








Opening doors to the future®

Preferred Equity Developments: There are currently two primary preferred equity options.

First, UDR makes an equity investment in a development project that is typically underway or close
to commencing construction. We assume no construction cost risk, are paid a preferred return on
our investment throughout the construction phase and secure a fixed price purchase option
contract on the project.

Second, UDR provides preferred equity financing to a developer and is paid a preferred return on
its investment.

In May 2015, we invested with a well-known developer in a $559 million (total going-in valuation) West
Coast Development Joint Venture. This served as our initial preferred equity investment and included
five development projects totaling 1,533 apartment homes located in Seattle and California.
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We like these types of innovative investments as they complete our real estate investment portfolio
between stabilized acquisitions and long-cycle development, they generate a competitive current
return and they provide us with a discounted price relative to market if we choose to acquire the
project. Moving forward, we expect that the continued tightening and repricing of bank construction
lending will translate into more accretive opportunities for UDR.

Balance Sheet

We continued to strengthen our credit metrics in 2016. At year end, our debt-to-enterprise value and
net debt-to-EBITDA were 23.9% and 5.1x, respectively, which represented vyear-over-year
improvements of 170 bps and 0.6x, respectively. Gradual operating growth, development earn-in and
a $174 million equity offering in March 2016 that occurred in conjunction with our S&P 500 inclusion,
were the primary drivers of the improvement.
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In August 2016, we enhanced our forward debt maturity schedule by issuing $300 million of 10-year
unsecured debt at 2.95%; which was very strong pricing and prescient timing given the rise in interest
rates following the November presidential election. As of December 31, 2016 we had $3.4 billion of
debt outstanding at a 3.79% average interest rate and with average years to maturity of 5.3.

Our unsecured ratings (S&P: BBB+; Moody’s: Baal) are strongly investment grade and place us in a
position to garner efficient pricing should we choose to issue debt in the future. We feel good about
where our leverage metrics are currently and continue to believe that a safe, flexible and liquid balance
sheet is essential to generating predictable earnings and dividend growth over time.

Senior Executive Changes

Joe Fisher joined UDR in early 2017 as Chief Financial Officer. Mr. Fisher brings an extensive
background in public and private real estate to UDR. Prior to joining us, he was a member of the
Deutsche Asset Management real estate securities team since 2007, and served as Co-Head of the
Americas and Co-Lead Portfolio Manager. We are excited to have Joe on the team and believe that his
talents will continue to progress UDR forward in the years ahead.

Tom Herzog, UDR’s Chief Financial Officer prior to Joe’s arrival, was recently named Chief Executive
Officer at HCP, Inc., a large healthcare REIT that is listed on the New York Stock Exchange. We all
appreciate the contributions Tom made to UDR during his time as CFO and wish him the best in all of
his future endeavors.

Board of Directors

We have a highly skilled Board of Directors comprised of 10 members, nine of which are independent,
with a wide range of expertise that help to guide our management team and the strategic direction of
UDR. We are grateful for their wisdom and counsel.

GICS® Changes

2016 was a revolutionary year for public real estate companies as the real estate sector was given its
own Global Industry Classification Standard (“GICS®”). GICS® is the industry classification methodology
used by S&P for their proprietary stock market indices and serves as one of the primary classification
systems for equities for investors around the world. The reclassification of real estate stocks from the
Financials GICS® sector to its own sector represented the first change to S&P’s classification system
since it was created in 1999. This change is a positive development for real estate stocks, and equity
REITs in particular, as generalist investors continue to re-weigh their portfolios toward real estate
stocks in order to not meaningfully deviate from benchmark indices.
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Looking Ahead

As we look ahead to 2017, our outlook appears very similar to 2016. We continue to believe that
apartments are a great business and have many years of solid growth ahead. Overall, demographics
and supply/demand fundamentals remain very strong in many of our markets. We feel very good
about where UDR is positioned in the current environment and expect that our best-in-class operating
platform and diversified portfolio will continue to provide us with the firepower to outperform our
apartment peer group.

In closing, UDR has the right strategy and team in place to continue creating long-term value for our
shareholders. Four of our five senior executives have worked together in one capacity or another for
the past 16 years and our corporate and site associates are, in my opinion, the best in the industry. In
closing, | would like to thank all of my associates and Board Members for their hard work in making
2016 another great year for UDR. | look forward to what 2017 will bring.

Thank you for your support,

Thomas W. Toomey
President and Chief Executive Officer
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