment with $7 billion or 41% of total volume over the past
four quarters.

— Singapore accounted for $1.2 billion (7%) in U.S. investment,
followed by Japan and France with $1 billion (6%) each.

CBRE RESEARCH

Investment Volume (S Billions)

Israel, 0.7
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0.7
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Other, 2.6
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Source: University of Michigan, US. Bureau of Labor Statistics, Q2 2024.
Note: Consumer Sentiment®©, Index 1966:Q1=100

France, 1.0

Singapore, 1.2
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Figure 9
RCA Commercial Property Price Index

— The RCA Commercial Property Price Index was down by 2%
year-over-year in Q3.

— Industrial & logistics was the only sector with a year-over-year All 142 145 -1.9% 162 -12.3% 106 34.8%
increase in the price index, up by 7%.

— The hotel sector had the largest year-over-year price decline of
10%, followed by office (-8%) and multifamily (-6%). Retail

property prices fell by 2% from a year ago. Office 95 103 -8.0% 123 -23.0% 108 -12.1%
Industrial 192 180 6.7% 180 7.0% 105 82.6%
Retail 101 103 -15% 12 -9.4% 104 -2.7%
Multifamily 199 212 -6.3% 247 -19.5% 102 93.8%
Hotel 110 122 -9.5% 122 -10.0% 13 -2.7%

Note: Based on repeat property sales. Sales are indexed from December 2006.
Source: CBRE Research, MSCI Real Assets, Q3 2024.
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Figure 10
NCREIF Property Index returns

— The annualized NCREIF total return in Q3 was negative 3.5%, an
improvement from negative 7.9% at the end of 2023.

— Of the five major property types, hotel assets had the highest
annualized total return at 7.5%, followed by retail at 2.3%.

— Office had the largest negative return of 12.1% annualized,
followed by multifamily (-5.1%) and industrial (-0.9%).

CBRE RESEARCH
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*For year ending Q3 2024. All returns are reported on an unlevered basis.
Source: CBRE Research, NCREIF, Q3 2024.
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Lender Composition for Non-Agency Commercial/Multifamily Loans

Figure 11
Life companies top Q3 originations

— Life companies topped the major non-agency lending groups
with 43% market share in Q3, up from 33% a year ago. Life Companies

— Alternative lenders were the next most active lending group with
34% of closed non-agency loans in Q3, up from 27% a year ago.
Among the alternative lenders, debt funds continued to increase
their origination volume, up by 70% year-over-year.
Alternative

— Banks accounted for 18% of origination volume in Q3, down from
Lenders

38% a year earlier. Concerns on potential distress, conservative
underwriting standards and regulatory pressures continued to
weigh on bank lending.

— CMBS conduit loans accounted for the remaining 5% of non-
agency loan volume in Q3, up from 1% a year ago. Industrywide Banks
CMBS issuance, including single-asset single-borrower CMBS
loans, totaled $29 billion in Q3, triple the amount of the previous
year.

CMBS

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

B Q32024 =Q32023

Note: Reflects non-agency commercial/multifamily loans.
Source: CBRE Capital Markets, CBRE Research, Q3 2024.
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Figure 12

BBB option-adjusted corporate bond spread
tightened in Q3, while 10-Year Treasury yield
increased

— Corporate bond spreads continued to narrow during the quarter
due to lower interest rates and easing inflation. The Bank of
America/Merrill Lynch U.S. Corporate BBB Index spread
tightened to 116 bps at the end of Q3, down from 151 bps a year
ago. On a quarter-over-quarter basis, the spread fell marginally
by 1 bp.

— As the Federal Reserve lowered its short-term federal funds rate
by 50 bps in September to a target range of 4.75% to 5%, the
benchmark 10-year Treasury yield closed the quarter at 3.8%,
down from 4.4% at the end of Q2. However, the Treasury yield
climbed above 4% in October.

CBRE RESEARCH
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Source: ICE Bank of America/Merrill Lynch, Federal Reserve, CBRE Research, October 2024. Data through 10/25/2024.
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Spread to 10-Year Treasury (bps)

Figure 13
Commercial & multifamily loan spreads 300
tighten
280
— The spread on closed commercial mortgage loans averaged 183
bps in Q3, down by 35 bps from a year ago but unchanged from
260
Q2.
— The average spread for multifamily mortgages fell by 4 bps on 240
both a quarterly and yearly basis to 168 bps, the tightest since
Q12022.
220
— Active deal quotes in October indicate that multifamily and
commercial spreads are about 10 to 15 bps wider than Q3 closed 200
loan averages. Both increases are largely due to the recent
volatility of the 10-year Treasury yield. 180
— Data reflects fixed-rate deals with a seven-to-10-year term and
55-t0-65% LTV ratio that were closed by CBRE. 160
140
120
100
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Note: Reflects average spreads on 7-to-10 year, 55%-t0-65% LTV, permanent fixed-rate loans closed by CBRE Capital Markets.
Source: CBRE Capital Markets, CBRE Research, Q3 2024.
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Figure 14
Mortgage rate distribution
— The mortgage rate distribution shifted in Q3 due to lower

interest rates. About 70% of larger loans (more than $10 million)
carried a mortgage coupon of 5% to 6%, up from 61% in Q2.

— For smaller loans ($10 million or less), 83% carried a mortgage
coupon over 6% in Q3, which is on par with the 80% in Q2.

CBRE RESEARCH
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Note: The historical financing amounts has been updated to reflect the increased deal threshold of $1B.
Source: CBRE Research, Q3 2024.
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Loan constant & interest rates fall; debt

yield rises Debt Service Coverage Ratio

— With the drop in federal fund and benchmark rates, the average
mortgage interest rate dropped by 20 bps quarter-over-quarter Loan-to-Value (LTV) (%)
to 6.1%. As a result, the Q3 average loan constant fell by 53 bps
quarter-over-quarter to 6.8%.

— Average underwritten cap rates increased by 20 bps quarter- Cap Rate (%)

over-quarter to 6%. Debt yields increased by 15 bps to 9.9%,

while the average LTV ratio increased to 62.8% from 61.6%. o
Amortization Rate (%)

— The debt service coverage ratio fell to 1.35 in Q3 from 1.36 in Q2
but was up from 1.34 a year ago.

L Percent Partial or Full Interest-Only
— The overall amortization rate—the percentage of loan

origination balance that pays down over the long term—fell
sharply in Q3 to 5% from 7.5% in Q2. This was due to a higher
percentage of interest-only loans and shorter average loan
terms.

Percent Full Interest-Only

— The share of loans that carried full-term interest only increased Loan Constant (%)
to 40.5% in Q3 from 36.4% in Q2, while the percentage of partial-

or full-term interest-only loans fell to 77.8% from 79.6%.
Interest Rate (%)

Debt Yield (%)

1.35

62.8

6.0

5.0

77.8

40.5

6.8

6.1

9.9

1.36

61.6

5.8

75

79.6

36.4

73

6.3

9.7

1.34

61.1

5.6

6.4

7172

371

6.7

59

9.4

140

59.4

5.0

17.4

53.7

26.3

5.4

4.0

8.8

Note: Amortization rate reflects the average percentage of origination balances scheduled to pay down over the loan term.

Source: CBRE Research, Q3 2024.
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Figure 16

Commercial & multifamily LTVs increase

— Commercial LTVs averaged 58.4% in Q3, up by 50 bps from Q2
and by 40 bps from a year ago.

— Multifamily LTV ratios averaged 65.0% in Q3, up from 63.1% in
Q2 and from 62.5% a year ago.

— LTV ratios reflect permanent fixed-rate loans closed by CBRE.

CBRE RESEARCH
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Source: CBRE Research, Q3 2024.
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Figure 17
Quarterly agency multifamily mortgage
production

— Agency origination volume rose by 40% quarter-over-quarter to
$28 billion.

— Rolling-four-quarter agency origination volume totaled $95
billion in Q3, down by 22% year-over-year.

CBRE RESEARCH
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Source: CBRE Research, CBRE Capital Markets, Fannie Mae, Freddie Mac, Q3 2024.
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Figure 18

Quar terly average agency mortgage rate
— CBRE’s Agency Pricing Index, which reflects the average GSE
fixed mortgage rates for closed permanent loans with a seven-

to-10-year term fell to 5.8% in Q3 from 6% in Q2 but was up from
5.7% a year ago.

CBRE RESEARCH

Average Closed Mortgage Rate
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55
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Note: Reflects average closed mortgage rate for 7-to-10-year permanent fixed-rate agency loans.
The historical financing amounts has been updated to reflect the increased deal threshold of $1B.
Source: CBRE Research, CBRE Capital Markets, Q3 2024.
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Figure 19 Delinquency Rate (%)
Mortgage delinquency rates by lender type

— CMBS delinquency rates rose to 4.8% in Q2 2024 (the most
recent data available) from 4.4% in Q1 2024.

— Only life insurance companies had lower delinquency rates on a CMBS 30+ All Q2 2024 4.82 4.35 3.82
quarterly basis, down by 9 bps to 0.43% in Q2.

— Bank delinquency rates for construction & development loans
were unchanged quarter-over-quarter in Q2 at 0.98% but were Life Insurance Companies 60+ All Q2 2024 0.43 0.52 0.14
up by 23 bps year-over-year. Bank delinquency rates for non-
residential loans rose to 1.62% in Q2 from 1.50% in Q1, while those
for multifamily loans increased to 0.89% from 0.59%.

Banks - Construction & Development 30+ All Q2 2024 0.98 0.98 0.75
— Delinquency rates for Fannie Mae increased by 12 bps quarter-
over-quarter to 0.56%, while those for Freddie Mac increased to
0-39% from 038%. Banks - Non-Residential 30+ All Q2 2024 162 150 101
Banks - Multifamily 30+ Multifamily Q2 2024 0.89 0.59 0.33
Fannie Mae 60+ Multifamily ~ September 2024 0.56 0.44 0.54
Freddie Mac 60+ Multifamily ~ September 2024 0.39 0.38 0.24

Note: Different time periods.

Source: CBRE Research, Fannie Mae, Freddie Mac, Mortgage Bankers Association, Trepp LLC, American Council of Life Insurers, OFHEQ, Federal Deposit Insurance Corporation.
Notes: Delinquency rates are based on % of delinguent loan balance to the total outstanding loan balance. Fannie Mae's delinquency rate includes loans that are in forbearance.
*30+ and 60+ means loans that are 30+ or 60+ days delinquent are included in the count.

20 CBRE RESEARCH © 2024 CBRE, INC.
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liability for securities purchased or sold based on information herein, and by viewing this report, you waive all claims against CBRE as well as against CBRE's affiliates, officers, directors, employees, agents, advisers and representatives arising out of the accuracy, completeness,

adequacy or your use of the information herein.
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