N X
SR
= Green StreEt @ www.GreenStreet.com @ inquiry@GreenStreet.com \\

) ( i \\

.

= NS

WV

SAMPLE REPORT

Sector Update —
Commercial mREITs:
A Rapidly Improving
Backdrop

\ A y
~




Commercial mREIT Sector -

August 21, 2025 Green Street

.. .. R - - @ N

A Rapidly Improving Backdrop

Lending markets are healthy; CRE valuations have reset and lender returns remain high
Improving transaction volumes are helping lenders exit legacy REO assets

Comm. mREITs leaning into the attractive backdrop, funding net growth with leverage
Originations focused on non-US stabilized assets and lease-up plays in the US

Net Lease investments and bank loan acgs. are emerging as growth opportunities
Losses over the past year were between REIT reserves and our conservative ests.
Expected loss ests. are revised lower ~ = to reflect a more accommodative market
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mMREIT portfolios priced at ~  of par in the public market, implyinga = spread

Investment recommendations: - e ., W & -

Important disclosure on page 26
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Quarter in Review
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Compression Continues
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Slightly Positive For Commercial Lenders
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Source: Federal Reserve, Cushman & Wakefield, Bloomberg, Green Street *spreads on fixed rate 5-10 year loans backed by stabilized assets in traditional sectors
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Executive Summary

Market Backdrop -

Portfolio Growth .
and Cost-of-Capital .

REIT Portfolio .
Credit R

NAVs and Valuation -

Recommendations:

Lending markets are vibrant, new vintage loans offer attractive expected returns with reset property values

If priced in rate cuts materialize, refinancing prospects will improve for the wave of '21-'22 vintage maturities
Real estate credit has outperformed corporate credit, and continues to offer better relative value
Participation in lending markets has broadened; loan growth from banks improved significantly in 2Q
Higher transaction volumes are helping lenders exit legacy REO assets at values they can stomach

Commercial mREITs are leaning into the attractive lending backdrop, funding net growth with incremental leverage
Internally originated loans focused on stabilized assets in international markets and lease-up plays in the US
Performing bank loan portfolios are emerging as a differentiated growth avenue that requires resources and scale
BXMT and STWD view Net Lease (NL) as a strategic growth opportunity that hedges floating rate exposure

REITSs continue to lack a cost-of-equity, though financing costs have declined at both the asset and corporate level

An analysis reveals that realized losses over the past year were between REIT reserves and our conservative ests.

Expected losses revised lower by -~ bps, due to improving refinance and transaction markets and new vintage loans

ARI's portfolio will improve materially through 1H26; should lead to better earnings and potential dividend increase

REIT prices imply a spread of over base rates assuming the face value of loans is recovered

Investment recommendations revised to capitalize on near term credit tailwinds and compression in CRE spreads

Authors: Harsh Hemnani, CFA
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Lending Backdrop

Sweet Spot: Commercial Real Estate (CRE) values have stabilized after rebounding by ~5% off their cycle-lows,
and public market signals suggest that properties are priced fairly. This limits risk from broad-based property
value declines on new vintage loans. At the same time, interest rates at the front end of the curve are expected to
decline — right as the wave of '21 and '22 vintage loans approach final maturity. This should help the credit profile
of legacy loans. While the spread between yields on loans and financing costs are the primary driver of ROEs, base
rates also play a role in ROE levels and market prices suggest that base rates will remain higher vs. pre-Covid
levels, which makes for still attractive returns on new loans.

Base Rates
Green Street Traditional Sector CPPI*
- (indexed to 100 in Aug '07)

6% 180

Trailing 12 mo. Property
5% 160 Price Change

” k 140 2% -
4% . | ’
.

120

3% ‘
\ ' 100

2%
E V‘ 80

1%
° vy - 60

0% 40

10

"11
12
"14
"15
16
18
"19
'24

'08
'99
'00
'02
'03
'04
'06
'07
'08
'20
'22
20

Source: Federal Reserve, Green Street  *equal weighted average of apartments, office, retail and industrial

my.greenstreet.com © 2025, Green Street.
Use of this report is subject to the Terms of Use listed at the end of the report.


https://my.greenstreet.com/research-library?region=USA&reportPreviewId=35933&types[]=56&v=1

Commercial mREIT Sector Update - August 21, 2025 5

CRE Capital Markets: Pricing

Competitive, but Attractive: A recovery in real estate values, coupled with increasing capital flows from a wider
base of lenders, has resulted in spreads continuing to grind tighter. Real estate credit spreads are now in-line with
their long-term average. Real estate credit (both unsecured REIT bonds and mortgages) has outperformed
corporate credit over the last twelve months, driven primarily by higher initial yields and not significant spread
compression. Lenders have been drawn to the compelling relative value and attractive risk-adjusted returns in the
space. While competition among lenders has increased, spreads remain attractive especially vs. corporate credit.

Stabilized CRE Lending Spreads Over CMBS Spreads vs. Corporate IG Spread
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CRE Capital Markets: Debt

Broadening Participation: The health of CRE capital markets is vital for repayment of mREIT loans, as it is a key
source of capital for properties that have reached stabilization. Capital market liquidity has increased significantly
over the last year, and has broadened in 2Q to include growth in bank portfolios ( =~ = of CRE debt outstanding).
Overall banks, insurers and CMBS markets, which together represent -« = of CRE debt outstanding, are all
expanding their presence in the space. This makes for a vibrant refinance market, and is helping repayment

activity in mREIT portfolios.

Banks: Net CRE Loan Growth Insurance Cos.: CRE Loan CMBS: Issuance Volume
(in $ billions) Originations (in $ billions)
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> Want to keep reading?

The remaining pages of in-depth analysis and insights are exclusive to Green

Street subscribers. Visit our website to book a demo of the Green Street

platform, and start exploring the benefits of our next-generation intelligence with
predictive analytics, proprietary data, independent research, and real-time news.

Request a demo to discover Green Street’s solutions.
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EMPOWERING THE GLOBAL REAL ASSETS INDUSTRY

One Platform.
Complete Perspective.
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Power your investment, portfolio, and risk
strategies with Green Street. Our proprietary
platform — Data & Analytics, Research, News —
and Advisory Services deliver predictive
analytics, actionable intelligence, and forward-
looking expert insight across public and private

markets within the global real assets industry.

US. | Canada | UK | Europe | Asia

Request a Demo: www.GreenStreet.com

Private Market Research/Data

Verified comps, forecasts, and trends
that deliver clarity in opaque markets.

Public Market Research/Data

Deep REIT intelligence, company
grading, and dynamic charting
tools.

Retail Insights

Granular insights into retail
sector performance, foot traffic,
and tenant trends.

Valuation Tools

Automated models for asset-level and
portfolio-wide valuation accuracy.

Data Integrations

Seamless access via Excel, API, and
Snowflake to power your
workflows.
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THE GREEN STREET DIFFERENCE

Trusted insights.
Unbiased advice. Real results.

» Green Street

Celebrating 40 years of trusted CRE intelligence, insight, and innovation, Green Street has been enabling
smarter investment decisions since 1985. Our industry-leading data, forecasts, and predictive analytics,

empower real assets decision-makers with a long-standing proven track record.

Industry-Leading
Coverage

Consistent, cross-market
analysis spanning
public and private CRE
markets across ~20
sectors globally

Request a Demo: www.GreenStreet.com

Precision Valuation
& Forecasting

Proprietary NAV
tools uncover
relative value with
market-leading
accuracy

Public-Private
Market Expertise

Unigue comparative
insights for capital
allocation across

publicly-listed REITs
and private assets

Market Influence
& Credibility

Since 1985, the
benchmark for
independent,
predictive CRE
intelligence
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