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Real estate credit has the investment profile to maneuver through
potential secular changes related to the implementation of tariffs
and the growing U.S. debt.

¢ High yield, real estate credit loans are usually floating rate which limits sensitivity to interest rates. Should long-
term rates increase due to the U.S. debt load, fixed rate bonds become vulnerable. Stock equity multiples could
also come under pressure.

e Short-term loans and the nature of the sponsor’s business plans often lead to repayments enabling greater
portfolio flexibility and adaptability to changing market conditions. The equity cushion afforded to real estate
credit also resets as money is reinvested.

e Real estate credit loans produce income. The returns are not reliant on strong economic growth should trade
policy slow the economy.

EXHIBIT 1: 10-YEAR U.S. TREASURY RATE
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Source: U.S. Board of Governors of the Federal Reserve System (FRB); Moody’s Analytics Forecasted, Principal Real Estate, Q2 2025
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Real estate market fundamentals for several targeted sectors remain healthy.

e Construction starts for multifamily, industrial, and retail sectors are down substantially.

e Uncertainty around material costs due to trade policy is a headwind for development.

Cost of home ownership continues to support demand for multifamily.

e New industrial assets are outperforming older inventory. Large U.S. REIT reports demand pipeline is increasing
with tenants waiting on trade policy outcome.

EXHIBIT 2: MULTIFAMILY COMPLETIONS AND VACANCY (2017-2027 PROJECTED)
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Source: CBRE EA, Principal Real Estate, Q1 2025

Banks are creating tailwinds for private lenders.

e Banks are encouraging borrowers to pay-off construction loans to manage real estate exposures.
* New assets coming off construction loans provide high quality collateral.
e Banks demand for direct real estate lending remains tepid (see Exhibit 3).

e As such, banks are providing attractive financing to private lenders (i.e. back leverage)

EXHIBIT 3: REAL ESTATE LOAN GROWTH

Year 2021 2022 2023 2024 Q1-25 Q2-25
RE Loan Growth 4.3% 11.3% 4.8% 1.7% 0.7% 1.2%

Source: Federal Reserve statistical release, commercial banks’ balance sheets, 11 July 2025
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Risk considerations

Investing involves risk, including possible loss of principal. Past Performance does not guarantee future return. All financial investments involve an
element of risk. Therefore, the value of the investment and the income from it will vary and the initial investment amount cannot be guaranteed.
Potential investors should be aware of the risks inherent to owning and investing in real estate, including value fluctuations, capital market pricing
volatility, liquidity risks, leverage, credit risk, occupancy risk and legal risk. All these risks can lead to a decline in the value of the real estate, a decline in
the income produced by the real estate and declines in the value or total loss in value of securities derived from investments in real estate. Floating rate
debt instruments are subject to credit risk, interest rate risk, and impaired collateral risk, which means that the value of the collateral used to secure a
loan held by the fund could decline over the course of the loan. Credit risk refers to an issuer’s ability to make interest and principal payments when due.
Private credit involves an investment in non-publicly traded securities which are subject to illiquidity risk. Portfolios that invest in private credit may be
leveraged and may engage in speculative investment practices that increase the risk of investment loss.

Important information

This material covers general information only and does not take account of any investor’s investment objectives or financial situation and should not be
construed as specific investment advice, a recommendation, or be relied on in any way as a guarantee, promise, forecast or prediction of future events
regarding an investment or the markets in general. The opinions and predictions expressed are subject to change without prior notice. The information
presented has been derived from sources believed to be accurate; however, we do not independently verify or guarantee its accuracy or validity. Any
reference to a specific investment or security does not constitute a recommmendation to buy, sell, or hold such investment or security, nor an indication that
the investment manager or its affiliates has recommended a specific security for any client account.

Subject to any contrary provisions of applicable law, the investment manager and its affiliates, and their officers, directors, employees, agents, disclaim any
express or implied warranty of reliability or accuracy and any responsibility arising in any way (including by reason of negligence) for errors or omissions in
the information or data provided. All figures shown in this document are in U.S. dollars unless otherwise noted.

This material may contain ‘forward looking” information that is not purely historical in nature. Such information may include, among other things,
projections and forecasts. There is no guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole
discretion of the reader.

This material is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary
to local law or regulation.

This document is issued in:
¢ The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission.

e Europe by Principal Global Investors (Ireland) Limited, 70 Sir John Rogerson’s Quay, Dublin 2, D02 R296, Ireland. Principal Global Investors (Ireland)
Limited is regulated by the Central Bank of Ireland. Clients that do not directly contract with Principal Global Investors (Europe) Limited (“PGIE”) or
Principal Global Investors (Ireland) Limited (“PGII”) will not benefit from the protections offered by the rules and regulations of the Financial Conduct
Authority or the Central Bank of Ireland, including those enacted under MiFID II. Further, where clients do contract with PGIE or PGII, PGIE or PGII may
delegate management authority to affiliates that are not authorised and regulated within Europe and in any such case, the client may not benefit from
all protections offered by the rules and regulations of the Financial Conduct Authority, or the Central Bank of Ireland. In Europe, this document is directed
exclusively at Professional Clients and Eligible Counterparties and should not be relied upon by Retail Clients (all as defined by the MiFID).

« United Kingdom by Principal Global Investors (Europe) Limited, Level 1, 1 Wood Street, London, EC2V 7 JB, registered in England, No. 03819986, which is
authorized and regulated by the Financial Conduct Authority (“FCA”).

e This document is marketing material and is issued in Switzerland by Principal Global Investors (Switzerland) GmbH.

« United Arab Emirates by Principal Investor Management (DIFC) Limited, an entity registered in the Dubai International Financial Centre and authorized
by the Dubai Financial Services Authority as an Authorised Firm, in its capacity as distributor / promoter of the products and services of Principal Asset
Management. This document is delivered on an individual basis to the recipient and should not be passed on or otherwise distributed by the recipient to
any other person or organisation.

¢ Singapore by Principal Global Investors (Singapore) Limited (ACRA Reg. No. 199603735H), which is regulated by the Monetary Authority of Singapore
and is directed exclusively at institutional investors as defined by the Securities and Futures Act 2001. This advertisement or publication has not been
reviewed by the Monetary Authority of Singapore.

Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated by the Australian Securities
and Investments Commission and is only directed at wholesale clients as defined under Corporations Act 2001.

* Hong Kong SAR by Principal Asset Management Company (Asia) Limited, which is requlated by the Securities and Futures Commission. This document
has not been reviewed by the Securities and Futures Commission. This document may only be distributed, circulated or issued to persons who are
Professional Investors under the Securities and Futures Ordinance and any rules made under that Ordinance or as otherwise permitted by that
Ordinance.

Other APAC Countries/Jurisdictions, this material is issued for institutional investors only (or professional/sophisticated/qualified investors, as such term
may apply in local jurisdictions) and is delivered on an individual basis to the recipient and should not be passed on, used by any person or entity in any
jurisdiction or country where such distribution or use would be contrary to local law or regulation.

Principal Global Investors, LLC (PGl) is registered with the U.S. Commodity Futures Trading Commission (CFTC) as a commodity trading advisor (CTA), a
commoadity pool operator (CPO) and is a member of the National Futures Association (NFA). PGl advises qualified eligible persons (QEPs) under CFTC
Regulation 4.7.
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