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Prospects by real estate industry
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Top 10 issues for real estate in 2017

No Moderate Great
importance importance importance

1.00 2.00 3.00 4.00 5.00

Job and income growth I 445
Land and construction costs IEEEE———— 430
Interest rates and cost of capital  IEEEEEEEEE——————— 404
Capital availability I 3 99
Infrastructure/transportation  IEEEEEEEEEEEE——————— 3 91
Housing costs and availability I ————————— 3 §7
Terrorism/war/epidemics  IEEEEEE—————_— 3 87
Macroeconomic issues (inflation, dollar strength) IEEEEEEEEEEE———————— 3 62
Government budget issues. .. IIII——————————— 3 47
Global economic growth IEEEEEEGEG—G—————————— 3 44
Income inequality IEEEEE—————— 3 44



Underwriting standards in 2017

M [essrigorous HMRemain the same @ More rigorous

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2017 YA 44.2%

2016 35.4% 51.7% 12.9%
DEBT 2015 45.7% 44.7% 9.6%

2014 43.3% 39.4% 17.4%

2013 MMEKYH 41.5% 39.1%

2012 31.9% 35.1% 33.0%

2011 29.8% 29.2% 41.0%

AUV 1.5%

2016 34.0% 52.4% 13.6%
EQUITY 2015 47.5% 11.1

2014 30.7%
2013 MREKYH
2012 22.8%
2011 26.6%




Equity availability in 2017

Very large Stay the Very large
decline same iIncrease
1.00 2.00 3.00 4.00 5.00

Foreign iNvestors | —— 3,77
Private local investors s 3.31

Institutional investors/pension funds  pE——— 3 30 m 2017

Private equity/opportunity/hedge funds e 3 25
Public equity REITS  p— 3 06

Private REITS  p— 3 03



Debt availability in 2017

Very large Stay the Very large
decline same increase
1.00 2.00 3.00 4.00 5.00

Nonbank financial institutions  p——— 3 46
Mezzanine lenders  p—— 3 42
Insurance companies  p————— 3 26

Mortgage REITS s 3 11 m 2017

Government-sponsored enterprises  p—— 2 93

Securitized lenders/CMBS " 7 33

Commercial banks  p—— ) 36






Inflation and interest rates

Inflation Commercial mortgage rates
2017 ™ Next5 Years m 2017 ™ Next5 Years
0% 20940960%80% 00% 0% 209%409%60%80% 00%
Increase substantially } Increase substantially l

Increase moderately ‘ Increase moderately _
Remain stable at current - Remain stable at current
levels levels

Fall moderately l Fall moderately '

Fall substantially } Fall substantially ’



Investment and Development Prospects

Abysmal Poor Fair Good Excellent
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Investment Recommendations

Industrial Office
m Sell © Hold = Buy m Sell “ Hold = Buy
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Investment Recommendations

Retail Hotel
® Sell © Hold = Buy ® Sell © Hold = Buy
0% 50% 100% 0% 50% 100%
Regional malls NN = Luxury hotels | N ]
Power centers [ ] Upscale hotels [T m
Neighborhood/community [ I
sombcumn s s
conters ] ]
Economy hotels [N ]
Outlet centers L] y
Urban/high street retail |1l I



Investment Recommendations

Housing
® Sell © Hold = Buy
0% 950% 100%
Affordable apartments [l ]
Moderate-income apartments |l ]
High-income apartments | L]
Single family rental | EE_— T
Student housing | N ]
Age restricted housing [l ]



ULI East Central vs. national results

 Survey results were generally similar, with a
couple of exceptions...

] East Central respondents more polarized on
buy/hold/sell ratings of industrial property.

] East Central respondents see more capital
available.



Investment Recommendation: INDUSTRIAL
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Real estate capital market balance

® Oversupplied ®Inbalance ™ Undersupplied

Debt capital for U.S.
acquisitions East Central
Debt capital for us.
refinancing East Central
Debt capital for us. REXZ
development East Central [0/
Equity capital us. | 13%

forinvesting East Centra 8

R



Reality or Kool-Aid?

Gap in local vs. national outlook for each market





