Commercial Real Estate

Divergent Performance in Commercial Real Estate

Office properties continue to suffer, but all other sectors see positive price growth.

In the first half of 2024, only the industrial and apartment sectors had cumulative price growth that exceeded the average loss rate.
Conversely, the office sector sustained losses that significantly outweighed price growth. We expect performance across asset classes

to diverge for the next couple of years while the market adjusts to post-pandemic tenant preferences.

Sector Commentary

= Following the severe impact of COVID pandemic shutdowns on

hotel and retail properties, both asset classes

have displayed

resilience and maintained positive price growth.

= While loss numbers appear elevated, the retail loss numbers

include malls, which accounted for half of the top six retail trades.

= Office properties continue to face weak dema

schedules remain sticky post-pandemic. Tenants also continue to

nd as hybrid work

favor newer offices with better amenities over older properties

that require significant capital improvements.

We expect performance across asset
classes to diverge for the next couple
of years while the market adjusts to
post-pandemic tenant preferences.

GUGGENHEIM

Investment Themes

We expect continued losses on office properties for the near term
as borrowers face a mountain of upcoming loan maturities.

Low levels of new supply, coupled with interest rate declines,
should support real estate prices.

Loan maturities remain a pressure point. Even performing loans
may face refinancing challenges as commercial banks remain
largely on the sidelines.

This situation with banks may not lead to payment defaults by
cash flowing loans but will require patience as lenders weigh the
risks of extending maturity versus loan enforcement.

By Jennifer A. Marler and Karen Karwoski

Property Price Growth and Loan Loss Rates Vary Materially by Sector

Loss Given Default Rate H12024

60%

Office - CBD

50%

40%

30%

20%

10%

0%

-80% -60%

-40%

Office - Sub @

Hotel

Industrial

-20% 0%

20%
Price growth five years to Q2'24

40% 60% 80%

Fixed-Income Sector Views | 4Q2024 1



This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, strategy or investment product, or as
investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the making of investment decisions, and does not constitute a solicitation
of an offer to buy or sell securities. The content contained herein is not intended to be and should not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal
professional regarding your specific situation.

This material contains opinions of the authors, but not necessarily those of Guggenheim Partners, LLC or its subsidiaries. The opinions contained herein are subject to change without notice. Forward-
looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and other sources. Information contained herein has been obtained
from sources believed to be reliable but are not assured as to accuracy. Past performance is not indicative of future results. There is neither representation nor warranty as to the current accuracy of, nor
liability for, decisions based on such information.

Investing involves risk, including the possible loss of principal. In general, the value of a fixed-income security falls when interest rates rise and rises when interest rates fall. Longer term bonds are
more sensitive to interest rate changes and subject to greater volatility than those with shorter maturities. During periods of declining rates, the interest rates on floating rate securities generally reset
downward and their value is unlikely to rise to the same extent as comparable fixed rate securities. High yield and unrated debt securities are at a greater risk of default than investment grade bonds
and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations (“CLOs"), generally receive payments
that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed securities may have structures that make their reaction to interest
rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest rate,
counterparty, prepayment, liquidity, and valuation risks. Loans are often below investment grade, may be unrated, and typically offer a fixed or floating interest rate.

Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security Investors,
LLC, Guggenheim Funds Distributors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Partners Advisors, LLC, Guggenheim Corporate Funding, LLC, Guggenheim Partners Europe Limited,
Guggenheim Partners Japan Limited, and GS GAMMA Advisors, LLC.
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