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CHINA'S IMPORTANCE TO US TRAVEL AND TOURISM TRADE HAS
INCREASED DRAMATICALLY IN THE PAST DECADE

« SINCE 2001, CHINA HAS INCREASED ITS Relative Importance of China to US Travel and Tourism,
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Sources: CBRE Hotels, NTTO Q1 2020.
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WHAT IF THE EFFECTS OF THE 2003 SARS OUTBREAK WERE REPEATED
TODAY ON A PROPORTIONAL BASIS?

Change in Number of Visitors from China and the World
During 2003 SARS Outbreak
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Year
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CURRENT REVISED ESTIMATES FOR NATIONAL PERFORMANCE SLIGHTLY
LOWER THAN IN LAST QUARTER OVER COVID-19

Market Data

Submarket Data

Economics

Five Year History and Forecast (Annual)

Submarket Locator

United States — All Hotels — Baseline Forecast Scenario

Investment Performance

YEAR OCC AOCC ADR AADR REVPAR AREVPAR SUPPLY ASUPPLY DEMAND ADEMAND
2015 654% - $120.41 - $75.69 - 4,951,673 - 3,235,921 -
2016 654% 01% $12406 30% 581.14 3.1% 5,021,012 1.4% 3,283,828 1.5%
2017 659% 07%  $126.81 22% $83.52 29% 5,106,199 1.7% 3,363,052 2.4%
2018 661% 04%  $12996 25% $85.94 2.9% 5,206,614 2.0% 3,442 727 2.4%
2019 66.1% 00% $131.20 1.0% $86.73 0.9% 5,311,653 2.0% 3.511,367 2.0%
2020 B56% @ $132.09 @ $86.63 -0.1% 5,417,265 2.0% 3,552,837 1.2%
2021 $133.54 ?_1% 587 .86 L1&15.924 1.8% 3,629,089 22%

65_8"y' 0.3%

Down from -0.6%
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| EFFECT OF COVID-19 WILL DISPROPORTIONATELY FALL ON PARTICULAR
CITIES

TRAVEL ESPECIALLY TOP 5 CITIES BY PERCENT OF CHINESE
COASTAL GATEWAY CITIES, : - T
AS WELL AS LAS VEGAS AND City Percent of Visitors from China Visited:
CHICAGO New York City 24.57

SOME MARKETS, SUCH AS Los Angeles 23.39

SEATTLE, ALSO HAVE A -

DISPROPORTIONATE SHARE S0 GG el

OF TOTAL INBOUND TRAVEL Los Vegas 10.29

FROM CHINA Boston 8.83

Sources: (BRE Hotels, NTTO Q1 2020.
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HISTORICAL PRECEDENT FOR INFECTION IN US
EVIDENCE FROM SARS, EBOLA AND ZIKA

EFFECT FROM INSIDE
«  Currently, the main anticipated effects from COVID-19 are from reduced outbound
travel from affected areas.
* An outbreak in a particular US market could have more acute, localized effects.
*  Magnitude of effects will depend crucially on scale of outbreak and whether it warrants
a travel advisory from national or local health institutions.
* Three historical examples considered:
* SARS in Toronto
« Zika in Miami
* Ebola in Dallas
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RECOVERY GENERALLY TAKES 5-6 QUARTERS IN NOMINAL TERMS

Length of Recovery Time in 12-Month Moving Average RevPAR Growth

Difference from Month Prior to Event
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Sources: (BRE Hotels. STR Q1 2020.
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STR REPORTS HOTELS IN CHINA RECOVERED QUICKLY, POINTING TO
POTENTIAL FOR FAST RECOVERY

China hotels recovered sharply after SARS travel restrictions eased
China Hotel Occupancy March-November 2003
=—Beijing ===Hong Kong SAR  ===Shanghai ——Guangdong Chengdu & Chongqging
100%
12 March 2003 6 months
World Health Organisation 5 July 2003
30% issues a global alert on SARS World Health Organisation M
announced SARS contained
60% 13 June 2003 — /’——
Travel restrictions start 7
easing across APAC 4
40%
0,
20% 3 months
0% v v v
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Source: STR / 2020 © CoStar Realty Information, Inc..
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TORONTO SHOWED CHARACTERISTIC DIP THEN RECOVERY WITHIN 2-3
YEARS

OCCUPANCY RECOVERS MORE QUICKLY THAN RATE

Toronto and US National Occupancy Change During 2003 Toronto and US National ADR Change During 2003
Occupancy Change SARS Outbreak ADR Change SARS Outbreak
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SIMILAR PATTERN IN MIAMI

Miami and US National Occupancy Change
During 2016 Zika Outbreak Miami and US National ADR Change During 2016

Zika Outbreak
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DALLAS EXPERIENCE SHOWS IMPORTANCE OF TRAVEL WARNINGS, SCALE
OF OUTBREAK

NO TRAVEL WARNING ISSUED, EFFECT MURKY OR NONEXISTENT

Dallas and US National Occupancy Change During Dallas and US National ADR Change During
Occupangy Change 20 14 Ebola Outbreak Ocpmny i 14 Ebola Outbreak
8% 9%

8%
6%
" . A

4% 60/0

2% 1 5%, / \ $L\7q—
% AW/J,AV/JL

0%

3%
2% : / 2% V \/ LAD W\ /2
Infection Announcement ™\ / » ~ —— ¥ \
-4% — e v’
% 0%
2012 2013 2014 2015 2016 2017 2012 2013 2014 2015 2016 2017
) e \DR Change
= (ccupancy Change === US Nation Occupancy Change

Sources: CBRE Hotels, STR Q1 2020, s (L3 S 2070
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ADDITIONAL EFFECTS TO BE CONSIDERED: LOWER OIL PRICES DUE TO
ANTICIPATED LOWER CHINESE DEMAND COULD EFFECT TRAVEL TO OIL
MARKETS

Cushing Spot Price, Crude Oil, Previous Cushing Spot Price, Crude Oil, Previous Decade
Dollars per Barrel Year Dollars per Barrel
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Source: eia.gov Q1 2020. Source: eia.gov Q1 2020.
The Age of RESPONSIVE REAL ESTATE



HOUSTON ALREADY BUFFETED BY OIL PRICES, HURRICANE DISRUPTION

CONTINUED SLIDE IN PRICES COULD EXACERBATE FUTURE WEAKNESS

Houston Occupancy and Oil Price Change During Houston ADR and Oil Price Change During 2014
Occupancy Chung92014 Oil Price Crash Ocupangy Change il Price Crash
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Sources: CBRE Hotels, STR Q1 2020.
Sources: CBRE Hotels, STR Q1 2020.
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SUMMARY THOUGHTS

« COVID-19 EXPECTED TO CREATE SOME DISTURBANCE IN US LODGING MARKET
BY INSTILLING A FEAR OF TRAVEL AND LEADING BUSINESSES TO DEFER TRAVEL

Airline bookings already down
Companies cancelling non-essential travel

« A FEW US MARKETS HAVE A MORE CONCENTRATED EFFECT, MOTIVATING
SIGNIFICANT DOWNWARD REVISIONS TO THEIR OUTLOOK

« LOCALIZED, SEVERE OUTBREAK WOULD HAVYE ACUTE EFFECTS ON A MARKET,
LASTING BETWEEN 2-3 YEARS

« SECONDARY ECONOMIC EFFECTS COULD ALSO EXERT SMALL, LINGERING
DOWNWARD PRESSURE ON PERFORMANCE
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CORONAVIRUS AND GLOBAL RETAIL

Historical Retail Performance
« US retail sales in 2018: $3.68 trillion

+  Spending from Chinese visitors: $9
billion (0.25% of total retail sales)

* Number of visitors from China in
2018: 3 million

+  Average retail spending per person in
2018: $3,000 (estimated)

« 3.68*0.0025=9 billion
«  Affected retail space : 9-18 million sf

assume $500-1000 sales / sf (annual)
CBRE

Top U.S. Destinations for Chinese Visitors
(% of profiled inbound)

Top 5 markets.
80% of Chinese

I travelers
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City M<ggeles Francisco Ve

Source: International Travel & Tourism Office.
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IMPACT OF CORONAVIRUS ON LUXURY AND FASHION GOODS

Share of global personal luxury goods market, by consumer nationality (%)
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RETAIL SHARE BY CATEGORY
Affected category: urban storefront in gateway cities
Potentially affected category: grocery anchored shopping center

NATIONAL

Las Vegas 1% Boston 7%

4 )
Neighborhood, / ‘. New York 1 5%"‘
Ly

Los Angeles 12% San Francisco 17%

S

Outlet

Freestanding_Others Community & Strip

Freestanding_Store
Front

Source: CBRE Econometric Advisors..
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SUPPLY: IMPACT BY RETAIL CATEGORY

HIGH IMPACT LOW IMPACT
m A= 5o @
— e )
Apparel Motor Vehicles Computers
and and Food & Gasoline
Footwear Electronics Beverage and Diesel
Retail
Appliances Books, Paper Furniture _ T
and Office High End &
Products Beauty
Products
Source: CBRE EA.
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Google trends “n95”
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| REAL TIME MEASURE OF THE CORONAVIRUS IMPACT
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IMPACT ON INVESTMENT

S&P 500 index
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“Gold at seven year high”
“Bond yields at record low
Core assets may be more
attractive for investors in

times of rising uncertainty,

and liquidity is the key.
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IMPACT ON INVESTMENT

Liquidity during the Great Financial Crisis (GFC)
Top 20 markets by size

Top 20 markets by turnover rate
during GFC
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KEY TAKE-AWAYS

The overall impact on retail

sales and leasing is limited
nationally.

Luxury retail and urban
storefront retail in gateway
cites will see a larger impact.

More demand for safe assets
(potentially core real estate
assets, with liquidity even
during economic downturn
and times of uncertainties.)
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CORONAVIRUS AND GLOBAL SUPPLY CHAINS

What bottlenecks are stemming

from the spread of the virus?

+  Significant travel restrictions across
China

* Limitations on port movements out
of China

*  Factories not running/running below
capacity post-Chinese New Year

Noticeable economic impacts

*  Slowdown in China’s economy in
early 2020

*  Weakened trade volumes

*  Spill over into other economies
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Coronavirus will likely disrupt
U.S. manufacturing, with slight
spill overs into industrial real
estate.



CORONAVIRUS WILL PROLONG MANUFACTURING SLUMP

Manufacturing industrial production, YOY % growth
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Source: Federal Reserve.
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AFFECTED INDUSTRIES

U.S. Imports by NAICS-based Industry

Industry % of Total Imports % of Imports from China
Transportation Equipment 16.5% 4.4%
Computer & Electronics 15.6% 37.6%
Chemicals 10.5% 6.3%
Machinery 7.6% 17.4%
Oil & Gas 5.4% <0.1%
Electrical Equipment 5.0% 34.2%
Apparel & Accessories 3.5% 30.5%

Source: U.S. Department of Commerce.

CBRE



SHARE OF TOTAL INPUTS FROM CHINESE IMPORTS

Inputs Imported from China/Total Industry Inputs
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BUSINESSES HAVE DRAWN FROM INVENTORIES DURING PREVIOUS

Real Inventory/Sales Ratio, Months Supply
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SARS SCARE EXHIBITED SOME SPILLOVER TO INDUSTRIAL REAL ESTATE

Industrial Net Absorption, Thousands SF
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| WILL IT BE WORSE FOR INDUSTRIAL REAL ESTATE?

China represents approximately one-sixth of global economic activity
China plays a considerably larger role in global supply chains

Larger concern if outbreaks in other countries further restrict trade flows

Rising warehouse demand from e-commerce drives much of industrial real estate
Silver lining from trade war with China

Pent up demand likely to lead to a rebound once virus is contained
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