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The Real Estate
Roundtable Sentiment Index?

The Real Estate Roundtable is pleased to announce the results from the Q1 2023 Real Estate Roundtable
Sentiment Survey. The quarterly survey is the commercial real estate industry’s comprehensive measure of
senior executives’ confidence and expectations about the commercial real estate market environment.
Conducted by Ferguson Partners on behalf of The Roundtable, it measures the views of CEOs, presidents, and
other top commercial real estate industry executives regarding current conditions and the future outlook on

three topics:
1. Overall real estate conditions
2. Access to capital markets

3. Real estate asset values

Topline Findings

* The Q1 2023 Real Estate Roundtable Sentiment Index registered an overall score of 44, an increase of five points
from the previous quarter. The Current Index registered 31, a two-point increase from Q4 2022, and the Future
Index posted a score of 58 points, an increase of ten points from the previous quarter.

e Several survey respondents acknowledged the dangers of generalizing trends across the commercial real estate
industry as the disparities between asset classes grow; multifamily and industrial continue to attract interest,
hospitality and student housing are beginning to bounce back, meanwhile Class B office is struggling.

* Nearly all survey participants (93%) expressed that asset values have fallen year-over-year. That said,
conversations with industry leaders suggest that the market is still in a period of price discovery. With low
transaction volume and a limited supply of debt capital, there is lingering uncertainty as to where asset prices will
ultimately land.

e Survey participants overwhelmingly indicated that the availability of debt and equity capital is worse today
compared to one year ago (93% and 82% respectfully). However, over half of participants expect the capital
markets landscape to improve over the next 12 months.

"The Real Estate Roundtable Sentiment Index is measured on a scale of 1-100. It is the average of The Real Estate Roundtable Future Index
and The Real Estate Roundtable Current Index. To register an Index of 100, all respondents would have to answer that they believe conditions
are “much better” today than one year ago and will be “much better” one year from now.
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Exhibit 1
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General Conditions

The Q1 2023 Real Estate Roundtable Sentiment Index registered an overall score of 44, an increase of

five points from the previous quarter. The Current Index registered 31, a two-point increase from Q4 2022,

and the Future Index posted a score of 58 points, an increase of ten points from the previous quarter.
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The bid-ask spreads between the sellers’ expectations and the buyers’ appetite to invest do not create a
robust market. Many products are in a ‘flat spin’ and the first half of 2023 does not look promising.”

A year from now, | believe the prospects will look better than the past few months. People who were on the
sidelines are eager for an opportunity to deploy capital.”

Transactions are highly impacted by the refinancing environment. Not only in terms of the banks’
willingness to lend, but with absolute interest rates being higher, which in turn hurts internal rates of return.”

Development-wise, the labor market has loosened up, but the supply chain is still dysfunctional.
Construction costs and borrowing costs have both risen, leading many groups to restructure their deals.”

The current conditions are a shock to our system. As firms wait on the Federal Reserve, there’s no clarity
on pricing and everyone is wondering if it's going to be a hard landing or a soft landing. Most people are
optimistic that this will not be a long recession.”

This is not like the Global Financial Crisis of 2008 for a couple reasons. First, most firms are not
overleveraged. Second, firms still have capital to invest, there’s just a higher threshold required to invest
than in the past few years.”

The regulatory backdrop is always a point of concern, especially regarding ESG. Firms are threading the
needle between common sense and business sense.”
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Genel‘al Cond itiOnS (continued)

Several survey respondents acknowledged the dangers of generalizing trends across the commercial real

estate industry as the disparities between asset classes grow; multifamily and industrial continue to attract

interest, hospitality and student housing are beginning to bounce back, meanwhile Class B office is struggling.
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Long term, multifamily will be fine as it continues to perform well, especially relative to housing prices.
However, values are down 20—25% from their peak pricing and rent increases are starting to slow down,
especially in markets with lots of new products, leading to a choppy 2023.”

Industrial continues to attract capital. With the continuing supply chain issues, businesses need industrial

space, especially on the East Coast near ports and rail lines. In areas with quick access by rail, water, or
plane, industrial is still strong.”

In positive news for hospitality, experiential travel has seemed to have a sustained level of demand,
especially on ‘shoulder days’ like Fridays and Mondays. On the flip side, corporate travel remains lower
than in the pre-COVID era and operational costs have increased, curbing the margins for hotels.”

Student housing took a hit during the pandemic, but it bounced back. During recessions, people go back to
school, so there may be an increase in demand.”

Retail is very submarket driven. Local, small retail is holding up, but big box is suffering unless it'’s a
neighborhood grocery store.”

Office continues to be a tale of two cities. High amenity buildings can draw workers back into the office, but
Class B is concerning. In Europe and APAC, the demand for office space and desire to work in an office
environment is much more prevalent compared to the US.”

Office buildings are facing the toughest environment in at least a generation with a ‘perfect storm’ brewing
of (i) rising interest rates, (ii) a slowing economy, and (i) a work from home policy that isn't going away.”
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General Market Conditions

% of respondents

Exhibit 2
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Asset Values

Nearly all survey participants (93%) expressed that asset values have fallen year-over-year. That said,

conversations with industry leaders suggest that the market is still in a period of price discovery. With low

transaction volume and a limited supply of debt capital, there is lingering uncertainty as to where asset

prices will ultimately land.
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Asset pricing has improved slightly compared to last quarter. Compared to last year, however, it is down
significantly. All roads lead back to the relative value of unleveraged and leveraged IRRs to the cost of CRE
credit, risk free rates, etc. All these metrics suggest lower values going forward.”

A combination of higher debt costs and the prospect for a recession with operational risks will lead to a drop
in values in the near term.”

Between the price of debt, volatility of valuations, and low confidence in the yield curve, if you polled a
range of buyers and sellers, there would be a lack of clarity on the value of an asset.”

Appraisals have not caught up to the rate adjustments yet, and as such, there is still a bit of price discovery
in the market.”

Cap rates are starting to rise, but it is still difficult to clearly understand. A lack of transactions and difficulty
in locking in the price of debt leads to uncertainty around asset pricing.”

The perception that long-term interest rates will remain elevated continues to place upward pressure on cap
rates, especially for non-core properties.”
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Real Estate Asset Values

% of respondents

Exhibit 3
Today vs. One Year From
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Capital Markets

Survey participants overwhelmingly indicated that the availability of debt and equity capital is worse today
compared to one year ago (93% and 82% respectfully). However, over half of participants expect the

capital markets landscape to improve over the next 12 months.

“ There is still a lot of equity capital in the system that is just sitting and waiting. Capital raising has slowed, not
from a lack of demand for the asset class, but because of the denominator effect.”

“ For institutional banks, the combination of tighter underwriting and limitations on real estate allocations
makes the availability of debt from traditional lenders sparse. Until the securitization market reopens and
banks work through their balance sheet exposure to real estate, banks will stick with their top customers.”

“ The bond market had significant dislocation last year. Right now, it's improving but still not back to normal —
even Fannie Mae and Freddie Mac are pushing rates up and holding onto funding closer to the close date.”

“ The lack of debt and equity for office investment is unprecedented. We also see head winds for other assets
classes as spreads, rates, and hedge costs continue to rise.”

“ Both private equity and high-net worth capital are bargain hunting and looking for unique repositioning
opportunities.”

“ A lot of the debt capital is coming from life companies who are required to invest a certain amount to keep
their insurance certification. They're going to have to lend somewhere but will have their pick of the deals.”

“ Equity availability is very asset-specific. The largest pension and insurance investors won’t put money into
office or retail, but are drawn to industrial, multifamily, and niche products.”
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Availability of Capital

% of respondents

Exhibit 4
Today vs. One Year From
One Year Ago Now vs. Today
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Participants

(Please note that this is only a partial list. Not all survey participants elected to be listed.)

Jonah Sonnenborn
Access Industries

Warren Wachsberger
AECOM Capital

Christoph Donner
Allianz Real Estate of America

Matthew Kaplan
Almanac Realty Investors

Sean Dobson
Ambherst Group, The

Mark Maduras
Angelo Gordon

Mark E. Rose
Avison Young

Joe Marconi
Bain Capital Real Estate

Rudy Prio Touzet
Banyan Street Capital

Justin Wheeler
Berkadia

Alan King
Berkshire Residential Investments

Jeffrey Horowitz
BofA Securities

Henry Chamberlain
BOMA -Building Owners &
Managers Association Intl.

Michael W. Brennan
Brennan Investment Group

Christian Young
Bridge Investment Group

Charles Davidson
Brookdale Group, The

Douglas Pasquale
Capstone Enterprises Corp.

Robert Stern
Castle Hill Investors

Stephen Lebovitz
CBL & Associates Properties, Inc.

Sean Burton
Cityview

Alan Gosule
Clifford Chance, LLP

Timothy G. Wallace
Community Healthcare Trust, Inc.

Steven DeFrancis
Cortland

Steve Driver
Crowe

John C. Cushman, Il
Cushman & Wakefield, Inc.

Jay Epstein
DLA Piper

Kevin Crummy

Jordan Kaplan
Douglas Emmett, Inc.

Daniel M. Neidich
Dune Real Estate Partners LP

Jodie W. McLean
EDENS

Anthony E. Malkin
Empire State Realty Trust, Inc.

Michael J. Schall
Essex Property Trust

Joseph D. Margolis
Extra Space Storage, Inc.

Donald C. Wood
Federal Realty Investment Trust

Frank G. Creamer, Jr.
FGC Advisors, LLC
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Peter E. Baccile
First Industrial Realty Trust, Inc.

Alex Klatskin
Forsgate Industrial Partners

Michael J. Graziano
Goldman, Sachs & Co.

Randall K. Rowe
Green Courte Partners, LLC

Robert Ivanhoe
Greenberg Traurig, LLP

Theodore J. Klinck
Highwoods Properties, Inc.

Dean Parker
Hinshaw & Culbertson LLP

David O’Reilly
Howard Hughes Corp., The

Dallas Tanner
Invitation Homes

Guy Johnson
Johnson Capital Group, Inc.

Geordy Johnson
Johnson Development
Associates, Inc.

John Flynn
Kennedy Wilson

Conor Flynn
Kimco Realty Corp.

Ralph Rosenberg
KKR

Peter McDermott
KSL Capital Partners, LLC

Perry Schonfeld
LBA Realty

David Lichtenstein
Lightstone
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PartiCipantS (continued)

Michael H. Lowe
Lowe

Leeny Oberg
Marriott International

Kevin McMeen
MidCap Financial LLC

Tadd Miller
Milhaus

James H. Miller
Miller Global Properties

Thomas F. Moran
Moran & Co.

Arlen Nordhagen
National Storage Affiliates Trust

John Z. Kukral
Northwood Investors

Taylor Pickett

Omega Healthcare Investors, Inc.

William Lindsay
PCCP

Greg Friedman
Peachtree Group

Devin Murphy
Phillips Edison

Todd Everett
Principal Real Estate

Chris Caton
Prologis

Peter Fass
Proskauer Rose LLP

Sumit Roy
Realty Income Corp.

Martin E. Stein, Jr.
Regency Centers

Adam Portnoy
RMR Group, The

Manoj Menda
RMZ Corp., Millennia Realtor Pvt.
Ltd.

Daniel J. Moore
Rockefeller Group International, Inc.

Scott Rechler
RXR

JR Pearce
Sacramento County Employees'
Retirement System

Robert A. Alter
Seaview Investors, LLC

Brandon Shorenstein
Shorenstein Properties

Marty Burger
Silverstein Properties

Marc Holliday
SL Green Realty Corp.

Benjamin S. Macfarland, Ill
SROA Capital

Benjamin S. Butcher
STAG Industrial, Inc.

John F. Fish
SUFFOLK

Rick Buziak
Swift Real Estate Partners

Stephanie Ting
Swig Co., The
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Gregg Gerken
TD Bank

Michael A. Covarrubias
TMG Partners

Mike Lafitte
Trammell Crow Co.

Kenneth J. Valach
Trammell Crow Residential

Jeffrey Zabel
Tufts University - Department of
Economics

Thomas W. Toomey
UDR

Gary M. Tischler
Vanbarton Group

Glenn Rufrano
VEREIT

Walker Noland
Virginia Retirement System

Kara McShane
Wells Fargo

Kenneth J. Bacon
Welltower

Alyssa Carducci Dangler
Williams Mullen

Gilbert Winn
WinnCompanies

Edward Peterson
Winstead P.C.

William Lashbrook
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Contact

Please direct all inquiries regarding this study to:

Scott Mcintosh

Director, Managing Consulting
Ferguson Partners

'3?' +1 (312) 893-2366
smcintosh@fergusonpartners.com
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© 2023, Ferguson Partners. All rights reserved. No business or professional relationship is created
in connection with any provision of the content of this document (the “Content”). The Content is
provided exclusively with the understanding that Ferguson Partners is not engaged in rendering
professional advice or services to you including, without limitation, tax, accounting, or legal advice.
Nothing in the Content should be used in or construed as an offer to sell or solicitation of an offer to
buy securities or other financial instruments or any advice or recommendation with respect to any
securities or financial instruments. Any alteration, modification, reproduction, redistribution,
retransmission, redisplay or other use of any portion of the Content constitutes an infringement of
our intellectual property and other proprietary rights. However, permission is hereby granted to
forward the Content in its entirety to a third party as long as full attribution is given to Ferguson
Partners.

The views and opinions expressed by each participant are such individual’s own views and are not
necessarily the views of Ferguson Partners or such participant’'s employer.

Market Square West

801 Pennsylvania Ave NW
Suite 720

Washington, D.C. 20004

Tel: 202.639.8400
The Real Estate Fax: 202.639.8442

Roundtable
www.rer.org




