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Our outlook compared to past predictions and consensus

~  Today, policy announcements, 2025 Outlook by CBRE’s Monthly Forecast Vintage Compared to the Consensus Outlook, Y-o0-Y or Yield (%)
not economic fundamentals, are
driving the outlook. The graphic 5.0
on the right displays how r
CBRE’s 2025 forecast has )
evolved in recent months. 4.0
- InJanuary, we expected GDP 35
growth to exceed 2%. Post 20

‘Liberation Day’ we downgraded
our forecast, as did the broader 25
market. In recent weeks, a trade

war détente forced us to 20

upgrade our outlook to 0.9%. 15
- The heightened effective tariff 1.0

rate will briefly vault inflation

above 3%; however, it is 05

plausible this could be revised 0.0

downward. GDP *Employment CPI Treasury Yield
- Interestingly, our forecast for Y B May B June Consensus

the 10-year Treasury yield has

held constant as more

structural factors appear to be

Source: Bloomberg, CBRE EA * The employment consensus outlook was not captured.

fattening term premia.

4 CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.



JUNE 2025

The Full Picture | U.S. Quarterly Outlook

Different policy paths have a varying economic impact

‘Baseline’ Scenario, GDP, Trillions (USD)
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Source: Oxford Economics, CBRE Econometric Advisors

— The Baseline Scenario assumes that growth stalls during H1
2025 due to chronic policy uncertainty. CPIl and Treasury
yields hold higher than previously expected.

— The Baseline expects that the most troubling policy threats
are softened and stronger growth resumes during 2026.
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‘Trade War De-Escalation’ Scenario, GDP, Trillions

(USD)
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Source: Oxford Economics, CBRE Econometric Advisors

— Our upside, or ‘“Trade War De-Escalation’ Scenario, is only
slightly stronger than our Baseline given that the U.S.
economy is currently operating near full potential.

— This scenario assumes that more of the tariffs are scaled back.

The Fed can ease policy ahead of the pathway within our
Baseline outlook.

‘Stagflation’ Scenario, GDP, Trillions (USD)
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Source: Oxford Economics, CBRE Econometric Advisors

— Both Wall Street and Main Street are materially harmed by the

tariffs implemented on April 2. Chronic uncertainty causes
weak business investment and firms to cut headcount in 2025.

— Higher tariffs reignite inflation, which will hit 5% by year-end

2025. This scenario would be the first bout of stagflation in the
U.S. since the 1970s.
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Policy changes and uncertainty have rocked sentiment...

— In April, economic sentiment Confidence Indices (Reindexed to January 2024)
deteriorated markedly across several
different indices. Confidence fell for 130
consumers, CEOs, and small business
owners. The U.S. CEO confidence index 120
saw the sharpest decline from February 10
to April 2025. ) /\/
. 100 A~
— As the trade rhetoric took a more \ Q.
conciliatory tone by May, the survey 90 \‘
data has begun to rebound. Important
consumer expectations for future 80 \
inflation began to wane. NOTE: Many of 0
these surveys were published before the
increase in Middle East tensions. 60
50

Jan-19 Aug-19 Mar-20 Oct-20 May-21 Dec-21 Jul-22 Feb-23 Sep-23 Apr-24 Nov-24 Jun-25

—=University of Michigan Consumer Sentiment = Conference Board Consumer Confidence
- U.S. CEO Confidence U.S. Small Business Optimism

Source: Conference Board, Federal Reserve, University of Michigan, Chief Executive Board, NFIB, CREFC
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..the ‘hard data’ is holding up

The Full Picture | U.S. Quarterly Outlook

Initial Jobless Claims, 4-Week Moving Average
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Source: U.S. Department of Labor *Graphic removes the dramatic run-up in jobless claims during the COVID-19 pandemic.

Components of Quarterly CPIl and Forecast, Y-0-Y (%)
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Source: U.S. Bureau of Labor Statistics, CBRE Econometric Advisors.

— The 4-week moving average of jobless claims remains within a normal range that reflects a healthy economy.

— Although consumers expect inflation to increase significantly in the near-term, per the University of Michigan Consumer Sentiment Survey, recent inflation
readings have been muted. CBRE EA expects the pace of inflation to increase to the low-3% range due to the run-up in the U.S. effective tariff rate.

— It should be noted that a rising supply of homes for sale could be a disinflationary force.

CBRE ECONOMETRIC ADVISORS
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Leveraged fund managers continue to bet on yields climbing further

— The Commodity Futures Trading Net Notional Value of Treasury Futures by Contracts, Billions (USD)
Commission (CFTC) reports the net
notional value of leveraged funds 200
exposed to Treasury futures contracts.
100
— Leveraged funds are typically hedge
: P, N “‘v A

funds and various types of money 0 N W, e -
T AT w* o - 4
managers. As of May 6, 2025, they have \‘\ " 7 g M’ N
(100) W" ; A ",

a net short position of roughly $203

N
billion in 10-year Treasury futures 200)
contracts. This suggests that many
active managers expect that long-term (300)
Treasury yields will drift higher. \
. . (400)
— Interestingly, the position for 2-year
Treasuries reversed course, unlike other (500)
terms, in late 2024 potentially due to
expectations for a rate cut. (600)
2014 2015 2016 2017 2018 2019 2020 2021 2023 2024 2025
——=2-Year Treasury Futures == 5-Year Treasury Futures =——10-Year Treasury Futures =———30-Year Treasury Futures

Source: CFTC, Office of Financial Research
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The pressure remains for longer-term rates

- Thevyield curve is steepening Yield Curve (%)
with longer-term Treasuries
remaining stubbornly high, 45
due to wider term premiums. Ll
This extra yield is attributed N
to an array of factors ranging 4.3
from higher U.S. debt
expectations to softer foreign G2
demand for Treasuries. 41 \\\

- The decline in the middle of N /

the curve suggests the 4.0 —
Federal Reserve could begin 7 /

to cut rates soon. CBRE EA =
expects two rate cuts later 38
this year. This is down from D
expectations for three cuts. 37
1 Month 1Year 2 Years 3 Years 5 Years 7 Years 10 Years
=—=2/28/2025 = 3/14/2025 4/11/2025 =—4/24/2025 =—=0/2/2025 =9=5/17/2025

Source: U.S. Treasury
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Uncertainty has spiked market volatility

ICE BofAML MOVE Index and 10-Year Treasury Yield S&P 500 and VIX Index
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Source: Yahoo Finance, Bank of America, Federal Reserve Source: Macrobond

— Q22025 started with significant volatility in the stock and bond markets. The trade barriers announced on April 2 were higher and more universal than market participants were expecting,
causing a rapid decline in the stock market and treasury yields. The stock market has recovered, after a pause and some progress on trade deals. The decline in the 10-year yield quickly
reverted and has been rapidly climbing, especially after the downgrade in the U.S. credit rating from Moody’s. This is reflected in the chart on the left which plots the MOVE index, a volatility
index for the U.S. treasury bond market.

— There remain significant unknowns to keep markets on edge in the near term, including the extent of future tariffs, the tax bill in Congress (and the implications for U.S. fiscal path), and
Federal Reserve interest rate policies.
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Uncertainty and volatility slowed down some CRE activity

— Through early June, total CRE
investment volume is on pace to exceed
2023 and 2024 levels with roughly $160
billion in volume.

— However, the rapid pace of CMBS
issuance in the first few months of the
year slowed in April. A similar pattern
emerged for CRE CLO issuance.

— On the contrary, the volume of loans
brokered by CBRE did not stagnate
during this period of market volatility.

CBRE ECONOMETRIC ADVISORS

Cumulative Daily CRE Investment Volume, CMBS Issuance, CLO Issuance, CBRE Brokered CRE Loans, Billions (USD)
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Source: CBRE Econometric Advisors, MSCI Real Capital Analytics, Green Street, CBRE Deal Slicer
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Distress remains heightened, especially for CMBS loans

CMBS Delinquency Rate by Month (%) Delinquency Rates on Loans at Commercial Banks (%)
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- Commercial Real Estate Loans
Source: Trepp Source: Federal Reserve

— According to Trepp, the overall CMBS delinquency rate has risen to 7.1% from 3% in November 2022. Most of this increase is driven by the office sector which has seen its delinquency rate
rise from 1.9% at the start of 2023 to 10.6% as of May 2025, down from an all-time high in December 2024.

— The Federal Reserve reports charge-off and delinquency rates on loans and leases at commercial banks each quarter. As of Q12025, the delinquency rate for CRE loans is 1.6%. This is above
the 0.7% rate in Q4 2019, but below the GFC peak of 8.8%. More flexibility for maturity extensions and workouts for banks may be contributing to their relatively lower delinquency rates. This
has led to a rapidly expanding maturity wall. An analysis from the New York Fed found the outstanding debt set to mature within the next three years makes up 27% of bank capital.
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Despite rising delinquency, more debt is coming available

CBRE Lending Momentum Index, Seasonally Adjusted (2006=100)

600
500
400
300
200

100

Source: CBRE Capital Markets, CBRE Research, Q12025.

Note: Index tracks loans up to $1 billion.

Average LTV by Quarter
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Source: CBRE Research, Q12025.
Note: LTV ratios reflect permanent fixed-rate loans closed by CBRE.

— The CBRE Lending Momentum Index, which tracks loans originated or brokered by CBRE, increased during the past year. The index has exceeded its five-year pre-pandemic average. More
clarity on the path of interest rates, the broader economy, and the return of accretive leverage for investors likely drove the increase in lending activity. Banks comprised the largest share of

lending activity closed by CBRE, followed closely by CMBS.

— Another sign of confidence is that multifamily LTVs averaged 64.5% in Q1, up from 63.9% a year ago, likely reflecting sturdier market fundamentals. Meanwhile, commercial LTVs are up over

200 basis points from one year ago.

CBRE ECONOMETRIC ADVISORS
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Distress opportunities have not emerged at scale yet

Mortgage Maturities by Property Type, Billions (USD) % of CRE Transaction Volume That Resolved a Distressed Situation by Year
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Source: Mortgage Bankers Association, CBRE Capital Markets Research Source: MSCI Real Capital Analytics

- Commercial mortgages maturing in 2025 increased from $573 billion year-end 2023 to $957 billion (as of a year-end 2024 MBA survey). This increase was driven by loan extensions. We
anticipate that loan extensions will continue with a substantial amount of loans maturing in 2025 extended into 2026 and beyond. Multifamily and office loans account for the majority of CRE
loans set to mature in 2025, though we expect distress to be concentrated in the office sector and particularly within less desirable assets and marginal markets.

- Despite the large maturity wall and a significant number of properties that cannot get sufficient new financing to pay off their maturing mortgages, large scale distress opportunities have not
emerged significantly. Compared to the 18.6% of sales volume that resolved the distressed situation in 2010, only 2.6% of volume is from those types of sales in 2025 YTD.
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Public real estate market has largely stabilized

REIT Implied Cap Rates by Quarter: Q12000 to Q1 2025, (%) Total Return Index [100 = 4/1/2025] *
12 120
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== |ndustrial === A|| Equity REITS
Source: NAREIT Source: NAREIT, Macrobond * Light green lines represent various other listed CRE sectors.

— Implied cap rates provide a glimpse of how public capital markets are pricing CRE by sector. The graphic on the left demonstrates how property yields had already begun to fall based on
public market pricing through the first quarter of 2025.

— Data center REITs have outperformed the S&P 500 through 6/9/2025. Meanwhile, the industrial sector has underperformed, likely due to concerns on changes to imports and warehouse
demand. After a sharp decline alongside the overall market, the equity REIT index is only 0.5% below where it started on April 1, 2025.
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But dangers remain, which are reflected in REIT bond yields

Percent of REITs by Change in Dividend from 2019 by Sector REIT Bond Yield Curve by Issuer and Maturity
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Source: S&P Global Source: Bloomberg

— Since 2019, struggling fundamentals have affected the ability of U.S. REITs to deliver income to shareholders. During the past six years, 42% of U.S. REITs have lowered or suspended their
dividend. The situation has been most acute within strained sectors during the pandemic, such as office, hotel and retail.

— In more recent quarters many REITs have increased their dividends as CRE fundamentals and cash on hand has improved significantly for many companies.

— Bond yields for office REITs reflect the uncertainty for future performance. The higher yield curve for offices reflects some companies being housed in a high-yield corner of the market.

17 CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.
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Meanwhile, private real estate has turned a corner

5-Year Total Returns and Sector Allocation by ODCE Quartiles Value Weighted Net ODCE Total Returns by Quarter
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Source: NCREIF Source: NCREIF

— Over the past five years, the top 25% of ODCE funds returned an annualized 5.9% while the bottom 25% returned 0.0%. The best performing funds had higher allocations to
industrial and alternatives over this period, with a smaller relative allocation to the office and retail sectors. Relative to the bottom quartile, the top performing funds also had
less exposure to the Eastern region of the United States and greater exposure to the South.

— In Q4 2024, ODCE funds finally broke a streak of negative appreciation returns that started in Q3 2022. This helped the net total return increase from 0.2% in Q3 to 0.96%.
Quarterly returns fell to 0.85% to start 2025.
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But it has lagged behind CRE debt returns

NCREIF/CREFC Open-end Debt Fund Aggregate Annualized Returns Capital Raised for North American REPE Funds by Year (Billions, USD)
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Source: NCREIF Source: PERE

— Recently, NCREIF and CREFC introduced the Open-end Debt Fund Aggregate, a fund-level aggregate comprising open-end funds that provide credit and financing to
borrowers who own commercial real estate. Multifamily / Student Housing accounts for half of the underlying collateral behind this aggregate. Although this index is not meant
to be a benchmark due to the varying fund strategies, the chart on the left reports annualized returns for the 17 funds within the aggregate as of Q4 2024.

— Although the CRE fundraising environment is difficult currently, debt funds have received a large share of the total amount raised from allocators so far this year.

19 CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.
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Income will be king for CRE returns in the near-term
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— The graphic above displays the composition of our baseline total returns. It encapsulates the portion driven by 1) Cap rate changes; 2) Income changes; 3) Cash flow return.

— Income will drive a minimum of 50% of total returns for the next 10 years for all sectors. For the industrial and multifamily sectors where we forecast less cap rate compression
(see page #26), the share will exceed 75% for much of the forecast period.

CBRE ECONOMETRIC ADVISORS
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And expense management will be its queen

How CRE Insurance Costs Have Changed Across Time by State, 2015 - ‘25 Share of CRE Operating Expenses by Category, (%)
Insurance Cost per Square Foot, 4-Year Average 100%
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$0.05 10%
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Insurance Share of Total Expenses, 4-Year Average B Taxes M Maintenance I Utilities M Other B Admin M Management ™ Marketing M Insurance
Source: CBRE Econometric Advisors, NCREIF
Source: CBRE Econometric Advisors, NCREIF Note: Expenses reflect all properties in the expanded NPI dataset

— Operating expenses growing faster than underwritten can erode total returns and projected IRRs for CRE investments. In recent years, insurance has grown rapidly, taking a
larger share of op-ex for commercial real estate, especially in climate sensitive states like Florida and California.

— Operators can be proactive in managing expenses with utility efficiency projects such as low flow faucets and LED lights. They can also work with insurers to figure out
investments they can make to reduce risk and possibly reduce premiums. Owners of office properties should ensure their tax assessments accurately reflect the reduced
values for the sector.
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Leasing activity and limited development will support NOI growth

4-Quarter Rolling Net Absorption / Stock (%) Construction Cost and All-Property CRE Value Index (100 = 2008)
5.0 200
4.0 180
3.0 160
20 140
: :
-1.0 : 100
-2.0 I 80
-30 : 60
-4.0 40
2014 2015 2017 2018 2020 2021 2023 2024 2026 2027 2029 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026
e Multifamily = Office = |ndustrial Retail _g;::';f;uc_g:g::sogaiij 17::‘3); Index
Source: CBRE Econometric Advisors Source: CBRE Econometric Advisors, Mortenson Construction Cost Index

— As the pace of economic growth softens, CBRE EA expects the rate of net absorption to trend below that of the previous cycle.

— The combination of dramatic cap rate decompression and run-up in construction costs has resulted in CRE generally being priced below replacement cost. This
price point will limit supply growth, and when paired with moderate leasing activity, stabilize rent growth and support stronger valuations.

CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.
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Generally, fundamentals should not be a drag on investment performance

Office Availability (%) *Multifamily Vacancy (%) Industrial Availability (%) Retail Availability (%)
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Source: CBRE Econometric Advisors
*Multifamily vacancy is based upon a three-quarter moving average.

— Fundamentals have deteriorated most dramatically within the office market, where the availability rate is more than five points above its long-term average. The
good news is that office availabilities are peaking across markets helping valuations to firm for prime properties.

— Multifamily and industrial fundamentals have softened and are hovering near their long-term historical mean. Although industrial availability is below its multi-
decade average, the space market today is much weaker than the heyday of the past 10 years.

— Retail fundamentals are expected to remain extremely tight. The prospect for stronger rent growth combined with higher yields will contribute to stronger
investment performance for neighborhood and strip retail centers.

24  CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.
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What is driving cap rates this cycle?
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UPSHOT: There is less room for yield compression this cycle

Cap Rate Compression Across Cycles and Property Types (Basis Points)
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Stubborn Treasury Yields Equate to Few Forecast Changes

Q12025 versus Q4 2024 Cap Rate Forecasts (%)
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— Because we expect Treasury yields to remain above 4% through at least 2026—and likely beyond—cap rate levels are also poised to remained heightened.
Importantly, CBRE EA does not anticipate a return to pre-COVID levels during the foreseeable future. This cap rate forecast silhouette is very similar to the

previous forecast vintage.

— Given the minimal changes within our cap rate outlook, our valuation forecast will also be quite similar. Our Q12025 outlook expects 5.2% average annual capital
value growth through 2028, just 40 basis points less than the Q4 2024 forecast. Slightly less decline in bond yields plays a role in this very slight forecast change.

27  CBRE ECONOMETRIC ADVISORS
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Different trajectories for capital markets

Rent Growth, Y-o0-Y (%)
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The ‘Trade War De-Escalation’ scenario assumes the pace of
Y-o-Y GDP growth comes in higher (as it is presently doing),
which accelerates all-property rent growth. The ‘Stagflation’
scenario is centered around the risk of a trade war that
would begin to erode economic vitality and rent growth later
in the forecast period.
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Should the U.S. economy slip into a period of stagflation

then inflation and cap rate decompression would accelerate.

This outlook would certainly derail the marginal gains made
in CRE capital markets in recent quarters. Conversely,
greater stability would allow capital markets to gain greater
traction during H2 2025.

The Full Picture | U.S. Quarterly Outlook

Capital Value Return, Y-0-Y (%)
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Source: NCREIF, CBRE Econometric Advisors

Higher interest rates within a ‘Stagflation’ scenario would
continue to restrain deal flow and valuations. Conversely,
any signs of stronger real NOI growth and easing Treasury
term premia would allow for an upside surprise in valuations
in 2025.
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The baseline near-term outlook expects low double-digit returns

Average Annual Total Return, 2025-29 (%)
— Although cap rates are not poised to

decline significantly, a mix of mild value 12
growth and yield should deliver 9%
average annual all-property returns

through 2029. 10
— The retail sector, which appears to be

experiencing something akin to a capital 8

markets renaissance, will lead

performance. Stability within strip and 6

neighborhood centers is increasing the

weight of money into retail. Although the

office space market has objectively 4

turned a corner, the overhang of

financial distress and a heightened 2

availability rate retards both value and

NOI growth. We do expect a wide

variation in performance by asset 0

quality. Retail Multifamily Industrial Office

Source: CBRE Econometric Advisors
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Industrial availability is beginning to trend upward

— The industrial availability rate increased %

SF, millions

20 bps from the previous quarter 16 250

despite a sharp drop in

completions. The problem was 1% 200

extremely soft absorption levels that

were barely positive. 12 150
— Although availability levels will remain

below multi-decade norms, they will 10 100

remain elevated, at least during the

next two years, compared to the past 8 50

decade. Recent history was

characterized by a boom in e- 6 i

commerce spending and the

reorientation of logistics networks to 4 50

support this change. ) 100>
— The longer-term outlook for

fundamentals has improved compared 0 (150)

to the previous forecast vintage. We 2000 2003 2006 2009 2013 2016 2019 2022 2026 2029

expect both demand and supply in H2
2026 should converge to a new
equilibrium, putting availability on a
downward trajectory.

I Completions, RHA H Net Absorption, RHA == Availability Rate, LHA

Source: CBRE Econometric Advisors
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Supply pressures continue to ease

— Construction starts declined to a recent Industrial Pre-leasing, Construction Starts
low of 35 MSF. Sum of Markets (%) (MSF)

— Lower levels of construction should

improve the competitiveness of existing 7 -
m

first-generation space that has been
sitting vacant.

— Pre-leasing on completed stock under
100,000 sq. ft. was 51% compared with
34% for larger stock.

m Construction Starts (MSF) B Pre-lease Rate On Completions (%)

Source: CBRE Econometric Advisors, CBRE Research, Q12025
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Completions declining but still high by historical standards

— Q4 2024 completions totaled 94 MSF.
This put 2024 completions 33% below
the 2023 peak.

— 2025 completions are expected to total
260 MSF, a 21% decline Y-0-Y and the
lowest total since 2017.

— However, it is worth noting future
completions are still notably above the
pre-2020 long-run average of 186 MSF.
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Industrial Completions
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Net absorption by year built

— Buildings built prior to 2020 continue to
post negative absorption, although the
rate of move outs was slower compared
with this time last year.

— First-generation net absorption declined
due to a drop in new development.

— Investors will need to decide what to do
with a growing amount of older, in some
cases functionally obsolete, facilities in
the coming quarters.
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Absorption by Year of Construction (MSF)
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Sublet availability continues to rise

— The total available sublease space has
reached a new historic high of 192 MSF.

— The sublet availability rate climbed to
1.17%, beyond the peak of 1.09% during
the Global Financial Crisis. This marks 11
consecutive quarters of increases in the
sublet availability rate.

— Third-party logistics providers comprise
just over 32% of all sublease
availabilities.
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Sublease Availability Rate and Total Square Feet
Sum of Markets (%) (Sq. Ft.)
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Low availability relative to history supports modest rent growth

— Space market scarcity is a key driver of Rent Levels Relative to Space Scarcity
rental growth. In coming years Rent / SF (USD)

: Availability Rate Relative to the Long-term A 2014-P t, ppt
fundamentals should soften relative to vailability Rate Relative to the Long-term Average ( resent, ppts)
the previous 10 years. This will cause 130 8.0
much slower nominal rent growth 12.0 60
compared to the boom of 2021-'22. )

1.0 40
10.0 II 0
o T il
i

Q.0
7.0
6.0 (4.0)
5.0 6.0)
4,0 8.0)

2014 2016 2019 2021 2024

E Availability Rate Less Long-Term Average (2014 - Current), RHA

Source: CBRE Econometric Advisors
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2026 2029

Rent Level, LHA
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How will rent growth perform at the market level?

- Markets that exhibited the highest rent
growth in the wake of COVID-19 are now
currently seeing asking rents decline, albeit
slightly. These markets (mainly large,
national distribution hubs, such as
Riverside) have typically featured larger
supply pipelines and are more sensitive to
macroeconomic shifts and are now poised to
underperform in coming years.

- This contrasts with smaller markets, such as
Louisville, that tend to have more
manageable supply-demand fundamentals
while also being less exposed to
macroeconomic volatility.

- This dynamic appears to be consistent
across different cycles. Markets with the
best forecast today enjoyed less of a
contraction during the GFC as they were
less exposed to excess supply and national
consumer trends. Conversely, more
nationally-oriented and dynamic markets,
such as Miami and LA, outperformed during
the halcyon days of the 2010s.
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Industrial EA Asking Rent CAGR (%) by Cyclical Period; Aggregated by the Top and Bottom 15 Markets for Rent
Growth During 2025 - 2029 (%)

15

Markets that will outperform during our
10 forecast (2025-'29) were laggards during
the 2013-19 and 2021-'23 growth cycles.

®

(10)
2008 -'10 2013 -"19 2021-'23 2025-'29

B Top 15 Markets From 2025 - 2029 B Bottom 15 Markets From 2025 - 2029

Source: CBRE Econometric Advisors, Q12025
*Markets are categorized in the top 15 and bottom 15 based on their forecast performance for 2025-2029.
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Secondary market rent growth outpaces relative to cap rates

5-yr Rent CAGR vs Cap Rate

Year-End 2024 Cap Rate

8.0

. @ Mivaukes More rent growth than
75 Detroit Kansas City o

Y @ Cincinnati «—— cap rate would suggest

‘ Chicago
7.0 & g : & Bosto®
¢ St&)uis wahyqneapolis Columbus
6.5 Houston‘ Indianapolis
@ Louisville @ Atlanta
6.0
55 ‘ Northern New Jersey ‘ Los Angeles
@ Riverside
5.0
45 @ Las Vegas
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5-yr Rent CAGR

Source: CBRE Econometric Advisors, Q12025
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Multifamily vacancy rates now embark on a downward journey

— The vacancy rate decreased to 4.8% Q-
0-Q in Q1 2025, further below the 2010-
2019 average of 5%. The prospect of
economic growth falling to the 1%
range suggests the lease-up rate will
slow and occupancy gains will stall.
Meanwhile, structural factors, such as
high mortgage rates and a shortage of
for-sale housing will limit move-outs to
homeownership.

— In a historic context, the current cycle
has been mild with vacancy peaking
well below GFC levels. We expect
vacancy to stabilize around 5% in the
long run.
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Multifamily Units, 000s
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Source: CBRE Econometric Advisors
*Vacancy rate is expressed as a three-quarter moving average.
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Many markets need strong absorption to return to normal occupancy

— Vacancy is elevated above 2010-2019 Difference of Q12025 Vacancy to 2010-2019 Average Vacancy by Market
averages across large portions of the
Sun Belt and Mountain West. Most
Northeastern and Midwestern markets
are near or below long-run vacancy
levels. To return to normal occupancy,
the Sun Belt needs robust demand
through year-end and into 2026.

— One way to describe the importance of
robust demand is to consider the
number of units that would need to be
absorbed to return to a long-run level,
before considering new completions:

- Austin: 4,600

- Dallas: 4,500

- Denver: 2,600
- Nashville: 2,200

Source: CBRE Econometric Advisors, RealPage Inc
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Nationally, the historic boom in development is ending

— After years of rising completions, the
market is finally moving past peak

supply.

— Q12025 completions totaled 69,682
units, down 13% Y-o-Y.

— We expect that relative decline to
continue through the end of 2025,
making this year the lowest level of
completions since 2022.

— Completions are expected to decline
dramatically in 2026, below the average
level for the past decade, as the market
absorbs the historic level of new
buildings.
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Softer multifamily fundamentals have proved short-lived

— Limited occupancy losses have had
only a muted impact on rents for most
markets. Most of the slowdown, and
outright decline, is clustered in cities
that had the most active developer
pipelines.

— Presently, the best rent growth will be
clustered in markets that typically do
not garner significant developer
interest, generally across the Midwest
and Northeast. Supply-constrained
markets such as Boston and New York
City should also lead forecast rent
growth.
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Rent Levels Relative to Space Scarcity
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Where rents are more sensitive to slower economic growth

Correlation of Y-o-Y Rent Growth and Y-o-Y Employment Growth Across Time Within Markets, Q11991 - Q12025

— In our Baseline macroeconomic forecast, 90%
unemployment increases beginning at
the end of 2025 into 2026. 80%
— If that materializes, Sun Belt and West 70%
Coast markets are particularly at risk for 60%

weak demand. Historically, rent growth

in those markets has been the most 50%

sensitive to employment. 40%

— Northeastern markets like New York, 30%
Boston and Philadelphia, both have

20%

higher rent growth currently and are
typically less sensitive to changes in 10%

employment growth overall.
0%
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Source: CBRE Econometric Advisors, RealPage Inc
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Concessions will dampen NOIs in some markets

— We are carefully tracking concessions as Percentage of Total Units in Buildings Offering Concessions
an early indicator for the speed of
recovery in rent growth.

(%)

30
— Although large concessions exist for 25
certain buildings, the main impact of
concessions on effective rents is the 20
increasing number of buildings offering
some concessions. The percentage of
units covered by concession offers has 15
risen since 2022, driven by the growing
number of newly completed buildings. 10
— In Q1 2025, the level remained flat, after S
a small decrease in the previous quarter.
0
2018 2019 2020 2021 2022 2023 2024 2025

Source: CBRE Econometric Advisors, RealPage Inc
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Office fundamentals have finally turned a corner

— The overall office vacancy rate
increased by 10 basis points to 19% in
Q12025 and nearly on a par with one
year ago. Despite this slight uptick in
vacancy, the space market is stabilizing
and is not expected to materially
increase from here.

— Completion levels continue to decline
and are poised to remain at historically
low levels during the duration of the
forecast window.

— The trailing four-quarter net absorption
improved to 17.8 MSF and there is a
clear, encouraging, upward trend.
Manhattan continues to lead in terms
of net absorption, running at 5.7 MSF
during the past four quarters.

CBRE ECONOMETRIC ADVISORS
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Absorption remains in the black

Net Absorption (000s) Y-o0-Y Change of Occupied Space per Employee
30 100 6.0%
20 4.0%
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-2.0%
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40) 150 -10.0%
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mmm Net Absorption (MSF, LHS) ~ ==4 Quarter Trailing Net Absorption (MSF, RHS)

Source: CBRE Econometric Advisors Source: CBRE Econometric Advisors, U.S. Bureau of Labor Statistics

— Many occupiers are finished right-sizing their footprint and most mandate some office attendance. In Q1 2025, for the fourth consecutive quarter since 2022 net
absorption has been in positive territory. Broader economic uncertainty puts the outlook for absorption on a precarious path.

— Improved net absorption trends coincide with the annual change in occupied space per employee finally reaching a stable point.

— Overall, office absorption is not expected to materially accelerate as the pace of overall job growth is poised to slow.
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Positive absorption is becoming more broad-based

— Not only is net absorption trending Office Market Absorption Diffusion Index
toward positive territory, but it appears
this trend toward stronger market
activity is broad-based.

60 1

— We created a diffusion index to
highlight the share of markets that are
expanding or contracting. A value
higher than zero shows that on balance,
more markets are seeing positive rather
than negative absorption trends.

— The Q1 diffusion index turned to -0.05,
with 33 markets showing negative net
absorption. However, Q1in general
tends to be slower than other quarters.
The Q12025 diffusion index is the
highest Q1 since 2021.

0 -0.8
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

B Count of Markets with Positive Net Absorption == Diffusion Index

Source: CBRE Econometric Advisors
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Where office conversions/redevelopment make the most sense

— If we define a zombie building as one Top 20 Markets with Highest Count of Zombie Buildings
that has been more than 50% vacant for
the past 2 years, we see more than 1,400 1 100
“zombie” buildings (roughly 165 MSF) 12 90
across the 64 markets we track. (Note 80
that we exclude those that were built 10 70
after 2020). 8 I 60
— Washington, D.C. has most of those 50
zombie buildings in terms of both square 6 40
footage and count (89 buildings over 12 4 30
MSF). 20
— Most markets saw more of these zombie 2 10
buildings in the suburbs, with Seattle as 0 0
e fone e.Xc:eptlon. O*Qo \orbgo (\\'@Qb \éo‘\ QQ} i 9\'00 ({\o«b *0‘§<§ O%\’b% 0\600 Q}QK\\Q Q)d\é Q’&o z&é oQ’(.\\.\. @'5&@ \\.'b&'b é“o{& e‘ég\ 'é‘o&
— These buildings offer redevelopment DO DIN S S AN <<<a° & & é@@ AR U SO Q;g’\‘
. .. . $ o ¢ <& > o
and conversion opportunities with the $®$ 4 N @é
right basis. cﬁ'&

B Downtown (MSF, LHS) B Suburban (MSF, LHS) Building Count (RHS)

Source: CBRE Econometric Advisors, Q12025
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Supply is decreasing rapidly across most markets

— Office construction is decelerating

across most markets. Presently, no U.S.

office markets have more than 3 MSF
underway.

— The construction slowdown is very
noticeable in large, mature office
markets. Rising cap rates equate to a
steep discount to replacement costs in
these expensive-to-build cities. This
renders ground-up development even
more unattractive to capital markets.

— A key outlier is Miami, whose office
market has travelled in a different orbit

from the broader U.S. trend since 2020.
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Completions During the PAST Two Years
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Soft fundamentals mean effective rents continue to struggle

— With office vacancy near its cyclical Rent Levels Relative to Scarcity in the Space Market
peak landlords continue to have little Rent / SF (USD) Vacancy Rate Relative to the Long-term Average (ppts)
leverage to push effective rents. 840 8
Although asking rents might remain I
heightened, landlords are offering 6
generous incentives to stimulate $35
occupancy. 4
— Asking rents dropped slightly during $30 |‘||| |||||““‘“ )
2020 and 2021 but are now 1.7% higher
than Q12020 levels. However, effective 825 1 . _II IIII“lIn__ JH”“ “ll o
rents are down nearly 8.3% from pre- I IIIIIIIIIIII ""I"II“III“"""I [
pandemic levels. The EA Effective Rent : )
series takes T, free rent, rent 520 |
escalation and a discount rate into : Forecast &)
account. $15 i
I ®)
I
$10 e ®
2000 2003 2006 2009 2013 2016 2019 2022 2026 2029
I \/acancy Rate Less Long-term Average, RHA ==Rent Level, LHA

Source: CBRE Econometric Advisors
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Private investors continued to invest in office properties despite record high vacancy

— The orange trend line reflects a negative
relationship between office vacancy and
the number of assets trading, per MSCI
Real Capital Analytics, during 2002-2020.

— During 2007 and 2015-"18—periods when
office fundamentals were tight and capital
markets accommodative—trading volume
was noticeably high. Conversely, the early
2000s and years immediately following the
GFC were marked by weaker occupier and
investment markets.

— The post-COVID era is proving to
completely break this historic precedent.
Despite vacancy increasing to historic
levels during 2021-"22, ultra-low interest
rates bolstered sales volume to new
heights. This boom was brought about by a
surge in private buyers purchasing smaller
assets. These were easier to finance and
had better occupier fundamentals than
larger, ‘institutional’ assets.
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Vacancy Rate Vs. Number of Office Sales (Four-Quarter Sum); Color Denotes the Year
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Private investors are the most active buyers

— Private investors acquired more than
$30 billion worth of office assets in 2024,
far higher than what institutional
investors bought ($11.5 billion).

— About 47% of the office transactions
were from private investors, although
that has dropped from its peak of 58% in
2023. In fact, private investors have been
net buyers of office properties since Q1
2022.

— An analysis from CBRE EA found that
the most common type of office trade
since 2020 has been between two
private investors. This is substantially
different from 2003 to 2019 where
institutional to institutional was the most
common.

— Since 2016, private investors have
outpaced institutional investors. 2024
appears to represent an inversion in this
trend as institutions began to
investigate office opportunities.
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It is fair to say “there’s a shortage of retail space”

— The combination of consistent

% SF, millions
spending and extremely limited 14 I 40
construction activity equates to a 1
shortage of retail space. I

12 I 30

— Market fundamer}tals are so t'lght th.at : Forecast
the string of retail bankruptcies during 10 I 20
the past year are unlikely to be a |
material threat to space market health. Il 1
Retailers who have been searching for 8 | | / ‘ | I 10
well located spaces will welcome new ' ||||r..> A
vacancies. 6 iy 1 -
— Moving forward, we expect the :
relationship between supply and 4 i o
demand to be more closely aligned as I
the pace of retail spending slows. 2 : (20)
However, the market is currently well |
positioned to absorb a weaker 0 ! (30)
consumer relative to previous cycles. 2000 2003 2006 2009 2013 2016 2019 2022 2026 2029
mm Completions, RHA mmm Net Absorption, RHA ==\/acancy Rate, LHA

Source: CBRE Econometric Advisors Q12025
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Low vacancy levels will keep rents on an upward trajectory

— The continuing dearth of retail Rent Levels Relative to Space Scarcity
deveIOpment’ exacerbated by the Rent / SF (USD) Availability Rate Relative to the Long-term Average (ppts)
pandemic, has translated into the
ability of retail landlords to more 800 0

efficiently convert greater consumer 3.0

28.0
spending in rental growth. Forecast
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Space opens in tightest markets

— Most markets’ availability rates have Top and Bottom Markets for Availability Rate (%)
stalled in recent quarters as the national 9
retail picture approaches equilibrium,
and the economy cools overall. 8 . -
— Occupiers, after practicing patience, are 7
finally able to breathe again in the 6
tightest retail markets.
— Of course, the threat of tariffs looming °
and recent retailer bankruptcies may 4
pause higher leveraged retailers from 3
expansion - keeping availability elevated
in even the most desirable markets. 2
1
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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 NCS 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 appetite dipped below its average
for the first time since the pandemic
recovery. We expect a similarly balanced
relationship moving forward as available
space remains at historically low levels
and clarity returns.

CBRE ECONOMETRIC ADVISORS

EA’s Occupier Appetite Index: Standardized Net Absorption vs. Deliveries
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Where retail dollars are spent is shi

ting

— After inflecting in 2022, suburban retail Total Retail: Downtown and Suburban Availability
availability is now comfortably below 10
that of downtowns. To date, the gap 270
continues to widen. 9
— With the rise of remote work, workers 220
began spending more money closer to 8
home, forging new and lasting shopping 170
habits. Retailers took notice. 7 10
— It's too soon to count downtowns out. 6 m
With office fundamentals beginning to 70
stabilize, it is likely spending in core 5 |III| II||III I II
business districts is poised to turn a I I I Il_ 20
corner. Our recent analysis suggests a 4 "IIIII 0
symbiotic relationship between retail
and Prime offices (see page 61). 3 -80
2 -130

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

mmm BPS Difference (R)

Source: CBRE Econometric Advisors, Q12025
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Retail adjacent to prime offices should outperform

- To achieve a clearer picture of how retail is
performing in urban settings, we looked at a more
granular district level. Retail districts were created
by analyzing hexagons across 19 cities. The graphic
to the right compares rent growth in each district
with that of the broader market. These unique
trends were created by regression analysis that
anchored each trend line to zero.

- The best performing districts are those that
have a mix of retail with prime/trophy office
buildings—exactly the type of office buildings that
are maintaining occupancy in today’s market. With
the help of relatively good day time business traffic,
‘Prime Business’ showed the strongest performance
(in rent growth terms).

- ‘Prime Business’ unexpectedly bested ‘Vibrant
Mixed-Use’ districts—or clusters of urban
residential, entertainment, street retail, and prime
office. This outperformance is mainly due to rent
levels in Vibrant Mixed-Use already sporting a 74%
premium.

- ‘Non-Prime Business’ districts, or commercial
places with no prime office space, outperformed the
market, mainly because of limited available space.
Because many of these districts are adjacent to
suburban office parks they likely benefit from a
suburban tilt in spending.

- Commodity mixed-use districts that lack vibrancy
and daytime traffic are trailing the broader market.
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District vs. Overall Market Retail Rent Growth by Five-Year CAGR
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