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= With inflation now close to central banks’ target levels, financial markets are not expecting any further rate cuts in
the Eurozone. Increasing levels of government debt, US trade policy uncertainty and remaining inflation
concerns continue to weigh on the bond markets and limit the chances of government bond yields' tightening.

= Across our 20-country European coverage, base case GDP growth is expected at 1.7% p.a. in 2026-30. Other key
macroeconomic drivers, such as business and consumer confidence, unemployment, consumer spending and
industrial production are expected to positively drive occupier demand in most European occupier markets.

= Prime rental growth across all property sectors for 2026-30 is projected at 2.2% p.a., with residential at the top
spot at 3.2% p.a. Limited supply has kept European vacancy low across most sectors. Even in offices, overall
vacancy has passed the peak and the bifurcation between CBD and non-CBD is projected to ease in the future.

=  With borrowing costs at accretive levels and the remaining refinancing challenges projected to moderate, the
European investment market is recovering. This is supported by the latest 2025 IPE Real Assets Expectations
Survey showing a further improvement in sentiment, with offices and retail catching up with the other sectors.

= Against this backdrop of improving fundamentals, 2025 European transaction volumes are projected at €200bn,
up from €183bn in 2024. As bid-ask spreads narrow further we expect 2026 volumes at €215-225bn. Alternative
sectors have expanded their share and are set for a new record of 20% of 2025 volumes.

= Solid occupier markets, more widely available debt finance and positive sentiment have already pushed all-
sector prime yields in by 10bps since Q2 2024 with a further 30bps tightening projected by 2030. The excess
spread between property and bond yields is expected to normalise at historical pre-Quantitative Easing levels.

= On the back of repriced current income vyields, projected rental growth and modest yield contraction, prime all-

sector returns are projected at 8.4% p.a. UK markets are forecasted at 10.3% p.a. -- the top ranked country. Offices
are expected to deliver the best returns at 9.3% p.a., followed by shopping centres with returns of 8.6% p.a.

PRIME INCOME RETURN, 10Y GOVERNMENT BOND YIELD & EXCESS SPREAD (196 EUROPEAN MARKETS AVERAGE, % P.A.)
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Sources: CBRE, Oxford Economics and AEW Research & Strategy as of Q3 2025
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SECTION 1: ECONOMIC BACKDROP - COPING WITH THE NEW NORMAL LEVEL OF UNCERTAINTY
EUROZONE RESILIENCE IN THE FACE OF CHALLENGING NEWS FLOW EZ BUSINESS & CONSUMER ECONOMIC UNCERTAINTY INDICATOR (EUI) AND NEWS-
BASED ECONOMIC POLICY UNCERTAINTY INDEX (EPU), 3M TRAILING AVERAGE

= The post-COVID political winds of change have already led 40 700

to many changes in trade, fiscal, monetary and other

economic policies with more expected to come. 3 600
= Uncertainty around these policy changes - as confirmed by 30 500

the ongoing tariff discussions - has led to increasing 25

concerns from businesses and consumers. 400
= Already widely followed, the economic policy uncertainty 20

(EPU) news index reflects the level of uncertainty reported 15 300

by mainstream newspapers across Europe over time. 0 200
= EPUincreased in 2022 on the back of inflation and rate hikes

and peaked in Apr-25 after US tariff announcements. 5 100
= In comparison, the uncertainty index (EUI) consistently 0 0

measures how insecure Eurozone consumers and
businesses feel about their financial situation.

= The index shows a strong post-COVID resilience from = Business & Consumer Uncertainty (EUI)
consumers and businesses in the light of elevated
challenging news flow on policies.
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e News-based Policy Uncertainty (EPU, RHS)
Sources: AEW Research & Strateqy and Davis Economic Policy Index (2016) as of Q3 2025

EUROZONE BUSINESS AND CONSUMER CONFIDENCE STABILISE EUROZONE BUSINESS & CONSUMER CONFIDENCE, 3 MONTHS TRAILING AVERAGE
= Using the European Commission’s Economic Sentiment 15
Indicator, we can compare consumer and business 10
confidence development over time. 5
= In the long term, business confidence appears to be more 0
volatile, even though the impact from shocks like GFC and 5
COVID are easily identified in both series. 0
= Business confidence was more affected by COVID
lockdowns even if its recovery has been stronger. »
» Post-2022 rate hikes dampened both business and 20
consumer confidence, with the cost of living crisis pushing 25

consumer confidence to a record low. -30
= After the 2022 interest rate hikes, consumers have actively -35
reduced household debts, which has impacted negatively
on their discretionary spending in the short term.
= The encouraging relative stabilisation of business
confidence confirms resilience in the face of elevated levels ==Business Confidence  =====Consumer Confidence
of news-based uncertainty.
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Sources: AEW Research & Strategy and European Commission Services as of Q3 2025

EUROZONE BONDS PROJECTED TO WIDEN AS PRESSURES REMAIN CORE INFLATION, ECB DEPOSIT POLICY RATE & 10YR GOVERNMENT BOND YIELDS

(EUROZONE 2015-30, % P.A.)
= The European Central Bank (ECB) rate hikes from 2022 and
2023 eventually brought inflation down to its stated target of 6
2% by Q3 2025 across the Eurozone. 5
= As inflation moderated, it started easing with rate cuts from
2024. However, in line with consensus we do not expect 4
further cuts but note that cuts are still expected in the UK.
= Eurozone government bond yields are expected to widen
out by 20bps by 2030, even if national projections vary. 2
= Required spending on defence and social benefits will
increase fiscal deficits and funding needs. This could impact
on credit ratings. 0
= [ncreasing public debts, trade policy uncertainties and
lingering inflation concerns are expected to push yields out. L Jols 2016 2018 201 2021 2022 2024 2025 2027 2028 2030
: Sgcv?ngllilg;)iﬁ‘zcgig?gslzgrguiglﬁzt;?\?:(e;;esdmgy the planned @ (ore inflation es====10-year bond yield emss==ECB deposit rate
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Sources: Oxford Economics and AEW Research & Strategy as of 03 2025

@AE -\f- -\’ BOSTON DUSSELDORF FRANKFURT HONG KONG LONDON LOS ANGELES LUXEMBOURG MADRID MILAN PARIS PRAGUE SEQUL SINGAPORE SYDNEY TOKYO WARSAW AMSTERDAM | AEW.COM 3



AEW RESEARCH | 2026 EUROPEAN OUTLOOK

NOVEMBER 2025

ECONOMIC BACKDROP - MODEST GDP GROWTH UNDERPINS REAL ESTATE DEMAND DRIVERS
GDP OUTLOOK UNCHANGED DESPITE TARIFFS

Our property market models use Oxford Economics’ (OE)
forecast of 1.7% GDP p.a. growth for Europe in 2026-30.

In a part reversal from last year, German GDP growth has
started recovering while both the UK and France growth are
projected to be slightly slower than our 20-country average.
Poland and Sweden are projected to have 2026-30 GDP
growth well ahead of the European average, while Italy
remains the laggard in Europe in terms of GDP growth.

This post-tariffs growth projection was unchanged from our
Mar-25 forecasts and therefore better-than expected as tariffs
were feared to have a significant negative impact.

Despite the limited short-term effect of higher US tariffs on
European GDP growth, there might still be longer term
impacts on higher inflation, policy rates and bond yields.

Our downside scenario shows that only Italy - across major
economies - is projected to post negative GDP growth.

EMPLOYMENT TRENDS BROADLY SUPPORTIVE OF REAL ESTATE DEMAND

= Given changes in working and shopping habits, it has
become more challenging to link the demand for specific
types of real estate directly to labour market trends.

= Nevertheless, while the labour market remains robust,
employers will be looking to accommodate staff in offices,
retail premises and logistics warehouses.

= Unemployment is projected to trend down to 6% across the
Eurozone and return to 4% in the UK over the next five years.

= Office employment growth is positive but trending down to
zero in the Eurozone and 1.4% p.a. in the UK by 2030. This
overall trend is unlikely to impact demand for office in bigger
cities.

* |n addition, a partial reversal of the COVID-era working from
home practices is under way and has started driving down
vacancy rates, especially in prime CBD offices

= Finally, these trends highlights the significant demographic
challenge that Europe faces from an aging population, lower
birth rates and more restricted immigration.

REBOUND IN INDUSTRIAL OUTPUT AND RETAIL SALES PROJECTED

= While Oxford Economics' projections for Eurozone GDP
growth remain modest, they are nonetheless positive and
indicate an anticipated improvement in economic activity.

*= Indeed, 2025 is projected to be a turning point, with
cyclical and structural tailwinds anticipated to emerge by
2026.

= After contracting by -1% p.a. in each of the last three years,
Eurozone industrial output is projected to regain
momentum again in 2026-30 at 1.7% p.a. growth.

= Retail sales projections suggest consumer spending will
also recover in 2026-30 as real income growth will pick up
with inflation under control.

= 1.6% p.a. retail sales growth is projected for the next five
years, nearing the 1.8% p.a. observed during the pre-
pandemic period of 2015-18.

= Even if these are not spectacular growth projections, these
intermediate drivers will be supportive for both logistics
and retailer occupier demand.

SELECTED COUNTRIES GDP GROWTH RATE (EUROPEAN AVERAGE ACROSS 20
COUNTRIES 2026-30, P.A.) WITH UPSIDE & DOWNSIDE SCENARIOS
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UK & EUROZONE EMPLOYMENT GROWTH (% PA) AND UNEMPLOYMENT RATE (ILO
DEFINITION)
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EUROZONE INDUSTRIAL PRODUCTION AND RETAIL SALES GROWTH (% P.A. AVERAGE
OVER PERIOD)
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SECTION 2: OCCUPIER MARKET - DECREASING VACANCY RATES SUPPORT RENTAL GROWTH

VACANCY RATES PER SECTOR BASED ON THE INREV ASSET LEVEL INDEX (%, 4-
OFFICE VACANCY RATE INCREASES AGAINST TRENDS IN OTHER SECTORS QUARTER MOVING AVERAGE) - STABILISED ASSETS ONLY

= Vacancy rates across European property sectors have been 2%
declining since the pandemic, with the notable exception of
offices, as indicated by the INREV Asset Level Index (ALI). 10%

= At 10.4%, the office sector has experienced the largest and
most sustained increase in vacancy of any sector post-COVID,
excluding assets under (re)development.

= This is still below the peak of 12% recorded in 2015, yet much
higher than the 5% vacancy observed prior to the pandemic. 4%

= Other sectors vacancy ranges between 3% and 4% as of 2025. e

= Retail vacancy reflects the high quality of assets reported by 2%
institutional investors to the ALl index.

= Residential vacancy did record another increase but remains
low at 3% compared to the near 7% during COVID lockdowns.

= Student housing vacancy has also started trending up to 3.7% = Offices = Retail ) Residential
from a record low level of 3.2%. Logistics ~ Student housing

= The logistics vacancy remains the lowest among our sectors Sources: INREV, AEW Research & Strategy as of 3 2025
at 3.0%, reflecting a slight increase from the 2.2% in Q4 2023.

8%
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OFFICE NET ABSORPTION, STOCK GROWTH AND VACANCY RATE, % OF STOCK -

PRIME OFFICE RECOVERY TO REDUCE BIFURCATION WITH NON-CBD AVERAGE OF 31 EUROPEAN OFFICE MARKETS

= In the largest 31 European office markets, vacancy rates are 2,0% 14%
projected to reach 8.1% by year-end 2025, an increase of 250 2%
basis points compared to pre-COVID levels in 2019. 1,5%

= By year-end 2030, vacancy rates are expected to decrease to 10%
6.3%, as new supply is projected to decline due to reduced 0% 8%
developers’ profitability, lower asset values and higher
construction costs. 0,5% 6%

= Office demand is projected to recover as COVID-era remote 4%
working arrangements are partially reversed, with more firms 0,0%

requiring employees to return to the office. 2%

= Since the COVID lockdowns, a significant bifurcation has -0,5% 0%
emerged between CBD and non-CBD markets. This 2006 2010 2014 2018 2022 2026 2030
divergence is clearly illustrated by their vacancy trends. Net absorption as % of stock (LHS)

= Non-CBD vacancy peaked at nearly 13%, while CBD vacancy mm— Stock growth, y/y % (LHS)
rates remained below 7% in 2025. Occupiers are struggling e Vacancy rate as % of stock (RHS) - Weighted
to find affordable CBD space, particularly in London and == == == (BD vacancy rates (5 cities) - RHS

e e e oo Non-CBD vacancy rates (5 cities) - RHS

Paris.
S : CBRE, AEW R h & Strat f03 2025
= This, in turn, is expected to narrow the gap between CBD ources esearch & Strategy as of
and non-CBD vacancy rates over the next five years. NEW RESIDENTIAL DWELLINGS COMPLETIONS OR DEVELOPMENT STARTS PER COUNTRY
NEW RESIDENTIAL SUPPLY FALLING SHORT OF GOVERNMENT TARGETS (INDEX = 100 AS OF 2007)

= The new supply of housing in Europe has been limited over 250
the past two decades, as illustrated in the chart.

= In the most extreme case, Spain has remained under 20% of
construction completions since the pre-GFC boom.

= Despite a recent decline, at 380,000 p.a. France has built more
dwellings since 2007 than any other European country, 4,
including Germany (243,000) and the UK (174,000). =

= While completions in Germany and the Netherlands have 50
increased post-GFC, they still fall short of government targets.

= 2025 German completions are expected to be as low as 0

200

150

230,000 units compared to a government target of 400,000. SS8&E8g85szE58s¢8888¢8¢3

= Private rental availability has decreased in many markets due oo ~ o~

to fiscal and regulatory changes that have rendered buy-to-let ==UK - Development starts === France - Development starts
Germany - Completions === Netherlands - Completions

and build-to-rent options less attractive.
= On top of this, a growing number of dwellings are rented out .
on a short-term basis through platforms such as Airbnb. Sources: ONS, INSEE, Destatis, CBS, INE, as of 03 2025
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OCCUPIER MARKET - HIGHEST RENTAL GROWTH FOR PRIME RESIDENTIAL & OFFICES

LOGISTICS VACANCY PROJECTED TO COME DOWN FROM NEAR 6% LOGISTICS NET ABSORPTION, STOCK GROWTH & VACANCY RATES FOR NINE
EUROPEAN COUNTRIES
= Logistics developers were able to keep up with the strong 8,0% %

increase in net absorption in the 2016-22 period, which was

prolonged by the e-commerce Covid-related demand boost

during 2021-22. 6.0% 5%
= As demand returned to more modest pre-2016 levels over 5,0%

the past three years, supply outpaced demand, resulting in

7.0% 6%

4%

) ) . 4,0%
an increase in vacancy to 5.5%, up from a low of 2.5% in ’ 3%
2022. 3,0%
= However, as developers’ profitability was hurt by increased 2.0% 2%
costs and lower values, new supply is projected to reduce. © 0% %
= Looking ahead, new supply and demand are expected to o
become more balanced, leading to a gradual decrease in the 0,0% 0%
logistics vacancy rate to 4.1% by 2030. 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030
= With tariffs proving to be less severe than expected, FEEE Net absorption as % of stock (LHS)

mm Stock growth, y/y % (LHS)

fundamen rivers, e.g. near-shoring manuf ring an
undamental drivers, €.g. near-shoring manufacturing a d e \/3cancy rate as % of stock (RHS) - Weighted

higher defense spending, remain favourable for demand.
= The heightened demand for data centres in Europe will  Sources: CBRE and AEW Research & Strategy as of 03 2025
serve as an additional positive factor.

RETAIL VACANCY RATES BY SUB-SECTOR BASED ON THE INREV ASSET LEVEL INDEX
VACANCY TRENDS DIVERGE WITH SHOPPING CENTRES EDGING UP (%) - STABILISED ASSETS ONLY

= In the retail sector, more detailed data reveals diverging %
trends in vacancy rates across various retail sub-sectors.

= Since 2014, reported vacancy rates have remained relatively
low, with only minor increases during the COVID period. 5%

= This data reflects a concentration of high-quality assets in a 4%
limited number of countries and is not considered fully
representative of the European retail markets.

= The vacancy rate for shopping centres reached 6.4% in Q1

6%

3%
2%

2025, up from 4% in Q3 2023, marking its highest level since 1%
2014; however, it has slightly decreased in Q2 2025. 0%

= This is likely due to national retailers reducing their footprint T 2 9 3 I 38533 2 84353 3 3 o
and retaining space only in the most profitable locations. s g 5 5 g 8 8 § 8 § o % g 8 g

= On the other hand, vacancy rates for high street retail have
increased during the first half of 2025. === High street retail === Shopping centres
= Vacancy for retail warehouses (incl. furniture, DIY, etc.) was
reported at 3.7% in Q3 2025, the lowest level since 2014.
= The vacancy rate for multi-tenanted retail parks has been Sources: AEW Research & Strategy and INREV as of Q4 2025
more volatile and higher than that of most other sub-sectors.
EUROPEAN AVERAGE PRIME RENTAL GROWTH BY PROPERTY TYPE OVER THE

PRIME RENT GROWTH PRIMARILY DRIVEN BY LIMITED SUPPLY NEXT 5 YEARS (2026-30, % P.A.)

= Retail parks/warehouses Supermarkets

= Qur latest base case forecast for prime rental growth across
all sectors for the 2026-30 period is projected at 2.2% p.a.,
an increase from 2.0% anticipated in our Mar-25 base case.

= Again, the residential sector leads our rental outlook, with
an average projected growth rate exceeding 3.2% p.a.

= A further downward revision of the supply of new
residential units continues to highlight existing shortages.

= Average rental growth is projected at a solid 1.8% p.a. in the
downside and 2.7% p.a. in the upside scenario.

= Prime office rents are projected to grow by over 2.6% p.a., I
securing the second position across sectors. 0 I

= The counterintuitive scenario results for the logistics can be

5

~N

Residential Office (63) All markets Logistics High Street  Shopping

explained by the historically stronger relationship between (25) (196) 39) (36)  Centre (33)
the sector's rental growth and inflation, rather than GDP.

= Shopping centres and high street retail have projected M Downside Base case H Upside
2026-30 rental growth of 1.6% and 1.2% p.a., respectively. Sources: CBRE and AEW Research & Strategy as of 04 2025
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SECTION 3: ACCRETIVE BORROWING COSTS & EASING REFINANCING CHALLENGE

EUROZONE DEBT COSTS HAVE STABILISED AND REMAIN ACCRETIVE

= QOver the past year, average all-in borrowing costs have
stabilised at accretive levels below prime yields, particularly
in the Eurozone, and less so in the UK.

= Based on the latest data, Eurozone 5-year swap rates have
tightened to 2.2% pa from 2.8% over the past four quarters.

= Loan margins have also tightened slightly from 170bps to
160bps since Jun-24.

= As a result, CRE all-in borrowing costs have come down
from 5.1% to 3.9% p.a. over the last two years.

= Cross-sector prime yields in the Eurozone as of Sep-25 are
estimated at 5.1%, down from 5.2% from Feb-24.

= These recent yield levels still represent a significant
increase from the 3.8% prime yields recorded in May 2022,
prior to the onset of inflation and interest rate hikes.

= Based on this, CRE debt has remained accretive to the
equity as prime vyields of 5.1% are 120bps ahead of all-in
borrowing costs of 3.9% p.a. as of Sep-25.

MOST OF €74BN EUROPEAN DEBT FUNDING GAP PROJECTED FOR 2026

= Despite lower borrowing costs, refinancing challenges
persist for many European investors, particularly in 2026.

= Qur estimate for the European debt funding gap (DFG) for
2026-28 is €74bn, representing an 18% reduction from
2023, indicating that the collective challenge is beginning
to ease.

= Office-backed loans constitute 41%, followed by retail loans
at 21%, residential loans at 19%, and other categories at 18%
of the total DFG for the 2026-28 period.

= Apart from historical reductions and projections of capital
values, absolute DFG volumes also reflect historical
acquisition and loan origination levels across each sector.

= Therefore, scaling DFG by origination volumes can provide
additional insights.

* Based on this, the relative DFG as a percentage of original
loan originations across Europe has also eased, decreasing
to 12% from 13% a year ago.

FRANCE MOVES AGAINST THE TREND & RANKS TOP FOR RELATIVE DFG

= Despite easing to 12% from 13% a year ago, the change in
relative DFG over the last year varies by country.

= France’s €17bn DFG stands out as the highest in Europe at
20% of original loans. With this increase from last year’s 18%,
France moves against the overall European easing trend.

= This change is attributed to a more pessimistic outlook on
French capital values, particularly in the logistics and office
sectors, compared to last year's projections.

= Germany’s €23bn DFG ranks highest in absolute terms but
comes second when considered relative to original loans,
representing 16% (down from 19% last year).

= The German residential-linked DFG is larger than elsewhere
due to the sector's significant share of German deal
volumes.

* Jtalian and Spanish figures have remained below the
European average, at 10% and 8%, respectively.

= As before, the UK ranks at the lower end with a DFG of just
€11bn, representing 6% of original loan volumes.

EUROPE (EXCL. UK) PRIME ALL-SECTOR PROPERTY YIELDS COMPARED TO EURQ ALL-IN
BORROWING COSTS (P.A. %)
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s Margin EEEEEM 5-year Swap Rates e Prime property yield (Europe ex. UK)

Sources: AEW Research & Strategy, OE, CBRE & Chatham Financial as of Q3 2025
DEBT FUNDING GAP BY PROPERTY SECTOR IN €BN
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DEBT FUNDING GAP FOR 2026-28 BY COUNTRY ACROSS SECTORS IN % OF ORIGINAL
LOAN ORIGINATION
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SECTION 3: STRONGER CAPITAL RAISING TRIGGERS RECOVERY IN LIQUIDITY

DEAL VOLUMES RECOVER AS SENTIMENT IMPROVES EUROPEAN INVESTMENT VOLUMES BY PROPERTY TYPE (EBN) - ACTUALS & PROJECTIONS(*)

= Based on Q83 2025 year-to-date volumes of €130bn, we still 400 25%
expect full year 2025 volumes at €200bn and 2026 at 35

€220bn. These are both ahead of the restated 2024 €183bn 300 I 20%
full-year volumes. |

= This liquidity recovery confirms that improved sentiment is 250 2 i i 1%
bridging the bid-ask spread. In fact, with more widely 200 I I I 17 é
available debt, liquidity could rebound more than projected. 150 g a I I | Z é 10%

= However, there are sectors where bid-ask spreads remain a 00 i i B | | i | ] é
hurdle such as non-CBD offices and other secondary assets. i i p %

X . 50 ¢'

= As lenders push for refinancings and fund managers I il I I I 10s o
facilitate redemptions, transactions proceed at reduced RS OENNMTILWOEREISRND T LS ’
prices compared to many sellers’ original reserve prices. SRRNJIRRSIRRIIRILRRRIRES

= As both stock and bond pricings exceed their fundamentals S
and private credit is starting to show some defaults, property . QE:’MF:;E;I“* = gz:n
is likely to become more attractive for multi-asset investors. Logistics m—ffices

= Given that the European property markets are in the early e Share of alternative sectors (RHS)
stages of recovery, we anticipate that more institutions will
increase their long-term allocations to real estate portfolios. Sources: MSCI/RCA and AEW Research & Strategy as of 03 2025

OVERSEAS INVESTORS LOOK AT EUROPE TO DIVERSIFY ALLOCATIONS FUNDRAISING BY REGION FOCUS, CAPITAL RAISED GLOBALLY ($BN)

= This expectation is supported by the latest PERE data on 70
real estate fundraising by targeted region, which highlights
an interesting regional capital rotation on a global scale.

= Capital raised for European real estate has increased an 50

x1.4
/ x1.6
impressive sixfold in the first three quarters of 2025
compared to the same period last year. 40 [
= Although North American-targeted fundraising dominates 30 X6.3
in absolute terms, it has, like APAC, experienced more
modest relative fundraising increases over the same period. 20 X1.5
= This is likely due to North American and Asian investors re- 10 /I
=1 B

allocating capital to Europe to geographically diversify their

portfolio deliberately at this time of elevated uncertainties. 0 i o
= We expect a higher levels of liquidity in the European North America — Multi-region Europe APAC
market from an increase in these overseas investors’ mQ1-032024 W Q1032025

allocations, both for core and value-add strategies. Sources: PERE and AEW Research & Strategy as of 03 2025

COMPARISON OF PUBLIC & PRIVATE MARKET PRICE & VALUATION INDICES (Q1
POSITIVE PRIVATE MARKET MOMENTUM UNLIKE PUBLIC MARKETS 2021=100)

= Private market indices have continued their positive
momentum despite a recent pause in the recovery of
EPRA’s publicly listed property companies (incl. REITSs). 10
= REITs have led valuation indices as they experienced a
sharp repricing from 2021 peak, coinciding with the rapid 100
increase in inflation and anticipated interest rate hikes.

120

= In 2021-23 REIT investors saw a 40% repricing due to %
heightened debt levels and costs, as well as concerns 80
specific to the office sector.
= With a three-quarter lag, private market indices for prime 70
assets (CBRE) and institutional quality appraisal-based 6
values (lNREVALl), declined by 20% and 17%, respectively. 5 9 5 N5 8585858583535 3835239
= Since mid-year 2023, REITs rebounded by 22% to Q3 2025 EE2EEEe8sSg88N88g8388
but have since slipped by 5% to Q3 2025. coom T T Esa e s e A s S SS
= Our two private real estate value indices have started = EPRA price index === INREV asset-level valuation index
rebounding from Q1 2024 without any reversal. = CBRE prime capital value index

Sources: CBRE, INREV, EPRA and AEW Research & Strategy as of 03 2025
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INDUSTRIAL OUTPUT INDEX AND RETAIL SALES GROWTH



AEW RESEARCH | 2026 EUROPEAN OUTLOOK

NOVEMBER 2025
PROPERTY YIELDS TO TIGHTEN AS EXCESS SPREAD WITH GOVERNMENT BONDS NORMALISES

OFFICE & RETAIL SENTIMENT CATCHING UP WITH RESI & LOGISTICS CAPITAL VALUE EXPECTATIONS SENTIMENT BY PROPERTY TYPE, (NET %, UK, DE, FR)

= The Sep-Oct-25 IPE Real Assets Expectations Indicator 100
survey confirms that the sentiment among European 80
managers continued to broadly improve. 60

= The net percentage (%) reflects the difference between the 40

share of managers who believe property values would 28
increase vs decrease over the next 12 months. 20

= Across all four sectors over 68% of respondents expect a .4
positive capital value increase in the next 12 months, up from -60
60% in Mar-Apr-25. -80

= Retail and office-focused manager sentiment is resuming its ~ -100

d

positive momentum and is approaching the now stabilised ; i :"; é ; E 3 2 E % i § § § § u‘;; §
high levels for residential and industrial. t 2 22T ziEsezzEgeTER
* These latest results also confirm that the range of sentiment 5248282528842 823:23
across sectors has narrowed. o ] ] )
= Past changes in manager sentiment are correlated to actual Apartment/Residential === Industrial ===0ffice ===Rea
European transaction volumes, which implies that improved
sentiment can be expected to push up volumes in 2025-26. Sources: IPE and AEW Research & Strategy as of 04 2025

PRIME YIELD TIGHTENING PROJECTED TO MODERATE FURTHER
EUROPEAN PRIME YIELDS BY PROPERTY SECTOR - BASE CASE, %

7.0
6,5

= In a change of momentum, prime yields started tightening
from their record highs in Q2 2024. This was after higher
rates pushed yields up by 135bps over the 2022-24 period.

= Qver the last four quarters prime residential yields tightened 6.0
most of any sector by 14bps, followed closely by high street 55 Py
retail and logistics at 13bps and 12bps, respectively. 5,0 /. TP cccccae -

= Based on solid occupier market drivers, stable borrowing 45 ’P T

costs and improved liquidity, prime yields across all sectors '

are now projected to move in by just over 30bps by 2030. 40 v
= Prime office yields are forecasted to tighten by 45bps over 35
the next five years from mid-year 2025, followed by shopping 30

centres and logistics at 35bps and 30bps, respectively.
= Prime office yield tightening is unlikely to lead to lower yields
for non-prime offices in the short term. But shortage in prime

2,5 .
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

) ) e High Street (36 Logistics (39
CBD sub-markets might start pushing secondary rents up. Olf?ice (r:;) a6 RZE:Z;;; (;5)
= Also, further improvement in office investor sentiment and )
. . X R Shopping Centre (33) e a» o A||-sector average (196)
prime rental growth might trigger a broader recovery in the
medium term. Sources: CBRE and AEW Research & Strategy as of Q3 2025
PRIME INCOME RETURN, 10Y GOVERNMENT BOND YIELD & EXCESS SPREAD (196
EXCESS SPREAD OVER BONDS BACK TO PRE-QE HISTORICAL AVERAGE EUROPEAN MARKETS AVERAGE, % P.A)
= Many income-oriented investors often consider property T :
yields relative to “risk-free” government bonds yields. 6 I
= This comparison remains limited in scope as bonds and 5
property have their own risk profile, income characteristics,
and potential for appreciation. 4
= When looking at the data, prime property yields in Europe 3

widened by 140bps, while bond yields widened by 350bps
since year-end 2022. 2
= The current excess spread of property yields over bond 1

1

yields at 160 bps is projected to remain stable over the next 0 I
five years. |

= |t is half the 320bps 2009-21 historical average excess L '

- o S5383I85T2NRLLYRTANTUERS
spread. However, that period was unusual as quantitative S2IS88SE823k3k8k¢g8¢8g¢s¢s¢8
easing (QE) brought bond yields down to near zero levels. Spread e 10y gvmt bond yield

= The anticipated 2026-30 excess spread is projected in line e Prime property yield QE-era average (2009-2021)
with the pre-QE historical 2000-08 average of 160bps. == == Pre-QE average (2000-2008)

- Sources: CBRE, Oxford Economics and AEW Research & Strategy as of Q3 2025
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SECTION 3 - PRIME OFFICES AND UK TOP RANKINGS
UK RANKS FIRST IN PROJECTED TOTAL RETURN RANKINGS

= Qur base case projections for prime total returns across all
sectors for the 2026-30 stand at 8.4% p.a., reflecting a slight
increase from 8.2% p.a. in our previous Mar-25 base case.

= UK markets are projected to deliver the highest average total
return of 10.3% p.a., which is driven by relatively higher
current yields and stronger forecasted yield compression.

= CEE markets are ranked second with a forecast return of 9.1%
p.a., driven by high current income vyield.

= Spanish markets rank third in our total return projections,
driven by higher rental growth relative to many other
countries.

* The total returns for the German and Benelux markets are
projected to be close to the overall European average, at
rates of 8.4% and 8.3% p.a., respectively.

= The markets in ltaly, France, and the Nordics fall below the
European average for prime return projections.

OFFICE REMAINS TOP RANKED SECTOR IN OUR RETURN PROJECTIONS

= Again, prime office markets are projected to have the highest
returns of any sector at 9.3% p.a. over the next five years.

= This is driven by robust projected prime rental growth and a
larger-than-anticipated repricing in 2024.

= Prime shopping centre markets rank second, with projected
returns of 8.6% p.a., supported by their high current yields
and improving rental growth forecasts.

= Base case prime logistics returns are aligned with the
European all-markets average, projected at 8.4% p.a.

= Qur downside and upside scenarios project average returns
of 7.4% p.a. and 9.9% p.a. returns across sectors, respectively.

= Qur latest return projections are primarily driven by higher
current incomes, as yields widened in the recent downcycle,
and capital value appreciation from expected rental growth.

= Since projected vyield tightening by year-end 2030 is
expected to remain limited, capital value growth from this
source will likely be modest.

UK OFFICES SHOW HIGHEST RETURN ACROSS SEGMENTS

= |f we look at our projected 2026-30 base case returns across
countries and sectors, we note that UK offices offer the best
returns at 12.4% p.a., followed by Spanish offices at 10.6% p.a.

= Three prime shopping centre markets are next in our ranking:
Spanish, German and UK at 10.5% p.a., 9.8% p.a. and 9.7%
p.a., respectively. ltalian centres at 9.2% p.a. are in eighth
place.

= |n sixth and seventh position, Polish and UK logistics markets
are forecasted at 9.4% p.a. and 9.2% p.a. returns in 2026-30.

= German and Dutch offices round out our top ten segment
ranking at 9.2% p.a. and 9.0% p.a. projected 2026-30 returns.

= We observe that no residential, high street retail, or French
segments are int the top ten. It is important to note that
single-city segments are excluded from this ranking.

= Finally, it is important to note that projected returns do not
account for segment-specific risks or borrowing costs, which
could affect leveraged returns.

NOVEMBER 2025

EUROPEAN PRIME TOTAL RETURNS BY COUNTRY (2026-30, % P.A.)
12

10

©

o
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UK (35) CEE(17) Spain Al Germany Benelux Italy (8) France Nordics
(14)  Markets (25) (23) (33) 1)
(196)
M Downside Base case W Upside

Sources: CBRE, AEW Research & Strategy as of Q3 2025
EUROPEAN AVERAGE PRIME TOTAL RETURNS BY PROPERTY TYPES (2026-30, % P.A.)
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Sources: CBRE and AEW Research & Strategy as of Q3 2025

TOP 10 CORE COUNTRY-SECTOR SEGMENTS BY 2026-30 PROJECTED UNLEVERED
PRIME RETURN FOR SEP-25 BASE CASE, %, (XX) IS NUMBER OF SUB-MARKETS
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Sources: CBRE, AEW Research & Strategy as of 03 2025
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ABOUT AEW

AEW is one of the world's largest real estate asset managers, with €73.8bn of assets under management as at 30 June 2025[1]. AEW has over 860
employees, with its main offices located in Boston, London, Paris and Singapore and offers a wide range of real estate investment products including
comingled funds, separate accounts and securities mandates across the full spectrum of investment strategies. AEW represents the real estate asset
management platform of Natixis Investment Managers, one of the largest asset managersin the world.

As at 30 June 2025, AEW managed €35.8bn of real estate assets in Europe on behalf of a number of funds and separate accounts. AEW has over 520
employees based in 11 offices across Europe and has a long track record of successfully implementing Core, Value-Add and Opportunistic investment
strategies on behalf of its clients. In the last five years, AEW has invested and divested a total volume of almost €15bn of real estate across European
markets.

RESEARCH & STRATEGY CONTACTS

HANS VRENSEN CFAZ, CRE IRENE FOSSE MSC
Head of Research & Strategy Director
Tel. +44 (0)20 7016 4753 Tel. +33(0)1 78 4095 07
hans.vrensen@eu.aew.com irene.fosse@eu.aew.com
ALEXEY ZHUKOVSKIY CFA?2 KEN BACCAM MSC
A \ y Associate Director Director
. Tel. +44 (0)78 87833872 Tel. +33(0)178 4092 66

ken.baccam@eu.aew.com

_ alexey.zhukovskiy@eu.aew.com
- '«)

ISMAIL MEJRI

Associate
Tel. +33(0) 178403981
ismail. mejri@eu.aew.com

INVESTOR RELATIONS CONTACTS

ALEX GRIFFITHS
Managing Director
Tel. +44 (0)20 7016 4840
alex.griffiths@eu.aew.com

BIANCA KRAUS
Managing Director
Tel. +4989309080710
bianca.kraus@eu.aew.com

MATILDA WILLIAMS
Executive Director

Tel. +44 (0)7795 374 668
matilda.williams@eu.aew.com

EMMANUEL BRECHARD
Executive Director

Tel. +33(0)178 409553
emmanuel.brechard@eu.aew.com

LONDON PARIS DUSSELDORF
AEW AEW AEW

Level 42, 8 Bishopsgate 43 Avenue Pierre-Mendes France Steinstraf3e. 1-3
London EC2N 4BQ 75013 Paris D-40212 Dusseldorf
UNITED KINGDOM FRANCE GERMANY

This publication is intended to provide information to assist investors in making their own investment decisions, not to provide investment advice to any specific investor. Investments discussed
and recommendations herein may not be suitable for all investors: readers must exercise their own independent judgment as to the suitability of such investments and recommendations in light of
their own investment objectives, experience, taxation status and financial position. This publication is derived from selected sources we believe to be reliable, but no representation or warranty is
made regarding the accuracy of completeness of, or otherwise with respect to, the information presented herein. Opinions expressed herein reflect the current judgment of the author: they do
not necessarily reflect the opinions of AEW or any subsidiary or affiliate of the AEW's Group and may change without notice. While AEW use reasonable efforts to include accurate and up-to-date
information in this publication, errors or omissions sometimes occur. AEW expressly disclaims any liability, whether in contract, tort, strict liability or otherwise, for any direct, indirect, incidental,
consequential, punitive or special damages arising out of or in any way connected with the use of this publication. This report may not be copied, transmitted or distributed to any other party
without the express written permission of AEW. AEW includes AEW Capital Management, L.P. in North America and its wholly owned subsidiaries, AEW Global Advisors (Europe) Ltd. and AEW Asia
Pte. Ltd, as well as the affiliated company AEW Europe and its subsidiaries. There is no assurance that any prediction, projections or forecast will be realised.

1Source: 2025 IRE.IQ Real Estate Managers Guide”. The Guide, published annually by Institutional Real Estate, Inc., ranks real estate managers based on the gross value of real estate AUM (Sm) as
of December 31, 2024. 2CFA® and Chartered Financial Analyst® are registered trademarks owned by the CFA Institute

[1] As of June 30, 2025. AEW includes (i) AEW Capital Management, L.P. and its subsidiaries and (ii) affiliated company AEW Europe and its subsidiaries. AEW Europe and AEW Capital Management,
L.P. are commonly owned by Natixis Investment Managers and operate independently from each other. Total AEW AUM of €73.8 billion includes €35.8 billion in assets managed by AEW Europe and
its affiliates, €3.7 billion in requlatory assets under management of AEW Capital Management, L.P., and €34.3 billion in assets for which AEW Capital Management, L.P. and its affiliates provide (i)
investment management services to a fund or other vehicle that is not primarily investing in securities (e.g., real estate), (ii) non-discretionary investment advisory services (e.g., model
portfolios) or (iii) fund management services that do not include providing investment advice.
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