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+ We expect CEE real estate to outperform continental
European property investments slightly thanks to the
ongoing catch-up of their economies. We expect investors to
benefit from continuing yield compression.

+ Relative strong economic growth prospects, higher levels
of infrastructure spending than Western Europe, and the
current lack of modern commercial surfaces will continue to
drive total return in the real estate market over the coming
years.

 The office, logistics/warehouse and residential market are, in
our view, the most appealing segments. In contrast, retail
spaces look less favorable.

Central and Eastern European (CEE) real estate has been in high
demand in recent years. According to Colliers, the money flows
into this region increased from EUR 9 billion in 2015 to about
EUR 13 billion in 2019. Polish properties attracted about 45% of
total money inflows. Real estate investments in the Czech Republic
accounted for 25% and in Hungary for roughly 15% of the total
volume. Moreover, the capitals of these countries were among the
top 15% most liquid markets globally in terms of cross-border real
estate investments. Property investments in Romania, Bulgaria and
Slovakia are currently much smaller and hence less liquid. These
countries are not covered in this publication.

The rapid growth in transaction volumes in the CEE region was
clearly above the overall global trend but the CEE property markets
still constitute only a small portion of global investment volumes.
We expect that international property investors will maintain their
interest in this region. There are several reasons why CEE direct
property markets remain an attractive investment opportunity in our
VIew.

First, returns have been compelling when compared to Western
Europe. In 2019, the total return on CEE real estate properties
amounted to more than 10% according to MSCI versus less
than 6% in developed European markets on average. Despite its
compression, the income return in CEE countries of almost 5.5%
remains comparatively attractive and has exceeded the Western
European market by an average 130 basis points since 2010. As
the prime yields (average over different segments) are just below
the 5.5% mark, net cashflows of new investments continue to
deliver attractive return to new investors, in our view. Moreover, we
expect that investors will continue to benefit from ongoing yield
compression, although this is declining.

Source: Istock

CEE income returns are higher than in
Western Europe
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Income returns are attractive despite the
recent yield compression
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Second, given that foreign investors have the opportunity to finance
CEE property investments in their own currency at historically very
low interest rates, the leveraged returns on investments look even
more appealing in a broad European context. The average volatility
of CEE exchange rates versus the euro has fallen significantly over
the last decade. Though some more volatility given the current
situation looks likely, the integration of CEE economies in the
wider European economy should lead to less fluctuation again.
Moreover, according to UBS currency forecasts, the Polish zloty and
the Czech koruna are expected to appreciate slightly over the next
few quarters, , recouping some of the losses suffered over the past
weeks.

Finally, the economic and political stability of CEE countries has
improved. They are growing faster than countries in Western
Europe: economic growth in the CEE region (Poland, Czech Republic
and Hungary) averaged almost 4% in real terms in 2019 according
to UBS IB estimates. Though a recession in 2020 is highly probable
(UBS IB estimates a GDP decline of almost 2.5% on average), the
CEE economies will likely grow by roughly 3% in 2021. Hence,
economic growth in the CEE region should be higher than in
the Eurozone in both 2020 and 2021. After 2020, this should
translate into better employment prospects, robust wage increases
and higher purchasing power, supporting the take-up demand.

We recommend investors to focus on office and industrial prop-
erties. Investments in retail markets have in our opinion a less
attractive risk-return profile. In any case, investors should under-
stand the local demand and supply conditions before investing.

Rental growth supported by economic
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Office markets
Historically low vacancy rates, but slight increases likely

Market insights:

The office market has attracted the lion’s share of investors’
money since 2015 (60% of the total volume). According to
Colliers, prime yields for office space are 4.25% in Prague,
4.5% in Warsaw and 5% in Budapest. Krakow and Wroclaw,
Polish regional centers, follow with prime yields just below 6%.
Therefore, the yields are compelling as compared to about 3%
in Western Europe.

Increasing labor and construction costs have supported rental
growth in some Polish cities. Prime rents in Warsaw average
24 EUR/m2/month, slightly higher than in Prague. In Polish
regional cities rents are considerably lower, at 15 EUR/m2/
month. This is the level of A class offices in Budapest, as well.

Vacancy rates have been falling in CEE markets. In Prague, the
share of vacant offices is the lowest among the three capital
cities. It fell from 16% in 2015 to below 5% in 2019. In
Budapest, 6% of stock is empty, a third of what was available in
2012. The Polish office market has the highest vacancy rates in
the region. In Warsaw, 8.2% of the stock is vacant, the lowest
number since 2012 according to Colliers. In regional cities, 9%
of the existing spaces are empty on average.

The demand for newly constructed surfaces should remain
robust after 2020, in our view, given the positive economic
growth expectations. In particular, employment growth in the
business services sector is strong. Central European markets are
still trailing their Western counterparts with respect to the stock
of modern office spaces. New take-up demand is expected to
absorb the biggest portion of new area. A continued relocation
from older to modern high-quality offices is expected.
Consequently, rental growth will likely remain positive, in our
opinion. This should support further investor demand and yield
compression.

Risks:

New surfaces under construction are considerable though,
according to Colliers. Until 2021, new supply is expected equiv-
alent to 10% of the current stock in Prague, 15% in Budapest
and 20% in Warsaw. In most Polish regional markets supply
growth may be even more considerable.

While a high portion of spaces under construction is pre-let,
new take-up demand has likely peaked in 2018 already. Hence,
we believe vacancy rates have reached a trough and may
slightly increase. Hence, an ongoing economic growth after the
recession in 2020 is prerequisite.

Investment view:

The office markets in the CEE region still offer attractive
investment opportunities, in our view. Relatively high income
stream and further yield compression in market average will
likely benefit potential property owners.

Unless a long-term economic recession hits the region, which
is not our base case, the risks of falling rents and capital losses
are manageable. However, expected new supply entering local
markets needs to be considered.

Overall assessment: attractive
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Industrial markets
Beneficial infrastructure investments

Market insights:

The industrial prime yields have converged strongly in the
region, but remain higher than in Western Europe (e.g. below
4% in Germany, according to JLL in 2019). Investors can earn
about 5.5% in Prague, 6.5% in Warsaw and 7% in Budapest
according to Colliers.

Moreover, CEE warehousing and logistics should benefit from
ongoing massive infrastructure investments in the next few
years. Better motorway and railroad network, partially financed
by EU cohesion funds, increase the potential take-up demand
and support further yield compression.

The demand for logistics and warehousing spaces is further
supported by strong economic and e-commerce growth.

While the Polish logistics market benefits from its central
location between Western Europe and Russia, Hungary and
Czech Republic have a stronger focus on their internal markets.
Hence, the Polish logistics properties show higher levels of lig-
uidity.

Despite recent increases, operating costs in CEE, like rents or
salaries, are still lower than in Western Europe. For example
in Warsaw, the most expensive CEE city, prime rents are close
to EUR 5/m2/month, about 25% below the level in Munich,
Hamburg or Stuttgart.

Risks:

Due to the increasing supply of modern surfaces, vacancy
rates have risen. In Poland, more than 6% of current modern
stock are empty; in Czech Republic the rate is just below 5%,
according to Colliers. In Hungarian capital region, vacancy rates
headed downwards in 2019, to around 2%.

Vacancy rates are likely to continue to rise as new surfaces
under construction are considerable. According to Colliers, the
modern industrial stock may be extended by 10% in Poland
and Hungary over the next few quarters, and by more than 5%
in the Czech Republic.

While the risk of rising vacancies should not be ignored, we
expect the new supply to be well absorbed after the economic
recovery sets in in the second half of 2020.

Investment view:

Investments in industrial properties, with special focus on
logistics, offer attractive investment opportunities in our view.
We recommend investors to focus on locations targeted
by infrastructure investments that potentially benefit further
capital gains.

Overall assessment: attractive

Growing demand for goods
Goods transport, tonnes-kilometers, index 2000
= 100. Index for CEE is split by country.
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Retail markets
Prudence warranted

Market insights:

According to Colliers, shopping center prime yields are 4% in
Warsaw, 4.75% in Prague and 5.5% in Budapest, somewhat
lower than in previous years. Prime yields have hence reached
similar levels to Western Europe. E.g. in Germany, shopping
center prime yields are close to 4.5% according to JLL.

Household expenditures, purchasing power and retail sales in
Poland, Hungary and the Czech Republic have increased faster
than in Western Europe. This has supported the demand for
retail surfaces and led to a strong increase of new supply.

Prime rents in shopping centers are the highest in Prague and
amount to 150 EUR/m2/month according to CBRE. In Warsaw
and Budapest the level is slightly lower at roughly 120 EUR/m2/
month according to JLL. In other Polish regional markets, the
level is significantly below those values, at roughly 50 EUR/m2/
month.

Developers of shopping centers concentrate on multi-func-
tional projects incl. entertainment and catering amenities as
well. Traditional space concepts are less attractive and may
underperform.

Poland restricted the opening times of shopping centers last
year. They have to stay closed on most Sundays during the year.
This one-off event was already priced in by the appraisers: the
capital return in Poland was strongly negative in 2019.

Risks:

Retail markets, especially in the biggest cities, have reached
a high level of saturation. Therefore, new supply has been
trending down.

Following the experience of developed countries, take-up
demand may slow due to further growth of online shopping.
Although the level of e-commerce market penetration is lower
than in Western Europe, the turnover has been growing faster
than, for example, in Germany or France.

Investment view:

We recommend investors to remain cautious towards invest-
ments in secondary locations. Selectivity is key. At the local level
some properties may still be an attractive addition to diversified
portfolios.

We do not expect further yield compression. Hence, investors
should focus on stable income flows at the property level.

Overall assessment: unfavorable

Rapid e-commerce growth puts pressure on
retail space

B2C ecommerce turnover, index 2013 = 100.
Index for CEE is split by country.
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Residential markets
New opportunities arise

Market insights:

The rental residential market is less developed than in Western
Europe, as more than three quarters of the CEE population live
in owner-occupied homes.

Supply of new homes reached historically high levels in 2019,
but it is lagging the demand growth. Undersupply of modern
housing stimulates the price growth. Real wage growth, a more
attractive mortgage financing environment and increasing con-
struction costs (land, labor and material costs) all support higher
prices.

In Poland (average of 7 biggest cities), real housing prices
are 25% higher than in 2014. In Czech Republic, the growth
amounted to 30% and in Hungary almost to 90%. Currently,
housing in Prague is the most expensive: a square meter cost
there more than EUR 3,000/m2. Warsaw follows with prices
close to EUR 2,500/m2. In Budapest as well as in Gdansk and
Krakow, a square meter costs around EUR 2,000.

The growth in employment and the attractiveness of CEE job
markets for office locations have revealed a structural shortage
of modern residential rental units in urban centers.

In Warsaw as well as in other Polish cities, rental returns on the
primary market are estimated at between 5% and 6%. In the
Czech Republic however, such investments yield less than 4%
according to the Czech National Bank.

Risks:

Price growth has outpaced wage growth, and the affordability
of modern urban housing has decreased. Due to the current
lockdown, we expect the residential market to slow down this
year. Afterwards, we expect a positive price growth again but
at a slower pace than until now. The growth will likely shift to
cheaper suburban locations.

In the long term, the demand on the residential market may
suffer due to low population growth. Over the last decade, the
total population in Poland, Czech Republic and Hungary has
stagnated. According to World Bank forecasts, the population
is expected to shrink, with Poland and Hungary affected the
most.

There are differences in landlord-tenant laws between Poland,
Czech Republic and Hungary. Investors are advised to contact
local market specialists.

Investment view:

Given the high number of completions and rising land prices,
investors should focus on value-add properties, incl. redevelop-
ments or restructurings.

Investors should focus on locations, where international com-
panies are actively investing.

Overall assessment: balanced

Residential property prices are on the rise
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Non-Traditional Assets

Non-traditional asset classes are alternative investments that include hedge funds, private equity, real estate, and
managed futures (collectively, alternative investments). Interests of alternative investment funds are sold only to qualified
investors, and only by means of offering documents that include information about the risks, performance and expenses of
alternative investment funds, and which clients are urged to read carefully before subscribing and retain. An investment in an
alternative investment fund is speculative and involves significant risks. Specifically, these investments (1) are not mutual funds
and are not subject to the same regulatory requirements as mutual funds; (2) may have performance that is volatile, and
investors may lose all or a substantial amount of their investment; (3) may engage in leverage and other speculative investment
practices that may increase the risk of investment loss; (4) are long-term, illiquid investments, there is generally no secondary
market for the interests of a fund, and none is expected to develop; (5) interests of alternative investment funds typically will be
illiquid and subject to restrictions on transfer; (6) may not be required to provide periodic pricing or valuation information to
investors; (7) generally involve complex tax strategies and there may be delays in distributing tax information to investors; (8)
are subject to high fees, including management fees and other fees and expenses, all of which will reduce profits.

Interests in alternative investment funds are not deposits or obligations of, or guaranteed or endorsed by, any bank or other
insured depository institution, and are not federally insured by the Federal Deposit Insurance Corporation, the Federal Reserve
Board, or any other governmental agency. Prospective investors should understand these risks and have the financial ability and
willingness to accept them for an extended period of time before making an investment in an alternative investment fund and
should consider an alternative investment fund as a supplement to an overall investment program.

In addition to the risks that apply to alternative investments generally, the following are additional risks related to an
investment in these strategies:

e Hedge Fund Risk: There are risks specifically associated with investing in hedge funds, which may include risks associated
with investing in short sales, options, small-cap stocks, “junk bonds,” derivatives, distressed securities, non-U.S. securities
and illiquid investments.

e Managed Futures: There are risks specifically associated with investing in managed futures programs. For example, not all
managers focus on all strategies at all times, and managed futures strategies may have material directional elements.

e Real Estate: There are risks specifically associated with investing in real estate products and real estate investment trusts.
They involve risks associated with debt, adverse changes in general economic or local market conditions, changes in
governmental, tax, real estate and zoning laws or regulations, risks associated with capital calls and, for some real estate
products, the risks associated with the ability to qualify for favorable treatment under the federal tax laws.

e Private Equity: There are risks specifically associated with investing in private equity. Capital calls can be made on short
notice, and the failure to meet capital calls can result in significant adverse consequences including, but not limited to, a
total loss of investment.

e Foreign Exchange/Currency Risk: Investors in securities of issuers located outside of the United States should be aware that
even for securities denominated in U.S. dollars, changes in the exchange rate between the U.S. dollar and the issuer’s “home”
currency can have unexpected effects on the market value and liquidity of those securities. Those securities may also be
affected by other risks (such as political, economic or regulatory changes) that may not be readily known to a U.S. investor.
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Appendix

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by FINMA in
Switzerland) or its affiliates ("UBS"). The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment
research.

Generic investment research - Risk information:This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell
any investment or other specific product. The analysis contained herein does not constitute a personal recommendation or take into account the particular investment objectives,
investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions. Different assumptions could result in materially different results.
Certain services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All
information and opinions expressed in this document were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied,
is made as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates and market prices indicated are
current as of the date of this report, and are subject to change without notice. Opinions expressed herein may differ or be contrary to those expressed by other business areas or
divisions of UBS as a result of using different assumptions and/or criteria.

In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following
purposes (i) valuation or accounting purposes; (i) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or (iii) to measure
the performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of defining the asset allocation
of portfolio or of computing performance fees. By receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use this
document or otherwise rely on any of the information for any of the above purposes. UBS and any of its directors or employees may be entitled at any time to hold long or short
positions in investment instruments referred to herein, carry out transactions involving relevant investment instruments in the capacity of principal or agent, or provide any other
services or have officers, who serve as directors, either to/for the issuer, the investment instrument itself or to/for any company commercially or financially affiliated to such issuers.
At any time, investment decisions (including whether to buy, sell or hold securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in
UBS research publications. Some investments may not be readily realizable since the market in the securities is illiquid and therefore valuing the investment and identifying the risk
to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS, into other
areas, units, divisions or affiliates of UBS. Futures and options trading is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment
may occur. Past performance of an investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may be
subject to sudden and large falls in value and on realization you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may
have an adverse effect on the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales
personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information.

Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and makes no representations as to
the tax treatment of assets or the investment returns thereon both in general or with reference to specific client's circumstances and needs. We are of necessity unable to take
into account the particular investment objectives, financial situation and needs of our individual clients and we would recommend that you take financial and/or tax advice as to
the implications (including tax) of investing in any of the products mentioned herein.

This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly prohibits the distribution and transfer of
this material to third parties for any reason. UBS accepts no liability whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material.
This report is for distribution only under such circumstances as may be permitted by applicable law. For information on the ways in which CIO manages conflicts and maintains
independence of its investment views and publication offering, and research and rating methodologies, please visit www.ubs.com/research. Additional information on the relevant
authors of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are available upon request from your client advisor.
Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate environmental, social and governance (ESG)
factors into investment process and portfolio construction. Strategies across geographies and styles approach ESG analysis and incorporate the findings in a variety of ways.
Incorporating ESG factors or Sustainable Investing considerations may inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would
be consistent with its investment objective and other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or
higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio manager, and the investment opportunities available to such
portfolios may differ. Companies may not necessarily meet high performance standards on all aspects of ESG or sustainable investing issues; there is also no guarantee that any
company will meet expectations in connection with corporate responsibility, sustainability, and/or impact performance.

Distributed to US persons by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland AG, UBS Europe SE, UBS Bank, S.A., UBS Brasil Administradora
de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS Securities Japan Co., Ltd, UBS Wealth Management Israel Ltd and UBS Menkul Degerler AS are affiliates of
UBS AG. UBS Financial Services Incorporated of Puerto Rico is a subsidiary of UBS Financial Services Inc. UBS Financial Services Inc. accepts responsibility for the content of
a report prepared by a non-US affiliate when it distributes reports to US persons. All transactions by a US person in the securities mentioned in this report should
be effected through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents of this report have not been and will not
be approved by any securities or investment authority in the United States or elsewhere. UBS Financial Services Inc. is not acting as a municipal advisor to any
municipal entity or obligated person within the meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule") and the opinions or views
contained herein are not intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule.
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