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SECTOR SPOTLIGHT
US SINGLE-FAMILY RENTAL

In today’s tumultuous commercial real estate climate, the US single-
family rental (“SFR") asset class has remained resilient due to economic
and demographic fundamentals that are likely to persist for the
foreseeable future. As the US macroeconomic outlook improves, so does
our view and conviction for this sector. Chronic undersupply, increasing
demand, ownership unaffordability, and institutional underinvestment
support SFR’s strong outlook.
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CHRONIC UNDERSUPPLY

Household Formation vs. Net Change in Housing Stock?
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Over a decade of underbuilding has left the U.S. market
with an existing undersupply of over four million
housing units.

Supply will remain challenged as higher interest and
mortgage rates have increased constraints and led to

a deceleration in new single-family construction. As of
Q4 2023, permitting activity has declined approximately
19% from January 2022 levels. These constraints have
resulted in upward pressure on both single-family home
prices and rents.2

ONGOING DEMAND

Nearly 40% of the 100+ million renter individuals live in
single-family rental (“SFR”) homes.* Demographics are
likely to drive increased demand as SFR's primary age
cohort of 35 to 49-year-olds is projected to grow 3.8x
faster than the general U.S. population over the next
five years.

These households are the principal drivers of the US
economy, and their demand for housing contributes
meaningfully to sustained economic growth. The labor
market has grown well above the long-term average,
resulting in an impressive unemployment rate of 3.8%.°
However, this rate reflects both tight labor conditions
and changes in labor force participation, primarily due
to the retirement of older employees. The prime age
cohort of the labor force, aged 25 to 54, is nearing all-

MF Housing Stock

2017 2018 2019 2020 2021 2022 2023f

m Household Formation

time high participation rates. This core segment of the
labor force is active, employed, and confident, which
directly impacts housing demand. Additionally, a major
shift has occurred in homeownership rates for young
adults (25-34 years of age) over the last two decades.
After peaking at over 45% in 2000, the homeownership
rate for young adults declined to 39%,” translating to
millions more young households seeking rentals.

Prime SFR Target Demographic Anticipated to Grow®
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UNAFFORDABILITY

Increased demand has arrived on the heels of
substantial home price appreciation and amid elevated
interest rateshas raised the barrier to ownership to a
generational high. As a result, the number of renters
who can afford principal and interest on an entry level
home today has decreased by more than half since the
start of 2020, leading to an expectation of more renters
and longer tenancies.

THE UTILITY OF SFR

The past few years of heightened health concerns

and increased work-from-home have highlighted
single-family housing's intrinsic advantages. More
space, privacy, and yards mean SFR homes are more
suitable for larger households than multifamily units.
Approximately 63% of SFR homes have three or more
bedrooms, providing ample room for couples and
children.® In contrast, only 7.8% of multifamily units
have three or more bedrooms, making them less likely
to accommodate larger households.®

INSTITUTIONAL
UNDERINVESTMENT

While there are approximately 16 million SFR homes
in the United States, less than 5% are owned by
institutions. In contrast, institutional investors own
approximately 50% of 5+ unit apartment buildings.

Bridge expects there will be increased institutional
investment as recognition of SFR as a discrete asset
class grows. This new capital is needed to fill the
housing supply gap by stimulating new construction
and revitalizing existing SFR housing stock. The arrival
of new investors will also act as a technical tailwind,
providing improved liquidity and upside optionality for
incumbent investors.

BRIDGE'S SFR PERSPECTIVE

Bridge believes SFR offers one of the most
compelling investment opportunities in US real
estate. The convergence of robust macroeconomic
and demographic tailwinds, and record ownership
unaffordability underlie SFR's remarkable potential.

Number of Renter Households That Can Afford
Principal & Interest on Entry-Level Home?®
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Bedroom Count by Building Type (Rental Housing)"!
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DISCLOSURES & ENDNOTES

© 2023 Bridge Investment Group Holdings LLC,

The information contained herein is for informational purposes only about the US real estate market and is not intended to be relied up on as a forecast,
research, investment advice or an investment recommendation. Reliance upon the information in this material is at the sole discretion of the reader. Past
performance is not necessarily indicative of future performance or results.

Bridge Research Department

This material has been prepared by the Research Department at Bridge Investment Group Holdings LLC (together with its affiliates, “Bridge”) in consultation with
other investment professionals within Bridge. The Research Department is responsible for providing market research and analytics internally to Bridge's private funds
and verticals. The Research Department does not issue any independent research, investment advice or investment recommendations either internally or to the
general public. Prior to publication, this material may have been discussed with or reviewed by persons outside of the Research Department.

No Distribution; No Offer for Solicitation

No part of this material may be (i) copied, photocopied, or duplicated in any form by any means or (ii) redistributed without the prior written consent of Bridge. This
material is not and should not be considered an offer to sell any securities or the solicitation of an offer to purchase any securities. This material discusses broad
market, industry, or sector trends, or other general economic, market, social, legislative, or political conditions and has not been provided in a fiduciary capacity
under ERISA.

Forecasts and/or Estimated Returns

Economic and market forecasts or estimated returns presented in this material reflect the Research Department’s judgment as of the date of this material and
are subject to change without notice. Although certain information has been obtained from third-party sources believed to be reliable, Bridge does not guarantee
its accuracy, completeness, or fairness. Bridge has relied upon and assumed without independent verification, the accuracy and completeness of all information
available from third-party sources. Some of this information may not be freely available and may require a subscription or a payment.

Any forecasts or return expectations are as of the date of material and are estimated and are based on market assumptions. These assumptions are subject to
significant revision and may change materially as economic and market conditions change. Bridge or the Research Department have no obligation to provide updates
or changes to these forecasts. This material includes forward-looking statements that involve risk and uncertainty. Statements other than statements of historical fact
are forward-looking statements and include but are not limited to our opinions on governmental and central bank policy, our beliefs and convictions for the US real
estate market and the US economy, our expectations regarding inflation, and our expectations regarding the direct impact of the financial market volatility related to
bank failures on commercial real estate. Readers are cautioned not place undue reliance on such forward-looking statements.

Indices
Any reference to indices, benchmarks, or other measure of relative market performance over a specified period of time are provided for context and for your
information only.

Tax Information
Bridge does not provide legal, tax, or accounting advice. Readers should obtain their own independent legal, tax or accounting advice based on their particular
circumstances.
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