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Numerous Sources of Uncertainty for Real Estate Investors " !TVAN
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US Private Real Estate Has Likely Devalued
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Office Leads Value Declines

But Rate Hikes Have Triggered Broad Repricing HEITMAN

CHANGE TO PROPERTY PRICES YTD & TOTAL DECLINE FROM RECENT PEAK

AS OF 2023 DECEMBER
® Decline From RecentPeak = YTD Change
10% 10%
. 5%
% 0%
(%) o
[ N 0
E) -5% H -5% 9
a. a.
£ -10% 10% £
oy [
Q oy 2
2 -15% -15% 2
o o
g a4 N e (_-
© <V 19% = -20% ©
2 1% - o = 2
’ D - ,

& -25% o 25% @
O O
-30% -30%

30%
-35% GS thinks Apartments are down 30%; however, we think theyre in line with other -35%
’ 35% sectors. /
-40% -40%
- ; 2 N @ N @ < -
s & L& & & A @ 5 @ & $® N © © %Q—
X S 2 G A & A e N & > ®; ) )
@) &8 3 © O L N ¥ R\ N X o ?,
g e 4 9 > o n & O . W C
VQ * (3\ \2\@‘“ \k \\\ \Q) N\ (\\> n',\'b
& ® v N v
c
Underhying Dats Sou Green Sirast Commsarcisl Property Prios Index (CPP1), scoassad 2023 G4
Confidential




Chicago Industrial Market o
Healthier Than US For the First Time Since 2001 RELTAN

INDUSTRIAL COMPLETIONS, NET ABSORPTION, AND VACANCY
CHICAGO 2001-2023YEARS ENDING Q4
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Chicago Has Second Lowest

Industrial Vacancy Among Largest US Markets UL

INDUSTRIAL VACANCY RATE
CHICAGO vs TOP 6 US MARKETS 2000 Q1-2023 Q4
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Plummet in Industrial Starts Sets Stage for Soft Landing j; ; yry an

INDUSTRIAL SECTOR STARTS
US 2001-2023 Q3
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Industrial Rent Growth Expected to

Outpace Inflation Through the End of 2026 B El SN

LOGISTICS RENT GROWTH VERSUS US INFLATION (CPI)
US 2002 - 2027(F)
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Office Facing Structural and Cyclical Headwinds HEITMAN

OFFICE COMPLETIONS, NET ABSORPTION, AND VACANCY
US 2001-2023 (YEARS ENDING Q4)
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Chicago Office Vacancy Remains Above Nation HEITMAN

OFFICE COMPLETIONS, NET ABSORPTION, AND VACANCY
CHICAGO 2001-2023 YEARS ENDING Q4
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Office Leases Are Occurring

But They are Fewer, Smaller, Shorter

HEITMAN

-19%

Average lease size
dropped 19% versus 2015-
2019 average'
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Chicago’s Once-Healthy

Downtown Now Challenged HEITMAN

CHICAGO CBD VACANCY vs US

2018 Q1-2023 Q4
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Office Tenant Demand
Remains Negative Across Markets

HEITMAN

NET ABSORPTION - SHARE OF EXISTING INVENTORY
SELECT TOP MARKETS Q12023 -Q4 2023
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Office-to-Residential Conversions:

Most Viable in Expensive Apartment Markets HEITMAN

“A thard of older office building stock m some 0 the est cities acrossthe U.S, and Canada is considered
ripe for conversion into apartments, po ingone w%o revwe urbanvibrancy in cities where
workers haven fgyly returnedto

- CoStar
Avison Young: 34% of office buildings across 14 major North American markets candidates for adaptive
reuse
Gensler: 25-30% of the hundreds of buildings Gensler has analyzed across North America are conversion
candidates
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Housing/Apartment Themes For 2024 HETTMAN

Low inventory, high rates & prices stymie homeownership

Resilient housing demand, lack of for-sale product buoys rented residential

Affordability a growing national concern, but less pronounced in Chicago

Record apartment construction to bend cost curve, but starts slowing

Chicago development remains concentrated downtown, and high end

Transaction volume and pricing subdued; but things

Flexibility and creativity are key for new housing production
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35-44-Year-Olds Are

the Fastest Growing Non-Retirement Cohort... RELTAN

2020-2030 US Population Growth by Age
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...But For-Sale Supply Isn’t There To Meet Demand ~ nEiTMAN

Homebuyers Running Out Of Options As
=2 Housing Supply Hits All-Time Low

BUSINESS « REAL ESTATE

TIME Why There Are No Houses to Buy in Many U.S.
BY ALANASEMUELS MARCH g, 2 24 PM EST Metro Areas

Money Why Are There So Few
Houses on the Market?

- "B a WBEZ There's never been such a severe shortage
CHICAR0 £ L omac in the U.S. Here's why

HARCH 20. é 22 v“u’ Hr1 ET
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HEITMAN

...But For-Sale Supply Isn’t There To Meet Demand

NUMBER OF RENTER HOUSEHOLDS PER HOME AVAILABLE FOR SALE

1983 - 2023 (Q2)
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Homeownership Elusive For First-Time Buyers — neiTvan

Source: tucsonlifastyle.com




The Supply-Demand Mismatch

Has Pushed Prices For All Housing Types e B AT

HOUSING COST VS MEDIAN INCOMES OVER TIME
US, 2000 - 2023 JUNE
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Slow & Steady Chicagoland Not Spared Either;
Affordability Is Crunched But Relatively OK

INDEX OF HOME VALUES, APARTMENT RENTS, SINGLE-FAMILY RENTS, AND MEDIAN INCOMES (2010 =100)
CHICAGO, IL MSA 2010-2023 (SEPTEMBER)
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Home Values 1.7x

Single-Family Rents 1.4x

Median Household
Income 1.4x
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Slow & Steady Chicagoland Not Spared Either; .
Affordability Is Crunched But Relatively OK S

MEDIAN RENT-TO-INCOME RATIOS BY ASSET CLASS mChicago ®US
CHICAGO, US Q4 2023
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The Sunbelt Affordability Story Is Eroding;
Cause For Optimism In Chicagos Of The World

HEITMAN

AVERAGE MONTHLY HOME PAYMENT
NAPERVILLE, IL VERSUS SCOTTSDALE, AZ 2000-2023 (NOV)
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The Sunbelt Affordability Story Is Eroding; e
Cause For Optimism In Chicagos Of TheWorld ~

AVERAGE MONTHLY HOME PAYMENT
NAPERVILLE, IL VERSUS NAPLES, FL 2000-2023 (NOV)
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The Sunbelt Affordability Story Is Eroding;
Cause For Optimism In Chicagos Of The World

AVERAGE MONTHLY HOME PAYMENT
NAPERVILLE, IL VERSUS IRVING, TX 2000-2023 (NOV) dhsoourit Below
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Units Under Construction At A Record 1 Million HETTMAN

APARTMENTS UNDER CONSTRUCTION
UNITED STATES 2000-2023 (Q3)
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Construction Cost Increases T
Outpace Rents, Complicating Development Models i

APARTMENT RENT AND CONSTRUCTION COST GROWTH
CHICAGO, IL MSA AND US 2017-2023 (NOV)
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Insurance The New Underwriting Boogeyman HEITMAN

NCREIF PROPERTY INDEX INSURANCE EXPENSES AS A SHARE OF PROPERTY REVENUE BY SECTOR
US, 2000 - 2023 Q2
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Chicago Apartment Construction On The Wane HEITMAN

APARTMENT STARTS - ALL TYPES

CHICAGO, IL MSA URBAN VS SUBURBAN 2013-2023 B Chicago - Suburban M Chicago - Urban
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Chicagoland’s 2024 Apartment
Deliveries Will Remain Concentrated In The City

HEITMAN

PROJECTED APARTMENT DELIVERIES BY SUBMARKET

CHICAGO, IL MSA 2024
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Chicago Apartment Values Back

In-Line With Pre-Pandemic Levels HEITMAN

APARTMENT TRANSACTION VOLUME (TRAILING 12-MONTH TOTAL) AND VALUES mmm Transaction Volume (R) CPPI (L)
CHICAGO, IL MSA 2005-2023
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Think Globally, Act Locally;

Housing Policy Considerations For Local Govt HETTMAN

Armchair urban planning; thoughts froma

humble real estate researcher

- Clearer, cleaner zoning rules: more
apartment development allowed as of right,
less requirement for zoning variances and
the lengthy (and uncertain) process that
entails

- Flexibility and openness 1o multifamily
housing of all types (e.g., for-sale and for-
rent, high-density, senior, manufactured
housing, market rate, and affordable)

- Rethink the single-family only
neighborhood. Accessory Dwelling Units
(ADUs), duplexes, and three-flats won't
move needle significantly but a great part
of a multi-pronged approach

- Waive/adjust parking minimums where
appropriate

- Adjust impact fees from percentage of
project cost to more

- Property tax abatement in exchange for
affordable unit set aside




Healthcare Real Estate Themes For 2024 HEITMAN

Secular tailwinds driving demand, from users and investors

Counter-cyclical, recession-resistant asset class; portfolio stabilizer

Retailization, med-tail, and the “billboard effect;” clinics in communities

Investors looking beyond the MOB; new sub-sectors coming into focus

Flexibility and creativity (again!) for convenient, cost-effective sites of care
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HEITMAN

1

The Vaunted Silver Tsunam

Driver #1

POPULATION OF 66+ COHORT, US 2000-2040
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Driver #1: The Vaunted Silver Tsunami HEITMAN

NUMBER OF PHYSICIAN OFFICE VISITS BY AGE COHORT, PER PERSON, PER YEAR
US 2021
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Driver #2: Value-Based Care & Push To Outpatient ~ HriTMAN

Outpatient sites dominate healthcare service delivery
U.S. outpatient visits vs. hospital admissions

Outpatient Visits Inpatient Admissions
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Source: Kaiser Family Foundation, Advisory Board
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MOB The Land Of Steady Eddy Fundamentals HEITMAN

NET ABSORPTION AS A % OF STOCK VACANCY RATES
US, 2000 - 2023, YEARS ENDING Q3 US, 2000 - 2023, YEARS ENDING Q3
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A Healthy, Dynamic MOB Market In Chicago HETTMAN

MEDICAL OFFICE COMPLETIONS, NET ABSORPTION, AND OCCUPANCY B Complstions (L) W Absorption (L) Ooccupancy (R)
CHICAGO, IL MSA 2019-2023
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Steady, De-Linked Sector = Investor Darling HEITMAN

MEDICAL OFFICE TRANSACTION VOLUME AS A PERCENTAGE OF TOTAL OFFICE VOLUME
US, 2001-2023 (Q3), ROLLING 4-QUARTER AVERAGE
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The Old Healthcare Real Estate Investor Focus...

HEITMAN
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...Is Expanding Along The Care Continuum... HEITMAN

Community-Based Care Acute Care HOSPITALS
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...And Outside Of It HEITMAN

il $stmss - MEDTAIL: WHEN HEALTHCARE MEETS RETAIL

WAKEFIELD

Barrie Scardina * 12/8/2022
N Advisory - The rise of 'medtail': Why health care providers are
moving into retail spaces

Med-Tail: Retail Sites
Offer Opportunities
for Healthcare

THE FUTURE OF MEDTAIL

HEALTHCARE é’

FACILITIES TODAY

Section Title 42
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