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EXECUTIVE SUMMARY

RESILIENT
FUNDAMENTALS

Near-term headwinds to
real estate demand are
already factored in to low
values, while historically

low supply supports our
expectations of resilient
rental growth that will drive

returns in the next cycle.

EVOLVING MARKET
CONDITIONS

Fast-growing sectors like
urban logistics, data
centres, and non-traditional
living offer strong rental
growth potential, while

accretive debt costs point

to an increasing role for
leverage to boost returns.

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

Europe offers value in a
global context, while the
need for modernization

and ESG upgrades implies
a need for capital. A

targeted city and sector
allocation strategy can
drive superior returns.
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RESILIENT
FUNDAMENTALS

Near-term headwinds to real estate demand are already
factored in to low values, while historically low supply
supports our expectations of resilient rental growth that

will drive returns in the next cycle.
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Downside Protection
Low Entry Values Suggest Bad News is in the Price

Prime European All Property Real Capital Values (Index, 2021=100)
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Forecasts are not guaranteed and may not be a reliable indicator of future results.

Sources: Cushman & Wakefield, PMA, PGIM Real Estate. As of August 2025.
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After a big correction in
real estate values, a lot of
bad news is already priced
into European real estate
markets, implying a strong
degree of resilience and
downside protection against
global uncertainty.
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Historically Low Supply Growth
Scarcity of Available Space Set to Continue

A combination of higher
Net Additions to European All Property Supply (% p.a.) build costs, elevated interest

rates and uncertainty over
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Forecast the near-term occupier

outlook has been weighing

2.5% I on development activity.
Illl 1 . _II
2.0% Europe’s supply pipeline is
historically low, so risks of
1.5% rising vacancy — and falling

rents — are contained, even
1.0% if demand eases in the near
term.
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Forecasts are not guaranteed and may not be a reliable indicator of future results.

Sources: PMA, PGIM Real Estate. As of August 2025.
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Rental Growth Potential
Even if Economic Growth Stays Sluggish

Persistently low supply has

European GDP Growth Versus All Commercial Property Real Rents (% p.a., Five-Year Rolling Average) changed the relationship
Real Rental Growth (% p.a., Five-Year Rolling Average) between GDP and real
10% q rental growth.
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. . than would have been the

case in the past.
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Forecasts are not guaranteed and may not be a reliable indicator of future results.

Sources: PMA, PGIM Real Estate. As of August 2025.
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Stable, Income-Driven Returns
Performance About Fundamentals Not Yield Swings

Breakdown of MSCI Pan-European Property Index Returns (%)
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Forecasts are not guaranteed and may not be a reliable indicator of future results.

Sources: MSCI, PGIM Real Estate. As of August 2025.

Unlike much of the last
cycle, when value
movements were driven by
large shifts in yields, in-
place income and income
growth is set to be a much
more significant
component of total returns
from 2025 onwards.



# PGIM

EVOLVING MARKET
CONDITIONS

Fast-growing sectors like urban logistics, data centres,
and non-traditional living offer strong rental growth
potential, while accretive debt costs point to an

increasing role for leverage to boost returns.
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Rapid Growth in Some Sectors
Strong Outlook for Living, Urban Logistics and DCs

Prime Rental Growth by Sector — Major European Cities (% p.a.)
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Forecasts are not guaranteed and may not be a reliable indicator of future results.

Sources: PMA, PGIM Real Estate. As of August 2025.
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Some parts of Europe’s real
estate market are recording
strong growth, linked to
such factors as structural
tailwinds and rising
household incomes.

Examples include specialist
sub-sectors, such as urban
logistics, data centres on the
back of rapid Al-driven
demand growth and non-
traditional living sectors.
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Higher-Returning Operating Platforms
The Opportunity Set Continues to Expand

Total Return and Volatility by Sector Group (% p.a., 2010-24)  Historical Risk and Return (2010-24)
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Sources: PMA, PGIM Real Estate. As of August 2025.

Operational living sectors,
including student
accommodation and senior
housing, have a strong
returns outlook at
historically lower levels of
volatility, which could
provide a boost to risk-
adjusted returns.

A real estate portfolio that
held alternative property
types would have delivered
excess returns and reduced
volatility in the past.



10 REASONS TO BE POSITIVE ABOUT . . . EUROPE

Positive Leverage Effect
Lower Borrowing Rates Now Accretive to Returns

Debt is becoming accretive

Continental Europe Prime Office: Senior Loan All-In MSCI Index Forecast Total Return at Various again, especially in
Debt Costs Vs Prime Property Yields (%) Leverage Levels (2025-29, % p.a.) continental Europe, which
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Forecasts are not guaranteed and may not be a reliable indicator of future results.

Sources: PMA, PGIM Real Estate. As of August 2025.
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STRATEGIC CAPITAL
DEPLOYMENT

Europe offers value in a global context, while the need for
modernization and ESG upgrades implies a need for
capital. A targeted city and sector allocation strategy can

drive superior returns.
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Relative Value
Europe Had Big Value Declines Compared to Elsewhere

Europe went through a
Prime Capital Value Change — Europe, Peak to 2Q25 (%) deep correction and had big

value declines in a global
0%
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Sources: PMA, CoStar, JLL, PGIM Real Estate. As of August 2025.
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An Ongoing Need For Capital
Capex, Modernization, Institutionalization Driving Needs

Index of European Capex Spending (Index 2007=100)

140
130
120
110
100 I
90
80
70

60

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28

= |nstitutional Real Estate Capex (MSCI Europe Annual Property Index) ====Real Investment Spending - All Commercial Buildings and Structures

Forecasts are not guaranteed and may not be a reliable indicator of future results.

Sources: MSCI, OECD, Oxford Economics, PGIM Real Estate. As of August 2025.

The last cycle was
characterized by a relatively
low pace of investment
going into the built
environment.

Many non-institutional
buildings will need fresh
capital injections, especially
as ESG requirements are
growing too.

Capital is also needed as
non-traditional sectors such
as storage and open-air
hospitality become more
institutional.
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Allocation Drives Outperformance

Prime European All Property Nominal Capital Values (Index, 2Q22 = 100)

Sector and Market Selection Can Boost Returns
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Sources: PMA, CoStar, JLL, PGIM Real Estate. As of August 2025.
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Some cities and sectotrs are
expected to record
significant capital value
growth above the market
average in the coming years.

Examples include
apartment markets in
Germany and the UK as
well as selected European
logistics markets — in
particular, urban markets
that serve for international
distribution as well as last-
mile.
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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.

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 affiliates. 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 PFI and its related entities, registered in many jurisdictions worldwide.
For more information, please visit pgimrealestate.com.

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 ate 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 undetlying 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.
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IMPORTANT INFORMATION (CONTINUED) I PGIM

INFORMATIONAL PURPOSES

These materials ate 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 secking 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.

Risk Factors: Investments in commercial real estate and real estate-related entities are subject to various risks, including adverse changes in domestic or international economic conditions, local market conditions and
the financial conditions of tenants; changes in the number of buyers and sellers of properties; increases in the availability of supply of property relative to demand; changes in availability of debt financing; increases in
interest rates, exchange rate fluctuations, the incidence of taxation on real estate, energy prices and other operating expenses; changes in environmental laws and regulations, planning laws and other governmental rules
and fiscal policies; changes in the relative popularity of properties risks due to the dependence on cash flow; risks and operating problems arising out of the presence of certain construction materials; and acts of God,
uninsurable losses and other factors. As compared with other asset classes, real estate is a relatively illiquid investment. Therefore, investors' withdrawal requests may not be satisfied for significant periods of time. In
addition, as recent experience has demonstrated, real estate is subject to long-term cyclical trends that give rise to significant volatility in real estate values. An investor could lose some or all of its investment. Real estate
investment trusts (REITs) may invest in equity securities of issuers that are principally engaged in the real estate industry. Therefore, an investment in REIT is subject to certain risks associated with the real estate
industry and, more generally, the public markets.
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