Assessing the REIT Phenomenon

Anna Zhong

Director — Asian Real Estate
Baring Asset Management (Asia) Limited
Guest speaker of Cornerstone Real Estate Advisers

October, 2008



1960

Congress
created
REITs,
making
iInvestments
in large-
scale,
Income-
producing
real estate
accessible
to all
Investors
via liquid
securities

1960-
1986

Industry
dominated
by
Mortgage
REITs due to
restrictions
on the
separation
of asset
ownership
and mgmt

1986

The Tax
Reform
Act
allowed
REITs to
both own
and
manage
their assets
asa
vertically
integrated
entity

US REIT Market Development

Mid-1990

The UPREIT
structure
spurred a
secular
wave of
Equity REIT
IPOs

Now

Nearly 200
REITs are
publicly
traded
covering all
major
geographic
regions and
property
sectors

1960

October 2008




US REITs Breakdown

Market Cap Breakdown by REIT Type Market Cap Breakdown by Property Sector
Specialty Office
7o 13%
Health Care
10% Industrial
7%
Hybrid RETs
1% Self Storage Mixed 10
6% v 304
Equity RETs Lodging/Resorts
4% 5% Shopping
. - Carters
Mortgage REITs Diversified 119
504 7%
Manufactured Regional Malls
Haomes / 0
10 \ | 13%
Apartments Free Standing
15% 2%

Source: NAREIT (index data as of Aug 31, 2008)
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U.S. REIT Lesson #1:

Investor Protection

100 5/50 Test -5
Shareholder shareholders cannot
Test hold more than 50% of
REIT

75% of Gross Income are
property related rents or
interests secured by
mortgages

75% of Assets in

—>
Real Estate

<N

90% Payout Ratio

on taxable income Make REIT
Election for tax
purpose

Source: NAREIT
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U.S. REIT Lesson #2:

Attractive Structure

Taxable income Taxable income

Corporation
Corporate
income tax

Taxable income

Taxable income

Cashin hand

REIT
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U.S. REIT Lesson #3:

Distinguishing Factors

Dividend yield of REITs vs. S&P 500 (1990-2006)
%
12

— S&PE00

10 FTSE MAREIT All REIT Index

%

Source: NAREIT
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U.S. REIT Lesson #4:

Assets Must Be Available

UPREIT Structure
Properties Operatin Cash
Existing Pa?tnershig < Newly
Partnership B (OP) P - formed REIT
Units in OP Units in OP

Units in OP SN REIT Shares
Exchange

Source: NAREIT
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1971

The first
Listed
Property
Trust — GPT
was listed on
the Australia
Stock
Exchange
(ASX)

LPT Market Development

1990 -
1996

Collapse of the
unlisted
property trust
market, the
Superannuation
Guarantee
(Administration)
Act 1992, and
economic
recovery
prompted a
flow of LPT
listings

Amendment
of
Corporations
Act to allow
takeover
bids for listed
trusts,
starting a
wave of
M&A
activities

2005-
2006

Growth in
active
income
streams,
overseas
asset
investments,
rise of
capital
recycling
model, and
growth in
wholesale
funds

2007 -
now

A number of
LPTs over-
extended
themselves,
resulting in
financial
difficulties as
debt costs
rise, dividend
cuts, asset
sales, etc.
Share prices
collapsed

1971

October 2008




LPT Breakdown

Market Cap Breakdown by Size

Small cap
LPTs
8%

Cther LPTs in
the ASX 200
Index
51%

WDC
41%

Market Cap Breakdown by Property Sector

Diversified
REMs
29%

Specialized
REITs
1%

Office REITs
9%

Residential
REMs
2%

Industrial
REMs

9%
' \Retail RETs

50%

Source: Australia Stock Exchange, Bloomberg (data as of Sep 29, 2008)
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LPT lesson #1:

Growth and Complexit

Fund
Management
Fees

. Asset
Collecting Management
Fees
rents \\\‘ ‘(//
.. Financial
Asset —> <

7 ™

Yield Accretive T Asset

Disposal

Acquisitions

Transaction

Fees
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ASX 200 A-REIT Index
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Nov 2000

Amendments
made to the
Investment
Trust &
Investment
Corporation
Law, allowing
trusts to invest
in real estate

Mar 2001

Tokyo Stock
Exchange
(TSE)
established
a listing
system for
REITs to be
traded

Sept 2001

First two
JREITs listed
- NBF & JRE,
sponsored
by Mitsui
Fudosan &
Mitsubishi
Estate

JREIT Market Development

2001-Early
2007

JREIT
market
enjoyed
fast growth
in new
IPOs,
acquisition
& share

price
performan
ce

Late 2007 —
Now

JREITs
taking a
breather
amid
general
market
weakness

2000

October 2008




JREIT IPOs and Market Cap

JREIT IPOs JRAT Market Cap
45 4000
40 3500
35 3000
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"2]
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w 25 =
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- =
w— 20
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C
15
T 1000
10
500
- [ | |_| | |_| | | | | [ | _ e 2006 2007 Taal
2001 2002 2003 2004 2005 2006 2007 Total
‘I:IIPO MK Cap mCurrent Mk Cap (bn)

Source: Tokyo Stock Exchange, Bloomberg (data as of Sep 29, 2008)
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JREIT lesson #1:

Investor Education

“JREIT” A different Stable
another asset class? T —
- ividend or
Sl \ i growth?

Brand-name

Sponsor \

matters?

Underlying
<+ asset quality?

A

Low volatility? T (S)svr:iig >
property?
Domestic or
Foreign

manager?
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July 2002

Monetary
Authority of
Singapore
(MAS) issued
the first
edition of
Property
Fund
Guidelines

July 2002

First SREIT,
CapitaMall
Trust, listed
on the
Singapore
Exchange
(SGX)

Nov 2005

Amendments
made to the
Property Fund
Guidelines
relating to
gearing,
overseas
investments,

developments,

etc.

SREIT Market Development

Mar 2006

Successful
listing of
Allco REIT
started a
wave of
Cross-
border REIT
listings in
Singapore

2008

Favourable
REIT
legislations,
efficient listing
process,
good SREIT
track record
made
Singapore
one of the
most
successful REIT
markets in
Asia

2002

October 2008




SREIT 1POs and Market Cap

SREIT IPOs SREIT Market Cap
25 20.000
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2002 2003 20M 2008 2008 2007 2008 Total ‘EHFD Ik Cap @ Current Ve Cap

Source: Singapore Exchange, Bloomberg (data as of Sep 29, 2008)
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SREIT Lesson #1:

October 2008

Strong Government Support

Reasonable Withholding
Leverage Tax

\ /

Overseas

Investment —

Development
/ Business
Listing by
Foreigners

18



SREIT Lesson #2:

Regionally Minded

SREITs Market Cap Breakdown by Country

Australia
2%

China
2%
Hong Kong
e 2%

India
T 8%

Singapore

82% )
Indonesia

3%

Japan
1%

Source: Singapore Exchange, Bloomberg (data as of Sep 29, 2008)
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SREIT Lesson #3:

Early Success/ Good Track Record

A-REIT s Historical DPU
16 413
14 1275
11.68
12
9.56
10
w
£ 7.63 8.16
y 8
» 6
4
2
O T 1 1 I I
FY02/03 FY03/04 FY 04/05 FY 05/06 FY 06/07 FY07/08
(annualized)
Source: AREIT s investor presentation

Source: AREIT Investor Presentation, April 2008
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August
2003

Hong Kong
Securities
and Futures
Commission
(SFC) issued
the Code on
Real Estate
Investment
Trusts

Dec 2004

First HK REIT
IPO, the
Link REIT,
received
enthusiastic
investor
response,
but the
deal was
pulled due
to legal
issues

June 2005

Amendments
made to the
Code on Real
Estate
Investment
Trust relating
to gearing,
overseas
investments,
etc.

HK REIT Market Development

Nov 2005

Successful
listing of the
Link REIT
kicked off
the HK REIT
market

2008

Financial
engineering
and
lacklustre REIT
performance
undermined
REIT market
potential

2003

October 2008




HK REIT IPOs and Market Cap

HK REIT IPOs HK REIT Market Cap
8 70000
T £0.000
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Source: Hong Kong Exchange, Bloomberg (data as of Sep 29, 2008)
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HK REIT lesson #1:
Perceived Contlict of Interest
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HK REIT lesson #2:

Property YLD vs. Dividend YLD

Physical
3% NOI yleld <« property market
required rate of
return

Equity market

Financial Engineenqg required rate of
return

5% cost of 6% dividend

debt yield???
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Other Asian REIT Markets

Country REIT legislation # of Listed REITs
Thailand 2003 20
Malaysia 2005 13
South Korea 2001 6

Talwan 2003 8

Source: Bloomberg (data as of Sep 29, 2008)
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summary

e Supportive government and up-to-date legislations
e |nvestor protection and investor education

e Attractive REIT structure

e Asset class differentiation

« Avalilability of underlying assets

e Track record

e Local characteristics
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Disclaimer

The information in this document does not constitute investment, tax, legal or other advice or
recommendation or, an offer to sell or an invitation to apply for any product or service of Baring Asset
Management. We reasonably believe that the information contained herein is accurate as at the date of
publication but no warranty (express or implied) or guarantee is given as to accuracy. The information and
any opinions expressed herein may change at any time. This document must not be used, or relied on, for
purposes of any investment decisions. Baring Asset Management group and its affiliates/staff may own or
have positions in any investment mentioned herein or any investment related thereto and from time to time
add to or dispose of any such investment. This document may include forward-looking statements which are
based on our current opinions, expectations and projections as of the date on the cover hereof. We
undertake no obligation to update or revise any forward-looking statements. Actual results could differ
materially from those anticipated in the forward-looking statements.
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