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“The market is a pendulum that forever swings between unsustainable optimism and unjustified
pessimism. The intelligent investor is a realist who sells to optimists and buys from pessimists.”

- Benjamin Graham

Dear Valued Clients,

When Benjamin Graham, the renowned investor often referred to as the “father
of value investing,” penned the quote about the market being a pendulum, he
was primarily discussing the stock market. However, the analogy is equally
applicable to other asset classes, including today’s real estate market. The
prevailing narrative in the media often defaults to emphasizing pessimism, and
while there are certainly valid concerns, focusing solely on these challenges can
obscure the positive signs that are beginning to surface. In fact, we believe that
the pendulum is starting to swing in the opposite direction of “unjustified
pessimism” with respect to the real estate market.

One of the key drivers of the real estate market is rental income growth,
which reflects the balance between supply and demand of different property

types and locations. Over the last few years, we have witnessed a divergence in Garrett Zdolshek
rent growth trends across various markets, especially in the multifamily sector. Chief Investment Officer
On one hand, the Sunbelt region, which includes states such as Texas, Florida, and Portfolio Manager

Arizona, and Georgia, has experienced a surge in population and job growth,

leading to higher demand for apartments. Conversely, major city high-rise

markets such as New York, San Francisco, Chicago, and Boston have faced

challenges from the pandemic, social unrest, and remote work, resulting in lower occupancy and rent levels. However,
as pandemic-driven trends continue to fade across the U.S. economy, we are seeing a reversion back to the mean. In
particular, we anticipate that the Sunbelt markets will face more supply pressure as new construction catches up with
demand, while the major city high-rise markets will benefit from renewed urban appeal and limited new deliveries.
Therefore, we believe that apartment rent growth will moderate in the Sunbelt and accelerate in major cities, creating
more opportunities for value recovery in the latter.

An interest rate cut may be on the horizon. While we are not in the business of predicting interest rates, we certainly
monitor all the major forecasts and survey data to understand as best we can how borrowing costs will ultimately
impact the broader private real estate market. As discussed, low-levered core real estate has the staying power to last
through a cycle, but many higher-leveraged buyers need relief, which may be at least partially in sight. Based on
current forward rate curves, the market is anticipating one or potentially two rate cuts in 2024. Likewise, the Federal
Reserve's dot plot (a chart showing where each Fed member thinks short-term rates will be at the end of each year)
suggests a median expectation of one rate cut as well. This dynamic is notable because, many times over the last few
years, there has been a disconnect between the Fed's forecast and market participants’ expectations. But at least for
now, they appear to be aligned. A large part of the optimism around rate cuts is due to the persistent progress on the
inflation front as price increases continue to show signs of slowing down. As of May 2024, the annual inflation rate
measured at 3.3%, down slightly from the previous rate of 3.4%, as measured by the Consumer Price Index (CPI).
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Admittedly, inflation has proved to be stickier than Fed officials anticipated, but it's worth remembering that we are
down significantly from the peak of 9.0% in June 2022. While there remains a debate over when a rate cut will occur,
what has become widely accepted amongst market participants is that additional rate hikes no longer appear
imminent, a definite sign of progress.

Green shoots are emerging. This statement is certainly counterintuitive to the mainstream narrative; however, in order
to find these signs of a recovery, you have to know where to look. Admittedly, some of these green shoots are hard to
quantify. For example, we've seen a significant number of Requests for Proposal (RFPs) from institutional investors
looking to buy core real estate after having hardly any RFPs in the prior 18 months. The significance of large
institutional investors beginning to focus their attention on private real estate cannot be understated, as this group
has historically been early movers looking to capitalize on what they perceive as an impending recovery in the private
real estate space. In our view, a natural rebalancing of portfolios is occurring due to record-high equity markets. We
will talk more about asset allocation later, but for now, it's worth noting that early data suggests an uptick in
transaction activity over the past three months and into Third Quarter 2024, suggesting the bid/ask gap between
buyers and sellers has begun to narrow. Lastly, we are starting to see a decline in the NFI-ODCE Index's redemption
queues, a reassuring sign of improving liquidity. The reason for this progress is primarily twofold: managers are
transacting more, which creates liquidity, and some investors have rescinded redemption requests, in part because
they recognize that selling at current values denies them their upside when a recovery eventually takes hold.

The forward-looking return of private real estate may be attractive, especially compared to other sectors. Just as
we are reticent to forecast interest rates, we're also cautious about predicting market direction. However, we always
look for indicators suggesting that market dynamics are shifting, and we've recently noticed a few interesting
observations. But first, putting the current environment in its proper historical context might be helpful. For the last
six consecutive quarters, core real estate values have declined, the first such period of negative returns since the
Global Financial Crisis of 2008-09, where returns were also negative for six quarters. Thus, down periods for the NFI-
ODCE Index are exceedingly rare, occurring on average every 14 years. These periods also tend to be pretty limited in
scope. So, if history is any guide, we're already through the worst of the decline. Fast forward to today; as many of you
know, we have unique insight into the daily price of the underlying managers in the NFI-ODCE Index. Recently, we've
seen consistent positive daily values across several funds for the first time since the rate hike cycle began in 2022. To
be clear, this doesn't mean that there isn’t any downside risk remaining. However, we believe it indicates that market
dynamics are shifting, and we would not be surprised if the market bottomed out over the next couple of quarters.

High-growth sectors remain attractive. While the apartment sector is clearly slowing, consistent with inflation, one of
the most compelling investment opportunities in the current real estate market is data centers. Data centers are
essential for the functioning of many industries and applications, such as e-commerce, cloud computing, streaming
media, gaming, social media, and artificial intelligence.

The demand for data centers has been growing at an unprecedented rate, driven by the increasing consumption of
digital content, the proliferation of connected devices, the adoption of cloud-based services, and the emergence of
new technologies. According to a report by CBRE, the global demand for data center capacity increased by 28% in
2023, reaching a record high of 1,156 megawatts. The report also projects that demand will grow by another 17% in
2024, surpassing 1,350 megawatts.

However, the supply of data center space has not kept pace with surging demand, creating a significant imbalance in
the market. The development of data centers is constrained by several factors, such as the availability of land, power,
fiber, and water; regulatory and environmental approvals; construction costs and timelines; and the technical expertise
required. As a result, many data center markets are facing a shortage of inventory, especially for hyperscale users who
need massive amounts of space and power. This supply-demand gap has led us to target “development ready” sites to
prelease to hyperscalers with the highest credit and lowest execution risk. We don’t believe in the “build it and they
will come™ model, especially when it comes to development projects having budgets that can approach $1 billion.

As a real estate investor, this presents a unique opportunity to capitalize on the strong fundamentals and attractive
returns of the data center sector with low execution risk. Data centers also correlate positively with inflation, as rents
are typically indexed to power costs, which tend to increase with inflation. Therefore, we believe that data center
investing is a smart and strategic move for our clients who are looking to diversify their real estate portfolio, enhance
their return profile, and benefit from the long-term secular trends that are driving the demand for data centers.
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As we have consistently discussed, those of you who are already fully allocated to real estate can rest well
knowing the sector is performing as expected and has exceptionally strong operating fundamentals. For others
who may have seen a recovery in public equities and are now under-allocated to private real estate, we would
encourage you to seize the moment based on your targeted risk/return outcome because market conditions can
change quickly.

On behalf of the team at Accordant, we would like to thank you for your trust, especially in today's challenging
environment. We are committed to providing high-quality real estate solutions that deliver a range of outcomes, from
income to growth, while prioritizing transparency.
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Chief Investment Officer and Portfolio Manager
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Important Disclosures

Accordant Investments LLC (“Accordant”) is an SEC registered investment adviser. For more information about our services and
disclosures, please visit our website at www.accordantinvestments.com. This content does not constitute an offer to sell, a solicitation
of an offer to buy, or a recommendation of any security or any other product or service managed by Accordant.

NCREIF Fund Index — Open End Diversified Core Equity (the “NFI-ODCE Index”). Indexes are unmanaged, do not incur management
fees, costs, and expenses, and cannot be invested in directly. Diversification strategies do not ensure a profit and do not protect
against losses in declining markets. The selected examples of specific types of investments were selected for illustrative purposes only
and are not necessarily representative of all transactions of a given type with regard to performance and/or operating metrics.

Past performance is no guarantee of future results. Therefore, you should not assume that the future performance of any specific
investment or investment strategy will be profitable or equal to corresponding past performance levels. Inherent in any investment is
the potential for loss. It should not be assumed that any investments in securities, companies, sectors, or markets identified and
described in this were or will be profitable.

This content is provided for informational purposes only, and should not be relied upon as legal, business, investment, or tax advice.
Furthermore, this content is not directed at nor intended for use by any investors or prospective investors and may not under any
circumstances be relied upon when making a decision to invest in any strategy managed by Accordant.

This market update contains forward-looking statements which include statements, express or implied, regarding current expectations,
estimates, projections, opinions, and beliefs of Accordant. Such statements are forward-looking in nature and involve a number of
known and unknown risks, uncertainties and other factors. Accordant’s opinions may change, and actual results may differ materially
from the forward-looking statements.

Certain information contained in here has been obtained from third-party sources. While taken from sources believed to be reliable,
Accordant has not independently verified such information and makes no representations about the accuracy of the information or its
appropriateness for a given situation. In addition, this content may include third-party advertisements; Accordant has not reviewed such
advertisements and does not endorse any advertising content contained therein. Charts and graphs provided within are for
informational purposes solely and should not be relied upon when making any investment decision.

No part of this material may be (i) copied, photocopied, or duplicated in any form, by any means, or (ii) redistributed without
Accordant’s prior written consent.
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