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Highlights

e Economy carrying momentum.
e Inflation still slowing.

e Government deal looks viable.
e Housing still recovering.

e CRE market healing.



Have we reached the point when we have to stop saying, "Happy New Year?" If so, the economy
didn't get the message. The inflation data for December (released thus far) still shows it slowing
down despite the ongoing economic expansion. Market jitters from the first week of the year
have largely reversed, with the S&P 500 approaching its record high while the 10-Year Treasury
yield remains below 4%. Even Congress has jumped on board with a plan likely to keep the
government open and avoid a January shut down. Though only two weeks into the new year,
the recently released data and events reaffirm our belief in a resilient economy that should carry
momentum from last year.

It Goes On And On And On And On

The slowdown in inflation that is. December’s consumer price index (CPI) and producer price
index (PPI) data showed continued deceleration, albeit somewhat inconsistently. The CPI data
came in slightly above expectations. That pushed the yearly rate for headline CPI up slightly
versus November, but the yearly core CPI reading edged downward. Meanwhile, the PPl data
surprised to the downside, with prices falling during December. Recent disruptions in the Red
Sea post some short-term risk, as shipping costs and times increase. But record-setting US oil
and natural gas production should help present some offsetting downside risk. But as we have
previously mentioned, shorter-term inflation measures are already moving near target,
especially the core indexes which still drive Fed policy. And once the slowdown in housing
inflation fully filters through, even the yearly measures should show inflation much closer to
target.

Inflation Closer To Target
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Just One More Time

Well, at least one more time. While the recent increases in federal government debt have drawn
attention to potential longer-term complications, in the short term the debt ceiling remains the
most pressing and problematic issue. Congress looks as if it will once reach a budget deal and
keep the government open, at least for a short period, under terms that abide by previous
agreements about the debt ceiling. But the budget and the debt ceiling remain contentious
issues and we could hear about them frequently during an election year, as nominal debt
continues hitting record-high levels while budget deficits remain relatively large.

What To Watch This Week

The economic calendar gets busier this week. Retail sales for December should post another
strong showing, especially the control group which feeds right into GDP calculations. Consumer
sentiment for early January should change little versus December’s somewhat upbeat reading.
Import prices for December should post another strong decline, with energy prices still coming
under pressure. And housing data will feature prominently. Existing home sales for December
should change little, but the decline in mortgage rates should boost homebuilder sentiment for
January and eventually boost home sales. Housing starts for December look set to decline after
a strong reading in November while permits should change little.

CRE Implications

For commercial real estate (CRE) decelerating inflation can become the elixir that heals all
wounds. Most obviously, it will allow the Fed to begin cutting rates which should support debt
originations, transaction volumes, and returns. But it also returns real spending power to
businesses and consumers, which boosts the economy and ultimately space market
fundamentals. The next 6-12 months still contain some bumps in the road, with inflation likely to
prove inconsistent on the way down and supply pipelines for favored property types still in the
process of easing. The skies look brighter ahead, we just have to hold onto that feeling...for a
while longer.

Thought Of The Week

Though heavily dependent on the weather, the US could spend roughly $5 billion on snow
removal in an average winter.




About BGO

BentallGreenOak ("BGO" or "BentallGreenOak”) includes BentallGreenOak (Canada) Limited
Partnership, BentallGreenOak (U.S.) Limited Partnership ("BGO U.S.), their worldwide
subsidiaries, and the real estate and commercial mortgage investment groups of certain of their
affiliates, all of which comprise a team of real estate professionals spanning multiple legal
entities.

This document is for informational purposes only and does not constitute an offer to sell or
solicitation of an offer to buy units in any BentallGreenOak fund (a "BGO Fund”, "Fund”, or,
collectively, "BGO Funds"” or "Funds”). Prospective investors must not construe the contents of
this document as legal, tax, financial, accounting, investment or other advice, and each
prospective investor is urged to consult with its own advisers with respect to legal, tax, financial,
accounting, investment and other consequences of investing in a BGO Fund, the suitability of a
BGO Fund for such investor and other relevant matters concerning an investment in a BGO
Fund. A decision as to an investment in any Fund must be made solely by the investor and in
consultation with its own advisers.

Statements in this document that are not historical facts are based on current expectations,
estimates, projections, opinions and beliefs and are subject to change. Such statements are
subject to known and unknown risks, uncertainties and other factors. Moreover, this document
contains statements, estimates and projections as well as certain forward-looking statements,
which can be identified by the use of forward-looking terminology such as “may”, “will”, “would”,
"should”, "expect”, "project”, “intend”, "target” or "believe” or the negatives thereof or other
variations thereon or comparable terminology (together, the "Projections”). Economic outcomes
may differ materially from those reflected in or contemplated by such forward-looking
statements, and undue reliance should not be placed thereon. The market analysis presented
in this document represents the subjective views of BGO.
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