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The biggest risk is missing the opportunities created by the current turbulence
and the shift in the FED's monetary policy

Property prices are adjusting to high interest rates, having fallen 22%
since the peak in 2022. With the start of the Fed's monetary easing
period expected in 2024 (“dovish pivot”), prices are likely bottoming
out at their lowest levels and starting to recover in late 2025.
Investments made at stages equivalent to the current one in previous
cycles generated exceptional returns.

Despite the decline in property prices, rental income remains
resilient, due to an imbalance between supply and demand, especially
in the residential and necessity-retail segments. This has been the
price-downturn cycle in which the increase in property revenues, in
these segments, most offset the negative impact of interest rates on
their prices, demonstrating their strong structural robustness.

In 2024/2025 the best opportunities should be in:

14

Opportunistic - Distressed Properties: One ftrillion dollars in
debt maturing between 2024 and 2025 is expected to open a
window of opportunity for opportunistic acquisitions of
properties with distressed leverage structures that need to
refinance their loans, at a time when interest rates are historically
high.

Private real estate credit: High interest rates and scarce credit
will continue to contrast with strong demand for financing,
favoring investment in private credit.

Build-to-rent: The “dovish pivot” by the Fed should start a new
cycle of reducing interest rates in 2024. Construction projects
started in 2024/25 will be completed at the end of this cycle and
should benefit from higher spreads when taking out long-term
financing, and from capital gains derived from the expected
compression in cap rates.
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Forecast of soft landing and declining inflation
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U.S. core inflation measures have peaked, and Fed officials
expect them to continue falling toward the 2% target in 2026.

The FOMC base case forecasts a reduction in average GDP
growth to 1.7% p.a. over the next 3 years and a slight increase

2020

2021

2022

2023

GDP Soft in the unemployment rate to 4.3%. However, no recessionary
Landing scenario is forecast.
_______ IR,
Average GDP
(FOMQ)
1.7%
Risks
Labor markets remain hot and less progress has been made in
moderating inflation in wage-sensitive core services, signaling
arisk of a slower-than-expected decline in inflation indicators.
Inflation
Moderatio
n
2.20% 2.00%
PROJECTION
2024 2025 2026

1 Historic: US Bureau of Labor Statistics; Estimate based on FOMC projections in Dec-23 for the FFR.
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The historic tightening of U.S. monetary policy appears to The Fed kept the Federal Funds rate stable in the 5.25% -

be coming to an end with a “dovish inOt" expected in 5.5% range in January, the highest in the last 23 years. Since
! December, the Fed has signaled that this historic tightening is
2024 coming to an end.

Based on the more cautious statements after the January
meeting and considering the stronger-than-expected labor
market, the rate-cutting cycle is estimated to begin only in
Expectation of Dovish May or June.
Pivotin 2024 with the
cutting cycle beginningin
May/June. Risks

Dovish Pivot Q If the labor market remains resilient it should continue

pressuring inflation, forcing the Fed to keep interest rates high
for longer to avoid the risk of resurgent inflation.
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1 Historic: Board of Governors of the Federal Reserve System (US); Estimate based on FOMC projections in Dec-23 for the FFR. 8 a t|VO f-e
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Mortgage rates should start to fall, but will remain high until 2025,
negatively impacting borrowers whose loans are about to mature
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2.76%

More than US$ 1 trillion in commercial real estate
loans mature in 2024 and 2025, when rates are still

very high

Mortgage rates begin to fall, but remain high until
2025

PROJECTION

v

1 Historic 30-Year Fixed Rate Mortgage Average, Freddie Mac from FRED; Projection: Estimates by Ativore based on FOMC projections in Dec-23 for the FFR.
2 Historic: Board of Governors of the Federal Reserve System (US); Estimate based on FOMC projections in Dec-23 for the FFR.
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From the second half of 2024, mortgage rates should start to
fall, tracking the movement of the Federal Funds, but the
pace of decline will not be as fast.

More than US$ 1 trillion in real estate loans mature in 2024 and
2025, at a time when mortgage rates are still high, which
should create stress in more leveraged properties that need to
renegotiate their debts.

Loan Maturities ($ Billions)

728
800 659

539

383 322

g8 8 8

o

23 24 25 26 27

Source: Mortgage Bankers Association

b

Risks

Despite a market and Fed consensus on a high probability of a
soft landing for the economy, there has never been a cycle in
which rates remained so high for so long without causing
collateral damage to the economy. This could create a more
widespread stress situation than expected in the real estate
market.
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Property pI'iCGS have already fallen 22%: in 2024, According to the January report by GreenStreet, property

opportunistic acquisitions of properties with distressed afiass lave aleaey oy 220 snee die peel v 2022
Property prices are likely reaching the lowest levels of this

|eVerage at discounted priC@S begin to emerge cycle, should the FED's monetary tightening come to an end in
2024, as expected.

Window of _ ; . _ i
opportunity for There is a gap of 1-2 years between the “dovish pivot” and the

acquisitions start of the recovery in property prices. Investments made
' during stages equivalent to the current one in previous cycles

Prices should rise generated exceptional returns.
again to adjust to

lower interest rates

Prices fell 22% since the peakin
2022 and acquisition opportunities

|
|
|
at discounted prices are beginning 5
|
|
|

to emerge ‘ Acquisitions at opportunistic prices of properties with
! , , I distressed financing structures are already beginning to
\ Time lag” for price ! L L o
: adjustments ! emerge, and the pipeline of acquisition opportunities at
8 00% o e > discounted prices should grow throughout 2024.
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6.00%
= 00% Risks
4.00%

An unforeseen event (black swan) or a worsening of the
3.00% : o .

economic situation, as a result of the current extremely
2.00% restrictive policy, could extend the recovery time for property
1.00% prices.
0.00%

PROJECTION
2020 2021 2022 2023 2024 2025 2026

1 Historic 30-Year Fixed Rate Mortgage Average, Freddie Mac from FRED; Projection: Estimates by Ativore based on FOMC projections in Dec-23 for the FFR. 10 a tlg{ﬂgﬂgg

2 Historic: Census, Hud: Median Sales Price of Houses Sold for the United States; Estimate based on FOMC projections in Dec-23 for the FFR.



With the decline in property prices and the structural resilience of
revenue in some segments, the average rental yield (cap rates)is
already the highest since 2005

Cap rates are

the highest
since 2005
8.00% ’
o price \nde*
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1Historic: Commercial Property Price Index (CPPI) by Greenstreet; Projection: Estimates by Ativore based on projected rental growth and cap rates.

2 Historic: Market Cap Rates Weighted Average for Apartments, GreenStreet Advisors.; Projection: Estimates by Ativore based on FOMC projections in Dec-23 for the FFR.

Despite the decline in property prices, rents in several
segments continue to rise, due to a structural shortage in
property supply. This phenomenon has had a positive impact
on the average rental yield (cap rates), which is already the
highest since 2005.

This has been the historic downturn cycle in which the rise in
property revenues has most offset the negative impact of
high interest rates on property prices, demonstrating the
strong structural resilience of some segments, such as
residential.

Ciclo de baixa com maior resiliéncia
estrutural dos aluguéis

1990s S&L GFC Current Dot-Com COVID-19
Crisis Cycle Bust
10% 1990-1995 2008-2009 2022-?  2001-2002 2020
5%
0%
5%
-10%
-15%
-20%
-25%
-30%
-35%
-40% = NOI Growth = Cap Rate Effect @ Total Return

Sources: Green Street Advisors, NCREIF, PGIM Real Estate; as of November 2023.

Risks

If the economy enters a recession, contrary to soft-landing
forecasts, rents may not hold up, even for the most resilient
segments.
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With falling interest rates and the projected rise in cap

rates, spreads on property acquisitions should start to

rise
Negative spreads in High cap rates combined
2022/23 substantially with falling rates should
reduced leverage levels favor leveraged
acquisitions from
2025/26
8.00%
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PROJECTION
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1Historic 30-Year Fixed Rate Mortgage Average, Freddie Mac from FRED; Projection: Estimates by Ativore based on FOMC projectionsin Dec-23 for the FFR.

2 Historic: Average Cap Rates for Apartments, GreenStreet Advisors.; Projection: Estimates by Ativore based on FOMC projectionsin Dec-23 for the FFR.

The sharp rise in interest rates has made leverage-based
investment strategies unviable and substantially reduced
credit supply. Leverage levels in the most recent real estate
investments are among the lowest (most conservative) in
decades.

The structural robustness of some segments will continue to
support rising rents. Due to the expected two-year “time lag”
between the expected fall in interest rates and the recovery in
property prices, a substantial increase in rental yields (cap
rates) may occur from 2025, once again benefiting leveraged
acquisition strategies.

Risks

If rents in the most resilient segments do not hold up due to a
potential recessionary scenario (less likely, but possible) or, on
the other hand, the economy stays hot preventing the start of
the rate-cutting cycle, spreads could remain compressed.
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Focus on PROACTIVE STRATEGIES anchored in the
generation of cash flows that present opportunities to
create alpha through the action of local specialists
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Proactive strategies seek to generate
alpha through specialized operator action.

Opportunistic cap rates'

__e -

Average cap rates 2

»
»

2020 2021 2022 2023 2024 2025 2026

1. Purely illustrative estimate. Presented based on empirical knowledge, with no quantitative basis. 2. Historic 30-Year Fixed
Rate Mortgage Average, Freddie Mac from FRED; Projection: Estimates by Ativore based on FOMC projections in Dec-23 for the FFR

Proactive strategies have greater alpha-generation
potential than passive strategies, as they involve
specialized operator action to increase cash flow and
appreciate assets.

In addition, we prefer strategies with the potential to
generate rental cash flow, since they do not depend on
capital gains and short sale cycles to create value for
investors. Our focus for 2024/25 is on the following

strategies:

VALUE ADD (Operating Properties)

Discounted acquisitions and/or cash-flow improvements
of operating properties, through cost reduction or
revenue growth, to raise cap rates and generate capital
gains.

BUILD TO RENT (Construction)

Capture of the developer's margin in the construction of
properties designed specifically for rental.
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OPPORTUNISTIC VALUE ADD: Window of opportunities in A ftrillion in debt maturing bejcvxl'een 20.2.4. and 2025. is
2024/25 to acquire operating properties Wlth distressed expected to enable opportunistic acquisition strategies

) (at discounted prices) of operating properties with robust
leverage in structurally robust segments fundamentals but distressed leverage structures (balance
sheet distressed Properties).

As interest rates decline, properties are expected to start

rising in late 2025, creating the possibility of future exits
?Eﬂ Window of opportunity for discounted with strong capital gains for those who seize this window.
Build to Sell acquisitions in 2024/25 of operating
(Construction) properties with distressed leverage
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1. Purely illustrative estimate. Presented based on empirical knowledge, with no quantitative basis. 2. Historic 30-Year Fixed Rate Mortgage 15 a tlvc re

Average, Freddie Mac from FRED; Projection: Estimates by Ativore based on FOMC projections in Dec-23 for the FFR Asset Management
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BUILD TO RENT: Properties under construction expected to
be completed and stabilized after 2026 will benefit from lower
long-term interest rates and appreciation from cap rate

compression
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Projects starting construction in
2024/25 will be completed after
2026, with attractive financing

and rising prices

Opportunistic cap rates'

Mortgage
Rates 2

PROJECTION

1. Purely illustrative values. Presented based on empirical knowledge and without a quantitative basis. 2. Historic 30-Year Fixed Rate Mortgage Aver:

2020 2021 2022 2023 2024 2025 2026'

Freddie Mac from FRED; Projection: Estimates by Ativore based on FOMC projections in Dec-23 for the FFR.

After construction and stabilization, within 2-3 years, the
construction loan is replaced by long-term mortgage
financing (+10 years).

The timing for this strategy was poor in 2020/2021, as
properties would be completed and refinanced now with
very high interest rates, but it started to become
attractive from 2023, due to the expected start of the
rate-cutting period.

Projects starting construction in 2023/25 will be
completed after 2026, when interest rates are expected
to be much lower and property prices will already have
begun to rise, enabling the lock-up of mortgage loans at
attractive rates and potential capital gains generated by
cap rate compression after 2026.

Of course, alpha generation through construction
assumes the market is structurally robust and has no
oversupply of properties.
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PRIVATE CREDIT: Scarce real estate credit and
still-high interest rates will favor investment in debt
with excellent risk-return profiles in 2024/25

Bank mortgage loan rates at their
highest in decades
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1. Purely illustrative figures. Presented based on empirical knowledge, with no quantitative basis. 2. Historic 30-Year Fixed Rate Mortgage
Average, Freddie Mac from FRED; Projection: Estimates by Ativore based on FOMC projections in Dec-23 for the FFR.

With mortgage rates rising more than 300 basis points
since the start of the Fed's "Hawk” cycle, we believe
private real estate credit will continue to offer, at least
until mid-2025, a very attractive risk-adjusted return.

The reduction in credit origination due to stricter
standards adopted by banks will contrast with strong
demand for credit, heightened by the need to refinance
maturing debt over the next two years, even if
transaction volume is lower.
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RESIDENTIAL FOR RENT: Housing deficit will be worsened by

strong demographic fundamentals and a reduction in new
construction projects due to therise in interest rates

About 15 million housing units will need to be added over

the next decade due to population growth and
obsolescence.

Housing deficit of 3.2 M units formed over the
last decade’

Annually; 1982-2022

-2m

-4m

1. Analysis by Hines of data from the Census Bureau and Moody's; Note: Population demand is a theoretical housing-demand metric based on long-
term household formation and homeownership rates by age group; Chart: Axios Visuals.

2. FRED St Louis; CBRE Research, CBRE Econometric Advisors, Freddie Mac, U.S. Census Bureau, Realtor.com, FHFA, Q2 2023.. Compiled by: Ativore
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The 23% drop from the peak should worsen the
deficit between 2025-2027
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There is a deficit of approximately 3.2
million homes in the U.S. In addition, about
15 million housing units will need to be
added over the next decade, due to
demographic factors and obsolescence.

Since the start of monetary tightening,
there has been a 23% drop in permits for
new construction projects, a reversal of
the trend seen between 2020 and 2021.
An acceleration in construction over the
next 2 years is unlikely due to high interest
rates, which will result in significantly
reduced deliveries of new properties
between 2025 and 2027, worsening the
deficit and strengthening residential
sector fundamentals in this period.
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. Since 2020, the most expensive end of
LUXURY RESIDENTIAL: a consumer less susceptible to market the real estate market has outperformed

volatility who pays a premium for location and exclusivity e wesit ©f it mEiel SelsmEions
include more time spent at home after

—————————————————————————————————————————————————————————————————————————————————————————————————————————————————— the pandemic, the need for more space,

High growth in luxury home prices the desire to treat oneself, excess
— liquidity, and the growing concentration
o ey of income in the U.S.

After the start of the pandemic, the price of

25%

the most expensive homes (top 5%) grew With rising interest rates, the percentage

more than mid-priced ones. In 2023, after of “all-cash” acquisitions without

the correction, their prices are already financing rose to 35% on tflwe national
growing at a 3x faster pace (9% vs 3%). ' ) . .

average, reaching the highest level since

2014. Naturally, in premium markets,

where buyers have high net worth, this

figure reaches 90%, reinforcing the idea

2013 2014 2015 2016 2017 :;,13:5 2019 = e;:;o 2021 2022 2023 2024 that the |Uxury market is less Susceptib|e

------------------------------------------------------------------------------------------------------------------- to economic volatility.
Record number of all-cash transactions

20%

In addition, a 57% growth is projected in

"N | s High Net Worth Individuals (HNWI) and
2023 was a record year for acquisitions without g Y 7 ing: ¢ ﬁt 28% in Ultra High Net Worth Individuals
financing (“all-cash”). In premium markets R - SO .;"W'S- 4 /7‘ (UHNWI) by 2027.

(West Palm Beach, Naples, Long Island etc.) = e R B S 4 b A “{Mrss..“

between 60% and 90% of acquisitions are all- A e o B %% 13
cash and do not depend on the level of interest wrpls W . wo B o o M kY
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NECESSITY AND EXPERIENCE RETAIL: : “bad press”, supply
shortage and rising consumer spending favor the segment,
especially the part that does not compete with e-commerce

“Strip malls”: new construction near zero, demolitions and
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0.5%
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conversions, restricting the supply of space.
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Source: Green Street Data for Strip Center.
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Growing demand has driven occupancy and rents in

street retail, especially those geared toward essential

services and “experience consumption” (e.g. luxury
“high street”).

Ocupacao estavel na ultima década
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Since the e-commerce boom, retail has
faced distrust from investors. Several
shopping centers and department stores
succumbed in this process. But street
retail reinvented itself and began to seek
complementarity with online retail. Since
then, occupancy has returned to healthy
levels, above 93%, with an upward trend,
and rents have also seen positive
adjustments.

Many tenants offer services with no direct
competition, such as supermarkets,
restaurants, and gyms, while others seek
to enhance the shopping experience.
Another growing trend in the US. is
“luxury retail”.

In parallel, there was a sharp drop in
supply, due to high construction costs,
zoning restrictions, and lack of adequate
space. This, combined with strong
consumer spending, made street retail
(“Strip mall”) re-emerge as a good
investment option, after the initial
uncertainty brought by the pandemic.
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Investment Strategies
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2024/25 STRATEGIES: The biggest risk is missing the opportunities
generated by the economic turbulence of the current high interest rates
and the “dovish pivot” by the Fed

01 STRUCTURAL 02 TACTICAL

(Long Term) (2024-2025)

Segments with strong structural
fundamentals, demonstrated by the
resilience of rents despite the sharp

Znd Half of 2024 monetary tightening of the last two
- 2025 years

Strategies that benefit from the
current high interest rates and the
“dovish pivot” by the Fed in 2024.

“Dovish Pivot”
Distressed Luxury Residential Build to Rent
properties

2025+ Residential for Rent Private Credit
Stabilization and
recovery Necessity and Experience

Opportunistic
Retail Distressed Properties
(including luxury)

1- Structural factors (Long Term)

Residential and necessity-retail sectors have
robust fundamentals, demonstrated by the
resilience of rents in a context of historic
monetary tightening.

2 - Tactical factors (2024-2025)

Build to Rent

The “Dovish Pivot” by the Fed should lead to
interest rate cuts over the next two years,
when construction projects started in 2024 will
be completed, benefiting from higher spreads
and capital gains from cap rate compression.

Private Credit

High interest rates and scarce credit contrast
with strong demand for loans, favoring
investment in private credit.

Opportunistic — Distressed Properties

One trillion in debt maturing between 2024 and
2025 is expected to open a window for
opportunistic acquisitions of properties with
distressed leverage structures.
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Confira nossos artigos sobre o mercado

Imobiliario Privado nos EUA, escritos pelo
nossos especialistas.

< ™ P N -

Check out our articles on the U.S. Private Real Estate O

Market, written by our specialists.

Rssmémado Mercado USA Real Estate Market Outlook: it
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Confira nossos artigos
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Resiliéncia de Investimentos em Por queinvestimentos

Private Equity Real Estate imobiliarios privados sio menos
Voliteis do que o mercado de
acGes?

Point your phone camera or
click the QR Code to access L ;
Our Blog A Resiliéncia do Mercado Imobiliario

de Luxo em tempos de volatilidade
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Attention
Allinvestment involves risks, including the possible loss of capital. Past performance and projected returns are not guaranteed and may not be a reliable indicator of future resuilts.
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 mentioned herein.
Distribution of this information to any person other than the person to whom it was originally delivered and their advisors is not authorized, and any reproduction of these materials, in whole or in part, or the
disclosure of any content contained herein, without the prior consent of Ativore Gestora de Recursos LTDA ("Ativore") is prohibited.

Certain information contained herein was obtained from sources that Ativore believes to be reliable as of the date presented; however, Ativore cannot guarantee the accuracy of such information, ensure its
completeness, or guarantee that such information will not be changed. The information contained herein is current as of the issue date (or earlier date mentioned herein) and is subject to change without
notice. Ativore has no obligation to update all or any part of such information; nor do we make any express or implied warranties or representations as to completeness or accuracy, or assume responsibility
for errors.

These materials are not intended to be an offer or solicitation with respect to the purchase or sale of any security or other financial instrument or any investment management service and should not be used
as the basis for any investment decision. Past performance is not a guarantee or reliable indicator of future results. No liability is accepted for any loss (whether direct, indirect, or consequential) that may
arise from any use of the information contained in this report or derived from it. Ativore and its affiliates may make investment decisions that are inconsistent with the recommendations or opinions
expressed herein, including for the proprietary accounts of Ativore or its affiliates.

The opinions and recommendations contained herein do not take into account the individual circumstances, objectives, or needs of the client and are not intended to be recommendations relating to
securities, financial instruments, or specific strategies for clients or prospects. For any securities or financial instruments mentioned herein, the(s) recipient(s) of this report must make their own independent
decisions.

Conflicts of Interest: The core research team may be composed of voting members of certain investment committees of Ativore with respect to decisions made about underlying investments or
transactions. In addition, research personnel may receive incentive compensation based on the overall performance of the organization itself and of certain funds or investment products. As of the issue
date, Ativore and/or affiliates may be buying, selling, or holding significant positions in real estate, including publicly traded real estate securities. The affiliates of Ativore may develop and publish research
that is independent of and different from the recommendations contained herein. Personnel of Ativore other than the(s) author(s), such as sales, marketing, and trading personnel, may provide oral or
written market commentary or ideas to the clients or prospects of Ativore or proprietary investment ideas that differ from the opinions expressed herein.

Informational purpose

These materials are for informational or educational purposes. By providing these materials, Ativore (i) is not providing advice in a fiduciary capacity and (ii) does not undertake to provide impartial
investment advice, as Ativore 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 potential clients. Clients seeking information about their specific investment needs should contact
their financial professional.

The information contained herein is provided on the basis of and subject to the explanations, warnings, and notices set out in this notice and elsewhere herein. Any discussion of risk management is intended
to describe the efforts of Ativore to monitor and manage risk, but does not imply low risk.

These materials are not intended 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.
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