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The Real Estate Roundtable is pleased to announce the results from the Q4 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 Q4 2023 Real Estate Roundtable Sentiment Index registered an overall score of 44, a decrease of two
points from the previous quarter. The Current Index registered 32, a one-point decrease from Q3 2023,
and the Future Index posted a score of 57 points, a decrease of two points from the previous quarter.
These stable indices highlight the persistent challenges faced by participants in the real estate market.

* Although there are variations among asset classes and even within specific property types, ongoing
uncertainty within the broader commercial real estate industry persists due to concerns about liquidity,
capital availability, interest rates, and remote work. Bright spots exist in smaller classes, such as data
centers, outlet malls, and hotels, while multifamily and industrial continue to attract interest. Within the
office sector, class A properties with top-of-the-line amenities are the lone high performers.

* An overwhelming 92% of survey participants indicate that asset values have decreased compared to the
previous year. The valuation process has been challenging due to limited transactions, and the
combination of current cap rates and fluctuating interest rates has further complicated pricing, ultimately
leading to a view that asset values have decreased relative to one year ago.

° Survey participants express ongoing concerns about the capital markets landscape, with 70% indicating
that the availability of equity capital has worsened compared to a year ago, and 86% believing the
availability of debt capital is also worse.

1The 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

100
75

50

25

O rrr g+ 1+t 1t~ r1rrrrrr1rrrr 1. r 11t r 1111111 rr1r 1 r 11 r 11111111 1171 7T 7T 71711

QI QI Q Q1 Q Q Q Q Q Q Q Q Q Q1 Q1
2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023

- Overall - Current Conditions - Future Conditions

* In the Q4 RER Sentiment Survey, participants rated the overall market conditions as a score of 44, current
conditions as 32, and future conditions as 57

* Compared to one year ago, sentiments of current conditions are up by 3 points, perceptions of future conditions
are up by 9 points, and overall conditions are up by 5 points

* In comparison to last quarter, sentiments on current conditions are down by 1 point, perceptions of future
conditions are down by 2 points, and overall conditions are down by 2 points

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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General Conditions

The Q4 2023 Real Estate Roundtable Sentiment Index registered an overall score of 44, a decrease of two

points from the previous quarter. The Current Index registered 32, a one-point decrease from Q3 2023, and
the Future Index posted a score of 57 points, a decrease of two points from the previous quarter. These
stable indices highlight the persistent challenges faced by participants in the real estate market.
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We're experiencing a cost of capital crisis, not a demand driven boom-bust. When you examine real estate
fundamentals, it is fairly healthy across almost every asset class, even though rents may be decelerating.”

There’s a lot to be said about the emerging markets domestically in the U.S. As cities become less densely
populated and second-tier markets experience increased population growth, there are a number of ‘new
Nashvilles’ that the real estate market can capitalize on.”

Insurance costs are steadily rising due to climate risk, which eats into profitability. However, this is the
moment for managers to incorporate ESG considerations into deals, adopting a more active and assertive
approach for their capital.”

It's hard to identify transaction opportunities, so we are focusing on our existing portfolio where we can
control operations.”

Right now, capital markets are driven by maturities and debt. At some point, investors will either start to
commit more dollars or managers will hand the keys back to the banks.”

On a positive note, managers are remaining calm and thoughtful fiduciaries to their investors. Senior-level
executives are helping their younger colleagues who have never experienced distress in the markets.”

As the focus moves away from core real estate, there’s a question about the value-added managers who
profit from selling core assets. Who is going to buy these newly renovated core buildings? In the end,
everything is going to need repricing.”
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General Conditions (continued)

Although there are variations among asset classes and even within specific property types, ongoing
uncertainty within the broader commercial real estate industry persists due to concerns about liquidity,
capital availability, interest rates, and remote work. Bright spots exist in smaller classes, such as data
centers, outlet malls, and hotels, while multifamily and industrial continue to attract interest. Within the office
sector, class A properties with top-of-the-line amenities are the lone high performers.
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Your perspective depends on what assets you hold and the strength of your balance sheet. For those
organizations with low leveraged assets, this is the best buying opportunity in over a decade. But for firms
with lots of floating rate debt or office properties, it's a bit trickier right now.”

The average U.S. consumer is looking for reputable brands, but at reasonable prices. To address these
consumer trends, there is healthy demand for brick-and-mortar outlet malls because they have relatively
low rents and installation costs.”

Although office assets are not performing well across the board, quality properties can outperform
expectations. Office buildings aren’t going to disappear completely.”

Three to four months ago, some asset classes like industrial, multifamily, and class A office, had stronger
liquidity than others. Over the last three to four months, however, all asset classes are trending negatively
and showing signs that they're becoming difficult to transact.”

Data centers are having their moment in the sun. Regardless of the increased attention to Al, landlords
have increased pricing power because the largest service providers need data centers.”

The demand for apartments is still strong, but high construction costs and interest rates are discouraging
builders. On top of real estate taxes and government intervention, multifamily development has started
slowing.”

Hotels are making a resurgence. Upper scale hotels can charge high rates to balance the lack of
occupancy.”
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General Market Conditions

% of respondents

Exhibit 2
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* Regarding sentiment on current market conditions, 68% believe it is a less favorable environment
compared to one year ago, 15% feel it has improved, and 17% believe conditions remain the same

* Hindsight is 20/20, with only 36% of participants in the Q4 2022 RER Sentiment Survey believing that
general market conditions would be worse in Q4 2023

* Looking towards the future, 49% of participants believe that a year from now will present more favorable
market conditions

The Real Estate Roundtable

@ Ferguson Partners The Real Estate Roundtable Sentiment Index



Asset Values

An overwhelming 92% of survey participants indicate that asset values have decreased compared to the
previous year. The valuation process has been challenging due to limited transactions, and the combination of
current cap rates and fluctuating interest rates has further complicated pricing, ultimately leading to a view that
asset values have decreased relative to one year ago.

‘ ‘ Asset values are solely dependent on the asset type and location. As a general observation, asset pricing is
lower than it was six months ago, and | predict that it'll be lower six months from now than it is today.
Pricing is down and will continue to decrease as long as interest rates remain high.”

“ Pricing assets is almost an impossible task [right now]. Valuations have decreased by around 20%
compared to earlier this year, which is heavily influenced by current cap rates.”

“ Asset values are currently undergoing a reset to align with the prevailing higher interest rate environment,
but this process may take some time due to the notable lag in transaction volume. Achieving market stability
necessitates both stable interest rates and a predictable interest rate forecast.”

“ Spreads have widened quite substantially, even in multifamily and logistics. This is due to the lack of debt
financing and the necessary equity returns. Where multifamily and industrial is pricing in the low 5s, the
values are probably down 25% from their peak.”

‘ ‘ There will be a ‘great revaluation’ cycle with more real estate assets priced lower. There haven’'t been

enough transactions to collect good data, and the transactions that are happening are in the most dire of

circumstances, which is driving erratic and less reliable market information. Hopefully, we will see more
movement in 2024.”

“ Everything is priced 20% less, except for office. Office properties have unknown values in today’s market.”

“ We've seen some downward pressure on valuations which will continue for the next 2-3 quarters. There
may be some stabilization after that, but there will still be weaknesses over the next couple of quarters, with
some asset classes experiencing it more harshly than others.”
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Real Estate Asset Values

% of respondents

Exhibit 3
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* Regarding sentiment on the state of current asset values, 92% believe they are lower than one year ago,
3% feel they are higher, and 5% believe asset values have remained the same compared to a year ago

* This contrasts with the Q4 2022 RER Sentiment Survey where only 59% of participants believed that
asset values would be lower in Q4 2023, indicating a steep decline in perceptions on asset values

* Looking towards the future, only 15% of participants believe that a year from now will present more

favorable asset values

@ Ferguson Partners The Real Estate Roundtable Sentiment Index W

W The Real Estate Roundtable



Capital Markets

Survey participants express ongoing concerns about the capital markets landscape, with 70% indicating

that the availability of equity capital has worsened compared to a year ago, and 86% believing the
availability of debt capital is also worse.
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The challenge lies less with each specific asset class and more with the broader financial markets. The
ongoing Federal Reserve rate hikes, increased market illiquidity, and extensive banking regulations paint a
rather uncertain picture.”

It's tough to raise equity for core products. Investors are interested in opportunistic strategies to deploy
capital when the market bottoms out. It may be a contrarian view, but | predict there will be more money
than distressed properties to buy.”

There is capital available to borrowers who need to transact, albeit at today’s rates and returns. Those that
can survive the next 36 months of resets and recalibrations will be in a good position.”

Pension funds are allocating more dollars to credit strategies, and it is much easier to raise credit than
equity capital.”

There is plenty of equity out there, but it is far more selective, critical, and conservative than it was two
years ago. The distribution of capital is highly dependent on specific sectors and asset quality. People aren’t
willing to take risks and are instead sitting on their equity.”

Family offices and high net worth individuals represent untapped sources for providing equity.”

We’re currently seeing a monumental capital raising trend for distressed funds. On top of the substantial
mountain of capital already secured, there will be an additional influx of capital for distressed properties.”
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Availability of Capital

% of respondents

Exhibit 4
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* Regarding sentiment on the availability of equity capital, 70% believe it is worse compared to one year
ago, 3% feel it has improved, and 27% believe the availability of equity remains the same

* In terms of the availability of debt capital, 86% of participants believe it is worse compared to one year
ago, 2% feel it has improved, and 12% believe the availability of debt remains the same

* Looking towards the future, 47% and 36% of participants believe that equity and debt availability
respectively will be better one year from now, and 14% and 20% of participants believe that equity and

debt availability respectively will be worse one year from now
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Participants

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

Chris Tokarski
Warren de Haan
ACORE Capital

Craig H. Solomon
Affinius Capital

Steven Hason
APG Asset Management US Inc.

Alexandra S. Glickman
Arthur J. Gallagher & Co.

Mark E. Rose
Avison Young

Stephen McCarthy

AXA Investment Managers US Inc.

Joe Marconi
Bain Capital Real Estate

Justin Wheeler
Berkadia

Jeffrey Horowitz
BofA Securities

Henry Chamberlain
BOMA -Building Owners &
Managers Association Intl.

Christian Young
Bridge Investment Group

Charles Davidson Ill
Brookdale Group, The

Bradley Chambers
Chris Myrvold
Buckingham Companies

Owen D. Thomas
BXP

Douglas Pasquale
Capstone Enterprises Corp.

Robert Stern
Castle Hill Investors

Stephen Lebovitz

CBL & Associates Properties, Inc.

Christopher R. Ludeman
CBRE, Inc.

Thomas M. Flexner
Citigroup

Sean Burton
Cityview

Alan Gosule
Clifford Chance, LLP

Matthew G. Rocco, Sr.
Colliers Mortgage

Steven DeFrancis
Cortland

Michael Levy
Kenneth J. Valach
Crow Holdings

Bradley Razook
CSCA Capital Advisors, LLC

Andew McDonald
Cushman & Wakefield

Jay Epstein
DLA Piper

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.

Frank G. Creamer, Jr.
FGC Advisors, LLC

Alex Klatskin
Forsgate Industrial Partners

Chaim Katzman
Gazit Group USA, Inc.

Adam Gallistel
GIC Real Estate
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Jonathan J. Ofer
Global Holdings Management (US)

Randall K. Rowe
Green Courte Partners, LLC

Robert lvanhoe
Greenberg Traurig, LLP

Chris Souther
Griffis Residential

Jeffrey B. Citrin
Hectad Strategic Partners, LLC

Theodore J. Klinck
Highwoods Properties, Inc.

Dean Parker
Hinshaw & Culbertson, LLP

Kenneth Witkin
Invictus Capital Partners

William S. Janes
Iron Point Partners, LLC

Nathalie Palladitcheff
Ivanhoe Cambridge, Inc.

Guy Johnson
Johnson Capital Group, Inc.

Geordy Johnson
Johnson Group, The

John Flynn
Kennedy Wilson

John Kilroy
Kilroy Realty Corp.

Matt Salem
KKR

Peter McDermott
KSL Capital Partners, LLC

Neil G. Bluhm
LAMB Properties

Michael H. Lowe
Lowe
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Parti Ci pantS (continued)

Hessam Nadiji
Marcus & Millichap

Kevin McMeen
MidCap Financial LLC

James H. Miller
Miller Global Properties

Thomas F. Moran
Moran & Co.

Todd Liker
Oaktree Capital Management

Taylor Pickett

Omega Healthcare Investors, Inc.

William Lindsay
PCCP

Christoph Donner
PIMCO Prime Real Estate

Russell Appel
Praedium Group LLC, The

Todd Everett
Principal Real Estate

Peter Fass
Proskauer Rose LLP

Jerry Starkey
RE Partners International

Martin E. Stein, Jr.
Regency Centers

Daniel J. Moore

Rockefeller Group International, Inc.

Scott Rechler
RXR

JR Pearce
Sacramento County Employees'
Retirement System

Marty Burger
Silverstein Properties

Marc Holliday
SL Green Realty Corp.

John F. Fish
SUFFOLK

Rick Buziak
Swift Real Estate Partners

Stephanie Ting
Swig Co., The

Gregg Gerken
TD Bank

Michael A. Covarrubias
TMG Partners
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Michael D. Brown
Travel & Leisure Co.

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

Michael Menzer
White Oak Partners

Duncan Osborne
Willow Bridge Property Co.

Edward Peterson
Winstead P.C.
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Contact

Please direct all inquiries regarding this study to:

Scott Mcintosh

Director, Managing Consulting
Ferguson Partners
+1 (312) 893-2366

smcintosh@fergusonpartners.com

About Ferguson Partners Consulting

We are problem solvers for the real assets industries helping our clients with the
strategy, structure, and performance of their businesses, often at times of
transition and transformation. Our service offerings include:

« Strategy & Market Positioning — Optimizing business strategy to compete in
the market

« Organizational Design — Getting the right structure, roles, and people in place
to execute the business plan

» Governance & Succession Planning — Planning around current and future
leadership, ownership, governance, and decision making

» Operational Efficiency — Ensuring the performance of the business is
optimized through rigorous assessments and benchmarking of staffing and
financial results

About The Real Estate Roundtable

The Real Estate Roundtable brings together leaders of the nation’s top publicly-
held and privately-owned real estate ownership, development, lending and
management firms with leaders of major national real estate trade organizations
to jointly address key national policy issues relating to real estate and its
important role in the global economy.

The collective value of assets held by Roundtable members exceeds $4 trillion.
The Roundtable’s membership represents more than 3 million people working in
real estate; 12 billion square feet of office, retail and industrial space; over 4
million apartments; and more than 5 million hotel rooms. It also includes the
owners, managers, developers and financiers of senior, student, and
manufactured housing—as well as medical offices, life science campuses, data
centers, cell towers, and self-storage properties.

The Roundtable’s policy news and more are available on The Roundtable
website.

Ferguson Partners

123 North Wacker Drive
Suite 2500

Chicago, IL 60606

Fax: 312.368.5088

www.fergusonpartners.com

Market Square West

801 Pennsylvania Ave NW
Suite 720

Washington, D.C. 20004

Tel: 202.639.8400
Fax: 202.639.8442

www.rer.org

© 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.


https://www.rer.org/partner-organizations-associations/
https://www.rer.org/?s=&type=news&news_type=roundtable-weekly
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