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REITs

High Inflation, Rapidly Rising Rates, Recession Fear
Risk or Opportunity?

How do REITs behave in recessionary
times?

What'’s priced in?
Is it time to buy?
What's the upside?

What to buy?




Past recessions



2022 YTD Market Recap by Geography

- Countries experiencing higher rates of inflation and more monetary policy tightening fared the worst

- Led by Continental Europe driven by higher energy and food prices that come with Russia’s war with Ukraine and higher debt
servicing costs

- Extended lockdowns in Asian markets have warded off inflation resulting in stronger performance in that region:
- Led by Japan driven by the central bank’s strong commitment to keeping yields low

- Followed by Singapore given the country is the furthest along in term of ‘living with COVID’

Region 1H 2022 (%)
Japan 3.7
Singapore 0.7
Hong Kong 0.5
Australia -16.6
Canada -18.5
United Kingdom -19.1
United States -20.5
Continental Europe -30.6
Global -17.4

Source: Bloomberg, as of June 30, 2022



Oil Crisis I — November 1973

Oil Crisis II - January 1980

Oil Crisis IIT - July 1981

Early 90s Recession — July 1990

Dot Com - March 2001

Great Financial Crisis - December 2007

Covid Recession - February 2020



Historical Yield Curve Inversions

- We have a partially inverted curve
- 12 partial inversions -> 8 full inversions -> 7 recessions

- Scenario #1 — no recession (5/12 times): 15-20% return for equities and 10-15% return for REITs for each of the next 3 years,
equities to outperform

- Scenario #2 — recession (7/12 times): double digit return in the following 12 months, flat return in year 2 with possible drawdowns,
and back on track in year 3. REITs outperform

- Historically, in the event of a recession vs. no recession, equity returns have varied significantly. However, for REITs, in either
scenario, the 3-year returns are more consistent

Scenario 1 & 2 U.S. Equities U.S. REITs

st ot ToM 1M Tl\+43 Tas Tltlg T+M 12 TTVIz4 T+MBG ToM T T;r43 T;Ie Tl\+49 T+M 12 T+MZ4 T+ 360
(%) (R oy () (%) (%) (%) (%) | )Ry o) (%) (%) (%) (%)

2/28/1973 Partial > Full > Recession 22 -36 -54 -51 -11.8 -10.6 -185 72 | -53 -55 -52  -42 -10.8 -2.1  -17.1 4.2
8/31/1978 Partial > Full > Recession | 203 75 69 -3.7 07 122 305 36.8 | 20.8 9.9 -10.9 -0.7 17.1 39.2  62.4 80.7
8/31/1980 Partial > Full > Recession | 112 111 156 102 125 63 104 482 | 186 201 9.3 75 125 183  18.1 62.0
9/30/1984 Partial > Nothing | 7.4 9.8 1.9 11.0 182 141 435 81.0 | 9.4 8.9 82 143 160 132  30.8 38.1
3/31/1986 Partial > Nothing | 299 136 59 -06 51 254 206 379 | 125 11.0 4.3 5.1 76 153  13.3 19.8
11/30/1988 Partial > Full > Recession | 6.4 5.6 6.6 181 285 279 258 451 | 44  -14 16 5.8 9.2 48  -16.1 20.5
12/31/1994 Partial > Nothing | 5.0 0.1 9.4 187 265 324 538 841 | 09 0.3 3.2 86 153 206 57.2 79.4
11/30/1995 Partial > Nothing | 141 8.2 62 113 93 253 51.8 754 | 8.3 21 104 133 202 321 624 49.2
11/30/1997 Partial > Full > Nothing | 136 6.8 100 144 3.0 236 435 407 | 16.6 8.1 0.6  -1.4 -18.7 -13.2 -22.7 1.4
9/30/1999 Partial > Full > Recession | 07 64 142 171 145 139 -151 -362 | 03  -10.1 0.3 1.6  13.1 227 33.3 40.8
8/31/2005 Partial > Full > Recession | 25 2.9 2.9 5.9 5.6 87 232 124 | 153 83 2.7 11.8 11.3 239 285 21.3
12/31/2018 Partial > Full > Recession | 63 -13.8 132 179 19.6 28.4 485 746 | -5.0 -57 154 161 23.5 22.6 17.4 54.6
3/31/2022 Partial > ? | 63 -45 -168 -7.6 - - - - | 120 -37 -182 -9.1 - - - -
Average Al | 8.9 3.5 6.1 9.6  11.0 17.3 26,5 423 | 8.1 3.8 3.3 6.5 9.7 165 22.3 39.3
Partial > No Recession | 140 77 67 110 124 242 426 638 | 95 6.1 53 80 81 13.6 28.2 37.6

Partial > Recession | 5.3 0.5 5.8 8.6 10.0 (12.4 15.0 26.9 | 7.0 2.2 1.9 54 10.8 (18.5 18.1 40.4

6 Source: Bloomberg



REIT Performance in Recessions

- Scenario 3 - recession is coming sooner, or we are already in one

- Start from a quarterly negative real GDP print

- 10 initial negative GDP prints -> 7 recessions

- Equity and REITs are expected to be flat with potential drawdowns over the next 12 months. However, year 2 and year 3 are
expected to deliver strong positive returns

- There are two negative outliers, especially for REITs

- First oil crisis in 1973

- Subprime crisis in 2008

- Outlook improves if we deem the GFC as unlikely/irrelevant to the challenges facing us today

Scenario 3 U.S. Equities U.S. REITs
oot et T(B/GOI;I T(o,i';' T;|3 T;S Tltlg T+M 12 T-I|;424 T+M36 T(ZZI;I T(OZI;I T;r43 T;Ie T;lg T+|v| 12 T+Mz4 ™ % %
(%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%)
09/30/1973 Neg. GDP -> Recession -0.9 4.9 -89 -11.8 -19.5 -47.1 -11.8 159 | -0.1 53 -13.3 -6.6 -17.6 -33.2 -18.3 12.5
06/30/1980 Neg. GDP -> Recession | 9.4 12.9 109 20,6 221 19.8 8.0 577 | 11.7 188 13.0 205 290 363 293 78.2
06/30/1981 Neg. GDP -> Recession | -08 -23 -105 -3.5 -11.0 -11.9 37.8 33.4 | 158 7.3  -12.8 23 52  -7.1 419 54.9
12/31/1990 Neg. GDP -> Recession | -5.4 8.8 13.9 13.9 19.2 28.0 356 454 | -10.3 8.7 22.0 249 346 48.4  70.4 91.4
03/31/2001 Neg. GDP -> Recession | -19.7  -11.9 6.0 -9.3 1.1 1.5 248 62 | 50 -0.6 11.7 5.7 112 19.9 145 58.2
03/31/2008 Neg. GDP -> Recession | -12.9 -9.7 -2.3 -10.6 -33.5 -43.8 -1.9 14.2 | -11.6 1.6 -4.8 -0.3 -39.4 -75.0 6.8 29.9
03/31/2011 Neg. GDP-> No Recession | 16.3 5.8 02 -143 -2.6 9.5 23.1 435 | 13.9 6.2 3.7  -116 3.6 143  28.6 34.3
09/30/2011 Neg. GDP-> No Recession | -143  -145 117 23.8 21.3 275 457 642 | -11.6 -153 152 259 29.7 299 365 49.7
03/31/2014 Neg. GDP-> No Recession | 121 2.0 5.2 6.4 11.2 124 151 312 | 9.4 9.9 6.8 3.8 17.7 22.6  27.9 30.8
03/31/2020 Neg. GDP -> Recession | -11.8  -20.6 19.6 28.6 40.7 46.8 623 - | 315 306 114 124 254 348 589 -
03/31/2022 Neg. GDP -> ? | 6.3 -45 -16.8 -7.6 - - - - | 120 37 -182 91 - - - -
Average All | -28  -2.5 4.6 4.4 4.9 4.3 18.9 34.6 | -0.9 1.1 5.3 7.7 8.9 9.1 29.6 48.9
Neg. GDP-> No Recession | a7 2.2 5.7 5.3 10.0 165 280 463 | 3.9 0.3 8.6 60 17.0 223 31.0 38.2
Neg. GDP -> Recession | 60 -25 | 41 4.0 28 -09 | 150 288 | -3.0 1.5 3.9 8.4 5.4 3.4 | 29.1 54.2
Neg. GDP -> Recession (ex- I 49 14 | 52 64 88 62 | 179 317 I 16 15 | 54 99 129 165 | 328 59.0

GFC)

Source: Bloomberg



Thoughts on Inflation



Real Policy Rate

- Pre-80s: monetary policy was predominately driven by inflation risk. Each cycle saw higher peak interest rate as the Fed tried to
contain inflation

- Post-80s: monetary policy was predominately driven by unemployment risk. Lower rates were needed to stimulate the economy.
Subsequent rising rates were a result of normalization, not to fight inflation

- Pre-80s: saw greater extremes between peak and trough interest rates and inflation vs. post-80s, which suggests the economy had
become more sensitive to interest rate hikes

|
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Saving Effect vs. Consumption Effect

- Pre-80s: aggregate debt in the economy was declining post WWII, which meant that raising the cost of borrowing had minimal
impact on disposable income. Therefore, interest rates needed to exceed inflation in order to encourage people to save rather than
spend to curb inflation

- Post-80s: aggregate debt in the economy grew tremendously. Disposable income became more sensitive to small increases in
borrowing costs. Therefore, QT tended to hurt consumption quicker, encouraging de-leveraging (instead of saving), which cooled
down the economy and/or CPI

- Today, we are combating high inflation like the pre-80s. However, high aggregate debt levels make consumers’ discretionary income
more impacted by small changes in interest rates

Household Debt % GDP [
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Consumer Sentiment vs. CPI

- CPI is at a 40-year high

- Consumer sentiment is at 40-year low

- The last time sentiment was at this level (May 1980), it coincided with peak CPI at 14%, policy rate was fluctuating 10-20% on a
monthly basis, the QoQ was -8%
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Tougher Comps on CPI Starting H2 2022

Month CPI YOY
5/31/2002 8.6%
4/30/2022 8.3%
3/31/2022 8.5%
2/28/202 7.9%
1/31/2022 7.5%
12/31/2021 7.0%
11/30/2021 6.8%
10/31/2021 6.2%
9/30/2021 5.4%
8/31/2021 5.3%
7/31/2021 5.4%
6/30/2021 5.4%
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Household discretionary income is much more sensitive to interest
rate moves today

Consumer sentiment is the worst it has been in 40 years

Inflation is about to face tougher comps in the second half of the year

Historically, this data suggests that inflation has likely peaked and is set to
come down



What's Priced In

There have been six global economic cycles over the last 50 years. In a bear market, stocks fall nearly 35% from peak-to-trough
(using the MSCI World Index as a guide).

Stocks peak about six months ahead of the start of a recession and they bottom about a year after the recession starts.

Excluding the Great Financial Crisis the average peak-to-trough decline in a “typical” bear market is a little over 20%.

In the first half of 2022, global equities declined 20.3% (USD) which implies the market has already priced-in a “typical” bear market
/ recession.

Post-WW?2 S&P 500 Bear Markets*

S&P 500 % Change Once -20% Threshold is Hit
Days to Days from - % Chg from - Full Bear Full Bear Next Next Next3 Next6  Next
Start -20% Bear End 20%toEnd 20%toEnd % Chg #ofDays Week Month Mths Mths Year
5/29/46  9/3/46 97  5/19/47 258 -8.20 -28.47 355 -2.73 -0.13 -3.40 2.73 2.20
6/15/48 6/13/49 363 6/13/49 0 0.00 -20.57 363 3.84 9.08 16.16 22.80 42.07
8/2/56 10/21/57 445 10/22/57 1 -0.43 -21.63 446 3.24 3.40 5.49 9.66 30.96
12/12/61 5/28/62 167 6/26/62 29 -5.73 -21.97 196 3.19 -1.96 5.93 11.93 26.14
2/9/66 8/29/66 201 10/7/66 39 -1.78 -22.18 240 3.88 2.39 7.90 16.44 24.62
11/29/68 1/29/70 426 5/26/70 117 -19.14 -36.06 543 0.25 4.45 -4.53 -8.93 11.89
1/11/73 11/27/73 320 10/3/74 310 -34.92 -48.20 630 -2.20 213 0.73 -7.44 -26.92
11/28/80 2/22/82 451 8/12/82 171 -8.22 -27.11 622 1.54 1.06 2.96 1.28 30.37
8/25/87 10/19/87 55 12/4/87 46 -0.41 -33.51 101 1.26 6.76 10.89 14.71 23.19
3/24/00 3/12/01 353 9/21/01 193 -18.16 -36.77 546 -0.79 0.28 6.41 -7.42 -1.24
1/4/02 7/10/02 187 7/23/02 13 -13.34 -31.97 200 -1.57 -1.29 -12.66 0.77 7.41
10/9/07 7/9/08 274 11/20/08 134 -39.55 -51.93 408 0.05 4.15 -26.90 -28.47 -29.08
1/6/09  2/23/09 48  3/9/09 14 -8.99 -27.62 62 -5.72 10.71 19.33 38.05 47.26
2/19/20 3/12/20 22 3/23/20 11 -9.81 -33.92 33 -2.87 12.46 22.60 34.68 58.96
1/3/22 ? 161+ 7? ? ? ? ? ? ? ? ? ?
Average 244 95 -12.05 -31.99 339 0.10 3.82 3.64 7.20 17.70
Median 238 a3 -8.60 -30.22 359 0.15 2.89 5.71 6.19 23.90
% Positive - - - - - 57.1 78.6 71.4 714 78.6
Avg. All Periods Since 1945 0.30 1.01 2.42 4.88 9.89
*Bear Market definition of 20%+ decline that was preceded by a 20%+ rally, all on a closing basis.
=Recession began within two years of bear market start.




What's the Opportunity?

- From a valuation point of view, according to UBS, global REITs are trading over 1-standard deviation cheaper on a discount to NAV

basis than their 30-year history.

- Our valuation models point to global REITs trading at a 19% discount to forward NAV (including a conservative estimate of 5-15%

decline in asset values)

- From the start of the year, the implied cap rate on global REITs has expanded 62 basis points to 5.5% with the largest increases in

the U.S. (93bps), Canada (71bps), Australia (68bps) and Europe (64bps).

- According to Bank of America Global Research, over the last three recessions (which includes the Great Financial Crisis), private

market cap rates in the U.S. increased an average of 113 basis points from trough-to-peak.

- That implies the public market has nearly re-priced listed REITs (~82%) to a level where cap rates expand too in a recession.
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1. FTSE EPRA/NAREIT Global Local Return Index as of Q2 2006 to June 30, 2022. 2.GREFI All Funds Local Return Index, data as of Q2, 2006 to March 31, 2022. June 30 data was not available.



Our Outlook

- Recession or not - most likely path forward are double digital returns over the next 12
months

Higher interest rates offset by decline in market therefore continue

to target 13% to 15% annualized return over the next two years.

Impact of Higher Interest Rates on Expected Returns

12-15% —— ——> 13-15%

>  3.5%

Initial 2022 Return Forecast Change in underwritring caused Impact from Market Performance
by Higher Rates

Source: Hazelview, Bloomberg
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This document is for informational purposes only and is not an offer or solicitation to deal in securities. Any opinion or estimate
contained in this document is made on a general basis and is not to be relied upon for the purpose of making investment
decisions. The statements made herein may contain forecasts, projections or other forward looking information regarding the
likelihood of future events or outcomes in relation to financial markets or securities. These statements are only predictions.
Actual events or results may differ materially, as past or projected performance is not indicative of future results. Readers must
make their own assessment of the relevance, accuracy and adequacy of the information contained in this document and such
independent investigations as they consider necessary or appropriate for the purpose of such assessment. This document does
not constitute investment research. Consequently, this document has not been prepared in line with the requirements of any
jurisdiction in relation to the independence of investment research or any prohibition on dealing ahead of the dissemination of
investment research. Any research or analysis used in the preparation of this document has been procured by Hazelview
Securities Inc. for its own use. The information is not guaranteed as to its accuracy.

The information provided is general in nature and may not be relied upon nor considered to be tax, legal, accounting or
professional advice. Readers should consult with their own accountants, lawyers and/or other professionals for advice on their
specific circumstances before taking any action. The information contained herein is from sources believed to be reliable, but
accuracy cannot be guaranteed.

Hazelview Securities Inc. (the “"Manager”) is currently registered with the Ontario Securities Commission as a portfolio
manager, investment fund manager, and exempt market dealer. The Manager is wholly-owned subsidiary of Hazelview
Investments Inc.
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