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OPEN WINDOW OF OPPORTUNITY

IN REAL ESTATE

etween the empty-office conundrum resulting from
Bthe work-from-home model and the Federal Reserve’s

tightening regime — even if rates may be close to the
top — just about everything in real estate may feel upside down.
But as is the case with prior challenging markets, this may be
an opportune time for institutional investors to enter or expand
allocations in real estate, as long as they are willing to do
deeper due diligence and take on a little risk.

“We see there are several opportunities in the equity market,”
said Sara Queen, managing director and head of real estate
equity at MetLife Investment Management. “We think what we
will find over the next several years is that many of the invest-
ments made now will be very accretive and strong performers
for their owners.”

While there are ebbs and flows in real estate, both in the
overall asset class and within its many categories, “we see
one of the things that real estate does very well is potentially
provide a great hedge against inflation. Also, because of the
long-term nature of the leases, for many of the subsectors,
there’s potential for a steady income stream,” she said.

TAKE A DEEPER DIVE

Given the recent flood of macro and market news, the current
environment is “one of the most challenging times in the real
estate market in my career,” Queen said. That necessitates
real estate investors take a close look at everything from the
nitty-gritty — “working your rent roll” and understanding ten-
ants and their business needs — all the way up to strategic
portfolio allocations, she said.

At the portfolio level, investors need to look at “at those broad-
er demographic trends and understand where you will need
to be in the near future: Which sectors are more resilient for
the fluctuations in the economy, and what are some of those
underlying tailwinds?” she said. MIM sees opportunities in
sectors like industrial, including traditional logistics and cold
storage, and housing, covering traditional multifamily, manu-
factured housing, build-to-rent single family housing, senior
housing and everything in between. Additionally, “we see
there continues to be strong opportunities for other segments
of the capital stack like commercial mortgage loans, partic-
ularly as banks have pulled back from lending and mortgage
yields have increased.”

SUPPORTIVE FUNDAMENTALS

Looking at the logistics space, it continues to be buoyed by
evolving shopping patterns, Queen said. “It used to be that
you were thrilled if you could get something delivered in two
weeks. But now, if you can’t get it in four hours, you look else-
where to buy it. Drive times have to come down to be able to
meet those consumer needs,” she said. “We expect to see a
continual increase in logistics activity, and we’re particularly
bullish on those opportunities.”

The U.S. housing sector continues to benefit from exception-
ally strong demand that’s currently heightened by severely
constrained inventory. “Traditionally, institutional investors
have focused on multifamily housing, but now they are look-
ing at housing more broadly and expanding that definition
to include single family rentals, student housing and senior
housing,” Queen said. U.S. population growth trends indicate
there isn’t adequate housing inventory to meet expected de-
mand, “and we have to find ways to house people and to offer
them a lot of different choices.”

MIM has focused increasingly on single-family, build-to-rent
homes. “We see there’s a good deal of evidence that Ameri-

cans still want to live in houses. But a number of headwinds,
like student loan debt and higher interest rates, are keeping
many of them from buying,” Queen said. Manufactured homes
may be another solution that addresses the lack of affordable
housing, providing institutional investors with a nontraditional
sector in which to invest.

DEMOGRAPHIC SHIFTS

“We believe post-pandemic demographic data have revealed
structural changes in retail and office space that can offer
investment opportunity as well,” Queen said. “In general, the
U.S. economy has been over-retailed, but limited new con-
struction and selective demolitions have driven occupancy
for a number of retail formats to the highest level on record.
We see stronger fundamentals now than we have for the last
several years.”

On the office side, Queen believes that people will continue
to return to the office, although slowly. “We need to make the
office-user experience better than what employees have at
home, through spaces that cultivate more collaboration and
mentoring, particularly for newer employees.”

Demographic and trend data support the storage sector,
particularly self-storage and cold storage, she said, with the
latter referencing the storing of perishable or sensitive foods.
An interesting element of the MIM real estate equity team’s
approach in this space is finding synergies with the firm’s
strong agricultural-lending practice. “Our ag lending group
provides a lot of intelligence, which creates some interesting
opportunities,” Queen said.

We think what we will find
over the next several years is that
many of the investments made now
will be very accretive and
strong performers for their owners.

ALL ABOUT LOCATION

Real estate investors need to think outside the box when it
comes to geographic diversification. Geography is “very de-
pendent on the type of product you're investing in, but the
markets that we think are more favorable over the longer term
could include Lexington, Ky.; Corpus Christi and El Paso in
Texas; Knoxville, Tenn.; and Des Moines, lowa, for instance,”
Queen said. Secondary markets that have gotten a lot of at-
tention include Nashville, Tenn., and the Charlotte-Raleigh
area of North Carolina, she noted.

Once-primary markets like New York and San Francisco have
proved more resilient than many believed during the darkest
hours of the pandemic, but that doesn’t mean they’re out of
the woods yet. “You want to focus on the markets where you
see the most long-term opportunity. Everybody’s going to
look at that differently,” Queen said.

Investors might also do well to be cautious of areas that were
attractive prior to COVID, and which became even more so
over the pandemic, such as Texas and Florida. “Lots of peo-
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ple are moving to areas that are impacted by climate change,”
Queen said. But “those two states have both had significant
climate events in the last few years,” including significant hur-
ricanes and an unexpected deep freeze. “| don’t think people
are leaving those areas because of climate change, but it is
putting increased pressure on them. You’re seeing it in rising
insurance rates and increasing difficulty getting insurance
coverage.”

KNOW THE BUSINESSES

Even the most seasoned real estate asset managers need to
analyze the business aspects of sectors whose performance
is contingent on the operating businesses that occupy them,
Queen said. That includes, for example, senior living facilities
with a health-care component. “One of the things about any
of the businesses that have a strong operating component
is you need to understand how that piece works,” which is
separate from the real estate component, she pointed out.

For that reason, data storage may give pause to some inves-
tors. “What do the increases in computer power and quan-
tum computing look like in 10 or 15 years?” in light of the
rapid pace of artificial intelligence, for instance, she posed.
“It means more and more computing and larger and larger
facilities. But that does not take into account the possibility
that there could be a fundamental shift in how data is stored
and its power needs.”

PARTNERSHIP AND OWNERSHIP

More asset owners today are looking for an asset manager
with whom they can partner to help navigate challenging mar-
kets. “When you hire an asset manager, you're looking for a
thought partner who is not only thinking strategically for you
but is also deeply committed to driving performance in your
assets day in and day out,” Queen said.

“How we deliver that starts with our boots on the ground,”
she said, with the real estate equity team offering a deep un-
derstanding of their markets by being embedded in the field,
close to the assets. “Every morning they think about how they
are going to drive returns in those assets, and they meet with
tenants and potential tenants to deliver on that goal.”

MIM’s proprietary analytical tool, the Property Type Score-
card, helps clients with allocation decisions, and where
they should be over- and under-weighted. “It enables us to
have deep and meaningful conversations about which prop-
erty sectors clients should be investing in to help maximize
returns, mitigate risk, and balance their overall portfolios,”
Queen said.

“We believe real estate investing is about finding a partner-
ship with an asset manager who has the same overall philos-
ophy as the client and is deeply committed to driving that re-
turn on assets,” Queen said. For an asset manager, “it means
maximizing the client’s investment and thinking about every
dollar you manage as your own.” For 150-odd years, MIM
has invested in real estate as an owner, “and that is part of
our process, how we look at every decision we’re making.” il
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Disclaimer
This material is intended solely for Institutional Investors, Qualified Investors and Professional Investors. This analysis is not intended for distribution with Retail Investors.

This document has been prepared by MetLife Investment Management (“MIM”)' solely for informational purposes and does not constitute a recommendation regarding any investments or the provision
of any investment advice, or constitute or form part of any advertisement of, offer for sale or subscription of, solicitation or invitation of any offer or recommendation to purchase or subscribe for any
securities or investment advisory services. The views expressed herein are solely those of MIM and do not necessarily reflect, nor are they necessarily consistent with, the views held by, or the forecasts
utilized by, the entities within the MetLife enterprise that provide insurance products, annuities and employee benefit programs. The information and opinions presented or contained in this document
are provided as of the date it was written. It should be understood that subsequent developments may materially affect the information contained in this document, which none of MIM, its affiliates,
advisors or representatives are under an obligation to update, revise or affirm. It is not MIM’s intention to provide, and you may not rely on this document as providing, a recommendation with respect to
any particular investment strategy or investment. Affiliates of MIM may perform services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including
derivatives) of any company mentioned herein. This document may contain forward-looking statements, as well as predictions, projections and forecasts of the economy or economic trends of the
markets, which are not necessarily indicative of the future. Any or all forward-looking statements, as well as those included in any other material discussed at the presentation, may turn out to be wrong.

All investments involve risks including the potential for loss of principle and past performance does not guarantee similar future results. Property is a specialist sector that may be less liquid and produce
more volatile performance than an investment in other investment sectors. The value of capital and income will fluctuate as property values and rental income rise and fall. The valuation of property

is generally a matter of the valuers’ opinion rather than fact. The amount raised when a property is sold may be less than the valuation. Furthermore, certain investments in mortgages, real estate or
non-publicly traded securities and private debt instruments have a limited number of potential purchasers and sellers. This factor may have the effect of limiting the availability of these investments for
purchase and may also limit the ability to sell such investments at their fair market value in response to changes in the economy or the financial markets.

In the U.S. this document is communicated by MetLife Investment Management, LLC (MIM, LLC), a U.S. Securities Exchange Commission registered investment adviser. MIM, LLC is a subsidiary of
MetLife, Inc. and part of MetLife Investment Management. Registration with the SEC does not imply a certain level of skill or that the SEC has endorsed the investment advisor.

In the U.K. This document is being distributed by MetLife Investment Management Limited (“MIML”), authorised and regulated by the UK Financial Conduct Authority (FCA reference number 623761),
registered address 1 Angel Lane, 8th Floor, London, EC4R 3AB, United Kingdom. This document is approved by MIML as a financial promotion for distribution in the UK. This document is only intended
for, and may only be distributed to, investors in the UK and EEA who qualify as a “professional client” as defined under the Markets in Financial Instruments Directive (2014/65/EU), as implemented in
the relevant EEA jurisdiction, and the retained EU law version of the same in the UK.

For investors in the Middle East: This document is directed at and intended for institutional investors (as such term is defined in the various jurisdictions) only. The recipient of this document
acknowledges that (1) no regulator or governmental authority in the Gulf Cooperation Council (‘GCC”) or the Middle East has reviewed or approved this document or the substance contained within
it, (2) this document is not for general circulation in the GCC or the Middle East and is provided on a confidential basis to the addressee only, (3) MetLife Investment Management is not licensed or
regulated by any regulatory or governmental authority in the Middle East or the GCC, and (4) this document does not constitute or form part of any investment advice or solicitation of investment
products in the GCC or Middle East or in any jurisdiction in which the provision of investment advice or any solicitation would be unlawful under the securities laws of such jurisdiction (and this
document is therefore not construed as such).

For investors in Japan: This document is being distributed by MetLife Asset Management Corp. (Japan) (‘MAM?”), 1-3 Kioicho, Chiyoda-ku, Tokyo 102-0094, Tokyo Garden Terrace KioiCho Kioi Tower
25F, a registered Financial Instruments Business Operator (“FIBO”) under the registration entry Director General of the Kanto Local Finance Bureau (FIBO) No. 2414.

For Investors in Hong Kong S.A.R.: This document is being issued by MetLife Investments Asia Limited (“MIAL”), a part of MIM, and it has not been reviewed by the Securities and Futures Commission
of Hong Kong (“SFC”). MIAL is licensed by the Securities and Futures Commission for Type 1(dealing in securities), Type 4 (advising on securities) and Type 9 (asset management) regulated activities.

For investors in Australia: This information is distributed by MIM LLC and is intended for “wholesale clients” as defined in section 761G of the Corporations Act 2001 (Cth) (the Act). MIM LLC exempt
from the requirement to hold an Australian financial services license under the Act in respect of the financial services it provides to Australian clients. MIM LLC is regulated by the SEC under US law,
which is different from Australian law.

MIMEL: For investors in the EEA, this document is being distributed by MetLife Investment Management Europe Limited (“MIMEL”), authorised and regulated by the Central Bank of Ireland (registered
number: C451684), registered address 20 on Hatch, Lower Hatch Street, Dublin 2, Ireland. This document is approved by MIMEL as marketing communications for the purposes of the EU Directive
2014/65/EU on markets in financial instruments (“MiFID 11”). Where MIMEL does not have an applicable cross-border licence, this document is only intended for, and may only be distributed on request
to, investors in the EEA who qualify as a “professional client” as defined under MiFID Il, as implemented in the relevant EEA jurisdiction. The investment strategies described herein are directly managed
by delegate investment manager affiliates of MIMEL. Unless otherwise stated, none of the authors of this article, interviewees or referenced individuals are directly contracted with MIMEL or are
regulated in Ireland. Unless otherwise stated, any industry awards referenced herein relate to the awards of affiliates of MIMEL and not to awards of MIMEL.

! MetLife Investment Management (“MIM”) is MetLife, Inc.’s institutional management business and the marketing name for subsidiaries of MetLife that provide investment management services to
MetLife’s general account, separate accounts and/or unaffiliated/ third party investors, including: Metropolitan Life Insurance Company, MetLife Investment Management, LLC, MetLife Investment
Management Limited, MetLife Investments Limited, MetLife Investments Asia Limited, MetLife Latin America Asesorias e Inversiones Limitada, MetLife Asset Management Corp. (Japan), and MIM |
LLC, MetLife Investment Management Europe Limited and Affirmative Investment Management Partners Limited.
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