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The Global Economy is Slowing

Amid Rising Geopolitical Tensions HEITMAN

US Qutiook ;




Real Estate Performance Has Plateaued HEITMAN
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Transaction Volume Slowing Modestly HEITMAN

ALLPROPERTY TYPESTRANSACTION VOLUME AND TOP QUARTILECAP RATES
US 2002-2019(Q2)
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Cap Rate Compression Reaching Its Limits

HEITMAN

TOP QUARTILECAPRATES BY PROPERTYTYPE US 2002-2019 Q2

9.0%

8.5%

8.0%

7.5%

7.0%

6.5%

6.0%

5.5%

5.0%

4.5%

4.0%

Source: Red Capitd Andyticy Heitrnan Resaach

/ )

| _ Retall
] r, \

S _ Suburban Office

Industrial

| Apartments
I Office CBD
02 03 04 05 06 07 08 08 10 1 12 13 14 15 16 17 18 19

US Qutlook




Keep an Eye on Supply: Pace of Deliveries
Accelerating in Longest-Ever Expansion

HEITMAN

COMPLETIONS ASAPERCENT OF STOCK
USPRIMARY PROPERTY SECTORS!
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NOI Growth: Reversal on the Leader Board

HEITMAN

SAME-STORENOITRENDS BY PROPERTY TYPE
US NCREIF PROPERTIES 2000-2019{Q2)
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Historical Patterns Being Upended,

Creating Risk and Opportunity HEITMAN

CBD office looks solid but looks can deceive
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Apartment Fundamentals o
Healthy After a Pullbackin Supply HEITMAN

MULTIFAMILY COMPLETIONS,NET ABSORPTION AND OCCUPANCY
US2001-2019 YEARSENDING Q2
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Industrial Supply Overtakes Demand for First -
Time Since 2011, but Vacancy Remains Low B TR

INDUSTRIALCOMPLETIONS,NET ABSORPTION, AND VACANCY
US 2001-2019 (YEARS ENDING Q2)

N Completions M Net Absorption Yacanoy Rate

“acanoy Rate (%)

350,000 sfx-'"ouc r 120%

300,000
- 10.0%

250,000
200,000 ll II I 9 - 8.0%

150,000
-\ - 6.0%

100,000
50,000 4.0%

O |

- 20%

50,000
100,000 - 0.0%

& & & T
DS SRS

Source:ColStar; Heitman Resaarch

US Qutlook 10




Evolution in Shopping Patterns

o @ ‘: g &l :\ - ‘ :
Has Widened Gap Between Winners and Losers HITMAR

RETAIL VACANCY RATE
TOPBOMARKETS 2006-2019(Q2)
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Don’t Count Out Physical Retail:
The Online-Only Model Doesn’t Work

HEITMAN
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Online customer acquisition costsare
increasing

30% increase in cost-per-click on
Facebook in 2018

-Merkle!

Hx increase inthe number of advertisers on
Facebook from 2013 to 2017

-Business of Fashion?

Online advertising is the new rent

" it'scheaperto open a brick and mortar
store than to acquire new customers
online.”

- Shilpa Shah, Cuyana Co-Founderd

1 "Meazunngthe Storeof the Future” by Doug Staphens, Juns 2019

2 "For Direct-to-Consurner Brands, Scding l2n't Bazy™ by Chantd Fernandeg, Businesszof Fazhion
MNow 14, 2017

3™ Things RetaileraJust Sad About The Future Of The Stors” by Mikdd Bard, Forbes June 26
2ma
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National Oftice Statistics Show Weak Recovery;

s e . . HEITMAN
Individual Market Stories Vary Widely
OFFICE COMPLETIONS, NET ABSORPTION, AND OCCUPANCY
US 2001-2018 (YEARS ENDING Q2)
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CBD Oftice Markets Generally Healthier

HEITMAN

OFFICEVACANCY BY MARKET (Q22019)
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Tech-Centric, Coastal -
Metros See Highest Rent Gains This Cycle BT TAL

10-YEARRENT GROWTHPERANNUM
SELECTMARKETS (JULY 2009-2019)
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Construction Near Average Levels, But Rising HEITMAN

OFFICERBA UNDERCONSTRUCTION

¥ Construction volumes have not boomed like cycles
HRCRREe prior and were thought to have already peaked in 20186
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the uptick so late in an economic cycle should give
owners of older office buildings pause, particularly as
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Major Structural Shifts At Work,

Affecting the Amountand Location of Office Demand o3 AT LA

Technology |

Demographics

DISRUPTION/EVOLUTION
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This Cycle Characterised by

High Degree of Secular/Structural Change BATTHLAN
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The Demographic Backdrop: B
Millennials Are the Largest Cohortin the Workforce ~ ''H!TYAR

NUMBER OF WORKERS BY GENERATION IN US LABOR FORCE
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Where Will Millennials Want to Live? HEITMAN

Homeownership Rates by Age Cohort
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Where Will Millennials Wantto Work? Not Here  HEITMAN
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Nor Here HEITMAN
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CBDs Have the Edge, But Not the Only Option  nrirvan
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The Rise of Dense, Suburban, Mixed-Use Districts HEITMAN

Legacy West - Plano, Texas

Qak Park, Illinois
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What’s Inside the Office is Changing As Well HEITMAN

Activity-based design

Co—workmg space

Ampedup
amenities

a5 LIM ~
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What Will Become of Oftice Parks? HEITMAN
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Some Things Remain The Same, -
Though Delivered A Little Differently "'/ 0
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