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Executive Summary

— Retail remains resilient, fueled by a willing consumer and lack of new space hitting the market, but its future continues to be shrouded in the fogs of consumer
debt, high inflation, and the resumption of student loan payments. As consumers continue spending closer to home, suburban centers - specifically strip centers -
appear to be the prime beneficiaries. Even as remote work gained steam post-2020 and consumers shifted spending closer to home, districts with well mixed retail

and office assets outperformed the broader market.

— Retailer bankruptcies continue to deliver desirable retail square footage back to the market in the short run. Retailers remain hungry for well-positioned spaces,
and spaces that have delivered are quickly absorbed.

— Despite headwinds of overbuild in other sectors, retail overbuild in the U.S. has eased, and we remain bullish on fundamentals especially in the Sun Belt.

— The South is set to cool from its outstanding pandemic performance, the West looks the best for future rental growth, the Midwest will have a middling
performance, and the Northeast is set for a greater recovery and resilience to economic slowdowns.

— Overall, the retail market looks to be settling into a new steady state with predictable demand and rental growth. Of course, this comes with the caveat of
consumer footing becoming more unsteady.
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Q32024 CBRE Econometric Advisors’ Economic Forecast Brief

— Soft landings are rare, but recent data suggest that this outcome for the economy is increasingly likely. Business investment is holding its own and consumer
distress is confined to a few vulnerable segments. Discretionary spending, such as travel, is generally on a par with last year but is not showing signs of
accelerating further. The key threat to consumption is a rollover in the labor market. A key cause for concern is that deteriorating profit margins have weighed on
private sector hiring. Further, the healthcare sector, which has been a key growth driver in recent years, has regained its pre-pandemic trend and further outsized
gains are unlikely. These factors help explain the steadily falling job openings rate. On the other hand, companies are not shedding workers at a particularly high
rate. The labor market has slowed, but it is not slumping.

— While many are focused on November’s election, the most consequential policy lever has already been pulled via the FOMC’s 50 basis point September cut and
signaling another 50 by year-end. It is plausible that stronger economic data prints could reign in the pace of cuts before year-end. This easing of financial
conditions combined with continued economic growth should support modest hiring and consumption that precedes tighter commercial space market
fundamentals. In fact, financial markets presently believe the pace of economic growth is buoyant enough to force the Fed to moderate the pace of rate cuts. This
also means that the term-premia is rising, and long-term yields remain higher than what real estate capital markets players may wish for. Nevertheless, credit
markets are easing, and this is supportive for real estate markets.

4 CBRE ECONOMETRIC ADVISORS © 2024 CBRE, INC.
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CBRE EA expects weaker growth during the long term

— The graphic to the right compares CBRE
EA’s GDP growth outlook with some of
the constituents of Bloomberg’s
consensus forecast survey. While our
near-term view is close to consensus, we
believe that weaker productive capacity,
mainly slower labor force growth, will
weigh on longer-term GDP growth.

— CBRE EA’s Q3 2024 forecast vintage was
revised upward in the near-term as key
indicators were coming in stronger than
expected. Our Baseline outlook expects
consumption to slow but remain intact

during 2025.
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Consumer resilience continues to exceed our expectations

— During 2023, CBRE Econometric
Advisors underestimated how resilient
the business and consumer sectors
would be in the face of significantly
higher interest rates. This resilience
continued in Q3 2023. GDP increased by
2.8% SAR, supported by sturdy personal
consumption, public spending, and
private non-residential investment. Our
Baseline outlook expects growth to
continue, albeit at a more moderate pace
in 2025 due to more prudent U.S.
consumption and a weaker global
economy, particularly in China and
Germany.

— CBRE EA expects annualized quarterly
GDP growth to oscillate in the 1% - 1.5%
range from Q4 2024 through 2025.

— Economic data prints and political
events, Stateside and abroad, remain
volatile and CBRE EA’s macro scenarios
deserve consideration.

CBRE ECONOMETRIC ADVISORS
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Consumer trends suggest a ‘soft landing’
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— Consumer confidence has been trending up in recent quarters. An important driver could be continued real income growth after stinging declines two years ago.

— The pace of Y-0-Y revolving credit growth has been halved from its peak in early 2023. This degree of change is a weight on overall retail spending but when
paired with real income growth and improved confidence it reinforces the likelihood for a consumer ‘soft landing'.

CBRE ECONOMETRIC ADVISORS © 2024 CBRE, INC.
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Normalized employment levels will temper job growth
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Healthcare employment levels have recently regained their pre-COVID trend levels. This normalization capacity suggests there will be less room for outsized job growth within the healthcare
sector, which averaged 1.6% per annum since mid-2020. The healthcare sector accounted for 38% of new jobs during the past 12 months ending in September.

Food & Beverage (F&B) employment was devastated by COVID but has since posted 17% annualized job growth. Nevertheless, F&B remains below its pre-COVID trend suggesting there could
be room for further upside, but its trajectory will depend upon the resilience of the U.S. consumer.

With most sectors now back to pre-pandemic trend levels the pace of Y-0-Y job growth will likely slip below 1% in 2025.

CBRE ECONOMETRIC ADVISORS © 2024 CBRE, INC.
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Something to watch—fewer private industries are creating jobs

— The U.S. Bureau of Labor Statistics
generates a private payroll diffusion
index to measure broad-based changes
in the labor market. This index is
comprised of more than 250 different
private-sector industries. A score higher
than 50 signifies that most industries are
creating jobs.

— Presently, the diffusion index has quickly
declined to around 50, suggesting that
the base of private-sector job creation
has narrowed considerably. Traditionally,
a dive in the private payroll diffusion
index is a signal of further economic
retrenchment.

— One reason for weaker private sector
growth is weaker corporate profits.
Some of this could ease as lower interest
rates help pad margins.
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The Fed’s policy rate outlook has shifted downward

— In September 2024, the Fed changed its
focus from price stability to the full
employment component of its dual
mandate. The Committee kicked off an
easing cycle with a 50-basis-point cut
and suggested another 50 basis points
is likely this year.

— The graphic to the right exhibits the
FOMC'’s range of views on future policy
rates. Further, the chart shows how the
committee’s views changed from
summer 2024. Should economic data
suggest an acceleration in growth it is
likely that the Fed will slow the pace of
rate cuts. Either way, the current outlook
is more positive for real estate activity
and valuations.

10 CBRE ECONOMETRIC ADVISORS
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Meanwhile, long-term rates have trended up in recent weeks
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— U.S. government debt is over $35 trillion. Because this debt is growing faster than GDP, interest payments will become a larger portion of federal outlays and GDP over
time. The prospect of a growing deficit and increased Treasury auction sizes is likely, regardless of a Trump or Harris win, and will put upward pressure on term
premiums.

— The term premium, or excess yield required for holding longer-term bonds, has steadily increased since September. This uptick is attributed to a variety of factors
including signs of reaccelerating economic growth and the potential for a second Trump presidency, which would carry notable inflationary risks via widespread tariffs.

CBRE ECONOMETRIC ADVISORS © 2024 CBRE, INC.
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ULS. elections have little impact on CRE capital markets

— Despite the contrast in policy paths Cap Rates (%) and Election Periods (Grey Shaded)
ahead, investors should note presidents 10
have minimal ability to impact the
economy. To the extent they are able to,

9
it is with a lag.
— Elections do not appear to have a 8
significant impact on long-term trends,
such as yields, which we plot in the .
graph to the right.
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Availability settles as prime space remains scarce

— The signals of equilibrium reported in Availability Rate by Type (%)
2023 continued in the first half of 2024 - 1
with availability generally flat across all
retail product types. "
— As expected, the market digested the
notable retail bankruptcies through 2023 10
with little trouble.
— NCA&S centers’ availability is likely to 8
continue declining as consumers
continue to spend more closer to home. 5
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— After inflecting in 2022, suburban retail

availability is now comfortably below
that of downtowns. To date, the gap
continues to widen.

With the rise of remote work, workers
began spending more money closer to

home, forging new and lasting shopping
habits. Retailers took notice.

It's too soon to count downtowns out
just yet as consumers are starting to
shift their weekend excursions to the

haunts they used to frequent for after
work happy hours and socializing.

Further hope for downtown revitalization
may come in the conversion of office to
multifamily to lure consumers back to
more urban areas.

CBRE ECONOMETRIC ADVISORS
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Remote work shifts consumer spending closer to home

Total Retail: Downtown and Suburban Availability
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Retail remains the constant companion

— Even as remote work gained steam post-  District vs. Overall Market Retail Rent Growth by Five-Year CAGR

2020 and consumers shifted spending
closer to home, districts with well mixed

District Rent Growth

retail and office assets outperformed the % District rent growth
10% outperforms market
broader market. ° t rent growth
9%
— Although we expected to see the largest
outperformance in the Vibrant Mixed- 8% District rent growth
Use districts, Prime Business showed the 7% ‘ “m’;‘:ig:er:st";‘fowth
strongest outperformance (in growth 6%
terms) when compared with the market 5%
overall. This effect is mainly due to rents 4%
in Vibrant Mixed-Use districts sporting a 3%
74% premium over those in Prime
. . 2%
Business districts.
1%
— Given the continued difficulty to develop 0o

new retail in these denser district types 0% 1% 2% 3% 4% 5% 6% 7% 8%
we expect continued tailwinds for
outperformance in Prime Business and
Vibrant Mixed-Use Districts.

Overall Market Rent Growth

Mixed-Use Prime Business Vibrant Mixed-Use Non-Prime Business = = Break Even

Source: CBRE Econometric Advisors, CBRE Americas Consulting, CBRE Research, 2024
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Are strip centers the new retail royalty?

— Strip centers, generally embedded in Availability by NC&S Type (%)
population centers, have been the
primary beneficiary of this shift in 14
consumer patterns. 13

— It is worth noting strip centers captured >

increased occupier interest back in 2016.

. . M
— Strip center rents have grown 24% since

2016 compared with the 21% growth for 10
all NC&S centers. Despite outpacing

9
other open-air centers in rent growth, \/

they remain the most affordable option 8

(rents 5-15% lower than other open-air 7

centers).
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NCS absorption stays cool despite surprise retail spending
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— Neighborhood, Community, and Strip dipped negative though lack of prime space continues to cool absorption — forcing retailers to experiment with other
formats.

— Q8 absorption within Power centers also dipped negative.

— Lacking space continues to slow retailers’ expansion plans.

CBRE ECONOMETRIC ADVISORS © 2024 CBRE, INC.
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Lack of new supply dominates retail fundamentals story

— Following the trend, with little to no Completions by Type
indication of change, Q2 completions 45
totaled approximately 0.05% of stock as
construction and redevelopment costs 40
remain high. 35
— Record low completions drove strong 20 "l
and stable fundamentals across the
retail sector, as tenants cannot (and do 25
not want to) give up desired spaces. 20
— With few new spaces becoming
available, prime locations remain in high 15 \
demand. But many prime locations are 10 0 I I 3 I
established and aging, and -~ ul B b. ; | . .
development/redevelopment could 5 _ - =
shake up the current hierarchy of prime 0
locations. 538333 egsgEgggarroroeerlEere2d s8I E
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Retail labor productivity gains drive resilience...

Retail Employment and Occupied SF
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— Retail employment has separated from demand as occupied space continues to increase and employment holds steady.

— Despite lacking supply, retail employment per square foot continues to fall, implying increased productivity per square foot of retail.

— This increased efficiency per square foot could help to offset the real estate impact of macro headwinds to consumer spending.

CBRE ECONOMETRIC ADVISORS
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.. But consumers’ struggles may flow through to rents

— Historically, retail asking rents have Consumer Spending on Goods and Services in Billions of $s and Net Asking Rent
failed to follow consumer spending on
goods and services, but since the 25000
precipitous drop of new supply post-
GFC, consumer spending and rents have 20000
become highly correlated (above 95%
post-2011).

— Further, with the continuing dearth of
retail development, exacerbated by the
pandemic, the ability to capture 10000
consumer spending in rents has

increased (correlation of .99 from Q2
2020 onward). 5000

24
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12
— If the relationship continues and
consumers begin to suffer (under the 0
pressure of increased prices, depleted
savings, rising interest rates, and the
restart of student loan repayments),
retail rental growth may be muted, even s Services B Goods ——Net Asking Rent (USD/SF/year)

with Iacking new su pply Source: CBRE EA, Federal Reserve Q3 2024
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Markets stall as desirable space remains scant

— Most markets’ availability rates have Top and Bottom Markets for Availability Rate (%)

stalled as the national retail picture 12
approaches equilibrium, and the
economy cools overall.

10
— Occupiers are practicing patience and .
appear to be waiting for desirable spaces 8
to become available from recent retailer
bankruptcies. 5
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Prime retail space to remain scarce despite bankruptcies

— Availability increased slightly in each of Baseline Forecasts for NC&S Centers Completions, Net Absorption and Availability
the past two quarters at 2 and 3 bps, 1000*Sq. Ft. %
respectively. 25,000 1%
— As currently available retail space 20,000 13
remains less desirable, retailers who
have been searching for well-located 15,000 12
spaces will welcome the opportunity 10,000 1
provided by the recent retail 5.000 mmrl‘n 10
bankruptcies. . 1 i TTTTRYR 9
— This new equilibrium availability rate is ~—
considerably below the long-run average -5000 8
of 9.6% as supply growth remains 10,000 7
significantly lower than in past cycles. —
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Occupier appetite reiterates desire for new retail space

— This EA Occupier Appetite index shows
the imbalance between supply and
demand in each sector and the standard
deviations away from the mean of that
imbalance. Positive values indicate
above-average occupier demand
compared to newly delivered space.

— Occupiers gobbled up more than seven
times the delivered NC&S space in the
second quarter of 2022 (five standard
deviations above the average), an all-
time high for any of the four property
types. Since then, appetite for non-prime
spaces has continued to revert toward
the mean as space remains scarce.

— Retail remains the only property type in
positive territory on the EA Occupier
Appetite Index as absorption continues
to outpace deliveries.

CBRE ECONOMETRIC ADVISORS
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Balanced growth ahead as Sun Belt strength meets Gateway recovery

— While the Sun Belt markets continue to Top 10 Markets for Rental Growth
. %
dominate recent rental growth, our Sum
i ; 90 8
of Markets is expected to grow at 2.4%
annualized over the next five years. This 80 7
is a slight downgrade from our previous 70 6
forecast; but tight market forces should 60
keep rental growth buoyant. 50 5
— Surprisingly, California and New York 40 4
battle it out for top rental growth going 3
forward as gateway markets rebalance. It 30
should be noted that Manhattan is our 20 2
smallest market (by NC&S square feet) 10 1
and thus prone to larger swings. 0 0
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Rental growth flows over the South and heads West

Availability by Census Region (%) Year-over-Year Rental Growth by Census Region (%)
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— The South’s recent population gains (due to its low cost of living and economic freedoms) helped it enjoy a recovery that outpaced other regions, in both demand for space
and rental growth. Now, lacking prime available space, the South may be a candidate for future development or redevelopment.

— The West, long a top performer for retail growth, will weather the slowdown well with a strong well-educated consumer base.
— The Midwest boasted the largest decrease in availability from its 2010 peak but is most at risk from slipping demand should we see another shift in consumer attitudes.
— The Northeast begins to stabilize as local consumers settle.
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Economic
Scenarios



Q32024 US. INDUSTRIAL OVERVIEW & OUTLOOK

‘Baseline’ Scenario

— The Baseline Scenario assumes that economic growth will Y-0-Y Change (%); 10-Year Treasury Displays Quarterly Yields
persist through the remainder of 2024 and into 2025. This

. . . ) . . GDP Employment CPI US 10-Year
expansion will ultimately be driven by continued business 2022 Q1
investment and a steady labor market, which will therein 2022 Q2
support healthy consumption—the largest component of the 2022 Q3
U.S. economy. A key feature of the Baseline Scenario is that 2022 Q4
the pace of growth does not accelerate but rather eases to j(o)jj 8;
sub-2% by H2 2025. 2023 03

— Disinflation will be driven by easing goods costs, softening 2023 Q4
wage growth, and moderating housing costs. This pathway 2024 Q1
will give the Federal Reserve the ‘green light’ to maintain its igzi gg
easing policy. Our Baseline view expects the Fed Funds Rate 2004 Qb
will decline to 3.1% by year-end 2025. 2025 Q1

— The Baseline Scenario is accretive to stronger commercial 2025 Q2

. . 2025 Q3

real estate performance. Continued economic growth should 2025 Q4
bolster NOI growth, while lower interest rates stimulates 2026 QT
capital market liquidity. 2026 Q2
2026 Q3

2026 Q4

Source: Oxford Economics, CBRE Econometric Advisors
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Q32024 US. INDUSTRIAL OVERVIEW & OUTLOOK

‘Business Cycle Recession’ Scenario

— Previous downside scenarios were all driven by a re- Y-o-Y Change (%); 10-Year Treasury Displays Quarterly Yields
acceleration of inflation that caused interest rates and

. . . GDP Employment CPI US 10-Year
consumer angst to hit a breaking point that pushed the 0022 Q1
economy into a recession. CBRE EA believes the prospect of 2022 Q2
reinflation—geopolitical risks aside—is less likely and the 2022 Q3
greatest macroeconomic threat is the business cycle running 2022 Q4
its course. A plausible pathway here is the labor market 202301
rolling over and consumers turning more cautious. 2023 G2

2023 Q3
— The decline in aggregate demand has inflation falling slightly 2023 Q4
below target by mid-2025. This risk-off outlook would also 2024 Q1
cause U.S. Treasury yields to quickly fall back to the low-3% zgzi gz
range by year-end 2025. The FOMC’s policy responses would 024 O
be even more accommodative with the base rate hitting 2.5% 2025 Q1
by year-end 2025, compared to 3.1% within the Baseline 2025 Q2
forecast. 2025 Q3
2025 Q4
— The ‘Business Cycle Recession’ Scenario is a net negative on 2026 Q1
commercial real estate performance as a weaker economy 2026 Q2
weighs on occupier markets. A potential silver lining is that 2026 Q3
lower borrowing costs could ease the burden of well- 2026 Q4
occupied properties Strugg“ng to refinance. Source: Oxford Economics, CBRE Econometric Advisors
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Q32024 US. INDUSTRIAL OVERVIEW & OUTLOOK

‘Growth Acceleration’ Scenario

— Unlike the Baseline Scenario that sticks a ‘Soft Landing’ the Y-o-Y Change (%); 10-Year Treasury Displays Quarterly Yields
‘Growth Acceleration’ scenario sees the pace of Y-o-Y GDP

growth accelerate to the low-to-mid-2% range during H1 0022 Q1 cLe Employment cPl oS T0-Year
2025. This uptick in growth will be driven by continued 2022 Q2
business investment and hiring that results in a more 2022 Q3
aggressive consumer. 2022 Q4
2023 Q1
— This scenario will put upward pressure on the job openings 2023 Q2
rate, but sluggish labor force growth will put a ceiling on 2023 Q3
headline job growth. Excess hiring will come from immigration 2023 Q4
and older adults being lured back into the labor market by 2024 Q1
higher wages. These dynamics will put some upward pressure 2822 gz
on wages and inflation but not enough for the Fed to T
abandon its rate cutting program. The longer end of the yield 2025 Q1
curve will not materially deviate from the Baseline. 2025 Q2
— Stronger real economic growth is a substantial tailwind for 222: gi
commercial real estate occupier and capital markets. Should 2026 O1
this scenario come to fruition ‘first movers’ would be 2026 Q2
rewarded by attractive equity and debt yields. 2026 Q3
2026 Q4

Source: Oxford Economics, CBRE Econometric Advisors
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Q32024 US. INDUSTRIAL OVERVIEW & OUTLOOK

‘Severe Downside’ Scenario

— In this scenario the U.S. economy is shocked by a major Y-o-Y Change (%); 10-Year Treasury Displays Quarterly Yields

exogenous event. There could potentially be an unknown
financial threat triggered by the continued uptick in interest

GDP Employment CPI US 10-Year

2022 Q1
rates. 2022 Q2

— Such an event would trigger a severe recession in coming 2022 @3
2022 Q4

quarters analogous to the Global Financial Crisis. A key 2023 01
feature of this scenario would be lasting economic scarring 2023 Q2
as households, firms and the financial system struggle to 2023 Q3
regain their footing. 2023 Q4
2024 Q1
2024 Q2
2024 Q3
2024 Q4
2025 Q1
2025 Q2
2025 Q3
2025 Q4
2026 Q1
2026 Q2
2026 Q3
2026 Q4

Source: Oxford Economics, CBRE Econometric Advisors
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Q3 2024 US. RETAIL OVERVIEW & OUTLOOK

Rental growth to persist

Availability Rate By Scenario (%) Year-over-Year Rent Growth By Scenario (%)
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— Auvailability across scenarios oscillates around a new steady state (6%) as new supply remains limited and occupier demand for retail space remains healthy.

— Rents under a Growth Acceleration scenario lag in the near term as consumers’ spending will keep tenants in place, slowing turnover. As leases come up for
renewal, landlords will exercise increased bargaining power under this scenario’s more upbeat economic outlook.

— The Business Cycle Recession scenario indicates higher rental growth after a slowdown in spending induces short-run losses in landlord bargaining power.
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