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Multiple Forces Drive Rates Higher, Creating Challenges & Opportunities

Silver-lining of higher rates. Development activity is slowing as construction and financing costs rise, potentially creating
favorable supply-demand conditions across many property sectors.

+ Conventional commercial real estate borrowing costs have risen into the 6-to-7 percent range, increasing financing costs for
investors.

+ Higher debt costs continue to pressure underwriting assumptions and widen the pricing gap between buyers and sellers.

+ Despite higher rates, lender liquidity remains relatively strong, with multiple debt providers actively pursuing new
originations.

+ Elevated financing costs, higher construction expenses, tariffs, and labor shortages are making new development projects
increasingly difficult to justify.

 As aresult, commercial real estate deliveries are slowing across many property sectors.

+ Demand remains positive across many markets, and constrained supply could tighten vacancy rates and support the next
cycle of rent growth.

+ While higher interest rates may continue to weigh on asset values, improving property fundamentals and future rent growth
could create attractive opportunities for long-term investors
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