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EUROPEAN RESIDENTIAL EXPECTED TO REMAIN RESILIENT IF PROLONGED MIDDLE EAST CONFLICT TRIGGERS DOWNSIDE SCENARIQ

= Moderating mortgage rates and a recovery in lending volumes over the past year have supported the recovery in house prices.
The ongoing conflict in the Middle East could however lead to an increase in energy prices and force central banks to hike
rates to curb inflation. This in turn, could halt the house price recovery and trigger more demand for rental units.

= New supply of housing remains limited and short of government targets despite a recent increase in building permits. In
addition, short-term rentals and private landlord sales in some markets have led to a decrease in the private-rented stock
despite various attempts at regulating them.

= European prime residential market rents are projected to see 3.2% p.a. growth in 2026-30 in our base case scenario despite
tightening rental regulations. With a more uncertain inflation cutlook, these forecasts could be revised in the coming quarters.

= Residential investment activity increased modestly yearon-year in 2025 with European volumes totaling €45 bn. With
improving financing conditions, liguidity has improved further and led to yield tightening.

= Due to the robust supply-demand dynamics and stable cashflows, investors’ appetite for the different residential sub-
segments remains strong. Since 2008, residential has doubled its share in total investment volumes to 20% in 2025,

= Based on our base case, prime residential yields are expected to remain stable over the next five years, with only a couple of
markets expected to experience yield compression.

= As shown below, 2026-30 European residential total returns are projected at 7.4% p.a. in the base case, driven mostly by
current income (4.0% p.a.; and capital return from rental growth, with limited capital return coming from yield compression.

= |f the conflict in the Middle East escalates further, leading to prolonged higher inflation and base rates - as assumed in our
downside scenario - the projection for European residential total returns by a medest 80 bps lower than in the base case at
6.6% p.a.

EXPECTED PRIME TOTAL RESIDENTIAL RETURNS BY MARKET (2026-2030, % P.A.) - BASE CASE UNLESS SPECIFIED
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Sources: CBRE, AEW Research & Strateqy, as of March 2026
Please note that there is no assurance that any prediction, projection or forecast contained in this repert will be realised.
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RECOVERY IN HOUSE PRICE GROWTH COULD BE HALTED BY THE CONFLICT IN THE MIDDLE EAST

MORTGAGE RATE DECLINE MIGHT PAUSE DUE TG INFLATION UNCERTAINTY TYPICAL LOCAL BANK INTEREST RATES - LOAN FOR HOUSE PURCHASE (%)

= As central banks have been cutting thelr base rates, the
average Eurozone mortgage rate steadily declined to 3.30% 6
by year-end 2025, a 70 bps decline from 2023.

= This partially reverses the significant increase in mortgage
rates from 1.32% recorded since the yearend 2021 after the
ECB and BoE started hiking their base rates to curb inflation.

= At 4.0% UK 5-year fixed rate 75% LTV mortgage rates have 3
reduced significantly from their 5.7% peak but remain more
than 70 bps higher than in the lower inflation Eurozone. 2

= However, UK mortgages are also dominated by variable or
short (2-5 years} fixed mortgages rates in contrast to typically
fixed rates for 20-25 years in the Eurozone. 0

= A prolonged conflict in the Middle East could lead to & 288353338383 PLRZE85383385
reversal in monetary policies, if inflation stays above target for g 2588 S &85 S538858 g SS8BE3N3gg
a sustained period, rate hikes might be deemed necessary. R S

= Any potential rate hikes could negatively impact lending e Germany == France Eurozong UK
volumes and residential prices going forward but could also
increase demand for rental units. Sources: ECB, Bank of England, AEW Research & Strategy, as of March 2026

ANNUAL CHANGE IN QUTSTANDING LOANS FOR HOUSE PURCHASE (%) &

RECENT RECOVERY IN BANK LENDING TO CONTINUE FOR $1 2026 NOMINAL HOUSE PRICE GROWTH (% P.A., RHS) IN THE EUROZONE

= Lending from banks to finance house purchases has 1% 12%
continued to recover in 2025 after slowing down 6% 10%
significantlyin 2022 and 2023 with the rise ininterest rates.

= House price growth and residential mortgage lending 5% 8%
volumes have historically been highly correlated. 4% 6%
= House price growth in the FEurozone has gradually 3% 4%
increased to over 5% in Q4 2025, after experiencing a 20 204
modest decline in 2023 and starting its recovery in 2024. % “ 0%
= This rebound in lending and house prices is expected to I|
continue in Q1 2026 as lending approval and funding 0% . 2%
processes do take time. 1% -4%
= For the rest of 2028, lending might be affected by central N Q0 Q00 0 O D ah P
banks’ rate hikes in case inflation trends above their targets Qw'“%@%‘*l%"‘”&%“@%‘*@%""@%‘*@%‘;&Q“@’L%“'@W’Qz‘*&"*ﬂ‘%ﬂ@
due to disruptions from a potentially prolonged conflict in W L oans for house purchase - Eurozone, Year/Year Change
the Middle East. e House price growth - Eurozone (RHS)

Sources: ECB, Oxford Economics, AEW Research & Strategy, as of March 2026
HQUSE PRICE RECOVERY MIGHT SLOW IF MIDDLE EAST CONFLICT
CONTINUES NOMINAL HOUSE PRICE GROWTH (INDEX 100 = 2007)

250
= House prices started recovering in 2024 across Europe,

with Germany and France lagging most other countries.

Interest
rates rise

= Spain stands out in Europe with a lasting post-GFC 200
impact. In addition, Spanish residential prices continued V/
to increase by around 8% p.a. On average in 2022-25 150 ~ -
despite higher interest rates. ‘/

=  Going forward, Oxford Economics projects an increase of
4.0% p.a. on average in the Eurozone over the next five 100
years and a similar 3.9% p.a. inthe UK.

= This represents an upward revision compared to the 3.5%

50
forecast from last year. P R O E N M TN DR ® SO g NS TN DS O
; I : SEeSSocbboocooNoNNNN NN &S
= Again, a prolonged conflict in the Middle East could lead HENYAANISARNANEgNERSIRSNRERR
to downward forecast revisions for house prices if central
banks change their monetary policy to curb inflation. Eurozone = France == Germany
e Netherlands Spain s |nited Kingdom

Sources: Oxford Economics, AEW Research & Strategy, as of March 2026
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LIMITED NEW SUPPLY & COMPETITION FROM SHORT-TERM RENTALS HAVE PUT PRESSURES ON THE RENTAL MARKET

MEW SUPPLY EXPECTED T INCREASE BUT REMAINS SHORT OF TARGETS
RESIDENTIAL COMPLETIONS BY COUNTRY WITH FORECASTS FOR 2025-28
= In Europe, new supply of housing has decreased by 17% in 354400

2025 comparedto 2023.

= Germany and the Nordics recorded the sharpest declines at 300000
over 30%, while only Spain, Portugal and Ireland recorded ;5 ggg
increases over the same period.

= Despite a 17% year-onyear decline, at 272,100 p.a. France 200000
has built more dwellings in 2025 than any other European 150 000
country, including Germany {205,000; and the UK (161,000).
= Residential completions in Germany and the Netherlands 100 000 ‘ “‘ |“ I

remain short of their stated annual government targets. 50 000
= 2025 German completions are expected to be as low as
205,000 units compared to a government target of 400,000.
= The Netherlands is estimated to have delivered around &s& &@
70,000 dwellings in 2025, compared to a target of 100,000. & Qz“
= Going forward, residential completions are expected to m2023 m2024 w2025 w2026 w2027 o 2028
gradually increase in 2026-28 compared to 2025 levels in all
countries except Italy.

{(b Q’b

’b
<z° &

Sources: Euroconstuct, AEW Research & Strateqgy, as of March 2026.
SHORT-TERM RENTALS & SALES REINFORCE SUPPLY SHORTAGES

. . . . SHORT-TERM RENTAL NIGHTS BOOKED VIA PLATFORMS (AIRBNB ETC)
= Aygilable privately-rented units have also decreased in

some markets as private investors continue to sell their 30 120%
rental homes into the owner-occupied market. 100%
= For instance, in the Netherlands, privately-rented rental ” 80%
stock fell by 8% in 2025 as 65,000 rental units were sold. L0 00 60%
= |n addition, an increasing number of dwellings are being let 815 ‘00 AD%
short-term on platforms such as Airbnb, notably in France, Ew ¢ e 20%
Spainand ltaly. 0“ 0%
= Since 20189, short-term rental nights booked via platforms 5 I t I -20%
such as Airbnb have increased by more than 20% in most 0 1 I anlalalall._ s " -40%
European cities. Over 70% increases have been recorded in SESEREEES E ZEEE8E8EEE25558
Lyon, Milan, Frankfurt and Paris. ==Z g5 gé SEZS22382 EE 3 % EEEE
= As a result of the increasing long-term rentals supply E t Y& 5 S8 EBE E
shortage, many countries or municipalities have recently == -
= W 2024 & 2019/2024 % growth (RHS}

tightened thelr rental regulations, with mixed results.
= In Paris, owners ¢an rent out thelr properties only for 90
nights per year, compared to 120 nights previously. This Source; Eurostat, Dutch Land Registry, Institut Paris Region, as of March 2026. No historic
: . - ) : data for London
has led to a decrease of 15% of listings on Alrbnb in 2025.

RESIDENTIAL RENTAL GROWTH PROJECTED AHEAD OF OTHER SECTORS PRIME RESIDENTIAL RENTAL GROWTH (%, PER ANNUM)

10
= Actual prime residential rental growth of 3.3% in 2025 in

Europe was slightly weaker than the 2021-25 average of 8
5.6% p.a.. due to lower inflation.

= Based on our Sep-25 projections, we expect 3.2% p.a. prime 6
residential rental growth across the 25 European markets
for 2026-30, above current projected inflation of 2.0%.

= Despite being regulated residential markets, Berlin, Madrid,
Munich and Amsterdam are expected to outpetrform the I I I
European average rental growth over the next five years. 0 I

= Indeed, most rental regulations across Europe do not apply RIS & & )
to newly-built dwellings, where the prime rents we project ¢ ¢ © >
tend to be achieved.

= London prime residential rental growth has been revised ] & &
downward somewhat. This is in part due to the 2025 UK & o
Renters’ Reform Bill giving tenants more protection. 2021-2025 R
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Sources: CBRE, AEW Research & Strateqy, as of March 2026
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RESIDENTIAL INVESTMENT ACTIVITY RECOVERED, WITH OPERATED RESIDENTIAL OFFERING ALTERNATIVES TO INVESTORS

RESIDENTIAL LIQUIDITY EXPECTED TO FURTHER IMPROVE IN 2026

= European residential volumes totaled €45 bn in 2025, a 9%
increase compared to 2024. However, thisis still down 15%
compared to its 10-year average.

= The 2025 pick-up in investment activity has mostly been
driven by the Nordics and France.

= In both the INREY and the CBRE 2026 Investment
Intentions Surveys, residential took the first position as
investors’ preferred sector, ahead of logistics.

= This investor preference can be explained by the strong
fundamentals providing the solid stability of cashflows
offered and attractive financing conditions.

= On the back of these drivers, 2026 residential investment
volumes are expected to increase further as investors seek
to diversify away from offices and other sectors.

= JLL estimates that European living investment could reach
€70bnin 2026.

SHARE OF RESIDENTIAL HAS INCREASED ACROSS EUROPE TO 209

= QOver the last fifteen years, residential has doubled its
market share of total volumes invested in European
property from 8% in 2008 to 21% in 2025.

= Residential makes up around 30% of total volumes invested
in property in Germany, the Netherlands and Sweden.

= This compares favorably to around 20% in the UK and
Spain, 14% in France and only 4% in ltaly.

= The share of residential in total investment volumes
increased in all countries except Sweden and Spain where
it remained stable.

= Some of the largest increases were recorded in the
countries where the share of residential is the lowest - Italy,
France and inthe UK.

» As the stock (including new stock) available to institutional
investors remains limited in these markets, the share of
residential volumes is unlikely to rise much further.

OPERATIONAL RESI ALTERNATIVES SET NEW RECORD AT 35% OF DEALS

= The residential sector is diversifying, with emerging
subsegments such as micro/flex/co-living, in addition to the
more established student & senior housing sectors.

= |nvestment volumes in operated residential now represent
35% of total residential volumes in Europe, a record high.

= With high occupancy rates and strong rental growth,
student housing remains a sought-after sector despite
student population set to reach a peak in the coming years.

= The lack of senior housing transactions over the past
couple of years can be explained by concerns around the
profitability of some senior housing operators.

= Consolidation between operators is set to continue, while
demographics tailwinds are likely to improve demand.

= Affordable housing is a smaller sub-segment (representing
just 4% of total residential investment volumes in 2025).

= However, the recently launched Eurcpean Affordable
Housing Plan could lead to more investments in 2026.

RESIDENTIAL INVESTMENT YOLUMES (€ BN) BY COUNTRY AND SHARE OF
RESIDENTIAL (%) IN TOTAL INVESTMENT VOLUMES (%, RHS)
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INVESTMENT YOLUMES BREAKDOWN BY RESIDENTIAL SUB-SEGMENT (EBN) - EUROPE
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RESIDENTIAL RETURNS WELL POSITIONED FROM DOWNSIDE SCENARIQ

STRONG APPETITE FOR STUDENT HQUSING ACROSS EUVROPE

= From the second half of 2024, prime European residential
yields have compressed, moving in by 30 bps from a peak
of 4.1% to 3.8% at the start of 2026.

= All prime European residential markets have now fully
repriced.

=  Prime student housing yields have compressed from 4.7%
On average across seven Eurcpean markets, to 4.4% at the
start of 2026, driven by strong investor appetite.

= By contrast, average prime senior housing vyields moved
out to 4.8% across four markets, reflecting concerns about
the profitability of some senior housing operators.

= This offers additional excess spread compared to prime
residential for new investors coming into the sector.

PRIME RESIDENTIAL YIELDS EXPECTED TO REMAIN STABLE

= Qur Sep-25 forecasts indicate that prime residential yields
are projected to compress from thelr 3.9% in late 2025 by
just 10bps to reach 3.8% in 2030.

= These yield forecasts reflect Oxford Economics’ projected
stabilisation of government bond vyields as central banks
are expected to keep interest rates stable.

= However, the conflict in the Middle East has led to an
increase in energy prices. The ECB will therefore be closely
monitoring potential inflation spikes and might hike rates, if
needed.

= The strongest yield compression is expected in London,
where prime residential yields are forecast to decrease
from 4.0% to 3.6%.

= Modest vyield compression is also expected in other
European prime residential markets, notably in Warsaw.

= By contrast, prime Paris yields are forecast to move out
slightly by 20 bps over the next five years as a result of
higher government bond yields and lower credit ratings.

DOWNSIDE SCENARIO HAS LIMITED IMPACT ON RESIDENTIAL RETURNS

= Prime residential total returns are projected at 7.4% p.a. for
the next five years on average across the same 25 markets
covered, inthe base case.

= Thisis 110 bps below the 8.5% total returns expected for
all property sectors (excluding residential).

= A prolonged conflict in the Middle East could lead to
above target inflation, higher bond and property yields.

= In that case, residential total returns will be negatively
affected, as indicated in our downside scenario.

=  QOur downside scenatio shows returns at 6.6% p.a., which
confirms the limited impact as it is only 80 bps p.a. lower
than inthe base case.

= In the base case, all residential markets except Paris and
Copenhagen should benefit from prime total returns
exceeding 6% per annum over the coming 5-year period.

= London, Warsaw, Berlin & Amsterdam are expected to
outperform the Eurcpean average with 8-10% p.a. returns.

= By contrast, prime Milan and Paris residential are expected
to underperform with 6.1% and 4.4%, respectively.
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PRIME NET RESIDENTIAL YIELDS BY RESIDENTIAL SUB-SEGMENT (%)
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EXPECTED PRIME TOTAL RESIDENTIAL RETURNS BY MARKET (2026-2030, %
P.A.) - BASE CASE UNLESS SPECIFIED
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ABOUT AEW

AEW is one of the world's largest real estate asset managers, with £€72.1bn of assets under management as at 31 December 2025 [1]. AEW has cver 820
employees, with its main offices located in Boston, London, Paris and Singapore and cffers 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 platform of Natixis Investment Managers, cne of the largest asset managersin the world.

As at 31 December 2025, AEW managed €36.8bn of real estate assets in Europe on behalf of a number of funds and separate accounts. AEVWY has over 510
employees based in 11 offices across Europe and has a long track record of successfully implementing Core, Value-Add and Opportunistic investment
strategies on behalf of its clients. In the lastfive years, AEW has invested and divested a total volume of over €13bn of real estate across European markets.
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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 suitable for all investors: readers must exercise their own independent judgment as to the suitability of such investments and recommendations in light of
their own investment objectives, experience, taxation status and financial position. This publication is derived from selected sources we believe to be reliable, but no representation or waranty is
made regarding the accuracy of completeness of, or otherwise with respect to, the information presented herein. Opinions expressed herein reflect the current judgment of the author: they do
not necessarily reflect the opiniens of AEW or any subsidiary or affiliate of the AEW's Group and may change without notice. While AEW use reasonable efforts to include accurate and up-to-date
infarmation in this publication, errors or omissions sometimes occur. AEW expressly disclaims any liability, whether in contract, tort, strict liability or otherwise, for any direct, indirect, incidental,
consequential, punitive or special damages arising out of or in any way connected with the use of this publication. This report may not be copied, transmitted or distributed to any other party
without the express written permission of AEW. AEW includes AEW Capital Management, L.P. in North America and its wholly owned subsidiaries, AEW Global Advisors {Europe} Lid. and AEW Asia
Pte. Ltd, as well as the affiliated company AEW Europe and its subsidiaries. There is no assurance that any prediction, projections or forecast will be realised.

1Source: "2024 IRELQ. Real Estate Managers Guide”. The Guide, published annually by Institutional Real Estate, Inc., ranks real estate managers based on the gross value of real estate AUM {Sm)
as of December 31, 2023. 2CFA® and Chartered Financial Analyst& are registered trademarks owned by the CFA Institute

[1] As of December 31, 2025. AEW includes (i} AEW Capital Management, L.P. and its subsidiaries and (i} affiliated company AEW Europe and its subsidiaries. AEW Europe and AEW Capital
Management, L.P. are commonly owned by Matixis Investment Managers and operate independently from each other. Total AEW AUM of $85.9 billion includes $42.5 billion in assets managed by
AEW Europe and its affiliates, $3.5 billion in regulatory assets under management of AEW Capital Management, L.P., and $32.2 billion in assets for which AEW Capital Management, L.P. and its
affiliates provide {i} investment management services to a fund or other vehicle that is not primarily investing in securities {e.q., real estate), {ii} non-discretionary investment advisory services
{e.q., moadel portfalios) or {iii} fund management services that do not include providing investment advice.

@

AE \,‘ ‘\/ BOSTOM DISSELDORF FRANKFURT HONG HOMG LONDON LOS ANGELES LUXEMEQURG MADRID MILAN PARIS PRAGUE SEQUL SINGAPQRE SYDNEY TOKYD WARSAW AMSTERDAM | AEW.COM )



	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6

