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Shifting Apartment Winds — What'’s the Outlook non-Sunbelt markets since 2013. However, we expect

for Relative Market Performance?

Rental housing faces headwinds this year and

both from outsized supply growth and weak demand
drivers. Rental growth in metros located across the

southern United States (Sunbelt!) has been hi

Exhibit 1: Relative Market Performance Shifting
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a temporary shift, with rents and occupancies
softening the most in the Sunbelt.

into 2024
As shown in Exhibit 1, Sunbelt market occupancies

are now farther below pre-pandemic levels than are
gher than occupancies elsewhere. Rental growth is converging
across Sunbelt and non-Sunbelt markets.

Multifamily Occupancy Change, 4Q22-4Q19 (Basis Points)
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" For the following analysis, Sunbelt markets considered include Atlanta, Austin, Charlotte, Dallas, Fort Lauderdale, Houston, Miami, Nashville, Orlando, Raleigh,

Tampa and West Palm Beach.
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At the same time, developers have responded to the
double-digit rent growth in the last couple of yeats.
Construction activity is much higher in many Sunbelt
markets and set to outpace new demand to a greater
degree than elsewhere. Prime examples of this include

Austin, Charlotte, Nashville, Phoenix and Raleigh,
which face potential supply growth this year of more
than double the average of the past five years, as
shown in Exhibit 2.

Exhibit 2: Significant Supply Headwinds in Many Sunbelt Markets

Inventory Growth Forecast 2023 vs. 5-Year Average (2018-2022)
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Supply growth is typically higher in these metros since
demand growth, driven by employment, is also
stronger. Despite significant volatility in both
apartment demand and employment growth over the
last few years, the link between the two across

Exhibit 3: Job Growth Set to Slow Across Metros
Job Growth vs. Apartment Demand Growth (2020-2022)
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The supply outlook is a headwind in
4—— many low density markets in the Sunbelt,
far above recent construction trends.

markets remains strong, as shown in Exhibit 3.
However, near-term employment forecasts suggest
that construction at its current scale is excessive
because job growth in the Sunbelt markets will
decelerate over the next year and match that of non-
Sunbelt markets, as shown in Exhibit 3.
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Despite this short-term, cyclical mismatch between
supply and demand, the sharp pullback in debt
availability will curtail multifamily supply deliveries
beyond 2024, as developers find it more costly to
finance projects. At that point, apartment leasing will
benefit from an improved economy at the same time
supply recedes. In this environment, Sunbelt
apartment market performance will once again benefit
from continued strong job growth.

What Industrial Markets Might See the Biggest
Slowdown in an Economic Downturn?

Economic headwinds have mounted over the past
year, and while we believe the Industrial sector will
remain resilient, it will not be immune. Should the

U.S. enter a recession, markets that are not solely

Exhibit 4: Influence of Local Economy Differs by Market Type

reliant on local economic activity will prove more
resilient.

Knowing an industrial market’s scope of distribution,
where inventory is shipped to and from, can provide
insight into the strengths and vulnerabilities of a
market. Based on this, markets can be grouped into
three categories: national, regional and local?. National
markets, such as Los Angeles, New York and
Chicago, have the widest scope, distributing goods to
all corners of the country. On the opposite side of the
spectrum are local markets, such as Austin, Boston
and San Francisco, which serve the immediate metro
area. In the middle are regional markets, like
Baltimore, Miami and Philadelphia, serving various
metropolitan areas in their respective regions.

Industrial Rent Growth Versus Disposable Income Per Capita Growth (2006-2021)
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National Markets: Atlanta, Chicago, Columbus, OH, Dallas, Indianapolis, Inland Empire, LA/Orange County, New York, St. Louis.

Regional Markets: Washington/Baltimore, Charlotte, Cincinnati, Cleveland, Denver, Detroit, Harrisburg, Houston, Jacksonville, Kansas City, Lehigh Valley, Miami, Ft
Lauderdale, Milwaukee, Minneapolis, Nashville, NNJ, Oakland, Philadelphia, Phoenix, Portland, Seattle.

Local Markets: Austin, Boston, Las Vegas, Norfolk, Oklahoma City, Orlando, West Palm Beach, Raleigh-Durham, Richmond, Sacramento, Salt Lake City, San

Antonio, San Francisco, San Jose.
Sources: CoStar, PGIM Real Estate. As of February 2023.

2 CoStar, “Industrial Big Book,” September 2018: Page 62.
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As show in Exhibit 4, the correlation between
growth in local personal income and industrial rent
growth in a market increases from national, to
regional and then local. As expected, the more local a
market’s scope of distribution, the more a market is
tied to the local economy. That makes local industrial
rent growth highly sensitive to changes in local
economic growth.

National and regional markets benefit from serving a
wide geographic area and generally play a critical role
in many companies’ supply chains. By contrast, as
shown in Exhibit 5, over the past two decades local
markets were typically the hardest hit during
recessions as measured by declines in occupied space.
Similatly, cap rates in local industrial markets
historically move up more than the average metro
during recessions.

Exhibit 5: Local Industrial Demand More at Risk in a Downturn

Dot-Com Recession, Decline in Occupied Space
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In a downturn, national and regional industrial
markets are usually more resilient than local markets,
benefiting from diversification of demand sources and
preventing sharp declines. Furthermore, it is possible
facilities in these metros can be used as storage for
excess inventory, ready to be shipped whenever and
wherever consumer spending picks back up.

As a result, as we head into a likely U.S. recession, we
continue to favor some of the largest regional and
national markets, particularly those with high supply
barriers such as Los Angeles, New York and Miami.
The combination of limited supply pressures and a
cushion provided by their importance to supply
chains will drive strong relative performance.

Global Financial Crisis, Decline in Occupied Space
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Important information

This material is intended for Institutional and Professional Investors only. All investments involve risk, including the possible loss of capital.
Past performance is not a guarantee or a reliable indicator of future results. This presentation is for informational or educational purposes.
The information is not intended as investment advice and is not a recommendation about managing or investing assets. In providing these
materials, PGIM Real Estate is not acting as your fiduciary.

These materials represent the views, opinions and recommendations of the Author as of January 2023 regarding the economic conditions,
asset classes, securities issuers or financial instruments referenced herein. These are subject to change at any time and may differ from the
views of other Portfolio Managers of PGIM Real Estate as whole.

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.

The views and opinions expressed herein are as of the date given, may change as market or other conditions change and may differ from the
views and opinions expressed by PGIM Real Estate associates or affiliates.

PGIM Real Estate accepts no liability whatsoever for any loss (whether direct, indirect, or consequential) that may arise from any use of the
information contained in or derived from this commentary. 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.

All charts, graphs and images shown are for illustrative purposes only.

PGIM is the primary asset management business of Prudential Financial, Inc. (PFI). PGIM Real Estate is PGIM's real estate investment advisory
business and operates through PGIM, Inc., a registered investment advisor. Registration as a registered investment adviser does not imply a certain
level or skill or training. Prudential, PGIM, PGIM Real Estate, their respective logos and the Rock symbol are service marks of PF| and its related entities,
registered in many jurisdictions worldwide. 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. In the United Kingdom,
information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR. PGIM Limited is
authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number 193418). In the European
Economic Area (“EEA”), information is issued by PGIM Real Estate Luxembourg S.A. with registered office: 2, boulevard de la Foire, L1528 Luxembourg.
PGIM Real Estate Luxembourg S.A. is authorised and regulated by the Commission de Surveillance du Secteur Financier (the “CSSF”) in Luxembourg
(registration number A00001218) and operating on the basis of a European passport. In certain EEA countries, information is, where permitted,
presented by PGIM Limited in reliance of provisions, exemptions or licenses available to PGIM Limited under temporary permission arrangements
following the exit of the United Kingdom from the European Union. These materials are issued by PGIM Limited and/or PGIM Real Estate Luxembourg
S.A. to persons who are professional clients as defined under the rules of the FCA and/or to persons who are professional clients as defined in the
relevant local implementation of Directive 2014/65/EU (MiFID I).
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Important information (continued)

PGIM Real Estate Germany AG is a German Capital Management Company with a respective license pursuant to sec. 20, 22 of the German Capital
Investment Act (Kapitalanlagegesetzbuch—-KAGB). In case PGIM Real Estate Germany AG markets or distributes units or shares in external investment funds,
i.e. investment funds for which PGIM Real Estate Germany AG does not provide the collective portfolio management within the meaning of Directive
2011/61/EU or, respectively, the KAGB, such marketing or distribution is performed in accordance with sec. 20 para. 3 no.6 KAGB. PGIM Real Estate
Germany AG is not responsible for the collective portfolio management (including portfolio and risk management) within the meaning of Directive 2011/61/EU
or, respectively, the KAGB, with regard to the respective investment funds in this case. It is also not responsible for the content of any marketing material
(including prospectus, Offering Memoranda etc.) provided by the fund manager or other third parties. PGIM Real Estate Germany AG will not examine or
assess the individual situation of any prospective investor and does not provide any personal recommendations, including recommendations related to tax
issues, to prospective investors relating to transactions in the respective investment funds. Where relevant, prospective investors should seek advice from
qualified third parties before they take an investment decision.

In Singapore, information is provided by PGIM (Singapore) Pte. Ltd., a regulated entity with the Monetary Authority of Singapore under a Capital Markets
License to conduct fund management and an exempt financial adviser. In Hong Kong, information is provided by PGIM (Hong Kong) Limited, a regulated entity
with the Securities & Futures Commission in Hong Kong to professional investors as defined in Section 1 of Part 1 of Schedule 1 of the Securities and Futures
Ordinance (Cap. 571). In Australia, information is issued by PGIM (Australia) Pty Ltd (“PGIM Australia”) for the general information of its “wholesale” customers
(as defined in the Corporations Act 2001). PGIM Australia is a representative of PGIM Limited, which is exempt from the requirement to hold an Australian
Financial Services License under the Australian Corporations Act 2001 in respect of financial services. PGIM Limited is exempt by virtue of its regulation by the
FCA under the laws of the United Kingdom and the application of ASIC Class Order 03/1099. The laws of the United Kingdom differ from Australian laws. In
Japan, information is provided by PGIM Real Estate (Japan) Ltd., a Japanese asset manager that is registered with the Kanto Local Finance Bureau of Japan.
These materials represent the views, opinions and recommendations of the authors 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, ensure 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 its 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,
recipients of this report must make their 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 on 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 from the recommendations contained herein. PGIM Real Estate personnel other than the authors, such as sales,
marketing and trading personnel, may provide oral or written market commentary or ideas for 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 Il of PGIM’s Form
ADV.

COVID-19: Occurrences of epidemics, depending on their scale, may cause different degrees of damage to national and local economies that could affect the
value of the Fund and the Fund’s underlying investments. Economic conditions may be disrupted by widespread outbreaks of infectious or contagious
diseases, and such disruption may adversely affect real estate valuations, the Fund's investments, and the Fund and its potential returns. For example, the
continuing spread of COVID-19 (also known as novel coronavirus) may have an adverse effect on the value, operating results and financial condition of some
or all of the Fund’s investments, as well as the ability of the Fund to source and execute target investments. The progress and outcome of the current COVID-
19 outbreak remains uncertain.

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.
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