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the impact of rising yields is being offset by tightening

Exhibit 1: 10-Year Treasury Yield Forecast Revised Upwards Fueled by Higher Inflation Expectations
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Dashed lines refer to previous yield curves as of October 31, 2024. Solid lines refer to current yield curves as of January 30, 2025.
Sources: U.S. Department of the Treasury, Bloomberg, PGIM Real Estate. As of March 2025.

Forecasts are not guaranteed and may not be a reliable indicator of future results.
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CRE credit spreads. This is driven by expectations of a
real estate market recovery and increased market
liquidity, helping to contain debt costs for borrowers.

Private CRE credit markets stand to benefit from this
real estate market upswing, as expectations of stronger
NOI growth, a rebound in property values and a
steady pipeline of transactions and refinancing activity,
will improve credit fundamentals and unlock
transactions.

In a nutshell, the higher 10-year Treasury yield forecast
extends the window of opportunity for stronger
income streams from private credit investments, as
higher borrowing costs create sustained opportunities
for income generation in CRE credit markets.

How Will Rising Benchmarks Influence the
Outlook for Private Credit Returns?

The rise in the 10-year Treasury yield is shifting the
risk and reward dynamics in credit markets. While
higher yields drive borrowing costs up, they also set
the stage for more attractive returns in private CRE
credit investments (Exhibit 2).

Both public and private credit spreads have been
tightening, with private CRE spreads normalizing due
to heightened lender competition and expectations of
a market rebound. Property values have largely reset,
pointing to appreciation in the coming years, while
strong economic growth is driving robust NOI
projections.

However, lenders are expected to remain cautious in
light of ongoing market volatility and uncertainty.
Senior lenders, constrained by debt service coverage
requirements, will continue to limit leverage levels.
This environment benefits alternative debt capital
providers, who are well positioned to fill the gap left
by traditional lenders.

While higher Treasury yields will keep new loan
coupons elevated, conservative underwriting practices
will maintain low attachment points, mitigating
downside risk. This dynamic enhances the risk-
adjusted return potential for private CRE credit
investments, particularly as the market moves toward
recovery.

Exhibit 2: Higher Treasury Yields Will Keep New Loan Coupons Elevated
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Sources: Bloomberg, CREFC, Trepp, Cushman & Wakefield, PGIM Real Estate. As of March 2025.

Forecasts are not guaranteed and may not be a reliable indicator of future results.
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Ultimately, the private CRE credit landscape offers
attractive opportunities for investors who can balance
yield expectations with prudent risk management. As
the market stabilizes, those positioned within the
alternative credit space stand to benefit from an
increasingly favorable risk-return profile.

How Will the Recovery in Real Estate Markets
Create New Financing Opportunities?

The recovery in CRE transaction volumes is gaining
momentum, supported by improving market
fundamentals and increasing debt availability.

Strengthening property cash flows and recovering
capital values are setting the stage for renewed
investment activity, while rising liquidity is helping to
unlock pent-up demand (Exhibit 3). As lenders re-
engage and pricing expectations stabilize, transaction
activity is poised to accelerate.

Credit markets are becoming more accommodative,
with NOI growth upgrades supporting stronger debt
serviceability, and sustained long-term capital
appreciation potential.

These dynamics are driving lenders to deploy capital
more aggressively, particularly in refinancing
opportunities as large loan rollovers and delayed
maturities come due.

Traditional banks remain selective, but alternative
lenders are well positioned to offer flexible capital
solutions to meet rising demand. As competition
among lenders intensifies, credit spreads will continue
to tighten. This increased liquidity will support price
discovery and deal execution, further boosting
transaction volumes.

As capital flows improve and market fundamentals
strengthen, the CRE financing landscape is set to
become more dynamic. Investors who can navigate
these evolving market conditions will be well placed to
capitalize on the next phase of the recovery.

Exhibit 3: Transaction Volumes and Refinancings to Increase Providing More Financing Opportunities
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* CREF lending forecast as of February 2025.

Sources: Mortgage Bankers Association, RCA, PGIM Real Estate. As of March 2025
Forecasts are not guaranteed and may not be a reliable indicator of future results.
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Important information

For Professional and Institutional Investors only. All investments involve risk, including the possible loss of capital. Past
performance and target returns are not a guarantee and may not be a reliable indicator of future results.

Links to videos and websites are intended for informational purposes only and should not be considered investment advice or
recommendation to invest. No investment strategy or risk management technique can guarantee returns or eliminate risk in any
market environment.

PGIM Real Estate is the real estate investment management business of PGIM, the principal asset management business of Prudential
Financial, Inc. (“PFI”), a company incorporated and with its principal place of business in the United States. PGIM is a trading name of
PGIM, Inc. and its global subsidiaries. PGIM, Inc. is an investment adviser registered with the U.S. Securities and Exchange Commission
(the “SEC”). Registration with the SEC does not imply a certain level of skill or training. PFI 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 of M&G plc,
incorporated in the United Kingdom. Prudential, PGIM, their respective logos and the Rock symbol are service marks of PFl and its related
entities, registered in many jurisdictions worldwide. In the United Kingdom, information is issued by PGIM Private Alternatives (UK)
Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR. PGIM Private Alternatives (UK)
Limited is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number

181389). These materials are issued by PGIM Private Alternatives (UK) Limited to persons who are professional clients as defined under
the rules of the FCA. In the European Economic Area (“EEA”), information is issued by PGIM Luxembourg S.A. with registered

office: 2, boulevard de la Foire, L1528 Luxembourg. PGIM Luxembourg S.A. is authorized and regulated by the Commission

de Surveillance du Sector Financier in Luxembourg (registration number A00001218) and operating on the basis of a European passport.
In certain EEA countries, this information, where permitted, may be presented by either PGIM Private Alternatives (UK) Limited or PGIM
Limited in reliance of provisions, exemptions, or licenses available to either PGIM Private Alternatives (UK) Limited or PGIM Limited under
temporary permission arrangements following the exit of the United Kingdom from the European Union. PGIM Limited and PGIM

Private Alternatives (UK) Limited have their registered offices at: Grand Buildings, 1-3 Strand, Trafalgar Square, London WC2N 5HR.
PGIM Limited is authorized and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number:
193418). PGIM Private Alternatives (UK) Limited is authorized and regulated by the Financial Conduct Authority (“FCA”) of the United
Kingdom (Firm Reference Number: 181389). These materials are issued by PGIM Luxembourg S.A., PGIM Limited or PGIM Private
Alternatives (UK) Limited to persons who are professional clients as defined in the relevant local implementation of Directive 2014/65/EU
(MIFID 11) and/or to persons who are professional clients as defined under the rules of the FCA. PGIM operates in various jurisdictions
worldwide and distributes materials and/or products to qualified professional investors through its registered affiliates including, but not
limited to: PGIM Real Estate (Japan) Ltd. in Japan; PGIM (Hong Kong) Limited in Hong Kong; PGIM (Singapore) Pte. Ltd. in Singapore;
PGIM (Australia) Pty Ltd in Australia; PGIM Luxembourg S.A., and PGIM Real Estate Germany AG in Germany. For more information,
please visit pgimrealestate.com.
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Important information (continued)
GENERAL/CONFLICTS OF INTEREST

These materials represent the views, opinions and recommendations of the author(s) regarding the economic conditions, asset classes,
securities, issuers or financial instruments referenced herein. Distribution of this information to any person other than the person to
whom it was originally delivered and to such person’s advisers is unauthorized, and any reproduction of these materials, in whole or in
part, or the divulgence of any of the contents hereof, without prior consent of PGIM Real Estate is prohibited. Certain information
contained herein has been obtained from sources that PGIM Real Estate believes to be reliable as of the date presented; however,
PGIM Real Estate cannot guarantee the accuracy of such information, assure its completeness, 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 offer or solicitation with respect to the purchase or sale of any security or other
financial instrument or any investment management services and should not be used as the basis for any investment

decision. Past performance is no guarantee or reliable indicator of future results. No liability whatsoever is 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 affiliates may be buying, selling, or holding significant positions in real estate, including
publicly traded real estate securities. PGIM Real Estate affiliates may develop and publish research that is independent of, and different
than, the recommendations contained herein. PGIM Real Estate personnel other than the author(s), such as sales, marketing and
trading personnel, may provide oral or written market commentary or ideas to PGIM Real Estate’s clients or prospects or proprietary
investment ideas that differ from the views expressed herein. Additional information regarding actual and potential conflicts of interest is
available in Part 2 of PGIM's Form ADV.

INFORMATIONAL PURPOSES

These materials are for informational or educational purposes. In providing these materials, PGIM (i) is not acting as your fiduciary and
is not giving advice in a fiduciary capacity and (ii) is not undertaking to provide impartial investment advice as PGIM will receive
compensation for its investment management services.

These materials do not take into account the investment objectives or financial situation of any client or prospective clients. Clients
seeking information regarding their particular investment needs should contact their financial professional.

The information contained herein is provided on the basis and subject to the explanations, caveats and warnings set out in this notice
and elsewhere herein. Any discussion of risk management is intended to describe PGIM Real Estate’s efforts to monitor and manage
risk but does not imply low risk.

These materials do not purport to provide any legal, tax or accounting advice. These materials are not intended for distribution to or use
by any person in any jurisdiction where such distribution would be contrary to local law or regulation.

For Professional and Institutional Investors only. All investments involve risk, including the possible loss of capital.
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