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Executive Summary

With the year drawing to a close, we turn our attention to the outlook and identify the
major occupier and investment trends that we expect to influence market conditions and
investment performance in 2020 and beyond.

Global

We identify four key global trends that are set to have a significant aggregate impact:

1. More Employment Growth to Come: The current cycle continues to be driven
by employment rather than productivity, while the stable outlook for global
GDP growth points to another year of steady real estate returns.

2. Low Supply Environment Persists: The ongoing low supply environment
continues to support prospects for rental growth, enhanced by a strong link with
employment growth in the current cycle.

3. Further Scope for Yield Compression: Past interest rate increases have been
weighing on real estate pricing, but the shift toward looser monetary policy paves
the way for further yield compression in 2020.

4. Cross-Border Flows Weakening: Cross-border investment flows are weakening
in the Americas and Europe, reflecting a wider slowdown in trade liberalization.
Asia Pacific is bucking the trend.

Alongside the common global trends, there are also differences in the outlook across regions
and sectors. We identify ten region-specific trends that reflect opportunities to benefit
from diversification by strategy and geography.

Americas

1. Office Demand to Slow as Key Drivers Moderate: Office absorption is facing
headwinds from the slowing pace of employment growth and uncertainty about

flexible office demand.
2. Office Tenant Expectations Continue to Rise: Spending on tenant and

building improvements is rising sharply as owners adapt to changing tenant
requirements.
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3. Rising Debt Availability Across the Risk Spectrum: Debt origination

volume continues to rise, while debt funds are raising competition and pushing
traditional lenders up the risk curve.

Increasing Regulatory Burdens for Apartment Owners: Regulation is
increasing in response to societal need for affordable housing, impacting the pass-
through from rental to income growth.

Asia Pacific

1. Occupier Demand to Moderate: Weaker economic growth points toward softer

Europe

real estate demand in 2020, although net absorption of office and logistics space
should remain positive.

CBD Affordability Becoming Stretched: Affordability is being stretched in
the central business districts (CBD) of major cities, pushing occupiers toward
cheaper submarkets and driving non-CBD rental growth.

Logistics Demand Supported by Online Growth: Logistics has become more
closely aligned with the consumer cycle, while rising online spending points to
signiﬁcant growth in space requirements.

. More Rental Growth in Low Vacancy Office Markets: Vacancy rates in major

European office markets are below average and set to remain low enough to
support further rental growth in 2020.

Further Signs of Retail Distress to Emerge: As online retail share continues
to grow across Europe, recent experience in the United Kingdom suggests a
challenging period ahead in other core countries.

Apartment Volume Share Set to Level Off: The apartment sector remains
popular but recent growth may be curbed by headwinds including low yields and
increased rent controls in major markets.
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Important Information
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and operates through PGIM, Inc., a registered investment advisor. PGIM, their respective logos as well as the Rock symbol are service marks of PFl and

its related entities, registered in many jurisdictions worldwide. In the United Kingdom, information is presented by PGIM Real Estate which is affiliated to
PGIM Limited. PGIM Limited is authorized and regulated by the Financial Conduct Authority (‘FCA’) of the United Kingdom (registration number 193418) and
duly passported in various jurisdictions in the European Economic Area. These materials are being issued by PGIM Limited to persons who are professional
clients or eligible counterparties for the purposes of the Financial Conduct Authority’s Conduct of Business Sourcebook. Prudential Financial, Inc. of the
United States is not affiliated in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential Assurance Company, a subsidiary
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or warrant such information will not be changed. The information contained herein is current as of the date of issuance (or such earlier date as referenced
herein) and is subject to change without notice. PGIM Real Estate has no obligation to update any or all of such information; nor do we make any express
or implied warranties or representations as to the completeness or accuracy or accept responsibility for errors. These materials are not intended as an
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accepted for any loss (whether direct, indirect, or consequential) that may arise from any use of the information contained in or derived from this report.
PGIM Real Estate and its affiliates may make investment decisions that are inconsistent with the recommendations or views expressed herein, including for
proprietary accounts of PGIM Real Estate or its affiliates.

The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments or strategies to particular clients or prospects. No determination has been made regarding
the suitability of any securities, financial instruments or strategies for particular clients or prospects. For any securities or financial instruments mentioned
herein, the recipient(s) of this report must make its own independent decisions.

Conflicts of Interest: Key research team staff may be participating voting members of certain PGIM Real Estate fund and/or product investment
committees with respect to decisions made on underlying investments or transactions. In addition, research personnel may receive incentive compensation
based upon the overall performance of the organization itself and certain investment funds or products. At the date of issue, PGIM Real Estate and/or
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