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GLOBAL GDP GROWTH REMAINS VERY ROBUST

YOY GROWTH (%) m 201802 GDP Growth — Long-Term GDP Growth
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Source: Oxford Economics and CBRE EA, Q2 2018.
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WITH STRONG EMPLOYMENT GAINS...

Employment Gains (000s) — 12 months

EU 3,140
US 2,309
Japan 1,420
Total 6,896

Source: Oxford Economics and CBRE EA, Q2 2018.
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..AND BUOYANT CONSUMERS
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BUSINESS SENTIMENT IS ALSO STRONG
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10 YEARS INTO EXPANSION, END OF CYCLE FEARS ARE GROWING

U.S. U-3 UNEMPLOYMENT (%, MONTHLY, SA)
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Source: U.S. Bureau of Labor Statistics & CBRE Research, Q2 2018.

CBRE | ECONOMETRIC ADVISORS




HEADLINE INFLATION IS NOT AN ISSUE

INFLATION: CPI (% YOY)
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Source: Oxford Economics, OECD and CBRE EA, Q2 2018.
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CORE INFLATION IS REMARKABLY SUBDUED

CORE INFLATION: CORE CPI (% YOY)
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Source: Oxford Economics, OECD and CBRE EA, Q2 2018.
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WORLD REMAINS IN THE GRIP OF A MASSIVE LABOR SUPPLY SHOCK

EXPORT-WEIGHTED LABOR FORCE BY REGION (INDEX,1980=100)
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Source: IMF World Economic Outlook, CBRE Econometric Advisors.
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THE U.S. STILL HAS A DEGREE OF HIDDEN UNEMPLOYMENT

UNEMPLOYMENT RATE (%, SA)
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Source: U.S. Bureau of Labor Statistics & CBRE Research, Q2 2018.
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DECLINE IN LABOR POWER ALSO A FACTOR

TRADE UNION DENSITY (%)
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Source: OECD and CBRE EA, Q2 2018.
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SO, PLENTY OF ROOM FOR STIMULUS

U.S. U-3 UNEMPLOYMENT (%) U.S. NET FISCAL DEFICIT, BALANCE AND AS A % OF GDP
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Source: Oxford Economics, Federal Reserve Bank of St. Louis and CBRE EA, Q2 2018.
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ALSO IN CHINA

TOTAL NET LIQUIDITY INJECTIONS (RMB BILLION, 3-MONTH MOVING AVERAGE)
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Source: Enodo Economics and CBRE EA, Q2 2018.
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OFFICE—A MUTED CYCLE

U.S. Unemployment and Rent Inflation by Sectors (%, Quarterly YOY) mm ) S. Unemployment Rate (L) «=(ffice Rent (R)
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Source: U.S. Bureau of Labor Statistics, CBRE Econometric Advisors & CBRE Research, Q2 2018.
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RETAIL—SLOW OUT OF THE TRAPS

U.S. Unemployment and Rent Inflation by Sectors (%, Quarterly YOY) e U.S. Unemployment Rate (1)~ ====Retail Rent (R)
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Source: U.S. Bureau of Labor Statistics, CBRE Econometric Advisors & CBRE Research, Q2 2018.
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INDUSTRIAL—STRONG AND SUSTAINED GROWTH

U.S. Unemployment and Rent Inflation by Sectors (%, Quarterly YOY) mm U.S. Unemployment Rate (L) «===|ndustrial Rent (R)
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Source: U.S. Bureau of Labor Statistics, CBRE Econometric Advisors & CBRE Research, Q2 2018.
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MULTIFAMILY—HUGE STRUCTURAL BOOST

U.S. Unemployment and Rent Inflation by Sectors (%, Quarterly YOY) .S, Unemployment Rate(LHS) = Apartment Rent
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Source: U.S. Bureau of Labor Statistics, CBRE Econometric Advisors & CBRE Research, Q2 2018.
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A
NEW SUPPLY IS RAMPING UP
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WHAT COULD POSSIBLY GO WRONG¢?

Trade War Timeline (amounts in billions of dollars)
September 18: China Impose Tariff -

September 17: US propose tariff | ] 267
September 17: US Tmpose Tariff |, -0
August 23: China impose tariff [ B
August 8: US impose tariff  [[16

July 12: China propose tariff | Js0
July 10: US propose tariff | ]200 C-mi';"'pose
July 6: China Impose tariff [ H Threaten
July 6: US Impose tariff [
June 18: US Propose tariff L 1200 C.omglina
June 16: China Propose tariff C—— B us
June 15: US Propose tariff 1o
April 5: US Propose tariff | ] 100

April 4: China Propse tariff :50
April 3: US Propose tariff :50
April 2: China impose tariff [ ¢
March 23:US Imposed steel I3
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Source: WSJ, BBC, and CBRE EA, Q2 2018.
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FOREIGN-BORN AND REAL WAGE GROWTH—A TOXIC MIX

Foreign-Born % of Total Population
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Source: Oxford Economics, OECD and CBRE EA, Q2 2018.
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POPULISM ON THE RISE
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Source: Wikipedia, BBC, Financial Times and CBRE EA, Q2 2018.
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IT PROBABLY WON'T BE GEOPOLITICS

67 Countries, Unemployment Rate (%)

9
FALKLANDS "\ piRA GANDHI BOSNIAN SYRIA WAR
KILLED WAR STARTS JAPAN TSUNAMI
GLASNOST MAASTRICHT BOSNIAN US INVASION
IN USSR TREAT OF IRAQ SIS EMERGES
7 WAR ENDS  BRITISH RULE MADRID CRIMEA
REAGAN  IRAN-IR IN HONG KONG ENDS TRAIN BOMBING @ 174 waR ANNEXED
SHOT WAR ENDS THE SOVIET UNION
6 15T GULF WAR
® EUROZONE LONDON PARI
® RAN-RAQ IRAQ INVADES KUWAIT RUSSO-GEORGIAN
BOMBING peRLiN wALL CREATED BOMBING WAR BOMBING BREXIT
WAR STARTS T
5 TRUMP TARIFFS ANNOUNCED Y
RUSSIAN EX-SPY POISONED ™
4 T T

1980 -
1982
1983 -
1984
1986 -
1987
1988
1990 -
1991
1992 -
1994 -
1995 -
1996 -
1998 -
1999
2000
2002
2003
2004
2006
2007
2008
2010
2011
2012
2014

2015

2016
2018 -

Source: OECD, Stratfor and CBRE Research, August 2018.
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IT IS RELATIVE INTEREST RATES THAT MATTER
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Source: Macrobond, Federal Reserve Bank of St. Louis and CBRE EA, Q2 2018.
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WITH QUANTITATIVE TIGHTENING ALSO A FACTOR

Central Bank Assets (USD trillions) Fed BoJ ECB BoE Total
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Source: Oxford Economics and CBRE EA, Q2 2018.
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RISING RATES ARE ALREADY HITTING EMERGING MARKETS

YOY Change (%) m Change in Nominal Effective Exchange Rate m Change in Foreign Reserve
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Source: Oxford Economics and CBRE EA, Q2 2018.
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SOME EVIDENCE OF AN OFFSHORE DOLLAR SHORTAGE

3-Month Libor and OIS Spread —JPY  ——USD  ——GBP EURO
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Source: Federal Reserve Bank of St. Louis, Macrobond and CBRE EA, Q2 2018.
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CONCLUSIONS

e This economic cycle has legs, and could be the longest ever....

o ....as globalization continues to suppress inflation;

*  We could be at a turning point for globalization...

o ....but that will play out over the next 10 years;

» For now, rising interest rates will bring this cycle to an end...
e ...but not for about two years;

* For now, positive economics and innovation...

....Trump late-cycle property markets.
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