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Low Inventory Continues to Drive Opportunity in Work-Force Housing

Conshohocken, PA, February 16, 2021 - The markets continued to surprise us in January with the latest bout of
volatility caused from the supposed class warfare and group market manipulation centered around the largest
short names like GameSpot and AMC. While the markets stabilized and rebounded based on the likelihood of
the latest stimulus package approval, volatility is likely to pick up as many companies are priced to perfection.

Once again, we are reminded of the value of alternative strategies in the effort to find uncorrelated returns as
equity markets return to record highs. As such, putting capital to work in this environment remains extremely
challenging for allocators as valuations in most asset classes seem stretched or at fair value.

It is at times like these where cash is truly king and focusing on strong yielding investments is prudent. Real
estate remains a big focus and Class B, garden-style, work-force housing has performed exceptionally well during
the pandemic and is well positioned to continue to generate strong yields for investors. We remain extremely
bullish on work-force housing. While multi-family capitalization rates have compressed, spreads to corporate
bond yields remain elevated, and real estate overall remains very attractive relative to other income producing
strategies.

As with many areas of the economy, the pandemic has affected the real estate markets very differently across the
asset class. Most agree that the pandemic has not caused any widespread foundational changes within the
subsectors of real estate investing, but rather has exacerbated the timing on many existing trends. The
attractiveness of industrial and warehouse properties was well documented well before the pandemic and other
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areas such as self-storage, medical office and single-family continue to do well. Retail remains a challenge, but
repurposing these assets only continues a trend that was in existence well before the pandemic.

There are areas such as hospitality that are obviously feeling the direct impact of the pandemic, but the long-term
outlook for these properties remains healthy. Office space is the biggest question mark, as work from initiatives
become more permanent and people continue to migrate to the Sun Belt and Southeast. As such, the long-term
impact on urban real estate in the largest cities in the country remains unknown.

In their recent Fund Manager and Investor Survey, Preqin noted that biggest challenges concerning allocators
and sponsors in real estate are current valuations, competition for assets, and the ultimate exit environment.

Fig. 11.1: Views on the Key Challenges for Real Estate Return Generation in the Next 12 Months:
Investors vs. Fund Managers

60%
50%
40%
30%
20%
10%

0%

Proportion of
Respondents

- ll Bl mm =
»

Geopolitical -
I
Rising Interest -

) = c = c - -

c @ @ ] ]

= 5 @ o2 =% o = ES = =

T4 E = o @ o w [ [ [

w = = = 0 O 0 L o = T > @
n © - & L v (72} i) - = s = s = z>~
< =2 2 o a < g - @ = ] = =
© [ £ c © D x = > = >=
g = S (=) L o (O] ==
> > o © @ o o =3 = =%
S S+ - 2> g2 83

>

w g £ >

o €

o

[&]

M Investors ®m Fund Managers

Source: Pregin Fund Manager and Investor Surveys, November 2020

These valuation concerns are not surprising given the continued cap-rate compression across the broader real
estate sector fueled by this near zero interest rate environment. Despite the elevated valuations, spreads remain
extremely attractive between the cap-rates and the funds’ borrowing costs, which will enable investors to achieve
similar to historical IRRs over the life of these funds.

Finally, | want to reiterate the attractiveness of the work-force housing market. Many of the tailwinds that have
propelled valuations in this space have only been accelerated due to the pandemic. There remains a significant
lack of supply for lower income housing, as most new development is focused on the higher-end properties. To
weather some of the economic strife during the pandemic, we have seen renters move out of Class A urban
properties into less expensive, garden style apartments. As such, occupancy rates are near all-time highs and
rent collections remain steady. Investors can achieve steady cash flow from these investments and properties in
the Southeast and Sun Belt continue to flourish.

With nearly all asset prices elevated, it can be difficult for investors to find value right now. However, a prudent
real estate allocation remains a strong income generating investment opportunity with the benefits of tax
efficiency due to the depreciation of the underlying assets. Work-force housing is one of the areas of real estate
that remains undersupplied and thus we believe it is an excellent source of yield your clients’ portfolios.

For more information on how to access PPB’s platform, please contact Frank Burke, CFA, CAIA, Chief Investment
Officer, PPB Capital Partners, 484.278.4017 Ext. 108 or at fab@ppbadvisors.com.
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About PPB Capital Partners, LLC

Launched in 2008, PPB Capital Partners, LLC (or “PPB” or “the Firm") brings premier alternative investment
solutions and streamlined processing to the wealth advisor community. PPB Capital Partners provides a roster of

alternative investment managers, as well as builds and operates feeder funds and customized fund of funds for
wealth advisory firms.

Important Footnotes and Disclosures

Chart Source: Pregin.

This document or any part thereof may not be reproduced, distributed or in any way represented without the
express written consent of PPB Capital Partners, LLC. A copy of PPB Capital Partners, LLC’s written disclosure
statement as set forth on Form ADV is available upon request. Although the information provided has been
obtained from sources which PPB Capital Partners, LLC believes to be reliable, it does not guarantee the accuracy
of such information and such information may be incomplete or condensed. PPB Advisors, LLC is an affiliate of
PPB Capital Partners, LLC by virtue of common control or ownership.

PPB Capital Partners, LLC | 125 East EIm Street, Suite 200 | Conshohocken, PA 19428 [t.484.278.4017 |




