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Important notice and disclaimer (1)

This market commentary has been prepared for general informational purposes by the MAM Real Estate Strategy team, who are part of Macquarie Asset Management (MAM), a business division of Macquarie Group (Macquarie), and is not a product of the Macquarie
Research Department. This market commentary reflects the views of the MAM Real Estate Strategy team and statements in it may differ from the views of others in MAM or of other Macquarie divisions or groups, including Macquarie Research. This market commentary
has not been prepared to comply with requirements designed to promote the independence of investment research and is accordingly not subject to any prohibition on dealing ahead of the dissemination of investment research.

Nothing in this market commentary shall be construed as a solicitation to buy or sell any security or other product, or to engage in or refrain from engaging in any transaction. Macquarie conducts a global full-service, integrated investment banking, asset management,
and brokerage business. Macquarie may do, and seek to do, business with any of the companies covered in this market commentary. Macquarie has investment banking and other business relationships with a significant number of companies, which may include
companies that are discussed in this commentary, and may have positions in financial instruments or other financial interests in the subject matter of this market commentary. As a result, investors should be aware that Macquarie may have a conflict of interest that could
affect the objectivity of this market commentary.

In preparing this market commentary, we did not take into account the investment objectives, financial situation or needs of any particular client. You should not make an investment decision on the basis of this market commentary. Before making an investment decision
you need to consider, with or without the assistance of an adviser, whether the investment is appropriate in light of your particular investment needs, objectives and financial circumstances. Macquarie salespeople, traders and other professionals may provide oral or
written market commentary, analysis, trading strategies or research products to Macquarie’s clients that reflect opinions which are different from or contrary to the opinions expressed in this market commentary. Macquarie’s asset management business (including
MAM), principal trading desks and investing businesses may make investment decisions that are inconsistent with the views expressed in this commentary. There are risks involved in investing. The price of securities and other financial products can and does fluctuate,
and an individual security or financial product may even become valueless. International investors are reminded of the additional risks inherent in international investments, such as currency fluctuations and international or local financial, market, economic, tax or
regulatory conditions, which may adversely affect the value of the investment.

This market commentary is based on information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up to date. We accept no obligation to correct or update the information or opinions in
this market commentary. Opinions, information, and data in this market commentary are as of the date indicated on the cover and subject to change without notice. No member of the Macquarie Group accepts any liability whatsoever for any direct, indirect,
consequential or other loss arising from any use of this market commentary and/or further communication in relation to this market commentary. Some of the data in this market commentary may be sourced from information and materials published by government or
industry bodies or agencies, however this market commentary is neither endorsed or certified by any such bodies or agencies. This market commentary does not constitute legal, tax accounting or investment advice. Recipients should independently evaluate any specific
investment in consultation with their legal, tax, accounting, and investment advisors. Past performance is not indicative of future results.
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This market commentary may include forward-looking statements, forecasts, estimates, projections, opinions and investment theses, which may be identified by the use of terminology such as “anticipate”, “believe”, “estimate”, “expect”, “intend”, “may”, “can”, “plan”,
“will”, “would”, “should”, “seek”, “project”, “continue”, “target” and similar expressions. No representation is made or will be made that any forward-looking statements will be achieved or will prove to be correct or that any assumptions on which such statements may

be based are reasonable. A number of factors could cause actual future results and operations to vary materially and adversely from the forward-looking statements. Qualitative statements regarding political, regulatory, market and economic environments and
opportunities are based on the MAM Real Estate Strategy team’s opinion, belief and judgment.

References herein to the “base case”, “upside case”, “downside case” or similar expressions are references to office demand scenarios that the MAM Real Estate Strategy team has modelled based on its own analysis and publicly available information. Such modelling is
proprietary in nature and has not been audited, verified or validated by any external party. Such modelling constitutes forward-looking information which, as outlined above, is inherently uncertain and there can be no assurance that the modelled scenarios or the
assumptions on which they are based will prove to be correct

This document constitutes, and the contents hereof contain, Macquarie’s trade secrets and protected confidential and privileged commercial and financial information, which are strictly confidential to the person to whom it is delivered and must not be reproduced,
distributed, divulged or incorporated into any documents, either in whole or in part, without the prior written consent of MAM and should not be disclosed by any recipient under the Freedom of Information Act or any similar local or foreign laws (collectively “Disclosure
Laws”), in reliance upon exceptions available for material of this type. By accepting and maintaining these materials, each recipient agrees to notify MAM in advance of any disclosure of these materials in response to a request pursuant to any Disclosure Laws, to
cooperate with MAM to prevent such disclosure in such manner as MAM may reasonably determine and to use commercially reasonable efforts to obtain confidential treatment for any records to be disclosed.

Other than Macquarie Bank Limited ABN 46 008 583 542 (Macquarie Bank) which is licensed in various jurisdictions, none of the entities noted in this document is an authorised deposit-taking institution for the purposes of the Banking Act 1959 (Commonwealth of
Australia) and the obligations of these entities do not represent deposits or other liabilities of Macquarie Bank. Macquarie Bank does not guarantee or otherwise provide assurance in respect of the obligations of these entities. In addition, (a) each investor is subject to
investment risk including possible delays in repayment and loss of income and principal invested and (b) none of Macquarie Bank or any other Macquarie Group company guarantees any particular rate of return on or the performance of the investment, nor do they
guarantee repayment of capital in respect of the investment.
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Commercial real estate’s pricing reset: limited transactional evidence,
particularly for offices, better for logistics

Latest Market Cap Rates % Interest Rates Financing rates core
[bps shift since end 2021] % secured
[bps shift since cyclical low] (LTV: 50%)
CBD Office Multifamily / Build-to- Logistics Cash rate 10Y bonds Avg of 1. 5Y swaps +
Rent (BTR) margin 2. Baa
corporate yield
Headline: 7.0-9.0
2k onal [+250 bps] Siii-ﬁ's 7‘;2 5;?2'5 3 : (;3b Ex-office: 6-6.5%
(national) Economic: 5.5+ [+ ps] [+75 bps] [+ ps] [+ ps]
Avg. Paris/Munii:h: 3.7 [+110 3.8 44 4.25 29
bps] . 5 5 . _ o
Eurozone R [+140 bps] [+130 bps]3 [+425 bps] [+340 bps]4 2-2:5%
[+120 bps]
UK 5.0 3.85-4.0 4.5 5.25 4.5 6.5-7%
(London) [+125 bps] [+30 to +40 bps] [+150 bps] [+515 bps] [+430 bps] | °
Australia “‘[*f;'(')‘;e :‘]'4 4.25 4.85 4.1 4.1 o
(Syd/Mel) Net: 3.5 [+25 bps] [+120 bps] 400 bps] [+320 bps] ’
Japan 2.5-3.0 3-3.5 3.25-3.75 -0.1 0.6 1.5%
(Tokyo) [-20 bps] [-10 bps] [-10 bps] [unchanged] [+6 bps] =7

Source: MAM Real Estate, Bloomberg, CBRE, CoStar, Green Street, JLL, Knight Frank, Oxford Economics, as at September 2023. 1. Average Paris & Munich 2. Amsterdam only. 3. Average Paris, Munich & Amsterdam. 4. Average Germany, France and Netherlands.
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Financing costs are high relative to in-place yields suggesting further
upward pressure on cap rates, if rates remain unchanged

Relying on income growth (higher rents + tighter vacancies) to drive total returns

in the core space outside of the Japanese market
CBD Offices Yields Europe Prime CBD offices Japan Prime CBD offices

8% 6%
0 Avg. Syd + NG 5% Tokyo Yield
f\ Mel Yield 5% _/\,-/
[ 4%
6% L/ \ 4% V °
[ 3%

3% ’

y 2%
2% 1% -

0% 0%

0% \ \ \ \ 1% -1%
99 05 11 17 23 98 03 08 13 18 23 98 03 08 13 18 23

Avg. Paris +
Munich Yield

4%

Sources: MAM Real Estate Strategy, Bloomberg, JLL, PMA, as at September 2023.
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US and European public and private pricing - Implied cap rates are
suggesting further downward pressure on private pricing...

...particularly in sectors with structural issues (secondary offices) or regulated
rents (European rental housing)

US Office Cap Rates European Multifamily Cap Rates
11% ) 5.5%
US private markets 1
o)
10% (nominal cap rates) I 5.0% J.r"'\_
9% Y as% A
8% o a0 My
| | .
7% [ 1 35% u“-‘“’“"l B
] | ’ ‘~~W~Lh
0 [\, 3.0% ) \
6% - ° EU private markets v \"“_‘Vk/
5% 2.5% (nominal cap rates)

4% 2.0%
2005 2011 2017 2023 2013 2015 2017 2019 2021 2023

Source : MAM Real Estate Strategy, Green Street, as at September 2023.
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Commercial property leverage appears manageable, but pockets of stress
are emerging (secondary offices & retail)

Long debt cycles — total regulated lending exposure appears well contained
which should help to minimise overall stress

Commercial Property Debt Exposures: US Commercial Property Bank Loans*
20 regulated lenders, % of GDP 45 % of total bank credit

40 Small Domestically
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Sources : MAM Real Estate Strategy, APRA, Bloomberg, Macrobond, Mortgage Bankers Association, as at September 2023.

US (excludes multifamily)
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Construction cost inflation appears to have peaked in this cycle, but prices
are unlikely to reset to pre-covid levels anytime soon

Some evidence that costs have fallen a bit in the US with lower raw material
prices + increased contractor availability

YoY% US Construction Costs: YoY% Australia (NSW) Housing Construction Costs:
75 Commodity Prices vs. Input Costs 100 18 VRV Producer Price Indices
20 Global Co.mmodity 80 12
15 Prices (RHS) 60 19
10 40 10
20 3
5 0 6
0 -20 ‘21
-5 -40 0
-10 -60 -2 Input indices (costs to builder)

1993 2003 2013 2023 1983 1993 2003 2013 2023

Source : MAM Real Estate Strategy, Bloomberg, as at September 2023.
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What indicators are we following for a Looking for policy support (and we are confident it will

come)

sustained upswing (7Y+) in asset
pricing and real estate?

Indicator Variable Condition

Leading Indicators for Market Upswings

US 10Y - 2Y bond Turns positive and >50 bps ~8 months ahead of
spread recessions ending
Yield Curve
Fed Funds -150 bps over a four month rolling period some
Rate Cuts Rate ~7 months ahead of recessions ending

Global Manufacturing US ISM manufacturing starts rising on a m/m

End of recession / CRE downturn

Manufacturing Global -
PMI Production Manufacturing PMI basis .5—6 months ahead of the end of
recessions
Global Equities months from Markets tend to start rising on a sustained

Global

end of recession o
Equities

m/m basis ~4 months before the end of
recessions

-9 -6 -3 0

Source: MAM Real Estate Strategy, Bloomberg, as at September 2023.
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Stronger FORECAST Real Growth

Global property’s inflation hedging

characteristics

Europe and US Historical and Forecast Same-Store Incomes in Real Terms

Green Street Net Operating Income (NOI) Growth
— Deflated by US/Eurozone CPI (Oxford Economics forecasts)

10% e -
e
= ( US Industrial
R. . US markets ‘\\ ‘ ,/'
@ 8% EUmarkets 0 TNeee_-=-
S
G e%
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5 . .
= 4% US Single Family
3 Rentals
; EU Office EU Industrial Homes
20
o % EU Retail [ ) PO *
s ‘ US Strip US Apartments
E 0% US Malls Centres EU Resi US Life
Science
@ us office
-2%
-2% -1% 0% 1% 2% 3% 4%

10Y Historical Real NOI CAGR (2013-2022)

Stronger HISTORICAL Real Growth

»

Source: MAM Real Estate Strategy, Green Street, Oxford Economics, as at September 2023.
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Capturing strong market

\\ rental uplifts over the past 5

years at leasing expiry

US Manufactured

US Self
Storage

5% 6%

Short duration sectors where leases & cash flows can be
reset in line with inflation & wages such as rental
housing, self-storage, single family rentals

Value added and refurbishment opportunities in sectors
with strong fundamentals where rents can be reset in
line with high inflation and cost pressures eg industrial,
life sciences

Inflation-linked leases for existing buildings...still
available but less common these days with shift to fixed
rental uplifts

Re-introduction of CPI escalators for new prime office
developments given occupier focus on high quality
space, ESG considerations




Homeownership affordability metrics are worsening — price rises + further

rate hikes will add further pressure

Percent of income required to service a mortgage (P&l) is now back to early 90s

levels for buyers with 25% deposits

Mortgage Rates by Market, %

8
Australia Variable Rate

7

: (new funded loans)
5

4

3

2 UK 5Y Fixed Rate (75% LTV)

1

2003 2008 2013 2018 2023

Source : MAM Real Estate Strategy, ABS, APM, Bloomberg, RBA, ONS, US Federal Reserve Economic Data, as at September 2023.
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Australia’s Housing Affordability (houses + apts)
% income to meet mortgage payments
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L
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*  Median city household incomes
*  Median city prices
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°© 25-year term
¢ P&l loan
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Rental housing: fundamentals are tight — similar trends observed across
developed markets, including UK and Australia

Drivers include stretched housing affordability for purchase, household
formation and tight vacancy

20 UK Private Housing Asking Rents Apartments Median Asking Rents
(new lettings, Homelet data) 700 not seasonally adjusted
15 YoY% SAUD 5
600 per Week Pre-covid Sy ney

trend PR S

10 N\/\/\\_,f

500 _g=mEmesTT
5
{2 /
N A \//'\j\//\/ London
0 A/ \/ /\/J 400 M

5 Brisbane

300
2015 2017 2019 2021 2023 2011 2013 2015 2017 2019 2021 2023

Sources: MAM Real Estate Strategy, ABS (Australia), ONS (UK), US Federal Reserve Economic Department (Eurozone and US), Macrobond, as at September 2023.
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We believe that house price softness and pullback in starts will amplify
housing shortages over the medium term

Lower land values may create opportunities to acquire sites at cheaper prices

US New Home Starts and Sales: Australia-wide Private Dwelling Approvals:
2.0 . Single Family Homes 16 number, trend
millions ,
. 14 ~ '000s monthly data
annualized
1.5 12
10
1.0 [ 8
% 6 !\‘ \A
0.5 | 4 re\ NV Units/Townhouses
Sales 2
0.0 0

1973 1983 1993 2003 2013 2023 1998 2003 2008 2013 2018 2023

Source: MAM Real Estate Strategy, ABS, Bloomberg, as at September 2023.
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Development pipelines appear well contained vs. previous cycles and
concentrated in sectors with stronger demand drivers

European and US office supply growth: US Supply Growth by Sector:
4 Net Additions, %pa Green Street Forecasts, %pa
(f) CoStar/ 3% 5Y forecast 2023-27

3 Europe PMA
/ 2%
\J 0% . I
1 :

1989 1995 2001 2007 2013 2019 2025

Sources: CoStar (US offices), PMA (European offices), Green Street, as at September 2023. These estimates constitute forward-looking calculations based on assumptions, opinions, and estimates regarding future events and circumstances that are considered to be reasonable at the time of preparation.
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Usual office demand drivers have broken down across markets, at least

temporarily

In the past, jobs growth equated to positive net absorption

US white collar jobs growth vs.

25 national office demand YoY% .
million sq ft, annual

20 1 \ Office jobs )
15 growth (right)

10 - -2
5 -0
0 n - 5
-5 -

-10 - - -4

-15 - S

1993 2003 2013 2023

Sources: Bloomberg, BLS, CoStar, JLL, as at September 2023. *Office using jobs sectors: Financial activities, Professional and Business Services, IT, gover
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Australia Office Demand (5 capital cities)

000 sgm, annual ann. ch. 000

600 _ \
Total jobs growth (RHS) \//

400
200
0
-200
-400
-600

2004 2008 2013 2018 2023

nment jobs

500
400
300
200
100

-100

-200
-300
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Gross leasing activity has recovered from COVID disruptions with
demand focused on higher quality space (as it aways is)

Large occupiers ‘right-sizing” their spacing requirements and focusing on high
quality space in CBD and well-connected markets

CBD Office Take-Up: Syd, Mel & Bris Occupied CBD Stock by Grade
1000 000’ sgm, annual 190 5 Capital Cities
index Premium
800 170 1q05=100 //\///
Total 150 ~
600
/\\va\[ Mo 130
200 t/x\/j \/\ 110 c
90
200 20 D

2001 2006 2012 2017 2023 2005 2011 2017 2023

Sources: JLL, as at September 2023.
Strictly confidential | © Macquarie Group Limited



Office occupancy rates are diverging across regions and markets: existing
vacancy is more of an issue in the US

Latest gateway Central Business District office vacancy (% stock vacant,
including space offered by tenants)

35 Europe
30
25
20
” Direct
10 I I I I I R

0 mm I . . .

"v \)Q %‘ & ,3@‘ s \e 'a»‘(7 & ¢ \ Q’& & © @QO& e"{&b '%,bo \\6& S ) & °§> e§ 0\‘90
Q’é\ @ $Q/ t:}'e <<<b @ \‘0(1 $ QQ/ OCE ) \(\% %(/ Q§\ S éo <b é& (\O} c)vs\ e <<<b
<& ) > Q %) N @ S g
NS AN S o
S P &

Source: : MAM Real Estate Strategy, CoStar, JLL, PMA, as at September 2023.

Strictly confidential | © Macquarie Group Limited

20



Industrial sector: demand drivers

Shift to online retail sales has supported demand for logistics & warehousing
space around large consumer populations

US Employment Growth vs. Industrial Demand 35 Ecommerce retail sales penetration, %
million sq ft, annual YoY%
oo N> - " 6 30
Employment growth (RHS)
450 4 25 -
300 2 20 -
150 0 i
15 us -
0 -2 o "~/ T
-150 -4 c — T
/ —= Australia
-300 -6 0 \ \ \ \

1992 2002 2012 2022 2015 2017 2019 2021 2023

Sources : MAM Real Estate Strategy, Bloomberg, BLS, CoStar, PMA, as at September 2023.
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Industrial sector: rental growth remains strong supported by solid
fundamentals, though demand is normalizing

Industrial market rental growth across key developed markets

30% YoY% Industrial Market Rental Growth
20%
10% _— ~
~ / —_————
0% W
-10%

2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023
UK —US —Australia —Canada Europe ex-UK

Sources : MAM Real Estate Strategy, CoStar, JLL, as at September 2023.
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US high quality mall fundamentals appear to be stabilizing following an
extended period of weak demand

‘A" Mall market rents are lifting despite a more cautious consumer supported
by limited new supply over the past decade

US Employment Growth vs. Retail Demand

25 1 million sq ft YoY%
20 Employment

growth (right)
15 -

10 -
5
0 -

5
1998 2003 2008 2013 2018

Sources : MAM Real Estate Strategy, CoStar, Macrobond, as at September 2023.
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