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Cross-border capital has pulled back from investment activity in the US because of tariff-
related and geopolitical concerns. What does that mean for US commercial real estate
(CRE)? How might a prolonged pullback affect liquidity and prices? These questions require
looking at the historical makeup of cross-border investments by identifying the U.S.
locations and types of buildings that have attracted cross-border investors the most.

Purchasing by cross-border investors of U.S. CRE over the past decade has focused on:

« Traditional sectors, especially industrial warehouses and CBD (central business
district) offices

- Gateway markets, especially New York City (NYC) in select sectors
* Larger assets
» More expensive locations

Based on this, we believe if cross-border investors were to pullback materially from U.S.
CRE over a prolonged period, impacts on asset liquidity and pricing would vary by
location, types of buildings, and asset sizes:

Little to no impact
» Non-traditional property sectors

« Smaller and most mid-sized assets, especially in non-gateway markets

Moderate to material impact

« Market/sector combinations where cross-border investors historically have been
proportionately more active (e.g., CBD office, full-service hotels, and mid/high
rise apartments in the NYC metro)

» Larger assets in gateway metro areas, i.e., NYC, Los Angeles (LA), San Francisco
(SF), Washington DC (DC), and Boston.

Modest to moderate impact

« Larger assets in other major metro areas, e.g., Atlanta, Dallas, Denver, Central
Florida, Charlotte, Chicago, Houston, Miami/South Florida, Phoenix, and Seattle.

Much of the historical activity of cross-border investors has been in sectors currently
undergoing structural shifts like offices and retail malls. We'd expect sector preferences
to evolve along with these structural shifts. But if cross-border investors pull back from
the U.S., that capital could be deployed to other CRE opportunities across the globe. The
structural shifts occurring in U.S. property types, however, don’t completely sync with
shifts in Europe and Asia Pacific.

Over the past 10 years, Canadian investors have accounted for one-third of direct cross-
border CRE investments in the U.S., and two-thirds of cross-border capital has come from
investors based in Canada, Singapore, China, Germany, and South Korea. Understanding
the investment patterns of these countries is critical to imagining where new CRE
investment activity may be directed if the cross-border investor appetite for U.S. assets
remains muted for a prolonged period.

For further thoughts about potential implications for other regions of the globe, see the
companion piece, “Cross border capital investment across global commercial real estate
markets”.



Majority of activity in traditional sectors

Cross-border investor purchases of U.S. CRE from 2015 to 2024 have focused mostly on traditional
sectors', accounting for 96% of cross-border investment activity. Non-traditional sectors? accounted
for only 4% of cross-border activity, versus 9% for domestic capital.® (see chart below)

Traditional sectors have been the primary focus of cross-border investors

Cross-border investor purchases of U.S. CRE by sector (US$) and sector shares of cross-border total (%)
Annual average 2015-24
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Source: Invesco Real Estate, utilizing data from MSCI/Real Capital Analytics, June 2025

40% of activity in two property types; more than 80% in seven

Industrial warehouses (20% share) and CBD offices (20% share) together accounted for 40% of all CRE
purchases by cross-border investors over the past decade. These sectors in combination with mid/high
rise apartments (12%), garden apartments (10%), suburban offices (10%), full-service hotels (7%), and
retail malls (6%) account for 83% of all U.S. CRE purchases by cross-border investors.

Above-average concentrations in four property types

Cross-border capital accounted for 11% of all direct investments in U.S. CRE from 2015 to 2024. This
estimate reflects only the share of cross-border capital invested directly in properties. If participation of
cross-border capital in comingled funds and the listed REIT market were also included, the overall share
would be closer to 17%.4

While direct property investments do not provide a complete view of cross-border CRE activity in the

U.S., we believe that information from direct transactions is useful for identifying preferences for
property types, locations, and asset characteristics.
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Property types with outsized representation from cross-border direct investors include industrial
warehouses (cross border share of 14%), CBD offices (28%), full-service hotels (20%), and retail malls
(835%). (see chart below)

Cross-border shares are highest in warehouses, CBD office, full-service hotels, and retail malls

Cross-border investor purchases of U.S. commercial real estate by sector (US$) and share of sector totals (%)

Annual averages, 2015-24
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Source: Invesco Real Estate, utilizing data from MSCI/Real Capital Analytics, June 2025

44% of activity in gateway markets; 20% in NYC metro

Cross-border direct investments in U.S. CRE have been concentrated in gateway markets. The most
activity was in the NYC metro (20% share), which isn’t a surprise, as well as investments in gateway
markets (44% share across metros of NYC, Los Angeles, San Francisco, Washington DC, and Boston).
Outside of the gateways, Dallas had the highest share (5%) of activity. Most non-gateway metro shares
were less than 1%. (See chart below.)

Gateways have been preferred, yet activity appears well diversified across metros

Cross-border investor purchases of U.S. commercial real estate by metro area
Annual average 2015-24
B Annual acquisitions per metro (LHS-in billions US$)
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Outsized metro concentrations (especially NYC) in some sectors

Metro area concentrations are particularly high in some sectors, especially CBD offices where the top
five metros from 2015 to 2024 accounted for 85% of all cross-border acquisitions activity. The NYC
metro area alone accounted for 51% of all U.S. CBD office investments made by cross-border investors.

The NYC metro also has an outsized share of cross-border investments in full-service hotels (29%) and
mid/high rise apartments (25%). No other metro area comes close to this across the most active
property types. The Los Angeles metro area would be the closest with outsized shares in suburban
offices (16%), retail malls (15%), and industrial warehouses (12%).

Outsized market concentrations for some sectors, especially in NYC metro

Metro concentration of cross-border investment by sector
Average 2015-24: Cumulative share of the five most active metros per sector, and share of the most
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Focus on higher priced assets and larger buildings

Cross-border investors paid more per asset and purchased larger buildings than domestic investors on
average over the past decade. This was consistent across property types with CBD offices being the
standout example. Cross-border investors paid 3.5 times more per CBD office building than domestic
investors. The high multiple largely reflects the high concentration of cross-border investor activity in
the NYC metro for CBD offices. While the price multiple for CBD offices is an outlier, the price multiple
for each sector shows that cross-border investors consistently purchased higher priced assets
compared to domestic investors. (see chart on next page)

Also, the price multiple for most sectors was higher than the physical building size multiple. Again,
looking at CBD offices as an example, the 3.5x price multiple exceeds the 2.3x multiple for building size.
This indicates that cross-border investors are paying a higher value per square foot in some sectors,
either from buying in more expensive areas or from buying higher grade (or potentially newer) assets.>

More about the historical biases of cross-border capital can be seen in NYC CBD offices, the national
leader in assets purchased by cross-border investors over the past decade. Cross-border investors paid
3.7 times more than domestic investors for CBD offices in the NYC metro and acquired buildings that
were 3.2 times physically larger. This example reflects not only a cross-border investor bias for larger
buildings, but for higher value “trophy” assets.
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Cross-border assets tend to be higher priced, larger, and in higher cost locations

Price and size of cross-border funded CRE investments as a multiple of domestic capital-funded
investments
Average investments made in 2015-24
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Sources: Invesco Real Estate, utilizing data from MSCI/Real Capital Analytics, June 2025.

One-third of purchases made by Canadian investors; two-thirds by five countries

One-third of all U.S. CRE purchases made by cross-border investors over the past decade came from
Canada. Also, two-thirds of cross-border funding came from the combination of Canada, Singapore,
China, Germany, and South Korea. (see chart below) Understanding the global investment patterns of
these and other non-U.S. countries is critical to imagining where new CRE investment activity may be
directed if the appetite of cross-border investors remains muted for a prolonged period.

One-third of all cross-border CRE investment in the U.S. has come from Canada

Sources of cross-border investment in U.S. commercial real estate by country

Annual average 2015-24
B Annual acquisitions by country (in billions US$ - LHS)
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Conclusions: How to manage risk

We see at least two broad ways to manage the risk of a potential pullback of cross-border capital. The
first is to focus new purchases on smaller and mid-sized assets, especially in non-gateway markets. And
even in gateway markets where tenant demand trends remain favorable, capital demand for well-
located higher quality assets should remain healthy for small and moderate-sized properties. Most of
the risk is concentrated in larger gateway assets, especially for property types still undergoing structural
demand shifts such as offices and malls.

The second is to increase allocations to non-traditional sectors that offer the strongest combination of
healthy tenant demand, limitations on new supply, and attractive relative pricing. Cross-border activity
in non-traditional sectors over the past decade has been scant, thus any pullback of activity likely
wouldn‘t impact liquidity in these property types.

Finally, cross-border investors who intend to reduce activity in the U.S. would benefit from
understanding global CRE investment patterns as they consider new opportunities. (see “Cross border
capital investment across global commercial real estate markets”)

Defined Terms and Notes:

1. Traditional sectors include all subtypes of industrial, office, apartment, hotel, and retail property types, as well as land
purchased for the purpose of development.

2. Non-traditional sectors include life science, medical office, manufactured housing, self-storage, senior housing, and
senior nursing care.

3. Unless explicitly specified otherwise, all data presented in this paper reflects analysis by Invesco Real Estate using data
sourced from MSCI/Real Capital Analytics for the years of 2015 to 2024. Data as of June 2025.

4.The 17% estimated share of overall U.S. commercial real estate purchases represented by cross-border capital derived
as follows: (1) 10.9% of direct property investments made by cross-border investors, reflecting activity from 2015 to
2024 according to MSCI/Real Capital Analytics; (2) 24.7% of direct property investments made by institutions and
equity funds (MSCI/Real Capital Analytics) multiplied by an 18% share of net asset value from NCREIF’s Open-End
Diversified Core Equity (ODCE) Index (PREA Quarterly, Summer 2024) equals 4.4%; (3) 9.2% of direct property
investments made by listed REITs (MSCI/Real Capital Analytics) multiplied by 17.3% (S&P Global, “Foreign institutional
invesJor ownership in US REITs grows”, March 11, 2024) equals 1.6%; (4) Add together 10.9% + 4.4% +1.6% =16.9%, or
round to 17%.

5. The price multiple is calculated by dividing the average sector price of assets purchased by cross-border investors by
the average sector price of assets purchased by domestic investors. The building size multiple is calculated by dividing
the average sector building size (in either square feet or number of units) of assets purchased by cross-border
investors by the average sector building size of assets purchased by domestic investors. These calculations are based
on transaction activity from 2015 to 2024.
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Investment risks

The value of investments and any income will fluctuate (this may partly be the result of exchange rate fluctuations) and investors may not
get back the full amount invested. Property and land can be difficult to sell, so investors may not be able to sell such investments when
they want to. The value of property is generally a matter of an independent valuer's opinion and may not be realised.

Generally, real estate assets are illiquid in nature. Although certain kinds of investments are expected to generate current income, the
return of capital and the realization of gains, if any, from an investment will often occur upon the partial or complete disposition of such
investment.

Investing in real estate typically involves a moderate to high degree of risk. The possibility of partial or total loss of capital will exist.

Investing in commercial real estate assets involves certain risks, including but not limited to: tenants' inability to pay rent; increases in
interest rates and lack of availability of financing; tenant turnover and vacancies; and changes in supply of or demand for similar property
types in a given market.

Important information

This document is intended only for professional investors in Hong Kong, for Institutional Investors and/or Accredited Investors in
Singapore, for certain specific sovereign wealth funds and/or Qualified Domestic Institutional Investors approved by local regulators only
in the People’s Republic of China, for certain specific Qualified Institutions and/or Sophisticated Investors only in Taiwan, for Qualified
Professional Investors in Korea, for certain specific institutional investors in Brunei, for Qualified Institutional Investors and/or certain
specific institutional investors in Thailand, for certain specific institutional investors in Malaysia upon regest, for certain specific
institutional investors in Indonesia and for qualified buyers in Philippines for informational purposes only. This document is not an
offering of a financial product and should not be distributed to retail clients who are resident in jurisdiction where its distribution is not
authorized or is unlawful.Circulation, disclosure, or dissemination of all or any part of this document to any unauthorized person is
prohibited.

This document may contain statements that are not purely historical in nature but are "forward-looking statements," which are based on
certain assumptions of future events. Forward-looking statements are based on information available on the date hereof, and Invesco
does not assume any duty to update any forward-looking statement. Actual events may differ from those assumed. There can be no
assurance that forward-looking statements, including any projected returns, will materialize or that actual market conditions and/or
performance results will not be materially different or worse than those presented.

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. Investment
involves risk. Please review all financial material carefully before investing. The opinions expressed are based on current market
conditions and are subject to change without notice. These opinions may differ from those of other Invesco investment professionals.

The distribution and offering of this document in certain jurisdictions may be restricted by law. Persons into whose possession this
marketing material may come are required to inform themselves about and to comply with any relevant restrictions. This does not
constitute an offer or solicitation by anyone in any jurisdiction in which such an offer is not authorised or to any person to whom it is
unlawful to make such an offer or solicitation.

This document is issued in the following countries:

« in Hong Kong by Invesco Hong Kong Limited 5t/lE#2 % B4 FR 2 A, 45/F, Jardine House, 1 Connaught Place, Central, Hong
Kong.

e in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, Singapore 048619.

e in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066). Invesco Taiwan Limited
is operated and managed independently.
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