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An investor's question

UDR, Inc. owns and operates apartment communities across the United States. The company
describes a strategy built around targeted markets, operating improvements, and adapting its
portfolio through acquisitions, sales, renovations, redevelopment, development, joint ventures,
and other investments. In the first half of 2026, UDR sold five communities, repurchased shares,
began a monthly common dividend, continued joint-venture and debt/preferred-equity activity,
and advanced a small development pipeline.

An outside investor reviewing the company after its second-quarter report faces a mixed signal.
UDR's same-store net operating income (NOI) returned to growth in Q2 and management raised
its full-year ranges. Yet first-half same-store NOI grew only 0.3%, new-lease rates remained
negative, and performance varied widely across regions. At the same time, sales and
repurchases are occurring alongside new investment and shareholder distributions.

Your task is to assess the strength of the evidence for UDR's capital-allocation and operating
model. How much confidence should an investor place in the Q2 improvement? What would you
monitor before concluding that portfolio recycling and current investment choices are creating
durable value? This is an investor assessment, not a claim that UDR management disclosed an
internal choice among these actions. The available information does not support a
valuation-based buy/sell recommendation.

The portfolio and the operating base

At June 30, 2026, UDR reported 54,173 homes in 162 consolidated communities and an
ownership interest in 8,720 homes in unconsolidated joint ventures and partnerships. That
venture total included 3,319 homes in preferred-equity entities (Q2 10-Q, p. 43). The figures
describe different ownership and economic interests; they should not be added as if every
home were directly operated and fully attributable to UDR.

UDR's same-store comparison covered 52,426 homes for Q2 and 52,341 for the first half. The
company applies a maturity and ownership definition: communities generally must have been
acquired or developed and stabilized before the comparison period and remain held; substantial
redevelopment, disposition, or other status changes can affect inclusion. Same-store results are
therefore a useful operating cohort, not a complete measure of every investment or economic
interest (Q2 10-Q, pp. 43, 54-55).
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Q2 improvement, against a modest first half

Company-reported Q1 2026 Q2 2026 H1 2026
same-store measure (Q1/Q2
releases, Q2 10-Q)

Revenue growth 0.9% 1.8% 1.3%
Expense growth 4.4% 2.6% 3.5%
NOI growth —-0.8% 1.4% 0.3%
Physical occupancy - 96.6% 96.6%

UDR also reported Q2 monthly income per occupied home of $2,642, up 2.0% year over year,
while average physical occupancy was down 0.2 percentage points (Q2 release, pp. 1-2). In its
Q2 discussion, management attributed the $7.0 million increase in same-store rental income to
several sources: rental rates contributed $2.4 million, reimbursements and other income $2.8
million, and lower bad debt as delinquent-home counts declined $2.3 million. Expenses
increased $3.2 million, reflecting items including property taxes, utilities, and personnel.
Same-store NOI margin was 68.6%, compared with 68.9% a year earlier. For H1, rental income
grew 1.3% while expenses grew 3.5%; vacancy loss increased $3.1 million (Q2 10-Q, pp. 54-55).

The lease-level data provide another view. Q2 effective blended lease-rate growth was 2.1%,
consisting of —0.6% on new leases and +4.2% on renewals. By region, blended growth was
+6.2% in the West and +3.3% in the Northeast, compared with —2.7% in the Southeast and
—1.7% in the Southwest. “Effective” rates account for concessions by recognizing them
straight-line over the lease term; they are not simply face rents. UDR reported annualized
turnover of 39.9%, compared with 41.3% a year earlier (Q2 supplement, Attachment 8(D), p.
14). The company defines effective rates relative to the prior resident's effective rent for the
prior lease term (Attachment 14(A), pp. 19-20). Separately, the COO said seasonally adjusted
resident retention reached a high of 60% (Q2 release, p. 2). Turnover and that retention
statement are different measures and do not disclose cohort-level behavior.

Management said blended lease-rate growth exceeded the upper end of its prior 1.5%-2.0%
outlook range, occupancy was in the mid-96% range, and “innovation income” increased at a
mid-single-digit rate. Those are management's statements, not independent evidence of
demand, pricing power, or the profitability of other-income initiatives.

The market picture is not uniform

UDR's Q2 same-store market table showed stronger performance in some regions and
contraction in others (Q2 release, pp. 3-4):

Region Share of Q2 revenue growth Q2 expense growth Q2 NOI growth
same-store NOI

West 32.4% 3.7% 3.7% 3.7%
Northeast 20.2% 3.0% 2.3% 3.4%
Mid-Atlantic 19.0% 1.6% 3.5% 0.6%
Southeast 12.5% -1.0% 1.0% —-2.0%
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Region Share of Q2 revenue growth Q2 expense growth Q2 NOI growth
same-store NOI

Southwest 10.9% -1.0% 1.1% —-2.2%

Other 5.0% 0.2% 4.7% -1.4%

For the first half, NOI grew 2.2% in the West and 2.0% in the Northeast, while it declined in the
Mid-Atlantic, Southeast, and Southwest. Eight markets generated approximately 75% of H1 NOI
(Q2 release, p. 3; Q2 10-Q, Item 1A, p. 60). Regional groupings may conceal differences among
metropolitan areas and properties; the filing does not provide a complete local supply,
absorption, concession, and employment explanation for the reported results.

As one directional reference, Equity Residential reported Q2 same-store revenue growth of
1.9%, expense growth of 3.0%, and NOI growth of 1.4% (EQR Q2 results, July 22, 2026). Its
portfolio, market weights, definitions, and transaction context differ from UDR's, so the headline
comparison does not establish relative operating quality.

Guidance and capital choices

After Q2, UDR raised its 2026 same-store guidance midpoint for revenue growth by 12.5 basis
points, lowered the expense-growth midpoint by 50 basis points, and raised the NOI-growth
midpoint by 50 basis points. The revised ranges were 0.75%-2.00% for revenue, 2.75%-3.75%
for expenses, and 0.00%-1.25% for NOI. FFO as Adjusted (FFOA) guidance rose by one cent at
the midpoint to $2.49-$2.57 per share (Q2 release, p. 1). These are management forecasts, not
realized results.

UDR's reported per-share measures diverged. Q2 net income was $0.21, FFO was $0.60, and
FFOA was $0.64; H1 results were $0.79, $1.23, and $1.25, respectively (Q2 release, pp. 1-2;
supplement, Attachments 1-2). H1 net income benefited from $193.1 million in real-estate sale
gains, compared with $47.9 million a year earlier (Q2 10-Q, pp. 51-52, 55). FFO and FFOA are
supplemental non-GAAP measures and are not operating cash flow or necessarily cash available
for distributions (Q2 supplement, Attachment 14(A), p. 19).

In H1, UDR sold four communities with 1,159 homes for $362.0 million gross and a Nashville
community with 206 homes for $41.5 million gross. It repurchased 8.2 million shares for
approximately $300.3 million through June 30. Three other communities were under contract
for $252.5 million gross; UDR said total 2026 dispositions would be approximately $656 million
if those sales closed as expected (Q2 10-Q, pp. 48-50; Q2 release, p. 2). The sales generate
proceeds and can produce accounting gains, but the reported totals do not establish the value
of assets sold relative to alternatives or the value created by reinvesting the proceeds.

The Q2 release also reported approximately 5.5 million repurchased shares at a
weighted-average $36.49 for $200.3 million during the quarter and after quarter-end. Since
repurchases resumed in September 2025, UDR reported approximately 11.5 million shares at
$36.32 for $418 million (Q2 release, p. 2; supplement, Attachment 11, p. 16). These
post-quarter release windows differ from the H1 filing total. Neither amount alone shows
whether repurchases were attractive at the share price paid.

Other activity included a $50 million mezzanine loan to a new Columbus Square joint-venture
partner with an 8.0% effective contractual return; UDR said its 50% joint-venture
ownership/economics remained unchanged. A Northern Virginia phase of 385 homes
commenced with an expected cost of $181.3 million. UDR's wholly owned development pipeline
included two projects and 685 homes, with a $314.9 million total budget and estimated
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completions from Q1 2027 through Q2 2029 (Q2 release, p. 2; supplement, Attachment 9, p. 15;
Q2 10-Q, pp. 48-49). Contractual rates, budgets, and expected completions are not realized
returns.

The company began a monthly common dividend in July at $0.145 per share, or $1.74
annualized. At June 30 it reported $5.8 billion in indebtedness, a 3.4% weighted-average
interest rate, 3.9 years weighted-average maturity, 5.0x fixed-charge coverage, 5.6x adjusted
net debt/EBITDAre, and $885 million in liquidity (Q2 release, p. 4; supplement, Attachment
4(B)-(C)). These measures provide financing context but do not identify an optimal dividend,
leverage, or investment policy.

What research can-and cannot-say

Academic studies help explain why new housing supply may affect rents, but do not provide a
UDR return forecast. Mense (2025) uses German housing completions, weather-driven delays,
and 6.9 million rental listings across 94 planning regions. The study estimates that a 1%
increase in new supply reduces average rent by about 0.19% in the short run. Its weather
instrument is weak for multifamily completions and mainly shifts single-family construction; the
market and institutions differ from UDR's U.S. portfolio.

Asquith, Mast, and Reed (2023) study large market-rate apartments near initially low-income
tracts in 11 U.S. central cities. Their quasi-experimental designs find nearby rent levels 5%-7%
below counterfactual trends after a building is completed. This is not a year-over-year rent
decline or a landlord's return; the neighborhood sample and outcome do not represent all UDR
markets or projects. Neither study estimates UDR's lease growth, NOI, or development yield.

Questions for discussion

1. What is the strongest evidence that UDR's operating results are stabilizing? What evidence
most challenges that interpretation?

2. How should an investor interpret positive renewal and blended effective rates alongside
negative new-lease growth and regional dispersion?

3. Does the disclosed mix of dispositions, repurchases, dividends, joint ventures, structured
credit, and development make the capital-allocation model more credible-or leave too many
returns unproven? What additional evidence would change your assessment?

4. Which two or three indicators should an investor monitor over the next year, and what
pattern would materially raise or lower confidence?
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