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ARE YOU READY FOR THE NEXT UP-CYCLE?

In late November, we can make up the balance for 2024. Geopolitical uncertainty remains top of mind with many
investors. Armed conflicts in Ukraine and the Middle East have further escalated and are not showing any signs of
resolution, as shown in the chart. Despite these uncertainties, central banks have started to cut interest rates since
inflation has been brought back to their target level. Inflation might become a concern again if newly elected
governments take policy actions on promised immigration restriction and trade barriers. In the meantime, Germany
remains in a shallow recession even if a broader Europe-wide recession has been avoided. Bond and stock markets
have rebounded as some of the expected rate cuts have already materialised. The key question for our 2025 European
Outlook is “As investors consider various macro scenarios and deal with legacy pain from the recent down-cycle - is it

time to get ready for the next up-cycle?”

POLITICAL UNCERTAINTY PER CATEGORY OF THREAT BASED ON UK & US MEDIA MENTIONS & GERMAN GOVERNMENT BOND YIELD
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Sources: AEW Research & Strategy, FRED and Matteo locoviello, as of Q3 2024

Please note that there is no assurance that any prediction, projection or forecast contained in this report will be realised.
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GREEN LIGHT FOR EUROPEAN PROPERTY, ESPECIALLY PRIME OFFICES

= Central banks began their widely expected rate cuts early H2 2024 as inflation was pushed below their targets.
Despite Germany remaining in recession, our modest 20-country GDP growth forecast is unchanged. Our
average government bond yield is forecast to decline to 3.0% by 2029 from 3.2% at Q3 2024.

= Eurozone borrowing costs are expected to reduce marginally to 3.6% by Q4 2025 from 3.8% in Q3 2024. At 5.2%,
prime cross-sector Eurozone property yields are already making debt accretive to equity investors. This is also
true for the UK but to a lesser extent, as UK swap rates and margins remain higher than in the Eurozone.

= Our latest base case forecast shows prime rental growth unchanged from our March 2024 forecasts at 2.1% p.a.
for 2025-29. Prime office rental growth tops all sectors at 2.6% p.a. edging above residential and logistics.
Increasing secondary office vacancy rates demonstrate continued bifurcation with prime.

= Reflecting more supportive fundamentals, the Q2 2024 IPE Real Assets Expectations Indicator survey showed
the strongest improvement in sentiment since 2013, with both residential and industrial performing best overall.
While offices and retail sentiment have been trailing behind, both have improved significantly.

= The projected 2024 and 2025 European transaction volumes of €170bn and €200bn are ahead of 2023's
€150Dbn, as bid-ask spreads narrow, with low volumes driven by value declines in offices and other core sectors.
Alternatives sectors have expanded their share and stand at a record 18% of 2024 YTD volumes.

= With bond yields projected to come in, prime office yields are forecast to tighten most at 70 bps over the next
five years, followed by logistics and shopping centres both at 40 bps with prime residential and high street retail
coming in by 30 bps and 20 bps respectively.

= Our base case projected rents and yields result in a 9.2% p.a. (2025-29) return across all sectors. However, if
recent concerns for higher inflation and slower and fewer policy rate cuts materialise in the long term, our
downside scenario quantifies the impact of these risks and still shows a total return of 8.6% p.a.

= Offices offer the highest returns of all prime sectors at 10.9% p.a. over the next five years on the back of
repricing, improved projected rental growth and yield tightening, with France projected to outperform with an
average total return of 10.3% p.a.

= For the first time, AEW also forecasts secondary rent and yield comparisons across our 39 covered sectors, with
returns projected at 9.7% p.a. and 9.1% p.a. for prime and secondary respectively. However, secondary returns
offer more income certainty with a yield of 6.7% while prime returns rely more on capital growth.

= These seemingly optimistic forecasted returns are in line with the actual recovery of capital values post global
financial crisis (GFC). After a similar, two years downturn it took 7-years to return to pre-GFC levels. Our current
base case projects capital values to return to their Q2 2022 level only after 7.5 years, by Q4 2029.

= Further positive momentum on the refinancing challenge with our estimated €86bn debt funding gap (DFG) for
2025-27 down from the €99bn forecast for 2024-26. As a share of loan originations, the DFG is now 13% for the
next three years, down from 17%, with German and office-backed loans making up the largest share.

= Qur relative value analysis presents another green light for investors, with 92% of covered European markets
classified as attractive or neutral. This is based on a 9.0% p.a. average expected rate of return and an increased
7.3% p.a. required rate of return, offering a 170 bps positive excess spread across all 168 markets.

EUROPEAN AVERAGE PRIME CAPITAL VALUE INDEX (2007Q3 & 2022Q2=0, GFC VS. CURRENT CYCLE) - 154 MARKETS
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Sources: AEW Research & Strategy and CBRE as of Q3 2024
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ECONOMIC BACKDROP - CENTRAL BANK RATE CUTS TO PROVIDE SUPPORT

MODEST MULTI-SPEED GDP RECOVERY PROJECTED EUROPEAN GDP GROWTH RATE (EUROPEAN AVERAGE ACROSS 20 COUNTRIES, % PA)

= Inits latest update, Oxford Economics forecasts for our 20-country 8%
average GDP to grow by 0.8% in 2024 and 1.1% in 2025.

= This reflects a modest downgrade mostly based on disappointing
German growth. Europe’s largest economy remained in recession 4%
after posting negative GDP growth in H1 2024. 2% /-\

= A modest, multi-speed economic recovery for 2025 is projected s
as German GDP growth is forecast at 0.5% for 2025, followed by 0%
France at 1.0% and the UK at 1.5%. 2%

= This growth differential can be explained by different
vulnerabilities to the armed conflicts in Ukraine and the Middle
East as well as monetary policies targeting inflation until recently. 6%

= As before, our downside scenario reflects lower GDP growth that
could be a result of an unexpected increase in inflation forcing
central banks to reverse recent rate cuts.

= In contrast, our upside scenario assumes that GDP growth steps Mar-24 Base case e Sep-24 Downside
up and inflation remains below central banks’ target levels.

= The probability of our base case scenario is negatively impacted
by the elevated levels of geopolitical uncertainty.

6%

-4%

-8%
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

e Sep-24 Upside Sep-24 Base case
Sources: Oxford Economics and AEW Research & Strategy as of 03 2024

0,
RATE CUTS STARTED AS INFLATION HAS COME DOWN EUROZONE & UK INFLATION, ECB & BOE POLICY RATES (% P.A.)
= Eurozone (EZ) headline inflation came in below the target at 1.8% 6 i 12
y/y in Sep-24 with the UK expected to trail. However, UK CPl came !
down even more at 1.7% that month, down from 2.2% in August.
= Oxford Economics (OE) projects EZ inflation to decline by the end

O’ 8
of 2025 to 1.6% - well below the ECB target inflation rate of 2.0%. ' 6
= As a result of lower inflation and weak growth, the ECB cut its ; 4
main policy rate from 4.00% to 3.25% since June. Further cuts are i )
projected to bring the policy rate at 2.00% by year-end 2025. TR !
—— } 0
1

Now o

—_

= UK inflation was projected to stay higher at 2.4% in 2025 than in 0
the Eurozone, but since it came down more than expected in 1
August this is likely to be adjusted downward. 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

= After cutting interest rates in August and November, the BOE is
expected to make further cuts in 2025-27. ===—EZPolicy Rate === UK Policy Rate

= Investors trading 10-year government bonds typically price in EZ Inflation (rhs) UK Inflation (rhs)
these anticipated declines in central bank policy rates. Sources: Oxford Economics and AEW Research & Strategy as of Q3 2024

10YR GOVERNMENT BOND YIELDS (EUROPEAN AVERAGE ACROSS 20 COUNTRIES, %)
GOVERNMENT BOND YIELDS PROJECTED TO TIGHTEN FURTHER 5

= As a result of lower inflation and expected central bank rate cuts, 4
government bond yields are also expected to come in. \/\
= QOur 20-country European average 10-year government bond yield /

is expected to slowly tighten in by 50 bps to 3.0% over the next five
years from its 3.5% peak of year-end 2023.

= Thisis slightly higher than the 2.9% expected in Mar-24, but close to 2
the 3.4% pre-pandemic 20-year average.

= In our downside scenario, government bond yields are expected to
peak at 4.0% bps in 2026. In the upside scenario, a 2.1% bottom
level is assumed for 2026 returning to 2.7% in 2029.

= Given the high historical correlation between government bond 0
yields and 5-year swap rates, lower bond yields have a positive
impact on real estate investors’ costs of borrowing.

= Eurozone borrowing costs are now expected to come down to 3.6%
by Q4 2025 while UK all-in borrowing costs are forecast to come
down to 5.4% in Q4 2025. e Sep-24 Upside Sep-24 Base case

AEW Sources: Oxford Economics and AEW Research & Strategy as of Q3 2024
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BACKDROP - MIXED SIGNALS FROM PUBLIC & PRIVATE MARKETS

INDUSTRIAL OUTPUT AND RETAIL SALES REBOUND INDUSTRIAL OUTPUT INDEX AND RETAIL SALES GROWTH
= Although Oxford Economics downgraded its Eurozone GDP growth 10%

forecast for 2025 to 1.1%, their forecasts imply that economic 8%

activity will improve in the coming years. 6%
= Leading indicators suggest we are near a turning point and cyclical 4%

and structural tailwinds are expected to take over. 2%
= As a result, industrial output growth across the Eurozone should m
. L 0%
gain momentum again in 2025-26.
= Retail sales projections suggest consumer spending will also
gradually recover in 2025-26 as real income growth will pick up

2%
-4%

with inflation now firmly under control. 6%
= At around 2% p.a. industrial output and retail sales growth -8%
projected for 2027-29 is back to pre-pandemic levels. 10%
= These intermediate drivers will be supporting fundamental factors 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

of both logistics and retailer occupier demand. )
@ [ndustrial production index =~ === Retail sales, volume index

Sources: Oxford Economics, AEW Research & Strategy as of 03 2024
EUROPEAN REITS REBOUND LEADS PRIVATE MARKET RECOVERY

COMPARISON OF PUBLIC & PRIVATE MARKET PRICE & VALUATION INDICES (Q1

=  European REITs led private real estate value indices down as the
P P Y 2021=100)

repriced sharply from their peak at year-end 2021 when inflation
started increasing rapidly and rate hikes were expected. 120
= Qver a two-year period, REIT prices came down 40% as concerns

on debt levels and costs as well as sector specific concerns on 10

offices impacted public market sentiment. 100
= After a three-quarter delay, private market indices from CBRE

prime capital values and INREV asset level index based on 90

appraised values also peaked and then declined by 20% and 17% 80

respectively.
= Since mid-year 2023, REITs have rebounded by 22% while the 70
two private real estate value indices stabilised (INREV) or showed

marginal improvements (CBRE). 60 _ r b = e m o h = = e = m = e

A : , TR 3 L ETS ET N8 ESTE

= This rebound for REITs should prove supportive for Europe’s non- S 2535282828833 8R3%
listed real estate investors as REITs compete for acquisitions. NN NN N oS N ™ N ™ N
e [ PRA price index == INREV asset-level valuation index

= Bond and equity issuance by European REITs has grown in 2024
from a very low base providing them with more capacity.

e CBRE prime capital value index

Sources: CBRE, INREV, EPRA, and AEW Research & Strategy as of Q3 2024
NEGATIVE NET FLOWS FOR RETAIL INVESTOR PROPERTY FUNDS REMAIN

- Despite the positive signals from the public markets, private real  NET FLOWS INTO OPEN-ENDED RETAIL INVESTOR PROPERTY FUNDS (€ bn)

estate fund liquidity has remained challenging, while liquidity
remains key to kick-start any future recovery in property values.

= Open-ended property funds have experienced high levels of
redemptions since the rise in interest rates in 2022.

= |nstitutional fund data is unavailable and therefore we focus on 0
public data on open-ended funds targeting retail investors.
= UK open-ended funds stand out, as net flows have been negative I I
I -l
_— - - -

20

15

(S

since 2020, unlike in France and Germany where inflows were
very strong post-Covid before the rise in interest rates.
Cross-country comparisons remain challenging however due to
differences, notably in terms of fiscal incentives & fee structures.
Across Europe, net flows reduced significantly in 2023 and
turned negative as a result of deteriorating performance, forcing
some open-ended funds to gate and delay redemptions. W UK ®Germany M France
These retail investor-focused funds represent around 30% of the

volumes invested in France and 20% in Germany.

2020 2021 2022 2023 H12024

Sources: AEW Research & Strategy, The Investment Association, Destatis, ASPIM as of Q3
2024
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OCCUPIER MARKET OVERVIEW - MODEST VACANCY RATES SUPPORT RENTAL GROWTH
INCREASING OFFICE VACANCY RATE BUCKS THE TREND

Vacancy rates across European property sectors have been
trending down since Covid, except for offices.

Vacancy rates across property sectors are tracked with the INREV
Asset Level Index (ALI) data as it shows performance of institutional
investors’ real estate portfolios since 2014.

At 9%, offices show the highest vacancy rate after excluding assets
under (re-)development. Offices shows the largest and most
enduring vacancy increase since the Covid pandemic.

Pre-Covid office vacancy was at 5% at the end of 2019 while it is
worth noting that office vacancy was near 12% back in 2014.

Retail vacancy appears low at 3% but this is most likely reflective of
the ALI high quality of assets reported by institutional investors.
Residential vacancy is equally low at 3% but recorded an increase
during Covid lockdowns as tenants moved out.

The INREV logistics vacancy rate is the lowest across our sectors at
2% after steadily decreasing since the start of the Index in 2014.

LOGISTICS VACANCY PROJECTED TO COME DOWN FROM 5% PEAK

European logistics net absorption in 2024 came in at around 18
million sgm, nearly half the record 2021 25 million sgm level.

Peak net absorption levels of 2021-22 were driven by the surge of e-
commerce activity during the pandemic, which has normalised.
Developers responded to this increased 2021-22 demand with
more supply, which is now subsiding as profitability is challenged
by lower capital values and higher construction, labour and
financing costs.

The net effect of increasing supply and lower demand has pushed
the average European logistics vacancy rate to a new peak of 5% as
of year-end 2024, up from its record low of 2.5% in 2022.

Going forward, new supply and demand are projected to be more
balanced, which means that the CBRE logistics market vacancy rate
is projected to come down gradually to 3.6% by 2029.

This should prove to be positive factor for future rental growth
across the core European logistics markets.

2024 1S PROJECTED TO BE PEAK FOR OFFICE VACANCY RATES

As a result of remote working, office demand has decreased post-
Covid. Many occupiers are renting smaller and higher quality
spaces in fewer but more centrally located offices.

Vacancy rates increased by 285 bps compared to pre-Covid 2019
levels to 8.7%, just ahead of the average since 2000 of 8%.
Average office vacancy rate across the 40 European markets
covered is expected to reach 8.7% as of year-end 2024.

However, going forward vacancy is projected to come down from
this recent peak by 190 bps to 6.8% as per year-end 2029.

The recovery is driven by net absorption, combined with lower
supply growth from 2025 and conversion of obsolete buildings.
Bifurcation of the European office market has increased post-
Covid. This is illustrated by higher vacancy rates in peripheral
submarkets, like London Docklands and Paris Péri-Défense.
Remaining concerns from investor focus on remote working even
though more occupiers are starting to insist workers to return.

VACANCY RATES PER SECTOR BASED ON THE INREV ASSET LEVEL INDEX (%, 4-
QUARTER MOVING AVERAGE) - STABILISED ASSETS ONLY
12%
10%
8%
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Sources: INREV, AEW Research & Strategy as of 02 2024

LOGISTICS NET ABSORPTION, STOCK GROWTH AND VACANCY RATES IN EUROPE*, % OF

STOCK
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m Net absorption (LHS) i Stock growth (LHS)

e Vacancy rate (RHS)

* Germany, France, UK, Poland, Netherlands, Czech Rep., Italy, Spain, Belgium
** Net absorption = change in occupied stock
Sources: CBRE, AEW Research & Strategy as of Q3 2024

OFFICE NET ABSORPTION, STOCK GROWTH AND VACANCY RATE, % OF STOCK -
AVERAGE OF 41 EUROPEAN MARKETS
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MARKET OVERVIEW - HIGHEST RENTAL GROWTH FOR PRIME OFFICES & RESIDENTIAL

HIGH QUALITY RETAIL SUB-SECTORS HAVE LOW VACANCY

= Qver the past decade, retail has suffered from lower retailers’ space
demand triggered by the growth in online sales. Also, more recently
inflation has also impacted on consumers’ purchasing power.

= Despite these challenges, INREV Asset Level Index (ALI) data shows
that vacancy rates across retail sub-sectors currently stand between
3% and 6% - excluding supermarkets at near 0% vacancy.

= Since 2014, reported vacancy rates have remained relatively low
with only minor increases during the 2020-21 Covid period.

= These low levels of vacancy are unlikely to reflect the overall retail
market, since the ALI reports on over 1,000 high quality institutional
assets, mostly in the Netherlands and the UK.

= The vacancy rate for shopping centers has increased since 2023
from 4% to 6% as the result of national retailers having to reduce their
footprint and retaining space only in the most profitable locations.

= Based on the ALI data, the spike in the vacancy rate in high street
retail to over 6% during Covid was short-lived.

= Retail park vacancy is more volatile due to a small sample size.

STRONGER DEMAND FOR RENTAL HOUSING DUE TO HIGH MORTGAGE RATES

= Despite low population growth, positive household formation has
driven demand for housing, especially in Europe’s cities.

= As a result, the long-standing shortage of housing has further
intensified as home ownership has become less affordable due to
higher mortgage rates and a drop in mortgage lending. In turn, this
has pushed up the demand for rental housing.

= This trend is illustrated by the breakdown between owning and
renting on the chart, which is highly tilted towards renting in 2022
and 2023 when the European mortgage rate more than doubled.

= Despite this disruptive increase from 1.5% in 2021 to 3.6% in 2023,
mortgage rates are projected to stabilize around 3.4% across the five
Eurozone countries and UK.

= Lower rates are expected to trigger a gradual rebound in European
homeownership from 2025. However, it is still projected to remain
lower than its historic average and below 65%.

= As a result, greater demand for rental housing will be supportive of
rental growth across most European markets.

PRIME OFFICES COMES TOP, BEATING BEDS & SHEDS

= Across sectors, prime rental growth is projected at 2.1% p.a. for
2025-28 in our base case scenario, unchanged from March 2024.

= In our downside scenario, rental growth across all sectors comes in
at 1.8% p.a. while the upside is projected at 2.6% p.a. for the same
2025-29 period.

= Despite the unchanged base case all sector projection, there are
some significant changes in the ranking.

= At 2.6% p.a. prime offices take top spot for 2025-29 forecasted
rental growth, ahead of residential (2.5%) and logistics (2.3%).

= Both shopping centres and high street retail are expected to have
below average 2025-29 rental growth of 1.3% p.a.

= In particular for offices, it is important to note that our forecasts
focus on prime rents only. Rents for many secondary quality assets
have been under pressure and might struggle to record growth.

= Investors are also increasingly pricing the challenging rental and
operational outlook for non-prime assets.

VACANCY RATES BY RETAIL SEGMENTS BASED ON THE INREV ASSET LEVEL INDEX (%,
4-QUARTER MOVING AVERAGE) - STABILISED ASSETS ONLY
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Sources: INREV and AEW Research & Strategy as of 02 2024

HOUSEHOLD FORMATION GROWTH (‘000) WITH BREAKDOWN BETWEEN OWNERS &
RENTERS & EUROPE AVERAGE MORTGAGE RATE (%, RHS)
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Sources: Oxford Economics, Green Street, AEW Research & Strategy, as of Q2 2024

EUROPEAN AVERAGE PRIME RENTAL GROWTH BY PROPERTY TYPE OVER THE
NEXT 5 YEARS (2025-29, % PA)
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Sources: CBRE and AEW Research & Strategy as of Q3 2024
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CURRENT EUROPEAN CRE DEBT MARKET TRENDS

DEBT HAS BECOME ACCRETIVE AGAIN UK & EUROPE (EXCL. UK) PRIME PROPERTY YIELDS COMPARED TO EURO & GBP ALL-IN

BORROWING COSTS (PA %)
= Based on the latest data, CRE borrowing costs are projected to 8

decline as well, albeit not to pre-2022 levels.
= Eurozone CRE borrowing costs are expected to moderately come !
down to 3.6% by Q4 2025, from 3.8% in Q3 2024. 6 —
= The UK swap rates remain higher, and UK all-in borrowing costs are 5
forecast to come down from 5.7% in Q3 2024 t0 5.4% in Q4 2025.
= UK all-in borrowing costs are 170 bps above the Eurozone's since 4
UK margins are 40 bps higher and UK swap rates 130 bps higher. 3
= Cross-sector prime yields in the Eurozone and UK are forecast to be 2
at 5.1% and 6.1% by year-end 2025, respectively.
= Based on these data, CRE debt is accretive to equity investors. 1
= The projected 150 bps spread between the Eurozone’s prime 0
yields and borrowing costs for year-end 2025 is more attractive AN IIFTIILTISR
than the UK’s spread of 70 bps. & E53285328538853¢82:%
= |t seems reasonable to expect this more favourable lending UK £U UK Prime Property Yield === EU Prime Property Yield

environment to boost transaction volumes.

Sources: AEW Research & Strategy, OE, CBRE & Chatham Financial as of 3 2024
INCREASING SECTOR LOAN MARGIN DIVERGENCE

SECTORAL LOAN MARGINS FOR CORE EUROPE (FRANCE, GERMANY & NETHERLANDS)
= After Q4 2022, margins, which had been relatively homogeneous  2:2%
between sectors, started to diverge, as lenders tightened
residential and logistics margins, while office margins widened. 2.0%
= Q2 2024 loan margins for core Europe (France, Germany & the

Netherlands) stand at 212 bps, 162 bps, and 140 bps for the office, 1.8%
logistics, and residential sectors, respectively. 6%
= Chatham Financial’'s data is based on loan origination records ’
sourced from its debt and hedging advisory business and filters for 14%
senior loans with LTVs at around 50%.
= After the initial Q1 2020 Covid shock, margins settled back down 12%

to their pre-Covid Q4 2019 levels over the subsequent two years.

= Only as inflation subsided in 2024 did lenders accept logisticsand 1 g9
residential loan margins to return to below Covid peaks. Concerns
on office fundamentals with lenders kept margins wide.

= Despite more normal margins, many investors and lenders are === Logistics === Residential e (ffice
occupied with the remaining challenges of refinancing legacy  Sources: AEW Research & Strategy & Chatham Financial as of Q3 2024
debt positions, as quantified in our debt funding gap (DFG).
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STEP-BY-STEP ESTIMATION OF THE DEBT FUNDING GAP FOR 2022 LOANS SECURED

BY FRANCE OFFICE TRANSACTIONS IN EUR BN (DARK BLUE = DEBT, LIGHT BLUE =
VINTAGE SPECIFIC LOAN MATURITIES SPREAD DFG OVER TIME EQUITY, ORANGE = VALUE DECLINE, GREEN = ASSET VALUE, RED = DFG)

= New data has allowed us to expand and update our DFG €20
methodology. To illustrate this, we provide the example of 2022 ¢1s 3
French office acquisitions and their funding as follows:
v' Investors acquired EUR 18bn of French offices in 2022. ~ ~°~ & |
v These deals were financed using different loan terms, 30% of loans €14 08¢
are assumed at 3-years, 50% at 5-years and 20% for 7-years as
shown in the left stacked bar. oovr 1oan [14¢
v 65% LTV is assumed across all three loan maturities. €10 ™ maturity -
v' The chart focuses next on the 5-year (EUR 6bn) loans and its ¢g
projected -9% value decline (EUR 0.8bn) at maturity in 2027.
v" New debt volume is estimated at EUR 4.6bn or 55% LTV of the EUR
8.4bn new collateral value and DFG for 5-year loans is estimated at €4

7-yr loan BBERE
maturity

€16

€12

N

€6

A

EURT.4bn (EUR 6.0 bn- EUR 4.6bn) in 2027 in red 62 *"’% - maturty %

v" DFGs of EUR 1.1bn in 2025 for 3-year loans and EUR 0.4bn 2029 for //ﬁ
7-year loans are calculated similarly and shown in shaded red. €0 Purch:s; conital e N ¢ Newdest 20221 20221 20221

v The cumulative DFG for 2022 French office financings is therefore Price 2022 at change 2022 vaue 2027 avalale 2027 arighation _ orignatin _ orgiation
EUR 2.9bn and spread over 2025, 2027 and 2029. 65%LTV  to2027 at55%LTV  DFG2025  DFG2027  DFG 2029

Source: AEW Research & Strateqy as Q3 2024
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DEBT FUNDING GAP & PROJECTED CRE LOAN LOSS UPDATE

€86BN EUROPEAN DFG FOR 2025-27 ESTIMATED EUROPEAN DEBT FUNDING GAP BY LOAN MATURITY IN EUR BN

= Based on our updated methodology, we estimate a €86bn debt
funding gap (DFG) for the next three years (2025-27). This is a
reduction from the €99bn DFG we estimated in Apr-23 for 2024-26.
= This reduction is driven largely by pushing the period out by one 40
year, especially as 2024 is nearly done and has a large DFG.
= Based on input from market experts, it is now assumed that 25% of 30
loans maturing in both 2023 and 2024 will be extended by two
years. This has pushed the 2025 and 2026 DFG up. 20
= These extensions allow loans to benefit from projected capital
value improvements and are accounted for in our DFG estimate.
= Across the 2025-27 period, 5-year loan maturities constitute more
than half of the DFG in the next three years at €44bn. . [ -
= Furthermore, 3-year and 7-year loan maturities constitute €20bn 0
and €22bn, respectively. 2025 2026 2027 2028 2029 2030
= After 2027, our DFG consists exclusively of 7-year loans originated
in 2021-23. This could increase on account of shorter-term loans
originating after 2023, if capital values recover less than projected. Source: AEW Research & Strategy as of 03 2024

50

W 3years M5years M7 years

13% RELATIVE DFG DOWN FROM 17%, WHILE GERMANY REMAINS TOP
DEBT FUNDING GAP FOR 2025-27 BY COUNTRY ACROSS SECTORS IN % OF LOAN

= The DFG can also be expressed as a percentage of the initial loan ORIGINATION
volumes, which shows both sectors and countries with the most 20%
severe refinancing problems. |
= Based on our new DFG methodology, the relative DFG across 15%
Europe has come down to 13% of loan origination for the next
three years (2025-27) from 17% for 2024-26 in April. 10% I
= Germany continues to rank top with a €31bn DFG representing
19% of all 2016-23 loan originations. This is the highest share of I
loans affected across all 20 countries covered. 0%
= France’s DFG is estimated at €17bn which represents 18% of &
originated loans.
= [talian and Spanish figures are just below the average, at 12%. ¥ _@
= As before, the UK is on the lower end with a DFG of just €10bn, or
6% of original loan volumes.
« Across all countries, offices constitute the largest share of the M Apartment ™ Hotel M Industrial m Office = Retail ™ Seniors Housing & Care
DFG due to the larger volume of office transactions.
= The German residential-linked DFG is larger than elsewhere in Source: AEW Research & Strategy as of 03 2024
Europe, due the sector’s large share in German deal volumes.

5%

ESTIMATED LOSS PER COUNTRY & SUB-REGION, % OF ORIGINAL 2016-2023 LOAN
ESTIMATED LOSSES ON GERMAN LOANS RANK TOP ORIGINATION FOR EACH INDIVIDUAL COUNTRY OR SUB-REGION

= Based on our analysis, 7.1% of CRE loans are estimated to default
at maturity and losses for the 2016-23 vintages come in at 1.8%.

= Qur estimate assumes that loan originations in a specific vintage
and maturity segment default, if the LTV at refi is above 75%.

= Furthermore, we assume an enforcement-related cost of 25% of
the estimated collateral value at the enforced sale, leaving 75% of
proceeds to be recovered by the lender to cover its position.

= Qur estimated loan losses are concentrated in the office and retail ~ 20% 8%
sectors, which suffered the largest repricing since 2016.
= Qur latest 1.8% loss estimate is well below both 2.3% historical
actual European CMBS losses and our previous estimate of 2.5%. 1.0%
= Looking at the geographic breakdown, estimated losses for
German collateral-backed loans in the 2016-23 loan vintages
stand at 3.1% - notably higher than the overall 1.8% average.

0.0%
= Based on the latest available data on European banks’ reserves, Germany France  Nordics Average  Other  Bemelux Southern United

they seem sufficient to absorb these projected CRE losses. Europe  Kingdom
Source: AEW Research & Strategy as of 03 2024

4.0%

3.0%
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MARKET OUTLOOK - IMPROVED SENTIMENT STARTING TO LIFT VOLUMES

BEDS & SHEDS LEAD STRONGEST QUARTERLY IMPROVEMENT IN SENTIMENT  CAPITAL VALUE EXPECTATIONS SENTIMENT BY PROPERTY TYPE, (NET %, UK, DE, FR)

Q2 2024 shows the strongest all sector improvement in European 100
managers’ sentiment since 2013 based on the Q2 2024 IPE Real 80
Assets Expectations Indicator survey. 60
The improvement in manager sentiment across all four sectors has 40
picked up momentum since Q4 2022, with the biggest positive

quarterly change for both residential and industrial. 20
Manager sentiment for offices and retail are trailing behind but are 0
also improving significantly. -20
Our chart shows the net percentage (%) calculated as the difference -40
between the share of real estate managers who believe property -60
values would increase vs decrease over the next 12 months. -80
Based on this, a value of 0 would indicate a neutral sentiment on the 100

sector’s performance over the next 12 months.

Past changes in managers sentiment can be tied to actual
transaction volumes across European markets. Based on this === Residential ~e====Industrial == (ffice Retail
improved sentiment, we expect 2025 volumes to recover.

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Sources: IPE and AEW Research & Strategy as of 3 2024

DEAL VOLUMES STARTING TO PICK UP AS SENTIMENT IMPROVES EUROPEAN INVESTMENT VOLUMES BY PROPERTY TYPE (€BN) - ACTUALS & PROJECTIONS(*)
= Based on Q3 2024 year-to-date volumes of €114bn, we expect full 400
year 2024 to come in at €170bn and 2025 at €200bn. This is ahead 350

of 2023 €150bn transaction volumes across property types.

This confirms that improved sentiment is pushing buyers and 300
sellers to narrow their pricing expectations. 250 i
Regardless, bid-ask spreads remain high, especially for offices 200 I
despite steeper and faster value declines. 50

Transactions proceed at reduced prices compared to many sellers’
original reserve price expectations, as lenders push for 100
refinancings, and fund investors seek redemptions.

Given that 2024 was better for stocks and bonds than property, we
expect a continued reversal of the denominator effect as real estate 0
has come in at below many investors’ target allocation.

This might push more institutions to increase their investments to

meet their long term optimal real estate portfolio allocations. mOffice M Industrial Retail W Apartment  m Other

LR
R

50

201 NN

2010 HEEEE .

2020 NEEEEEEENE .
2021 I
2027 NN -
2023 EEEEE W

||

2008 IEEEN

2009 Wmm W

2024YTD*
2025*

Sources: MSCI/RCA and AEW Research & Strategy as of 03 2024

PRIME YIELDS TOPPED OUT IN 2024 AND PROJECTED TO TIGHTEN

EUROPEAN PRIME YIELDS BY PROPERTY SECTOR - BASE CASE, %
Prime yields stabilised across all five core prime sectors since Q1

2024 and our projections are mostly unchanged from the Mar-24 7.0
forecasts presented in our mid-year outlook. 6.5
This confirms that the post 2021 repricing has come to an end 6.0
since higher interest and swap rates have stabilised and are no 55
longer pushing prime property yields up. 5.0
With bond yields projected to come in, prime office yields are 45
forecast to tighten most at 70 bps over the next five years, followed 40
by logistics and shopping centres both at 40 bps.

- - . . - - 35
Over the same period, prime residential and high street retail yields
are projected to tighten 30 bps and 20 bps respectively. jg

This partially reverses the significant yield widening since 2021
especially for prime offices at 180 bps and logistics of 150 bps.

It should be noted that yield tightening for prime offices reflects
investor preference for higher quality assets. Yields and returns for High Street s | 0gistiCS e— (ffice
non-prime offices will be addressed later in the report.

202191 2022q1 2023q1 2024q1 2025g1 2026q1 2027q1 2028q1 2029q!

e Residential e Shopping Centre e e e e e Mar-24

Sources: CBRE and AEW Research & Strategy as of Q3 2024
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MARKET OUTLOOK -PRIME OFFICES MOVE TOP

FRANCE MOVES TOP IN TOTAL RETURN RANKINGS

The average total return across all markets in our base case
scenario is projected at 9.2% p.a. for the 2025-29 period unchanged
from our Mar-24 projections for the same period.

French markets are projected to deliver the highest prime total
return of 10.3% p.a., which is mostly driven by a larger number of
office sub-markets in France compared to other countries.

Despite recent widening of French government bond yields, our
forecasts are still assuming property yield tightening by 2029.
Benelux markets are ranked a very close second with a forecast
return of 10.3% p.a., driven by forecasted yield compression.

At 10.2% p.a. and 10.1% UK and CEE markets rank in third and fourth
place in our total return projections partly driven by a higher
number of logistics markets and higher rental growth.

Both Nordics and German are below the European average prime
return projections. Despite relatively strong rental growth forecasts,
Southern European markets have modest projected vyield
compressions.

Recent improvements in investor sentiment seems to imply that
managers are not expecting significant further downward value
adjustments making our 8-10% p.a. returns feel more realistic.

PRIME OFFICE REMAINS TOP RETURN SECTOR

As mentioned, our base case prime returns projections remained
unchanged across all countries at 9.2% p.a. for the 2025-29 period
compared to our base case from Mar-24 for the same period.

Prime office markets are projected to have the highest returns of any
sector at 10.9% p.a. over the next five years. This is due to their
recent repricing, solid projected rental growth and yield tightening.
Prime logistics come in second place with returns of 9.3% p.a. on the
back of lower rental growth and yield tightening projections.

As geopolitical uncertainty remains top of mind for many investors,
we should consider that our latest downside scenario shows returns
at 8.6% p.a. across sectors while our upside scenario indicates 10.2%.
There are again two drivers impacting our projections:

Firstly, 2023-24 repricing has pushed yields to reach a peak.

Second, projected property yield tightening by year-end 2029 has
remained unchanged despite the latest government bond yield
projections coming in a bit higher.

PROJECTED CAPITAL RETURNS IN LINE WITH POST-GFC

Based on feedback that our forecasted returns seem unrealistically
optimistic, we place our projected base case recovery in the
historical context of capital values post global financial crisis (GFC).
GFC triggered a near -25% reduction in prime capital values across
all European sectors, while the current downturn recorded a more
modest -20%. In both cases the downturn lasted eight quarters.

In our current base case scenario, we project capital values to return
to their Q2 2022 level after seven and a half years by Q4 2029.

This is similar to the 7-year cycle shown in GFC starting in Q3 2007.
The post-GFC recovery benefitted from interest rates that were
gradually pushed to ultra-low levels following the Eurozone crisis.

In fact, the pace of post-GFC recovery sped up significantly after
those near-zero interest rate came in.

Given the current long term outlook for economic growth, inflation
and bond yields, this is not expected for the current recovery.

NOVEMBER 2024

EUROPEAN PRIME TOTAL RETURNS BY COUNTRY (2025-29, % PA)

12
10
8
6
4
2
0

France Benelux UK (35) CEE (17) All Nordics Germany Southern

(33) (23) Markets  (21) (24)  Europe

(197) (26)

Mar-24 Base case M Sep-24 Downside = Sep-24 Base case M Sep-24 Upside

Sources: CBRE, AEW Research & Strategy as of Q3 2024

EUROPEAN AVERAGE PRIME TOTAL RETURNS BY PROPERTY TYPES (2025-29, % PA)

14

Office (62)

12

10

= N - A e )

Logistics  All markets Shopping Residential High Street
(41) (197)  Centre (33) (25) (36)

Mar-24 Base case M Sep-24 Downside Sep-24 Base case M Sep-24 Upside

Sources: CBRE and AEW Research & Strategy as of Q3 2024

EUROPEAN AVERAGE PRIME CAPITAL VALUE INDEX (2007Q3 & 2022Q2=0, GFC VS.
CURRENT CYCLE) & SPREAD OF PRIME PROPERTY OVER 10Y GVT BOND YIELDS

Q22024
150

140
130
120
10
100
90
80
70

N

0 2 4 6 8 101214 16 18 20 22 24 26 28 30 32 34 36 38 40
NUMBER OF QUARTERS FROM CYCLE PEAK

GFC e Current Cycle Sep-24 Base case forecast

Sources: CBRE, Oxford Economics, AEW Research & Strategy as of Q3 2024
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PRIME EXPECTED TO OUTPERFORM SECONDARY DESPITE STRONGER INCOME RETURNS

PRIME & SECONDARY RENT GROWTH, % AVG PA WITH # OF MARKETS (XX) PER

SECONDARY RENTAL GROWTH JUST BEHIND PRIME, EXCEPT FOR RETAIL SECTOR
0,

= Data on secondary rents and vyields for European office, logistics 1342

and high street retail markets from BPCE Solutions Immobilieres %’

going back 16 quarters offers some new comparison with prime. 20/2 . .
= Consistent data is available across 39 markets in seven countries. 0% n = L -
= Unsurprisingly, actual rents over the last 3.5 years have been :iﬁ;‘;

strongest in prime and secondary logistics at 9% and 5.5%, 6%

respectively. Prime  Secondary Prime  Secondary Prime  Secondary
= Retail has recorded rental declines of -0.6% and -5.1% over the

same period. Office (18) Logistics (14) High Street (7)

= Despite popular belief, secondary office rents recorded rental
growth of near 3% and are projected at 1.9% pa over the next five
years, not far behind prime at 2.2% over the same future period. 2021-2024 W 1025-4029
= In a notable exception, secondary high street retail rents are
projected to increase at 2.6% pa, more than double the 1.2% pa
forecast for prime. ALL SECTOR PRIME & SECONDARY YIELDS %, (39 CORE EUROPEAN MARKETS AVG)

SECONDARY YIELDS PROJECTED TO BARELY TIGHTEN

Sources: AEW Research & Strategy, BPCE Solutions immobiliéres and CBRE as of Q3 2024

7.0 2.5

Switching to yields, we note the following historical trends:

v’ Across our 39 European markets, CBRE prime yields (red) and BPCE 6.0 2.0
(vellow) are highly correlated.

v' BPCE prime (yellow) and secondary vyields (black) are highly

5.0 1.5
correlated, but the excess spread (grey) is not stable. \

= |n fact, it seems counterintuitive that secondary yields widened out

less than prime yields post 2022 rate hikes. 40 = 10
= Our econometric models result in a 10 bps tightening of secondary
yields to 6.5% by year-end 2029, while our base case prime yield 30 05
projections show a 70 bps tightening over the same period.
= This means that the excess spread of secondary over prime yields is 2.0 0.0
expected to reach nearly 200 bps, higher than at any time during E2SSZfeSeREESeEEE g3
the limited historical period at our disposal. RSIIZRSISTISTIgRgERS
= |If there is going to be a more broadly based recovery in the next 3-5 Spread (RHS) —— Prime Yield
years, it would make sense that the excess spread between Prime Yield - BPCE —— Secondary Yield

secondary and prime yields would come down.

= Qur current projections for secondary yields could prove to be too
conservative, especia[[y once a prime recovery triggers Scarcity and Sources: AEW Research & Strateqy, BPCE Solutions immobiliéres and CBRE as of 03 2024
repricing and forces investors into secondary segments.

e Secondary Yield - BPCE

-290
PROJECTED SECONDARY RETURNS TRAIL PRIME PRIME & SECONDARY FORECASTED RETURNS, 2025-29 % PA, (CORE EUROPE AVG)

= Based on the above rental growth and yield projections, we can
compare total returns across sectors.

= Across our 39 covered sectors, prime returns are projected at 9.7%
p.a. compared to 9.1% p.a. for secondary. However, 6.7% secondary
income returns offer more certainty to investors than prime at 5.0%.

= In other words, prime returns are more contingent on our base case
projected yield tightening producing capital returns.

= For secondary markets virtually no yield tightening is assumed and
little capital appreciation is expected as a consequence.

= This is especially true for offices, where secondary market returns are
projected at 9.7% pa with 7.2% pa coming from the income return.

= High street retail again offers a slightly different picture with similar
capital returns for prime and secondary, but a 140 bps higher income Office (18) Al (39) Logistics (14) High Street (7)
return p.a. for secondary compared to prime.

= For those who are both skeptical on future yield tightening and able M Income Return
to accept a higher operational risk, secondary markets might offer a
more attractive opportunity than prime, based on our analyses.

S
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EUROPEAN INVESTMENT VOLUMES BY ALTERNATIVE PROPERTY TYPE (EBN, ROLLING

MARKET OUTLOOK - THE RISE OF THE ALTERNATIVES
SHARE OF ALTERNATIVE SECTORS SETS NEW RECORD, LED BY HOTELS

= At 18% of total European real estate investment volumes, alternative ANNUAL) & SHARE OF ALTERNATIVES IN TOTAL VOLUMES (RHS, %)
property types have set a new record after trending upwards, both 50 20%
post-Covid from 8% in 2021 and long term from 7% in 2008.
= Hotels remain the largest alternative sector, representing 11% of total 40 15%
volumes as of 2024, while data centres appear well-positioned to &30
benefit from the strong growth going forward. = 10%
= Other alternative property types include healthcare (hospitals, care 20
homes), self-storage and other smaller niche sectors (co- 5%
living/intergenerational housing). 10
= Investors and asset managers are considering alternative business i 0%
models than the traditional commercial lease, ranging from ©® %O E N M T WO~ ®OO g N O
. . - S 8 S5 £ 555 55 8585 0 839 oo
management agreements to joint-ventures with specialist operators. R RJI N YA NARAANAAQNARNZT VIR
= Investors are increasingly looking at alternative property types to . Hotels Student housing
diversify their portfolios, as they benefit from strong fundamentals. mmm Senior housing Data centre
This also allow them to reposition obsolete assets to alternative uses. === Share of total (%, RHS)
Sources: RCA/MSCI, AEW Research & Strategy, as of 03 2024
ALTERNATIVE YIELDS GETTING CLOSER TO TRADITIONAL SECTORS’ EUROPE - PROPERTY YIELDS % - OCTOBER 2024
= Due to strong investor interest, alternative sectors’ yields (red) are Residential - prime (16) 42
now below or on par with core property types - residential (yellow), Data centres - prime (1) HEE 4.6
retail (light blue), offices (turquoise blue) and logistics (navy blue). Senior housing - prime (5) W= 4.7
= The chart shows October 2024 yields of the traditional core and Residential - secondary (8) 4.8
alternative property types. The number in brackets indicate how H?;E";:Z:ff;'gﬁg:g: gzi f— g'g
many European markets are included in each average. Offices - prime (21)  — 5,1
= These yields confirm that alternative property types have become Logistics - prime (16) N—S 52
fully integrated into the institutional investable universe. Hospitals - prime (3) S 54
= This trend has accelerated post-Covid with increasing concerns Hotels - prime leased (19) ——— 54
around the fundamentals of the office market, traditionally the Urban logistics - prime (5) I 5.6
largest property sector in terms of volumes invested. Light industrial - prime (12) ~ NESEG—__—_—_— 5.9
, . . . . . Retail parks - prime (18) 6.3
= Investors’ focus on risk and the associated need to diversify their Shopping centres - prime (13) a6
existing portfolios has further increased alternative sectors’ appeal. Offices - secondary (9) _ 71
= This is also reflected in the breakdown of the INREV Fund Level High street retail - secondary (8) 75
Index by sectors. The share of alternative property types increased Shopping centres - secondary (1) 8.4
from 10% on average in 2010 to 16% in 2024. Retail parks - secondary (10) 9.4
= In parallel, the share of traditional core sectors decreased, with 4 5 6 7 8 9 10

offices from 28% to 22% in 2024, in third position behind logistics
(26%) and residential (23%).

Sources: CBRE, INREV, AEW Research & Strategy as of 03 2024

PRIME RESIDENTIAL AND STUDENT HOUSING YIELDS (%) & SPREAD - 10 MARKETS
ALTERNATIVE YIELDS STILL OFFER SPREAD OVER TRADITIONAL SECTORS

= Purpose-built student accommodation (PBSA) is one of the
alternative property types which has experienced strong investor

appetite over the past few years driven by strong fundamentals. ’ V\

= PBSA’s resilience to economic shocks and the sectors more 4 e —
established pan-European operators have helped.

= A comparison of student housing yields to prime residential yields 3
across ten European markets shows that the yield spread between 2
the two sectors has reduced from 130 to 70 bps on average.

= This positive excess yield spread reflects the operational risks 1
associated with PBSA.

= Prime European residential yields are forecast to compress by 30

bps on average over the next five years, from 4.2% to 3.9%. ORI RS S P Ve B P> DA - S NS R
= A similar trend of yield tightening can be expected for prime PBSA o S "'& '1’& "’& "'& "’@/ "9’1’ "'& "’& "9% 'éb
yields, assuming a stable spread. Spread e PBSA e Residential
= |nvestors have been attracted to PBSA’s higher returns as an
alternative to management intensive ftraditional multi-lets by
acquiring or signing a master lease with a specialist operator. Sources: CBRE, AEW Research & Strategy, as of 03 2024
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RELATIVE VALUE ANALYSIS - MOST EUROPEAN MARKETS ATTRACTIVE

166 BPS OF RELATIVE VALUE SPREAD FOR 2025-29

Our risk-adjusted return approach is based on a comparison of the
required rate of return (RRR) and the expected rate of return (ERR)
over the next five years.

To reflect recent volume declines we have updated our liquidity
premium estimate to be more reflective of short-term trends.

For the 168 European market included in this relative value
analysis the 2025-29 average RRR is projected at 7.3% p.a. and
ERR is estimated at 9.0% p.a. (with a breakdown of 5.2% for
income returns & 4.8% for capital growth).

Despite a higher liquidity risk premium, the risk-free rate of 3.3%
remains the largest component of the RRR.

This means that the ERR has a significant positive excess spread
of 166 bps over the RRR.

This implies that property investors should be well compensated
for the risks across European markets over the next five years.
Next, each individual market can be qualified as attractive, neutral
or less attractive by comparing its ERR and RRR.

RESILIENCE IN DOWNSIDE SCENARIO

Our positive relative value outlook for 2025-29 in the base case is
consistent with our 2024 mid-year outlook.

Our base case ERR for 2025-29 is projected at 9.0% p.a., a small
improvement from our mid-year outlook ERR (2024-28) of 8.7%
p.a. This is partly due to losing 2024 in the forecast period.
However, political uncertainties make non-base scenarios more
relevant.

If trade barriers and other restrictions become the main policy
focus, higher inflation and lower GDP growth should shift our
focus to our downside scenario.

However, the downside relative value comparison shows
resilience as it still implies 100 bps of excess spread between ERR
and RRR.

However, if the new US government focuses more on the
settlement of armed conflicts, it could trigger higher GDP growth
and lower inflation.

In this upside scenario, excess spread moves up to 270 bps from
170 bps in the base case.

OFFICES RANKS TOP AS SECTOR

In our current base case, investors should meet or exceed the RRR
in 92% of all 168 markets, marginally down from 93% in Mar-24.

Of the 168 markets covered, 99 are classified as attractive (down
from 101), 55 markets as neutral (stable), and only 14 as less
attractive (up from 12).

Despite the limited change in overall classifications, offices move
top with 30 classified as attractive, 12 neutral and one in the less
attractive category.

Logistics is the runner-up in our relative value sector ranking, with
19 markets classified as attractive vs 17 neutral with one market in
the less attractive category.

Only 8% of the markets covered remain classified as less attractive
making it relatively easier to source attractive individual deals.

Retail saw a small increase of the number of markets classified as
less attractive from 9 to 11 since our mid-year outlook.

REQUIRED (RRR) VS EXPECTED RATE OF RETURN (ERR) IN BPS FOR 2025-29 -
AVERAGE ACROSS 168 EUROPEAN MARKETS

900
800
700 =
600
500
400 l
300
200
100

0

RRR ERR

Risk-free rate  Gross  Liquidity, and  Climate Excess
depreciation volatility risk transition risk spread
premia premiu

l“llncome return M Capital growth
Sources: CBRE, RCA, INREV, Oxford Economics, OECD, CRREM, AEW Research & Strategy
as of Q3 2024

REQUIRED (RRR) VS EXPECTED RATE OF RETURN IN % PA, COMPARISON OF
SCENARIOS

—_

COCaoaNWARAUIONNOWOO

RRR ERR RRR ERR RRR ERR

Base case
M Gross depreciation

Downside
M Risk free rate

Upside
Liquidity, and volatility risk premia ™ Climate risk premium

B ERR Income Return M ERR Capital Growth
Sources: CBRE, RCA, INREV, Oxford Economics, OECD, CRREM, AEW Research &
Strategy as of Q1 2024

% OF MARKETS BY ATTRACTIVENESS BY SECTOR - BASE CASE 2025-29

100%

80%
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20%

0%
Mar-24 Sep-24 Mar-24 Sep-24 Mar-24 Sep-24 Mar-24 Sep-24

Office Logistics Residential Retail

M Attractive M Neutral M Less Attractive

Sources: CBRE, RCA, INREV, Oxford Economics, OECD, CRREM, AEW Research &
Strategy as of 012024
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BENELUX TAKES TOP COUNTRY RANKING % OF MARKETS BY ATTRACTIVENESS BY COUNTRY - BASE CASE 2025-29

= Across all 20 countries covered, our Sep-24 projections imply that 100%

investors should meet or exceed the RRR in over 92% of markets,
down from 93% in Mar-24. 80%

= Across the Benelux, 18 of 20 markets are classified as attractive
with the two remaining markets neutral. 60%

= Benelux is just ahead of France, where our relative value analysis
also shows 18 attractive markets, with three marked as neutral. 0%

= The UK has moved into third position with only one less attractive

market out of 30, after ranking top in the last two years. Nordics are
close behind with one less attractive out of only 21 markets. 20%

= Germany shows more attractive markets than the European
0%

average while Southern Europe and CEE continue to trail the

RELATIVE VALUE ANALYSIS - SOLID ACROSS THE BOARD

European average. Benelux France UK (30) Nordics Germany Overall Southern CEE (13)
= Both of these sub-regions are impacted by higher risk-free rates 20 @) @) (24 average Europe
and therefore have lower excess spreads of ERR over RRR. (168) (21
= Only 14 of 168 (or 8%) market segments covered are classified as W Attractive M Neutral M Less Attractive
less attractive. This is up from 7% in Mar-24. Sources: CBRE, RCA, INREV, Oxford Economics, OECD, CRREM, AEW Research & Strategy
as of 03 2024
SELECTIVE MARKET TARGETING STILL NEEDED COUNTRY SECTOR SEGMENTS EXCESS SPREAD OF ERR OVER RRR (SEP-24 BASE
CASE SCENARIO) - in %
= As before, sector and country specific classifications hide market 8
segment specific results, which can be reviewed in more detail.

= Selectivity in allocation is needed since the range of excess 6
spreads across our European market coverage of 168 segments
remains between minus 600 bps and a positive 800 bps.

= Some noted over-achievers are Paris high street, Dublin and
Amsterdam office. On the other hand, we note Budapest logistics
and offices as showing negative excess spread.

= Given that the average excess spread is nearly 170 bps, this means
that some markets show excess spreads at near five times, while -2
others are showing near minus three times the European average.

= This wide range of individual markets’ excess spreads highlight the
need for an experienced manager’s ability for careful selection of i
sub-markets (and individual deals) at this point in the cycle.

= Finally, we reaggregate 168 submarkets on a country and property Retail M Office M Logistics M Residential

type to rank them by segment across the core European countries. Sources: CBRE, RCA, INREV, Oxford Economics, OECD, CRREM, AEW Research & Strategy as
of 03 2024

OFFICES FOUR OF TOP TEN MARKET RANKING TOP 10 CORE INDIVIDUAL SEGMENTS BY EXCESS SPREAD OF ERR OVER RRR (SEP-24

BASE CASE SCENARIO) - in %
and Belgium, Germany and UK with one sector each.

6
= With only two in our top ten ranking, it seems that the popular 0

beds and sheds theme across European markets is fading a bit. NLOFF BEOFF FRLOG FRHS FROFF DESC NLSC FRSC NLRES UKOFF

This is due to recent yield tightening leaving less upside for later. @ M @ @ ®©® & @ @ @ O
* Recentyield tightening ih these two popular segments might have High Street @ Shopping Centre M Office M Logistics M Residential

pushed down ERR reducing the spreads over RRR. Sources: CBRE, RCA, INREV, Oxford Economics, OECD, CRREM, AEW Research &

. Strategy as of 03 2024
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= Offices stand out in our latest ranking of market segments based
Relative value excess spread (bps of ERR > RRR) with 4 of the top
10 even if all core property types are included.

= Dutch offices rank top followed by Belgian offices, French logistics,
French high street retail and French offices closing out the top 5.

= German, Dutch and French shopping centres are in 6t", 7" and 8t
positions followed by Dutch residential and UK offices to complete
our full top ten ranking.

= Top ranked Dutch office markets have an excess spread of near
570 bps - well over triple the European average of 167 bps.

= France is the most featured country in our excess spread ranking
each with four sectors followed by Netherlands with three sectors !
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ABOUT AEW

AEW is one of the world’s largest real estate asset managers', with €77.4bn of assets under management as at 30 September 2024. AEW has over 870
employees, with its main offices located in Boston, London, Paris and Singapore and offers a wide range of real estate investment products including
comingled funds, separate accounts and securities mandates across the full spectrum of investment strategies. AEW represents the real estate asset
management platform of Natixis Investment Managers, one of the largest asset managersin the world.

As at 30 September 2024, AEW managed €37.1bn of real estate assets in Europe on behalf of a number of strategies and separate accounts. AEW has
510 employees based in 11 offices across Europe and has a long track record of implementing core, value-add and opportunistic investment
strategies on behalf of its clients. In the last five years, AEW has invested and divested a total volume of €17.5bn of real estate across European
markets.
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This publication is intended to provide information to assist investors in making their own investment decisions, not to provide investment advice to any specific investor. Investments discussed and recommendations herein may not be
suitable for all investors: readers must exercise their own independent judgment as to the suitability of such investments and recommendations in light of their own investment objectives, experience, taxation status and financial position.
This publication is derived from selected sources we believe to be reliable, but no representation or warranty is made regarding the accuracy of completeness of, or otherwise with respect to, the information presented herein. Opinions
expressed herein reflect the current judgment of the author: they do not necessarily reflect the opinions of AEW or any subsidiary or affiliate of the AEW's Group and may change without notice. While AEW use reasonable efforts to include
accurate and up-to-date information in this publication, errors or omissions sometimes occur. AEW expressly disclaims any liability, whether in contract, tort, strict liability or otherwise, for any direct, indirect, incidental, consequential,
punitive or special damages arising out of or in any way connected with the use of this publication. This report may not be copied, transmitted or distributed to any other party without the express written permission of AEW. AEW includes
AEW Capital Management, L.P. in North America and its wholly owned subsidiaries, AEW Global Advisors (Europe) Ltd. and AEW Asia Pte. Ltd, as well as the affiliated company AEW SA and its subsidiaries. There is no assurance that any
prediction, projections or forecast will be realised.

'Source: Institutional Real Estate Inc., Global Investment Managers 2023 Special Report

2CFA® and Chartered Financial Analyst® are registered trademarks owned by the CFA Institute

As of September 30, 2024. AEW includes (i) AEW Capital M, t, L.P. and its iaries and (ii) affiliated company AEW Europe SA and its subsidiaries. AEW Europe SA and AEW Capital Management, L.P. are commonly owned by Natixis
Investment Managers and operate independently from each other. Total AEW AUM of €77.4 billion includes €37.1billion in assets managed by AEW Europe SA and its affiliates, €4.7 billion in requlatory assets under management of AEW Capital
Management, L.P., and €36.5 billion in assets for which AEW Capital Management, L.P. and its affiliates provide (i) investment management services to a fund or other vehicle that is not primarily investing in securities (e.qg., real estate), (ii)
non-discretionary investment advisory services (e.g., model portfolios) or (iii) fund management services that do not include providing investment advice.
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