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Over the last 15 months, the Federal Reserve (Fed) has meaningfully raised the benchmark fed funds rate in
an effort to tamp down inflation. The Fed paused its hiking campaign during the June meeting, but issued an
outlook suggesting additional rate increases are to be expected. Regardless of whether the Fed has finished
raising rates, we believe the end of the tightening cycle is near and view now as a prudent time to examine the
performance of Real Estate Investment Trust (REIT) stocks following historical periods of fed funds increases.

REITs have meaningfully underperformed the broad market throughout the Fed’s current hiking cycle. The real
estate sector, as represented by the FTSE NAREIT All Equity REIT Index, declined nearly 25% in 2022, while
the broad equity market, represented by the S&P 500® Index, fell approximately 18%. The underperformance
of REITs broadened in the first half of 2023 with the real estate sector rising less than 3% while the S&P 500°
gained nearly 17%.

History suggests REITs’ recent relative underperformance will reverse when the Fed is done raising rates. An
examination of returns for both REITs and the broad market following the Fed's last three tightening cycles,
which concluded in 2000, 2006, and 2018, show public REITs outperforming the S&P 500® over the short- and
medium-term periods after the Fed’s last rate hike.
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We believe REITs’ historical relative outperformance versus the broad equity market has been due to the
removal of a major uncertainty in valuing real estate — the cost of debt. When interest rates are rising, investors
continually re-price the cost of debt higher while leaving additional margin for future increases, causing equity
prices to fall. Once the terminal fed funds rate becomes known and interest rates stabilize, REIT share prices
typically rebound from what was an overshoot to the downside. Though every market period is unique, history
suggests that REITs are set for a similar relative “bounce back” once this Fed hiking cycle is complete. The
periods covered in the average include the post-Dot-Com era, the Great Financial Crisis, and the COVID-19
pandemic — a diverse set of market crosscurrents, to say the least.

'Average returns in the one, two, four, and eight quarters after 06.30.2000, 06.30.2006, and 12.31.2018. REIT Equities represented by the FTSE NAREIT All Equity
REIT Index and the Broad Equity Market represented by the S&P 500 Index. Chart source: Bloomberg L.P.

Charts are for illustrative purposes only. The views expressed represent the opinions of Sterling Capital Management. Any STERLING
type of investing involves risk and there are no guarantees that these methods will be successful. Past performance is not CAPITAL
indicative of future results.
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Andrew T. DiZio, CFA®, Executive Director, joined the Stratton Funds team of Stratton
Management Company in 2012 and Sterling Capital Management as part of a business
acquisition in 2015. He has investment experience since 2003. Andy is co-portfolio manager of
the Sterling Real Estate and Sterling Mid Cap Relative Value strategies and associate portfolio
manager of the Sterling Small Cap Value strategy. Prior to joining Sterling, he was vice
president at Janney Montgomery Scott where he served as a Real Estate Investment Trust
sector analyst. Andy received his B.S. in Finance with a minor in Economics from Pennsylvania
State University. He holds the Chartered Financial Analyst® designation and is a member of the
CFA® Society of Philadelphia and the CFA® Institute.

Past performance is not indicative of future results. Any type of investing involves risk and there are no guarantees that these methods will be
successful. Economic charts are provided for illustrative purposes only. The information provided herein is subject to market conditions and is
therefore expected to fluctuate.

The opinions contained in this presentation reflect those of Sterling Capital Management LLC (SCM), are for general information only, and are educational in
nature. The opinions expressed are as of the date of publication and are subject to change without notice. These opinions are not meant to be predictions and do
not constitute an offer of individual or personalized investment advice. They are not intended as an offer or solicitation with respect to the purchase or sale of any
security. This information and these opinions are subject to change without notice. All opinions and information herein have been obtained or derived from sources
believed to be reliable. SCM does not assume liability for any loss which may result from the reliance by any person upon such information or opinions.

Investment advisory services are available through SCM, an investment adviser registered with the U.S. Securities & Exchange Commission and an indirect,
wholly-owned subsidiary of Guardian Capital Group Limited. SCM manages customized investment portfolios, provides asset allocation analysis, and offers other
investment-related services to affluent individuals and businesses.

SCM does not provide tax or legal advice. You should consult with your individual tax or legal professional before taking any action that may have tax or legal
implications.

The Chartered Financial Analyst® (CFA) charter is a graduate-level investment credential awarded by the CFA Institute, the largest global association of
investment professionals. To earn the CFA charter, candidates must: 1) pass three sequential, six-hour examinations; 2) have at least four years of qualified
professional investment experience; 3) join CFA Institute as members; and 4) commit to abide by, and annually reaffirm, their adherence to the CFA Institute Code
of Ethics and Standards of Professional Conduct.

Real Estate-Related Investment and REIT Risk: Real estate-related investments may decline in value as a result of factors affecting the real estate industry.
Risks associated with investments in securities of companies in the real estate industry include decline in the value of the underlying real estate, default,
prepayment, changes in value resulting from changes in interest rates and demand for real and rental property, and the management skill and creditworthiness of
REIT issuers. The strategy will indirectly bear its proportionate share of expenses, including management fees, paid by each REIT in which the strategy invests.

A Note on Indices: The volatility of an index varies greatly. All indices are unmanaged and investments cannot be made directly in an index.

The FTSE NAREIT All Equity REITS Index contains all tax-qualified REITs with more than 50 percent of total assets in qualifying real estate assets other than
mortgages secured by real properly that also meet minimum size and liquidity criteria. The FTSE NAREIT U.S. Real Estate Index Series is designed to present
investors with a comprehensive family of REIT performance indexes that spans the commercial real estate space across the U.S. economy. The index series
provides investors with exposure to all investment and property sectors. In addition, the more narrowly focused property sector and sub-sector indexes provide the
facility to concentrate commercial real estate exposure in more selected markets.

The S&P 500° Index is a readily available, carefully constructed, market-value-weighted benchmark of common stock performance. Currently, the S&P 500
Composite includes 500 of the largest stocks (in terms of stock market value) in the United States and covers approximately 80% of available market capitalization.

Bloomberg L.P. Information: “Bloomberg®” and the Bloomberg indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index
Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes by Sterling Capital
Management LLC and its affiliates. Bloomberg is not affiliated with Sterling Capital Management LLC or its affiliates, and Bloomberg does not approve, endorse,
review, or recommend the product(s) presented herein. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information
relating to the product(s) presented herein.
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