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AFIRE is the association for international real estate investors

focused on commercial property in the US.

AFIRE is an essential forum for real estate investment thought
leadership — AFIRE members gather throughout the year to help
each other become Better Investors, Better Leaders, and Better
Global Citizens through conversations, research, and analysis of
real estate capital markets, cross-border issues, policy, economics,
technology, and management. Representing the “who’s who” in
the global real estate investment industry, AFIRE membership is
exclusive to principals and senior executives.

For more than thirty years, AFIRE has produced this annual
international investor survey as a tool for investors, regulators,
and the media to understand the goals, challenges and impacts of
international investments on US real estate opportunities.

All information contained in this report is the intellectual property
of AFIRE. No sale or sub-licensing of the data is permitted; nor
shall any data be altered or overwritten in this report.

Reprints and/or redesigns are permitted, with the following source
attribution in all instances: “Source: As of March 2022; 2022
AFIRE International Investor Survey, underwritten by CBRE and
Holland Partner Group; www.afire.org.”

Please contact Benjamin van Loon, Communications Director,
bvanloon@afire.org, for hi-res graphics, data sets, reprints, and
other uses.

Cover photo: Interior, High Museum of Art, Atlanta, GA;
Ranjith Alinga, via Unsplash.com

Design: Campbell Symons Design / campbellsymons.com
This report is underwritten by CBRE and Holland Partner Group.

© 2022 AFIRE/ afire.org



AFIRE INTERNATIONAL INVESTOR SURVEY

2022

LETTER

If only we could live our lives and run our
businesses backwards, it would be a lot
easier. Instead, we exist in the present, blind
to the future but looking for any glimpse or
insight about what might be coming next.
As long-term investors serious about how
current trends shape moods and events that
haven’t happened yet, we are forced to act

without certainty.

© 2022 AFIRE / AFIRE.ORG

If we could look back at the
future, we would all be geniuses
and our investment strategies
bullet-proof. But as twentieth-
century media theorist Marshall
McLuhan once quipped, we
march backwards into the
future.

So how can we navigate a
changing environment while
blinded to what it might be? I've
noticed that the most successful
among us—both within and
beyond the global real estate
investment  community—can
acknowledge uncertainty and
still feel out the way ahead.
They listen to others to find out
what they’ve seen, and, through
this, they avoid the pitfalls of
assuming that something will
work simply because that’s how
things worked in the past.

Afteranotheryear of COVID, the
pre-pandemic past has retreated
further into the distance, and the
future landscape is filled with
change and uncertainty. The
AFIRE Research Committee,
ever focused on the issues at the
heart of our business, once again
collaborated diligently to find
insight from AFIRE membership
in this year’s survey—including
what AFIRE’s leaders have seen
and learned over the past two
years, and what these lessons
might say about the future.

Along with the entire AFIRE
membership, I am also grateful
to the underwriters of this year’s
report: CBRE and Holland
Partner Group. Their financial
commitment to this project is a
critical vote of confidence about
the state of our industry, and how
our work in the communities
where we build and invest is also
central to our mission at AFIRE:
to help each other become better
investors, better leaders, and
better global citizens.

Special thanks to Will McIntosh,
the chair of the committee,
along with Clyde Holland, Peter
Grey-Wolf, Zeb Bradford, Byron
Carlock, and Chris Ludeman for
their ideas and questions. This
report includes many questions
from years past, but also new
questions that help bring light
to the emerging challenges of
our times.

The future may be an
undiscovered country, but with
AFIRE members’ insights, we
can begin to light the way ahead.

—Gunnar Branson
CEO, AFIRE
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EXECUTIVE SUMMARY

For more than thirty years, the AFIRE International Investor
Survey has gathered the opinions of AFIRE members, comprised of
175 institutional investors, pension funds, asset managers, and other
leading global organizations from nearly two dozen countries with
approximately US$3 trillion AUM.

The results of this annual process produce this benchmark report;
a useful tool for understanding the goals, challenges, and long-term
thinking underscoring the international view of commercial real
estate opportunities in the US.

As in 2021, AFIRE has conducted this survey with the PwC
LLP research team, guided by the AFIRE Research Committee
(p. 26), providing a snapshot of broad, institutional thinking at a
given point in time.

Acknowledging that opinions can change rapidly, especially more
than two years into a global pandemic, AFIRE has made all efforts
to adapt this survey and meet the needs of our “new normal” in real
estate—an age of heightened risk (p. 15), diverse opportunity (p. 8),
and necessary innovation (p. 24).

Investor outlook for the US remains positive amidst the dynamic
context, as 75% of respondents expect their volume of investment
activity and revenue growth to increase over the coming year (p. 7).
Roughly 80% of investors estimate allocating up to US$S billion for
US investment in 2022 (p. 14).

This positive outlook is underscored by a majority acceptance
(8 in 10) that many cultural fundamentals have been permanently
changed by the prolonged pandemic (p. 30). Similarly, both
institutional and public interest in environmental, social, and
governance (ESG) leadership and implementation has grown in kind
(p. 19-22)—a notable trend that overlaps with investor forecasts
and perceived increased risks related to climate change, economic
conditions, and other factors (p. 16-18).

Accounting for shifts in both fundamentals and risks, Atlanta,
Austin, and Boston are the top three cities for investment in 2022, as
well as increased investment over the next five years (p. 9). As these
preferences indicate, investors are also moving beyond traditional
gateway markets with a growing interest in both secondary and
tertiary US markets (p. 14).

Collectively, these and other findings reported here illustrate
how economic growth, demographic trends, and heightened ESG
standards will be the key enablers for future success in US commercial
real estate over the next decade (p. 23-24).

METHODOLOGY

The information contained in this report was collected in an
online survey, comprised of quantitative and qualitative questions,
that took place throughout February 2022. The survey gathered
anonymized insights from 72 respondents across 15 countries and
was administered by the research team at PwC LLP, who managed
data collection and aggregation of results, with support from AFIRE.

© 2022 AFIRE / AFIRE.ORG

81%

Believe the pandemic has permanently
altered culture and live-work preferences

76%
Express optimism and planned

net increase for investment
into the US in 2022

71%

Planned investment increase into
secondary US cities over next five years

Multifamily, Industrial,

Life Sciences, Storage
Estimated allocation for US investment
in 2022, per respondent

Climate Change,
Housing, Affordability

Front-of-mind for investors’ social
concerns, driving enhanced ESG priorities
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RESPONDENT PROFILE

Members of AFIRE represent around 175 organizations from This year’s survey collected 72 responses within and beyond the

23 countries, with approximately US$3 trillion in assets under AFIRE membership,and regional participation in the data collection

management (AUM). was broadly in line with AFIRE’s overall membership profile, which
includes institutional investors, fund and investment managers,
family offices, publicly listed companies, and service providers.

EUROPE
39%

ASIA-PAC
8%

d

) T

MIDDLE \, %

AMERICAS (oTHER) K nq
~ /ﬁl ‘ k’ :

7%

ASSETS UNDER MANAGEMENT

COMPANY’S PRIMARY ACTIVITY ($ BILLIONS)
$1-$5

INSTITUTIONAL/
NON-US-BASED INVESTORS $5-$10
$10-$25
US-BASED INVESTORS/ $25-$50
INVESTMENT MANAGERS P
$100-$500
ACCOUNTANTS, LAW FIRMS, $500+

BROKERAGES

DO NOT KNOW OR
CANNOT DISCLOSE

| A
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INVESTOR ACTIVITY
OUTLOOK

Investor outlook remains positive as three in four respondents Out of the respondents, non-US-based respondents indicated that
expect their volume of US real estate investment activity to increase their volume of US investments would more likely stay the same in
throughout 2022, with one in four anticipating a significant 2022 (28%) compared to overall respondents (17%). These investors
increase. Similarly, three in four forecast revenue growth in 2022, are also less likely to expect significant increases in revenue (9%)

compared to the previous year. compared to overall respondents (21%).
WHAT IS YOUR EXPECTED VOLUME OF US B DECREASE SOMEWHAT
REAL ESTATE INVESTMENT/DEALS/ACTIVITY? W STAY THE SAME W INCREASE SIGNIFICANTLY

NET INCREASE 76%
VOLUME OF US REAL . :
ESTATE ACTIVITY 7% 17% Zelh

NET INCREASE 75%
3%

EXPECTED 2022 REVENUE 21%

WHAT PERCENTAGE OF YOUR REAL ALLOCATION CHANGE B DECREASE(D]
ESTATE FUNDS WERE ACTUALLY FROM 2020-21/2021-22 .
INVESTED IN 20217 B INCREASE(D)
CANNOT
DISCLOSE
0%
2021-22
0
8% IR
75-100%
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INVESTOR ACTIVITY
ALLOCATIONS

Respondents plan to allocate most of their global real estate
investment this year into the US (54%), with around a third set
aside from Europe and the UK.

PLANNED INVESTOR ALLOCATIONS

BY REGION (OVERALL)

© 2022 AFIRE

AFIRE.ORG

US INVESTORS

B UNITED STATES

UK

B MIDDLE EAST

Allocation to US real estate is expected to increase to more than 70%
for US-based investors, with non-US-based investors apportioning
roughly 40% to the US and 30% to Europe.

Almost eight in ten investors plan to increase their US real estate
investment in the next three to five years, followed by notable
planned increases in Europe and the UK.

NON-US INVESTORS

29%
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INVESTOR ACTIVITY
INVESTOR ALLOCATIONS

Asset quality, the ability to diversify, income return, and the ease With these factors in mind, more than half of the respondents
of doing business are the top factors attracting overall investment invested between 75% and 100% of their real estate-allocated funds
into the US. Respondents also indicated that total returns, market in property in 2021. These numbers were consistent with 2020
size and growth, and job and population growth continue to be allocations. Half of the respondents plan for the same allocations in

contributing factors. 2022, and the rest plan modest to significant increases.
B DECREASE
PLANNED INVESTMENT BY REGION IN 2022 EXPECTED CHANGE IN 3-5 YEARS B STAY THE SAME
B INCREASE

QS'AUPQC‘ 9% 9% 60% 31%
CANADA . 4% 6% 72% 22%
AUSTRALIA/ 6% 69% 25%
NEW ZEALAND I 3% : . °
FACTORS ENCOURAGING INVESTMENT ALLOCATION
OUTSIDE THE US INSIDE THE US
QUALITY OF ASSETS 69% 66%

ABILITY TO DIVERSIFY 58% 57%

INCOME RETURN 53% 48%
RANGE OF ASSETS 36% 37%
POLITICAL STABILITY 25% 17%

EASE OF BUSINESS 19%

INCOME HEDGE - 6%
LEVELS OF TAXATION l 3%

LEVELS OF REGULATION l 3% . 5%

N
S
o~

[
w
2
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INVESTOR ACTIVITY
PROPERTY AND STRATEGY

When asked which property types investors plan to increase
or decrease exposure in the US over the next three to five years,
respondents overwhelmingly put multifamily at the top of the
list (90% planned increase), followed by life sciences (77%) and
industrial (75%). A quarter of respondents indicated reductions in
both office and retail on a similar timeline.

EXPOSURE INTENT IN US CITIES IN THE NEXT
3-5YEARS BY PROPERTY TYPE

MULTIFAMILY

LIFE SCIENCES
INDUSTRIAL

SELF STORAGE
MEDICAL OFFICE BUILDINGS
DATA CENTERS
STUDENT HOUSING
HEALTHCARE
OFFICE

MEDIA STUDIOS
SENIOR HOUSING
INFRASTRUCTURE
HOTEL

RETAIL

US REAL ESTATE PORTFOLIO STRATEGY

EXPECTED CHANGE
(3-5-YEAR OUTLOOK)]

CURRENT US PORTFOLIO STRATEGY

CORE 50%

10%

VALUE-ADDED

OPPORTUNISTIC 17% 6%

© 2022 AFIRE / AFIRE.ORG

17%

strategies, while value-add activity could see a 62% increase in the
next five years.
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m
>
n
m

M DECREASE M STAY THE SAME

M DECREASE SOMEWHAT

B STAY THE SAME

B INCREASE SOMEWHAT

B INCREASE SIGNIFICANTLY

26%

43% 13%

28% 16%

36% 18%
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CITIES
TOP US CITIES

Secondary and tertiary cities Austin remains in favor in the second spot after topping the list
have become far more important in 2021, keeping pace with Boston. Additionally, US-based
to institutional investors. Eight investors are more likely to rank Austin in their top three planned
of the top cities in the survey are real estate investment cities for 2022 (55%), compared to investors
primary/gateway. overall (32%).

Atlanta also ranks higher in Austin and Atlanta also lead the way for planned exposure increase.
preference as the top city choice The greatest decreases are forecast for Chicago and New York.

by  non-US-based investors

(28%), compared to US-based

investors (18%).

B PRIMARY/GATEWAY CITIES
M SECONDARY CITIES

TOP US CITIES FOR PLANNED INVESTMENT % RANK 1
ATLANTA 18%
AUSTIN 12%
BOSTON 6%
DALLAS 8%
SEATTLE 8%
NEW YORK 14%
CHARLOTTE 3%
LOS ANGELES 5%
DENVER 3%
RALEIGH 2%
WASHINGTON DC 5%
PHOENIX 6%
SAN FRANCISCO 3%

IN WHAT US CITIES DO YOU PLAN TO
INCREASE OR DECREASE EXPOSURE?

INCREASED DECREASED
RANKED #1-#3 2021 RANK RANKED #1-#3 2021 RANK

o1 CHICAGO  53% A2

ATLANTA  32% Al NEWYORK  37% v i

BOSTON  25% v 2 SAN FRANCISCO  32% ° 3

Dhlobe | 2Eh v 2 WASHINGTONDC ~ 32% o 4

Peted] e a0 LOS ANGELES ~ 26% °5

RGNS S e PORTLAND  16% a7
CHARLOTTE  18% o7
NEW YORK  18% vs5
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CITIES
GLOBAL CITIES

Against a ranking of global cities, respondents still selected Austin,
Atlanta, and Boston as the top three cities for planned global
investment in 2022. London is the only non-US city in the top five,
followed by New York and Seattle.

TOP GLOBAL CITIES FOR PLANNED INVESTMENT

AUSTIN
ATLANTA
BOSTON
DALLAS
LONDON
NEW YORK
SEATTLE
LOS ANGELES
BERLIN B US PRIMARY/GATEWAY CITIES
B US SECONDARY CITIES
DENVER W US TERTIARY CITIES
PARIS W NON-US CITIES
SAN FRANCISCO
TOKYO
MUNICH
WASHINGTON DC
AMSTERDAM
SYDNEY
TORONTO
SAN JOSE
VANCOUVER
SINGAPORE
STOCKHOLM
BEIJING
BOGOTA

COPENHAGEN

© 2022 AFIRE / AFIRE.ORG
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CITIES
OUTLOOK

The current dominance of US secondary and tertiary cities in this These findings are tempered by a long-term view that gateway cities
survey is supported by a shifting preference beyond traditional will maintain their preferred status over the next decade, even as
gateway markets, as six in ten respondents plan to increase their investors largely agree that the pandemic has permanently altered
investments in tertiary cities over the next few years (e.g., Charlotte, cultural attitudes towards live-work preferences.

Raleigh, etc.), and seven in ten planning an increase in secondary

cities (e.g., Dallas, Seattle, Denver, etc.).

CHANGE IN US MARKET PRIORITY (3-5-YEAR QUTLOOK) B DECREASE ~ M STAYTHESAME M INCREASE
PRIMARY/GATEWAY CITIES 25% 43% 32%
SECONDARY CITIES 28% 71%
TERTIARY CITIES K] 34% 63%
FUTURE TRENDS IN US CITIES B STRONGLY DISAGREE M AGREE
W DISAGREE M STRONGLY AGREE
NET AGREE 81%

The prolonged pandemic has permanently
altered cultural attitudes towards 17% 68% 13%
consumption and live-work preferences

NET AGREE 61%

Gateway cities will maintain their preferred
status for real estate investment over the 38% 53% 8%
next ten years

NET AGREE 46%

Secondary US cities will replace gateway
cities for priority real estate investment 51% LA 7%
over the next ten years

NET AGREE 22%

There will be a reversal of migration

from the south (Sun Belt) to the north 10% 68% 19%
(Fresh Water Belt) as a result of continued

global warming over the next ten years

© 2022 AFIRE / AFIRE.ORG
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CROSS-BORDER CAPITAL
MOVEMENT

The majority of capital for US real estate investment originates in
equal measure from Europe and the US, with the same true for how

that capital is distributed.

WHAT IS YOUR SOURCE OF CAPITAL
FOR US INVESTMENT (BY REGION]?

EUROPE (EXC. UK)

ASIA-PAC (EXC. AUS/NZ)

canana EEE
MIDDLE EAST . 4%

uk [ 3%

LATIN AMERICA I 1%

LATIN
AMERICA

1%>
<0%

© 2022 AFIRE / AFIRE.ORG

WHAT IS THE DISTRIBUTION OF YOUR
INVESTMENT CAPITAL (BY REGION]?

36%

38% UNITED STATES

EUROPE (EXC. UK)
ASIA-PAC (EXC. AUS/NZ) 10%

CANADA i

MIDDLE EAST [
uk [l 3%
AFRICA I 2%

AUSTRALIA/NEW ZEALAND I 1%

SOURCE + DISTRIBUTION

EUROPE
R
3%>
<3%
® MIDDLE m
EAST ASIA-PAC
s &

<5%

@® AUSTRALIA/
NEW ZEALAND
0%D>
%
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CROSS-BORDER CAPITAL
INTENTIONS & ALLOCATIONS

The net inflow of capital for US real estate is anticipated to increase
over the next five to ten years, from 77% indicating current net
buyer intentions, expanding to 82% into the next decade.

These current intentions have not changed much from 2021 to 2022,
and three in ten investors were unable to place up to half of their
2021 allocations. However, most respondents are set to allocate up
to US$5 billion each over the next year.

ALLOCATED VS. PREDICTED INVESTMENT PLACED INVESTMENTS IN 2021
($ BILLIONS) -

W 25-49%
W 50-74%
W 75-100%

W $10-25
W $5-10
W $1-5

2021-22

CURRENT INTENTIONS FOR US REAL FUTURE INTENTIONS FOR US REAL ESTATE
ESTATE INVESTMENT INVESTMENT (5-10 YEARS)

B NO CHANGE

NET SELLER 820/0
B NETBUYER

© 2022 AFIRE / AFIRE.ORG
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CROSS-BORDER CAPITAL

INVESTMENT IMPACTS

Nearly a third of investors were unable to place up to half of their
allocations for real estate in 2021, with the costs of investments
partly to blame. Respondents indicated that the cost of materials
has had the biggest cost impact on investment over the past year,
and eight in ten respondents foresee continued increases. Costs for
labor and energy are expected to rise in equal measure over the next
three to five years.

COSTS IMPACTING REAL ESTATE
INVESTMENT (12-MONTH OUTLOOK]

COST OF MATERIALS 90%

COST OF ASSET

LEVEL LABOR 68%

COST OF ENERGY 40%

COST OF CAPITAL 32%

COST OF REGULATORY

0
COMPLIANCE 26%

WHAT OTHER FACTORS DO YOU BELIEVE
WILL IMPACT COSTS FOR INVESTMENT?
(NUMBER OF MENTIONS BY TOPIC)

Capital market volatility driven by
MACROECONOMIC the denominator effect; smaller
FACTORS

declines, and rising interest rates

Increased pricing of assets,

RISING COSTS .
materials and labor

CHANGES Changing tenant preferences for
IN TENANT office space, which could result in
BEHAVIORS/ decreased occupancy and lessened
PREFERENCES appetite for office investing

GEOPOLITICAL

Impact of the pandemic on
construction and labor costs

CoviD-19

© 2022 AFIRE / AFIRE.ORG

denominators as a result of stock market

Citing other risks to allocations, investors also discussed broader
macroeconomic factors, such as capital market volatility and
inflation, as well as changes in tenant behaviors, geopolitical trends,
and ongoing pandemic stressors.

EXPECTED CHANGE TO COSTS e e
(3-5-YEAR OUTLOOK)] B INCREASE
10% | 10% 81%
6% 11% 83%
7% | 13% 81%

7% 26% 67%

42% 57%

Fed tapering inflation
leading to a re on or
significant slowdown in
economic growth

Rising interest rates and
a potential asset pricing
bubble correction

Rising
hedging
costs

Refinancing assets

Commodity
with high vacancy

pricing

Changes in preferences for office
space; lease term, flexibility
demands from tenants, requirement
for move-in-ready space

Functional obsolescence
due to accelerated changes
in demand preferences

Continuation of the
pandemic—we need a return
to office by mid-year

The prolonged virulence
of the COVID pandemic
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INVESTOR
CONSIDERATIONS
BUSINESS

In 2021, survey respondents noted that tax rates, US economic
growth prospects, and fluctuating interest rates were top-of-mind
for ongoing business concerns. And while these factors have long
been ranked as the perennial concerns in this survey, inflation tops
the list of trends to watch in 2022 (90% net concern).

Tax rates still rank on the list but fall to the fifth spot in this
ranking as pandemic-accelerated changes in consumption and live-
work preferences rises to the third spot. Such changes are posed
to transform long-held orthodoxies about social and economic
philosophies and their impact on real estate predictions.

HOW CONCERNED ARE YOU ABOUT THE IMPACT OF

THE FOLLOWING BUSINESS FACTORS ON YOUR US M NOT AT ALL CONCERNED W SOMEWHAT CONCERNED -+

REAL ESTATE ACTIVITY? B NOT VERY CONCERNED B VERY CONCERNED
CONCERN

INFLATION 8% 31% 90%

INTEREST RATE FLUCTUATION 13% 86%

CONSUMPTION AND LIVE-WORK 71%

PREFERENCE CHANGES !

CYBERSECURITY 64%

INCREASING TAX RATES 69%

US ECONOMIC GROWTH 69%

GLOBAL ECONOMIC GROWTH 6% ISR

DEGLOBALIZATION 6% BRVAL

CURRENCY VOLATILITY A7 53% 35% 6% AR

© 2022 AFIRE / AFIRE.ORG
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INVESTOR

CONSIDERATIONS

REAL ESTATE

Just as changes in consumer habits and cultural live-work Effective institutional understanding of issues related to

preferences now rank among the top three business concerns for
survey respondents, related changes in demographic trends are at
the top of concerns specific to real estate (with 29% ranking these
as the top concern).

HOW CONCERNED ARE YOU ABOUT THE IMPACT OF
THE FOLLOWING REAL ESTATE FACTORS ON YOUR

affordability, changes in tenant demand, and changing cultural
attitudes will be crucial for investment performance in the post-
pandemic period, while also accounting for continued challenges
posed by construction costs, asset pricing (and related factors), and
regulatory nuances.

B NOT AT ALL CONCERNED W SOMEWHAT CONCERNED  NET
US REAL ESTATE ACTIVITY? B NOT VERY CONCERNED B VERY CONCERNED CONCERN
CHANGING CHANGES IN TENANT DEMAND [} 22% 56% 19% 75%
DEMOGRAPHICS
AFFORDABILITY FOR
RESIDENTS AND TENANTS [l Lok 64% 17% 81%
CHANGING CULTURAL ATTITUDES TOWARDS
CONSUMPTION AND LIVE-WORK PREFERENCES 4 31% 53% 13% 65%
ASSET RELATED CHANGES IN ASSET PRICING 22% 56% 21% 76%
AVAILABILITY OF SUITABLE ASSETS/LAND 0
FOR AQUISITION AND DEVELOPMENT 8% 32% 47% 13% o
COMPETING RISK ADJUSTED RETURNS
FOR COUNTRIES OUTSIDE THE US 8% 49% 40% ] 7
FINANCING AVAILABILITY OF (REJFINANCE [/ 53% 32% A 36%
COVENANT AND LOAN SERVICING
ISSUES FOR EXISTING LOANS 15% 57% 24% 4 IRl
CONSTRUCTION AGING INFRASTRUCTURE &} 229% 49% 26% 759%
COST OF MATERIALS e} [0l 65% 22% 88%
REGULATION POl . o, 31% 50% 14% [REE
FIRPTA REGULATION YA/ 53% 33% 7% ARG
CFIUS REGULATION el 60% 29% k] 22%

© 2022 AFIRE / AFIRE.ORG
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INVESTOR
CONSIDERATIONS
SOCIAL

In 2021, concerns around public health topped the list of social
and political concerns for investors (79% ranked it as somewhat
to very concerning). As more therapies and preventative measures
have evolved over the past year, that number has dropped slightly
in 2022 to 75%, now outranked by a list of environmental and
economic concerns that extend well beyond the real estate industry.

HOW CONCERNED ARE YOU ABOUT THE IMPACT OF
THE FOLLOWING SOCIAL AND POLITICAL FACTORS

Large scale weather events and natural disasters, climate change,
and housing and market affordability top the list of social concerns
for respondents. While these phenomena may seem unrelated, the
roughly equivalent and heightened concern for these factors reflects
a more holistic institutional understanding of how the negative
effects of climate change correlate to migration trends, live-work
decisions, and resultant issues of affordability.

ON YOUR US REAL ESTATE ACTIVITY? S L
PUBLIC HEALTH EPIDEMICS/PANDEMICS ] 22% 56% 19% 75%
ENVIRONMENTAL WNCANOCNESE 159, 63% 18%  [JEARA
WATER RELATED ENVIROMENTAL ISSUES A 22% 57% 17% 74%
CLIMATE CHANGE TARGETTING RS WA YA 17% 81%
SOCIAL ECONOMIC INEQUALITY 17% 57% 25% 82%
HOUSING AFFORDABILITY 14% 64% 21% 85%
SOCIAL EQUITY/INEQUALITY 29% 53% 17% 69%
MARKET AFFORDABILITY 21% 63% 15% ARG
GEOPOLITICAL POLITICAL INSTABILITY (US) A/ 246% 57% 13% [CERA
EXTREMISM/TERRORISM N US [ 38% 47% 11% IEE
POLITICAL INSTABILITY (INTERNATIONAL)  [K] 31% 57% 10% ICEEG
REGULATION CONFLICTING INTESR&QE?;S% 10% 38% 46% 79, IRREA
ZONING  [/47A 64% 26% A 1%

© 2022 AFIRE / AFIRE.ORG
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ESG
PRIORITIES

As investors account for heightened concerns related to the
environment, affordability, and corporate behavior, their
consideration of environmental, social, and governance (ESG)
criteria in decision-making will become increasingly critical, with
eight in ten viewing it as very important in the next few years. In
2021, for example, 69% of respondents indicated that ESG criteria
would be very important over the next five years. This year, that
number jumped to 81%.

Currently for 2022, energy and waste management, green building
certification, and carbon footprint are the top three ESG criteria
considered by investors for making their real estate decisions.
Each of these environmental criteria have proven, built-in systems
for measurement, thereby making them more reliable ESG
performance measures. As more sophisticated systems evolve for
assessing social and governance metrics, these priorities are likely
to continue changing.

RANKED IMPORTANCE OF ESG CRITERIA

ENERGY/WASTE MANAGEMENT
GREEN BUILDING CERTIFICATION
CARBON FOOTPRINT

CLIMATE CHANGE STRATEGY
GREENHOUSE GAS EMISSIONS
AIR QUALITY

TALENT ATTRACTION AND RETENTION

HEALTH AND WELLNESS

COMMUNITY RELATIONS

GENDER AND DIVERSITY

LABOR STANDARDS

B %
SUSTAINABILITY OVERSIGHT

BUSINESS ETHICS

REGULATORY COMPLIANCE

TRANSPARENCY PRACTICES
| KEA
DATA MANAGEMENT AND CYBERSECURITY [ 1%
%

ACCOUNTING AND TAX PRACTICES

OTHER (Includes PRI and/or GRESB)

NONE OF THE ABOVE
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IMPORTANCE OF ESG CRITERIA IN REAL ESTATE
DECISION MAKING

B NOT IMPORTANT
SOMEWHAT UNIMPORTANT
B NEITHER/NOR

B VERY IMPORTANT

IN 3-5 YEARS

% RANK #1

ENVIRONMENT

m 7% TALENT ATTRACTION
[ AND RETENTION
SOCIAL

8% REGULATORY
COMPLIANCE

- E 8% BUSINESS ETHICS

GOVERNANCE
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ESG
TRENDS

While non-US-based respondents are significantly more likely to
consider environmental factors such as greenhouse gas emissions
when making real estate decisions (23% compared to 14% of overall
respondents), actionable climate change strategies and carbon
footprint reduction measures are rated as the most important ESG
priorities for US real estate investments in the near-future.

Few factors are expected to decrease in importance over the
next five-year period, with strategies for diversity and talent
attraction/development ranking secondary on the list, after
environmental factors.

HOW WILL THE FOLLOWING ASPECTS OF ESG CHANGE

IN IMPORTANCE REGARDING US REAL ESTATE B DECREASE SIGNIFICANTLY M INCREASE SOMEWHAT
DECIS'ONS |N THE NEXT THREE -I-O FIVE YEARS7 B DECREASE SOMEWHAT B INCREASE SIGNIFICANTLY
CARBON FOOTPRINT I 4L4% LL%
CLIMATE CHANGE STRATEGY 51% 39%
DATA MANAGEMENT
AND CYBERSECURITY 44% 32%
GENDER AND DIVERSITY 4T7% 26%

TALENT ATTRACTION
AND RETENTION

GREEN BUILDING I

50% 25%

CERTIFICATION 56% 24%

TRANSPARENCY PRACTICES

38% 24%

REGULATORY COMPLIANCE

LABOR STANDARDS
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ESG
REPORTING
& BENEFITS

When asked which ESG planning, monitoring, and reporting
activities were currently being implemented by investors, respondents
ranked general corporate sustainability and Global ESG Benchmark
for Real Assets (GRESB) reporting at the top of the list, followed by
Principles for Responsible Investing (PRI) signatory and planning
for net zero, respectively.

While tenant attraction, internal corporate compliance, and
operational efficiencies rank as some of the top business benefits
of ESG, brand reputation management remains the top business
benefit of ESG leadership for respondents.

MEASURES CURRENTLY TAKEN WITH
REGARDS TO ESG PLANNING, MONITORING,
AND REPORTING

CORPORATE SUSTAINABILITY
0
REPORTING 58%

GLOBAL REAL ESTATE
SUSTAINABILITY BENCHMARK 53%
(GRESB) REPORTING

PRINCIPLES FOR RESPONSIBLE
INVESTING (PRI) SIGNATORY

NET ZERO PLANNING 46%

ENVIRONMENTAL AND/

0
OR SOCIAL ADVOCACY 44%

RESPONSIBLE

0,
PROCUREMENT POLICY 42%

GLOBAL REPORTING
INITIATIVE (GRI) 28%

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD 22%
(SASB REPORTING)

TASK FORCE ON CLIMATE-
RELATED FINANCIAL 21%
DISCLOSURE (TCFD) REPORTING

CARBON DISCLOSURE

PROJECT (CDP) 19%

OTHER 13%

N
3
>~
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BENEFITS ACHIEVED AS A RESULT OF
ADDRESSING ESG

ENHANCING YOUR FIRM'S
BRAND AND REPUTATION

ATTRACTING/
RETAINING TENANTS

MEETING INTERNAL
MANAGEMENT/
BOARD NEEDS

COST SAVING/
EFFICIENCIES

ATTRACTING/RETAINING
INVESTORS

IMPROVED COMMUNITY
AROUND BUILDINGS

INCREASED VALUE
OF ASSETS

OTHER

NONE OF
THE ABOVE

N
ES

5
R

56%

53%

49%

47%

46%

42%

75%
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ESG
OUTLOOK

As the importance of ESG leadership will continue to grow in the
coming years, almost nine in ten respondents recognize the future
financial benefit of taking action now on ESG. Notably, more than
half of respondents (55%) agree that they would accept a lower-
than-expected rate of return if it meant realizing other social or
environmental benefits.

TO WHAT EXTENT DO YOU AGREE WITH
THE FOLLOWING STATEMENTS:

Even as measurement remains elusive for tracking the social aspects
of ESG, respondents also emphasized the long-term importance of
using this time to address gender, diversity, and talent and labor
issues.

B STRONGLY DISAGREE
M DISAGREE

NET AGREE 85%

M AGREE
B STRONGLY AGREE

Taking action to meet ESG requirements
now will deliver significant return on
investment for our firm in the future.

Our firm is confident in the quality and
reliabilityof ESG related documentation
we are provided withfrom third parties
before completing a real estate investment.

Our firm would be willing to accept a

lower expected rate return if the real

estate investment had a beneficial 9
impact on the society or environment.

40%

WHAT OTHER FACTORS DO YOU BELIEVE WILL BE

CRITICAL TO ESG LEADERSHIP IN THE COMING YEARS?

(NUMBER OF MENTIONS BY TOPIC)

Increase the empowerment and

GENDER & enablement of women |
DIVERSITY prepare women for leader
roles in the future
TALENT Hyper-focused diverity and
& LABOR inclusion recruiting, reter
and advancement
COMMUNITY Focusing on affordable and livable
RELATIONS cities and safe construction and
labor standards

HEALTH &
WELLNESS
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NET AGREE 69%

ind that will help women and

access more institutional capital

Mandatory, formal training
programs for all stuff under
our ESG policy

NET AGREE 55%

55%

We take a multi-faceted approach
to increasing our ethnic diversity,
including setting aspirational
targets in the US and UK

business owners establish a
ord that will enable them to

Working with certificates regarding
the labor on building sites to ensure
overall heightened standards for labor

Project impact on communiites (e.g. accessibility, focus
on “walkable” locations), and focusing on succession
planning with operating company investments
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FUTURE TRENDS
CLIMATE RISKS

.Clirnat.e risks are glreac'iy EXTENT TO WHICH INVESTORS FEEL CLIMATE RISKS
impacting capital allocations in  ARE AFFECTING THEIR CAPITAL ALLOCATION PLANS

the near term. More than eight FOR 2022
in ten investors cite these risks
as affecting their 2022 capital
allocation plans, and two in ten
say these risks are having an
extremely high impact on their
allocation plans. The effects of
these impacted allocations are
expected to reverberate well into
the future.

EXPLAIN WHY CLIMATE RISKS MAY OR MAY NOT BE
AFFECTING YOUR CAPITAL ALLOCATION PLANS
(NUMBER OF MENTIONS BY TOPIC]

B TOALARGE EXTENT
B TO SOME EXTENT

INVESTMENT

ENVIRONMENTAL

Our largest European investors are
highly focused on ESG and it’s a
driving factor in new investments
and existing business plans

The company itself is transforming
our carbon footprint, so our
investments also need to be
sensitive to this

Focused on ESG due to
anticipated changes in German
investment la d the focus
of German investors

Some markets in particular
will be more affected by
climate change than others

Because our investors are
forcing us and the world’s
climate forces us

We do climate risk and
biodiversity assessment with
every property

Climate risk has an effect on how we operate our
properties; we continue to place a significant focus
on the buildout of our ESG strategy at all levels

Our organization has been
carbon-neutral since 2021

CORPORATE
GOVERNANCE

Our company is committed to the Paris

EU taxonomy regulations Because of strict

REGULATION Accord and subject to EU regulation, so have forced an overall change EU sustainability
our ESG performance is more advanced g o .
than our US competitors in how we acquire assets regulation
DECISION ESG plays a larger role in our Qlimate change im_p_acts It is an increasingly important
MAKING 8 decision-making when looking Vlrtually every decision part of the analysis but

through a net-zero lens we make standards are still evolving
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FUTURE TRENDS
10-YEAR OUTLOOK

As climate risks alter long-term strategies, respondents also
indicated which other factors would be critical to US investments
over the next decade. Winners will be sorted from losers based
on their understanding of economics, demographics, and ESG
priorities, and both favorable regulations and strong local expertise
will be critical to asset performance and success.

WHAT WILL BE THE KEY SUCCESS FACTORS FOR REAL
ESTATE INVESTMENT OVER THE NEXT TEN YEARS?
(NUMBER OF MENTIONS BY TOPIC)

) . p . Debt market stability
Economic growth and Ec c and Debt 7 -

. & . . conomic an =5l @ p < ,

MACROECONOMIC continued onshoring of é political st and stability

manufacturing activity

FACTORS demographic growth of the US tas to properly

assess long term strategies

UNDERSTANDING Satisfying live-work preferences Tax and regulatory policies are bigger drivers of
DEMOGRAPHIC in the right locati ith th migration among US states than the pandemic.
TRENDS 1 thetright location wi ¢ Tax payers are choosing to relocate to lower cost,

I‘ight pI‘OduCt and more business friendly, jurisdictions

Finding or creating high quality, Uniform energy Being able to navigate the ¢
thoughtfully differentiated assets efficiency standards in hanging ESG and regulatory

: : : environment as well as the changing
line with EU r eglﬂatlons interest rate environment

ESG

with high ESG standards and
healthy building attributes

As an international investor, the Maximize economies of scale Access to best-in-class
APPROPRIATE key to success is partnering with a in operations while still remain i
EXPERTISE local player, which leads to insights flexible to change and the ability real estate operating
for US real estate to attract talent to do so company partners

Infrastructure improvements will

SUPPORTING | 7 increase the investable market; this Incentivizing capital risk More favorable FIRPTA
POLICIES should be promoted with supporting in opportunity zones changes to foreign investors
regulation/taxation
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ABOUT

CBRE

HOLLAND

PARTNER GROUP

ABOUT CBRE GROUP, INC.

ABOUT HOLLAND PARTNER GROUP

CBRE Group, Inc. (NYSE:CBRE), a Fortune 500 and S&P 500
company headquartered in Dallas, is the world’s largest commercial
real estate services and investment firm (based on 2021 revenue).
The company has more than 105,000 employees (excluding Turner
& Townsend employees) serving clients in more than 100 countries.
CBRE serves a diverse range of clients with an integrated suite of
services, including facilities, transaction, and project management;
property management; investment management; appraisal and
valuation; property leasing; strategic consulting; property sales;
mortgage services and development services. Please visit our website
at www.cbre.com.

Foundedin2000,Holland Partner Group (HPG) based in Vancouver,
Washington, is a fully integrated real estate investment company.
HPG principals’ development and acquisition volume exceeds
$20 billion, representing 60,000 apartment homes located in the
Western United States’ most sought after markets. Our company
accomplishes our investment objectives in strategic alignment
with our capital partners through our five integrated operating
companies, including development, construction, acquisition,
redevelopment, and property management. Our vertically integrated
focus has developed one of the real estate industry’s most consistent
and reliable delivery platforms. Our combined business volume is
expected to exceed $2 billion annually through our 750-member
team. Learn more at hollandpartnergroup.com.

AFIRE RESEARCH COMMITTEE

ABOUT AFIRE

Will McIntosh, PhD

Chair, AFIRE Research Committee
Director of Programs, AFIRE

Global Head of Research, USAA Real Estate

Zeb Bradford
Chief Investment Officer, Metzler

Gunnar Branson
CEO, AFIRE

Peter Grey-Wolf
Board Member, AFIRE
Vice President, Wealthcap Management

Benjamin van Loon
Senior Communications Director, AFIRE
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AFIRE is the association for international real estate investors focused on
commercial property in the United States.

Headquartered in Washington, DC, and established in 1988 as an essential
forum for real estate investment thought leadership, AFIRE members gather
throughout the year to help each other become Better Investors, Better
Leaders, and Better Global Citizens through conversations, research, and
analysis of real estate capital markets, cross-border issues, policy, economics,
technology, and management.

Dialogue fostered by AFIRE is designed to help members gain competitive
advantage through strategic and operational thought leadership, and to help
improve the global real estate investment industry.

To learn more, visit afire.org.

General Inquiries
+1 202 312 1400
info@afire.org

Meetings and Events
Asmait Tewelde
+1 202 312 1404

. atewelde@afire.org
Membership and

Sponsorships
Lexie Miller

+1 202 312 1403
Imiller@afire.org

Media and Publications
Benjamin van Loon

+1 202 312 1405
bvanloon@afire.org



