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THE LONG-AWAITED RENAISSANCE OF EUROPEAN RETAIL

= Despite ongoing uncertainty, real retail sales in the Eurozone are projected to grow modestly at 1.7% p.a., cutpacing both 1.4%
p.a.real GDP and 1.0% p.a. real disposable income growth cver the 2025-29 period.

* |n-store retail sales in Eurcpe are expected to stabilize with an annual growth rate of arcund 0.6% p.a. over the next five years.
This forecast reflects the projected proportion of e-commerce within total retail sales to 20% by 2029, up from 16% in 2024,

= Prime retail vacancy as reported by INREV has stabilized at 3% in Q3 2024, down from 4% in 2020. However, shopping center
vacancy has risen to 8.5% as of Q3 2024. Vacancy for retall warehouses and high street have declined cver the past 2-3 years.

= After double digit declines in 2019-22, European prime rents for both shopping centres and high street retail are expected to
return to 1.3% annual growth in 2025-29. At 2.4% and 2.0% p.a., French prime retall rents are projected to lead the way.

=  Manager sentiment towards retail experienced the largest quarterly improvement in Q4 2024, following a prolonged slump in
2015-21. German and French retail sentiment iz expected to follow the UK upward lead, similar to post-2015 downward trend.

= Retail investment volumes in 2024 have risen to EUR 25.4bn, reflecting an 11% increase from the weak performance in 2023.
This growth was primarily driven by shopping centre transactions, which experienced a 27% increase during the period.

= According to our Sep-2024 forecast, core Eurapean shopping centre and high street yields are expected to tighten by 40 and
30 basis points by 2029, respectively, from their 2024 peak levels of 6.7% for shopping centres and 5.2% for high street retail.

= European prime retail total returns are anticipated to average 8.2% p.a. in 2025-29, with shopping centres at 8.9% p.a., and
high street retail at 7.4% p.a. Shopping centre returns are projected to surpass those of high street retail in most countries.

= Retail i projected to offer a higher current income yield of 6.4% and 5.1% in shopping centres and high street compared to the
5.0% average across non-retail sectors, even if total returns trails non-retail sectors.

= Finally, if future property yield tightening becomes less certain -- as government bond yields are now expected to stay higher
for longer -- more investors might be interested in the relative safety of Eurapean retails” high current income returns.

CAPITAL VALUE EXPECTATIONS SENTIMENT FOR RETAIL ONLY (NET %, UK, DE, FR)
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RETAIL SALES REBOUND TO EXCEED GDP GROWTH

Over the next five years, Eurczone real GDF is projected to grow
at 1.4% p.a. and real retail sales by 1.7% p.a., exceeding the long-
term post-GFC trend.

Retail sales are projected to remain strong as unemployment
levels remain generally low even as inflation has eroded
household spending.

This projected growth represents a notable improvement from
2023, when the expiration of COVID-related government
support led to a 2% decline in real retail sales.

Whilst Europe managed to avert widespread recession,
consumers experienced a decline in real income, which in turn
resulted in negative real retail sales growth in 2023,

Going forward, some downside risks remain from global
geopolitical uncertainties as trade tariffs might become more
widespread and armed conflicts remain unresolved.

Despite these challenges, our base case macroeconomic
scenario assumes inflation to remain within the target range
enabling central bank rate cuts and a modest GDP recovery.

CONSUMER SENTIMENT STILL CHALLENGING

Examining consumer confidence in the Eurozone more closely
offers additional insights into what retailers and investors can
anticipate in the future.

Although there has been a recovery from the lows experienced
in early 2023, neither overall consumer sentiment nor major
purchase sentiment has returned to pre-COVID levels.

Overall sentiment reached -12 in Q3 2024 but has recently
declined and is still significantly below the 2019 level of - 7.
Confidence in making major purchases, such as homes and
cars, remains significantly weaker than overall sentiment.

This is likely a result of the cumulative effects of recent inflation
on purchasing power, as well as interest rates that are well
above their historically low levels seen before COVID.

In our macroeconomic base case, a recession across the
Eurozone is expected to be avoided, and unemployment to stay
low. This should facilitate sentiment improvement in the future.

RETAIL BANKRUPTCIES RETURNING TQ LONG TERM AVERAGES

Investors find it useful to consider ccupiers’ financial strength.

In that respect, there could be some concerns on bankruptcies
for retail & wholesale businesses which have been slowly
returning to 2015 levels.

This trend might be more skewed towards wholesale business,
but lack of mere detailed data does not allow us to confirm this.
Government supports put in place during Covid lockdowns
have shown their positive impact in 2020. But as these supports
were withdrawn, bankruptcies nearly returned to 20156 levels.
One category of retail-related occupiers has fared less well as
indicated by the increasing and higher level of accommoedation
and food service bankruptcies in the post-Covid period.

Again, the combination of accommodation [hotels etc.) and
restaurants does not fully allow for retail specific bankruptcies,
as accommaodation is not typically part of pure retail assets.
Shopping centres and some retail parks might have some
exposure to restaurant occupiers, which could still be impacted.
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EU BANKRUPTCIES BY RETAIL-RELATED INDUSTRY, Q1 2018 TO Q4 2023
(INDEX, 2015=100)
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PROJECTED RETAIL SALES AHEAD OF DISPOSABLE INCOME GROWTH 2{125-29 REAL TOTAL RETAIL SALES VS DISPOSABLE INCOME GROWTH BY COUNTRY

* Projected real retail sales for the 2025-29 period are expected to
grow at 1.7% p.a. both in the Eurazone and in the UK. 3,5%

* These increases might be unsustainable as they are well above [
the projected growth in real disposable income of 1.0% p.a. for 3.0% Poland
the Eurczone and 1.4% p.a. for the UK.

= In other words, our retail sales projections implicitly assume that
households prioritise retail spending cver big expenditures like
homes or cars, use their savings or take cn new debt.

= This is surprising, as higher interest rates and more cautious
lending practices from banks make borrowing to finance
household discretionary spending less appealing.

* France stands cut with the widest gap between its strong 2.4%
p.a. projected real retall sales and modest 0.8% p.a. real
disposable income growth. 0,5%

= This might be explained in part by the built-up household
savings from the Covid period. 0.0%

= Even if the gap (between spending and income; for cther 0.0% 05% 0% 15%  20% 25% 30%  35%
countries is not as big, it might call into question whether the Real disposable income (% y-o-y)
projected retall sales growth is sustainable in the longer term.
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SHARE OF E-COMMERCE TO RISE ABOVE 20% SHARE OF E-COMMERCE SALES IN TOTAL SALES AND 2029 FORECAST (%)

= Physical retail store sales have been impacted by the cngoing 40%
growth of e-commerce over the past decade. As of 2024, e 3504
commerce sales account for 168% of total retail sales. 300,

= Looking forward, this growth trend is anticipated to persist, with 25%

the average share of e-commerce retail across 18 European 20%
countries projected to increase to 20% by 2029, 15% I l I I
= This projected increase marks a return to the slower pre-COVID 10%
trend of rising e-commerce penetration, following the record 5% .
levels achieved during the 2020-21 COVID restrictions. 0%

= Ag before, the share of e-commerce continues to grow, and it

J 2
remains uncertain when it will stabilise and at what level. §Q§§ é\é\b Qo\'° é@ &‘\L %&\ o &
= Across countries, it can be highlighted that the Netherlands and .@5 @6\ © @é
Spain are projected to see the biggest increase in e-commerce N &z’é\
share while Germany is forecast to be well below the average. <

= This might be an advantage in the medium term for physical retail

assets in Germany relative to other countries. W 2025 m 2029

Seurces: CHRE, CBS, OMS, Euramanitar, AEW Resaarch & Strateqy as of 01 2025

IN-STORE SALES PROJECTED TO STABILISE REAL RETAIL SALES PER CHANNEL, UK VS. CONTINENTAL EUROPE {INDEX, 2019=100)
= Despite the ongoing rise in e-commerce penetration, real retail 120
sales are still projected to grow at 1.7% per year in 2025-29, 45

indicating that in-store sales are expected to improve.

= The absolute volumes of in-store sales are expected to recover
after having declined by 6% in the UK and increased by 3% in
Europe by 2025 compared to pre-pandemic levels in 2019,

= The projected cumulative growth in in-store sales over the next 4
five years is over 3% for the UK and over 4% for continental Europe.
This equals a stable and modest growth of about 0.6% p.a.. 0

* Online sales are expected to account for 66% of the projected
growth in total UK retail sales from 2025 to 2029 while Continental
European cnline sales are projected at 68% of total sales growth. 2014 2018 2025 2029

* |In other words, in-store sales are forecast to stabilize at low growth
while e-commerce is projected to dominate cverall sales growth.
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Sources: AEW Resaarch & Strateqy, CHRE & Oxferd Ecanomics as of 012025
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EUROPEAN PRIME RETAIL VACANCY RATE BELOW 4%

Despite the e-commerce challenges for in-store retailers, the
vacancy for retail properties as tracked by the INREV Asset Level
Index (ALI} data has remained in a tight 3%-4% range since 2014,
Vacancy rates across European property sectors have been
declining since COVID, except for offices, which have experienced
the largest and most persistent increase.

ALl data shows the performance for institutional investors’ real
estate portfolios and the 3% vacancy is most likely reflective of the
high quality of (i.e. prime] assets reported to INREV since 2014,
These low and stable vacancy rates for retail are surprising given
the negative investor sentiment that has prevailed for the sector
since 2015,

The overall retail vacancy rate of 3% is likely skewed by the near
zero supermarket vacancy rate, which warrants a closer look at retail
subsectors.

VACANCY TRENDS DIVERGE WITH SHOPPING CENTRES EDGING UP

= More detailed data shows some diverging trends in vacancy rates
across different retail sub-sectors.

= Since 2014, reported vacancy rates have remained relatively low
with only minor increases during the 2020-21 Covid period.

= These data reflect a concentration of high-quality assets in a
small number of countries and are not deemed fully
representative for European retail markets.

= The vacancy rate for shopping centers reached 8.6% in Q3 2024,
up from 4% in Q3 2023, marking its highest level since 2014.

= This is likely due to national retailers reducing their footprint and
retaining space cnly in the most profitable locations.

= On the other hand, vacancy rates for both retail warehouse and
high street retail have trended down cver the last 2-3 years.

= The vacancy rate for retail warehouses (incl. furniture, DIY, etc.)
was reported at 1.6% in Q3 2024, the lowest level since 2014,

= Finally, multitenanted retail parks vacancy rates have been more
volatile and remain higher than most other sub-sectors.

MODEST RECOVERY PROJECTED FOR PRIME RETAIL RENTS

= Eurcpean prime retail rents are projected to grow at an average
rate of 1.3% p.a. in 2025-29, which remains below the anticipated
inflation rate of approximately 2% during the same period.

= Prime retail rents are starting to grow again, albeit at modest
levels, following a significant decline of 16% in shopping centers
and 14% in high street retail from 2019t0 2022.

= High variation of prime retail rent growth rates across countries
and retall subsectors remains.

= In that respact, France is anticipated to experience the highest

prime rental growth in both shopping centers and high street

retail, with rates of 2.4% and 2.0% per year, respectively.

On the other hand, UK’s shopping centre and high street retail

rental growth are notably below the European average at 0.4%

and 0.7% p.a., respectively.

= Finally, bifurcation between prime and secondary high street
retail is expected to remain for some time to come, with
secondary rents recording -56% annual rental growth while prime
rents moderated by -0.6% p.a. over the 2021-24 period.
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YACANCY RATES BY PROPERTY TYPE BASED ON THE INREV ASSET LEVEL INDEX
(%} - STABILISED ASSETS ONLY
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RETAIL VACANCY RATES BY SUB-SECTOR BASED ON THE INREY ASSET LEVEL INDEX
(%} - STABILISED ASSETS ONLY
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RETAIL AVERAGE PRIME RENTAL GROWTH BY COUNTRY OVER THE NEXT 5
YEARS {2025-29, % PA) - BASE CASE
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RETAIL SENTIMENT IMPROVES AFTER LONG SLUMP CAPITAL VALUE EXPECTATIONS SENTIMENT BY PROPERTY TYPE, (NET %, UK, DE, FR)
= |n Q4 2024, retail experienced the largest quarterly improvement 100
in manager sentiment among all four sectors, following a 80
prolonged slump lasting eight years.
= Infact, 2024 shows a strong improvement in European managers’ 60
sentiment across all sectors bazsed on the latest IPE Real Assets 40
Expectations Indicator survey. 20
= Qur chart shows the net percentage (%) calculated as the 0
difference between the share of real estate managers who believe -20
property values would increase vs decrease over the next year. -40
= Based on thig, a value of 0 would indicate a neutral sentiment on 60
the sector’s performance over the next 12 months. -80
= The improvement in retail sentiment is likely a result of the 00
substantial repricing of retail assets that started before 2022, T R R E R EEE R ESEEE ST EES T
unlike in most other sectors. SREERERSSRREERgS g SSE8888

= Retail assets that managed to survive the e-commerce challenges

have become attractive to investors once more. ==Residential ====Industrial ~<====0ffice e==Retail

Sources: IPE, AEW Rasearch k Strategy as of 04 2024

UK TOPS INVESTOR SENTIMENT FOR RETAIL
CAPITAL VALUE EXPECTATIONS SENTIMENT FOR RETAIL ONLY (NET %, UK, DE, FR)

= At 89, UKretail stands out as attracting the most positive investor
sentiment well ahead of France at 40 and Germany at 33.
= The improvement in UK retail sentiment is spectacular from -58

in Q4 2023to +B9in Q4 2024. 100
= Investor sentiment for UK retail has preceded changes in French 80
and German retail investor sentiment. 60
* This was alsc the case in 2015 when the UK started its 40
prolonged period of very poor investor sentiment. 20
= This earlier UK decline was likely triggered by oversupply of 0
retail space and the earlier adoption of e-commerce in the UK, as 20
well as the result of Brexit referendum. 40
= |In Q1 2018, even befcre the COVID pandemic, UK retail gg
sentiment reached its lowest point at -100 and remained there 100
for two years. e - - oo et R s o e
= German and French retail sentiment lagged behind the UK and SSSEEs5555055NNBENNRNAS
also fell to -100 by Q1 2020. Their recent recovery is once again o M
trailing the UK, albeit with some delay. Fra Ger UK

Sources: IPE, AEW Rasearch k Strategy as of 04 2024

2024 RETAIL VOLUMES UP 11% FROM 2023 LED BY SHOPPING CENTRES
EUROPE & UK RETAIL INVESTMENT VOLUMES IN EUR BN (2014-2024)

= As sentiment has improved, retail investment volumes in 2024
have rebounded from a weak 2023, totaling EUR 25.bn, with 87% 45

of that volume coming from shopping centers.
= This is an 11% increase from the record low of EUR 22.8bn in 40
2023, but only 41% of the record volumes reached in 2015. 35
= Shopping centres posted a 27% increase in 2024 y-o-y. 30
= High street retail volumes show slightly more stability, currently 25
at 49% of their record level of EUR 17.4bnreached in 2015. 20
= This might be due to some (luxury) high street retail occupiers 5
looking to acquire their rented stores providing an additional
source of investment capital for high street retail. 10
=  Multi-tenanted shopping centers are less likely to attract similar 3 I I I
investment interest from cccupiers. 0
= Ancther challenge with secondary shopping centers is that they 204 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

may have experienced higher vacancy rates and have been

more difficult to sell B Shopping Centres  ® High Street retail

Sources: RCA, AEW Research b Strateqy as of 01 2025
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CORE RETAIL YIELDS PROJECTED TO TIGHTEN 30-40 BPS BY 2029 EUROPEAN 6-COUNTRY AVERAGE RETAIL YIELDS BY SEGMENT, % (ML, FR, DE,
ES, IT, UK}
= Our latest Sep-24 projections, imply a tightening of European

shopping centre and high street yields by 40bps and 30bps by .0
2029 from their 2024 peaks of 6.7% and 5.2%, respectively. 60 4
= S8imilar to other sectors, our projected retail yield tightening is '
driven by government bond yields forecasts in turn triggered by 5,0
recent and expected ECB rate cuts as inflation has eased.
= Compared to other sectors, current retail yields reflect a much 4,0
earlier widening compared tc other property types, starting in 30

2017. This trend is expected to mederate in the next five years.

= However, prime retail yields are projected to remain above 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 2028
historical averages, reflecting the expectation of elevated bond
yields and interest rates for the next five years.

= Supermarket yields tightened during COVID, as they offered e Supermarkets {7) e Retail warehouses (9)
strong stability. Out-cftown retail warehouse vyields also
tightened during Covid as access was unrestricted.

= Both of these retail sub-sectors have seen a normalization of

e High Street (23} e Shopping Centres (20}

= e e Al excl. retail (89)

yields, even if no forecasts are yet available. Seurces: INREY, AEW Research § Strategy as of 01 2025
FRENCH RETAIL RETURNS TO OUTPERFORM AT ARDUND 10% RETAIL AVERAGE PRIME TOTAL RETURNS BY COUNTRY (2025-29, % PA)
« Eurcpean prime retail total returns are projected to average 8.2% 10

[

o

i

[a¥)

annually over the next five years, with shopping centres at 8.9%
p.a. and high street retall at 7.4% p.a. over the same period.

« Shopping centre returns are expected to exceed high street
returns in most countries, with the notable exception of France.

« In fact, French retail markets are projected to cutperform other
European countries driven by its strong high street retail returns
of 10.2% p.a. over the next five years.

« This cutperformance in France iz likely due to prime high street
benefitting from a tourism rebound and itz focus on luxury as well
as a strong diversity and quality of its central Paris high streets. o

« Desgpite below average rental growth, UK returns are coming out
strong as UK prime yields remain ahead of other markets.

+ Maintenance capex are net included in cur prime returns. Net
returns are impacted, especially as Green Street estimates W High Street M Shopping Centre
European shopping centre capex at 27% of net operating income.

France Netherlands Germany 20-country  Italy Spain
avg.

Sources: CBRE, AEW Resparch & Strategy as af 01 2025
RETAIL OFFERS ATTRACTIVE INCOME RETURNS

EXPECTED RETURNS FORECASTS FOR SELECTED SECTORS (2025-29, % PA}
= At 89% and 7.4% p.a., our forecasts for shopping centres and

high street retail still compare unfavorably with non-retail 100
sectors, where the average prime returns are expected at 9.8%.
=  However, retail sectors are offering a higher current income yield 8,0
of 8.4% and 5.1% in shopping centres and high street compared
to the 5.0% average across non-retail sectors. 6,0
= Projected capital returns for retail are more moderate compared
to nen-retail sectors. These are dependent on the forecasted 40
yield compression and rental growth.
= In this respect, we note that capital return from rental growth for 2,0
non-retail sector is projected at 2.5% p.a. almost double the
average at 1.3% p.a.in both high street and shopping centres. 0,0
= Finally, the forecasted capital return from future yield shift for All sectors ex. retail (126)  Shopping Centre (33) High Street 37)

non-retail sectors is 2.3% p.a. again nearly double the 1.2% and
1.0% p.a. for shopping centres and high street retail, respectively.
= |If future property yield tightening becomes less certain -- as Capital return due to yield shift
bond vyields are now expected to stay higher for longer -- the
relative safety of retails” high current income is more appealing.

M Current income return W Capital return due to rental growth

Source: AEW Research & Strategy as of 01 2025
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ABOUT AEW

AEW is one of the world's largest real estate asset managers', with £77.4bn of assets under management as at 30 September 2024. AEW has over 870
employees, with its main offices located in Boston, London, Paris and Singapore and offers a wide range of real estate investment products including
comingled funds, separate accounts and securities mandates across the full spectrum of investment strategies. AEVY represents the real estate asset
management platformof Natixis Investment Managers, one of the largest asset managersin the world.

As at 30 September 2024, AEVY managed €37.1bn of real estate assets in Europe on behalf of a number of strategies and separate accounts. AEVW has
510 employees based in 11 offices across Europe and has a long track record of implementing core, value-add and opportunistic investment
strategies on behalf of its clienta In the last five years, AEVW has invested and divested a total volume of £€17.5bn of real estate across European
markets.

RESEARCH & STRATEGY CONTACTS

HANS VRENSEN CFA #2, CRE IRENE FOSSE MSC

Head of Research & Strategy Director

Tel +44 {020 7016 4753 Tel +33{0)1 78409507
hans.vrensen @Eeu. aeW.com frernea. fosse@eu.aew cant
ALEXEY ZHUKOVSKIY CFA %2 KEN BACCAM MSC
Associate Director Director

Tel +44{0)78 B7B3 3872
atexey.zhukovslkiy@eu. aew.com

Tel +33{0)1 7B 4092 86
ken.baccam@at. agW.com

ISMAIL MEJRI
Associate

Tel +33{01 178403081
isnail mejrigal. aew. com

INVESTOR RELATIONS CONTACTS

ALEX GRIFFITHS
Wanaging Director
Tel -44 (0)20 7016 4840
alex griffitha@ett aow. com

BIANCA KRAUS
Wanaging Director

Tel +48 89309080710
hianea. krausiEey. sow com

MATILDA WILLIAMS
Director

Tel. +44 {0)7795 374 668
matiida.williams@eu. aew.com

EMMANUEL BRECHARD
Director

Tel +33{0)1 78408553
emmanuel. brechardibel. agw.com

LONDON PARIS DUSSELDORF
AEW AEW AEW

Level 42, B Bishopsgate 43 Avenue Pierre Mendés France Steinstrafie. 13
London ECZN 4BG 75013 Paris [ 40212 Duszelc
UNITED KINGDOM FRANCE GERMANY

This publication is intended to provide information to assist investors in making their own investment decisions, not to provide investment advice to any specific investor, Investments discussed and recommendations herein may not be
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As of September 30, 2024, AEW includes {1) AEW Capital Management, L.P. and its subsidiaries and {ii} affilizted company AEW Europe and its subsidiaries, AEW Europe and AEW Capital Management, L.P. are commonly owned by Natisis
Investment Managers and aperate independently from each other, Total AEY AUM of €774 billion includes €37.1 billion in assets managed by AEW Europe and its affiliates, €4.7 billion in requlatory assets under management of AEY Capital
Management, L.P., and €36.5 billion in assets for which AEW Capital Management, L.P. and its affiliates provide {ij investment management services to a fund or other vehicle that is not primarily investing in securities {e.g., real estate}, {iir
ner-discretionary investment advisory services {e.q., model pertfolios) or {iii] fund management services that de not include providing investment advice,
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