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Bricks and mortar

— Real estate is probably the most familiar and commonly understood asset class. The seeming
simplicity of the asset class draws strong attraction from investors.

— According to Ibbotson and Siegel (1983), more than half of global wealth is in real estate.

— According to Preqin, 2019 was the record year for capital raising for real estate funds — USD151bn
by 295 funds.

— There are different estimates of recommended portion of real estate in a diversified institutional
investor portfolio, most of them are in the 5-15% range.
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Use cases — Who is investing?

— 87% of public pension funds invest in real estate;

— Average allocation to real estate in pension fund portfolios is 9.3% for private sector (with targets
of 10.2%) and 9.7% for public pension funds (with targets 10.3%);

— UK pension funds:10-15% AuM, down from 20% in 60—70s;
— 30% of pension funds invested in listed real estate;

— 76% of endowment plans are active in real estate;

— 68% — insurance companies;

— 60% — sovereign wealth funds (e.g., Norges — 2.6% of AuM);
— 48% — family offices.
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Number and value of deals quintupled
The value and number of deals in real estate nearly quintupled over the last 10 years.

Global Private Equity Real Estate Deals, 2006-2019
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Most frequently quoted reasons

Cash component Inflation protection Diversity of outcomes

— Large proportion of
return from real estate
is derived from rent.

— Typically, real estate
investment offers
some inflation
protection

— Interest rate changes
and availability of
credit impact
valuations

— Relatively low
correlation with other
assets

— Attractive risk adjusted
returns

— Geography of location
of the real estate is
strong determinant of
its value

— Purpose of use has
significant impact on
yield and price
performance
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Yield and returns characteristics
Dividend income component is higher for FTSE EPRA Nareit Developed Index than for FTSE Developed
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Source: FTSE Russell. Data from 29" December 2005 to 15" March 2018. Past performance is no guarantee of future results. See end of presentation for legal disclosures.

Index Total return, % p.a. Price return, % p.a. Dividend income, % p.a.
FTSE Developed 7.00 4.32 2.68
FTSE EPRA Nareit Developed 6.77 2.70 4.07

Source: FTSE Russell. Annualized returns are calculated for the period from 18 February 2005 to 30 August 2019. Past performance is no guarantee of future results.
Please see the end for important legal disclosures.
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Inflation protection

— Low inflation and inflation expectations
— Academic research suggests that:
— There could be periods of diversion between real estate prices and inflation;
— Residential real estate has generally been a good protector against inflation;
— Office space and industrial generally have not been good in protecting against inflation;
— Retail generally good protection but worse than residential.
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Real estate index performance — Comparison
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Diverse return outcomes in sector segments
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Variable performance of different segments

Drawdowns and performance since the GFC of selected FTSE EPRA Nareit indexes (%)

Index Drawdown Bounce back

Total p-a.
Diversified 63.8 413 17.2
Healthcare 23.0 440 16.9
Self-storage 41.7 816 24.7
Retail 73.2 674 31.8
Industrial 85.8 1,178 26.8 :
Office 63.1 427 17.5
Residential 59.1 808 234
FTSE EPRA Nareit Global 71.2 388 16.6
FTSE Global All Cap 58.4 314 17.3

Source: FTSE Russell. Data from 29 December 2005 to 30 August 2019. Drawdown is calculated as the largest drop. Bounce back is calculated from the lowest point at the time of the GFC to the highest point

after that. Past performance is no guarantee of future results. Please see the end for import ant legal disclosures.
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Valuation methods: Listed vs unlisted

— Similar basis. Theoretically, wrapping should not influence the valuation of the asset. Other things being equal

listed or unlisted funds should provide the same valuation.

— Valuation methods. Different methodology of valuation of listed and unlisted funds. Market valuation versus

expert valuation. Lagged valuation versus live valuation.

— Financial leverage. Leverage is used to enhance returns and it may distort the comparison if not taken into

account appropriately.

— Practical studies. Review of actual of portfolios of pension funds in the US and Europe by Beath and Flynn.

Statistic Netherlands UK Other European

Listed Unlisted Listed Unlisted Listed Unlisted
Average gross return, % p.a. 11.17 3.80 11.71 6.47 10.17 7.66
Average cost, % p.a. 0.28 1.14 0.78 0.69 0.24 0.46
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Listed real estate — Flexible and ease

— Ease of access. Acquisition (and sale) of an entire piece of real estate is a lengthy process.

— Liquidity. Quick sale typically means a hefty discount in case of unlisted real estate. Some funds
have to sell.

— Tactical changes. An investor in listed real estate can enter and exit desired segments of real estate.

— Diversification. Require smaller amounts money to achieve wide geographical and sector
diversification.

— Operational expertise. Operating real estate assets is not as simple as it may seem. International
diversification would add an extra level of complexity on top of this.

— Cost of holding. There are extra costs involved with holding an unlisted asset, for example valuation
which is not as straightforward as it is with listed shares.

FTSE Russell 16




4. Real estate dynamics




nvesting in listed real estate

Structural changes affecting real estate

— E-commerce. Shifting shopping patterns impact real estate use.
— Employment patterns. Employment practices change nature and demand for real estate.
— Environmental concerns. “Green” trends impact on real estate.

FTSE Russell

18
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Going “Green” without sacrificing returns
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Conclusions

— Real estate provides investors with high yield and some inflation protection.

— Listed vs unlisted performance is similar in long term.

— Variability in geographical and sector segmental returns provides an opportunity.
— Real estate is not statics, watch the trends.

For more info, see: Investing in listed real estate. Practical considerations. November 2018. FTSE Russell.
https://www.ftserussell.com/research/investing-listed-real-estate
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Disclaimer

© 2023 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell
Company (“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE Canada”), (4) FTSE Fixed Income Europe Limited
(“FTSE FI Europe”), (5) FTSE Fixed Income LLC (“FTSE FI”), (6) The Yield Book Inc (“YB”) and (7) Beyond Ratings S.A.S. (“BR”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI, FTSE Fl Europe, YB and BR. “FTSE®”, “Russell®”, “FTSE Russell®”, “FTSE4Good®", “ICB®”, “The Yield
Book®”, “Beyond Ratings®” and all other trademarks and service marks used herein (whether registered or unregistered) are trademarks and/or service marks owned or licensed by the
applicable member of the LSE Group or their respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB or BR. FTSE
International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator.

All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE Group, from sources believed by it to be accurate
and reliable. Because of the possibility of human and mechanical error as well as other factors, however, such information and data is provided “as is” without warranty of any kind. No
member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly, or
impliedly, either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be obtained from the use of FTSE Russell products, including but not
limited to indexes, data and analytics, or the fitness or suitability of the FTSE Russell products for any particular purpose to which they might be put. Any representation of historical data
accessible through FTSE Russell products is provided for information purposes only and is not a reliable indicator of future performance.

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage in
whole or in part caused by, resulting from, or relating to any error (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing,
editing, transcribing, transmitting, communicating, or delivering any such information or data or from use of this document or links to this document or (b) any direct, indirect, special,
consequential or incidental damages whatsoever, even if any member of the LSE Group is advised in advance of the possibility of such damages, resulting from the use of, or inability to
use, such information.

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing in this document should be taken as
constituting financial or investment advice. No member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any representation regarding the
advisability of investing in any asset or whether such investment creates any legal or compliance risks for the investor. A decision to invest in any such asset should not be made in
reliance on any information herein. Indexes cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell or hold that asset nor confirmation that
any particular investor may lawfully buy, sell or hold the asset or an index containing the asset. The general information contained in this publication should not be acted upon without
obtaining specific legal, tax, and investment advice from a licensed professional.

The information contained in this report should not be considered “research” as defined in recital 28 of the Commission Delegated Directive (EU) 2017/593 of 7 April 2016 supplementing
Directive 2014/65/EU of the European Parliament and of the Council (“MiFID II”) and is provided for no fee.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the results of the actual trading
of investable assets. Certain returns shown may reflect back-tested performance. All performance presented prior to the index inception date is back-tested performance.

Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was officially
launched. However, back-tested data may reflect the application of the index methodology with the benefit of hindsight, and the historic calculations of an index may change from month
to month based on revisions to the underlying economic data used in the calculation of the index.

This document may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be inaccurate. Such
forward-looking assessments are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially. No member of the LSE Group
nor their licensors assume any duty to and do not undertake to update forward-looking assessments.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise,
without prior written permission of the applicable member of the LSE Group. Use and distribution of the LSE Group data requires a licence from FTSE, Russell, FTSE Canada, FTSE FI,
FTSE FI Europe, YB, BR and/or their respective licensors.

About FTSE Russell (LSEG)

FTSE Russell is a leading global provider of index and benchmark solutions,
spanning diverse asset classes and investment objectives. As a trusted
investment partner we help investors make better-informed investment
decisions, manage risk, and seize opportunities.

Market participants look to us for our expertise in developing and managing
global index solutions across asset classes. Asset owners, asset managers,
ETF providers and investment banks choose FTSE Russell solutions to
benchmark their investment performance and create investment funds, ETFs,
structured products, and index-based derivatives. Our clients use our solutions
for asset allocation, investment strategy analysis and risk management, and
value us for our robust governance process and operational integrity.

For over 35 years we have been at the forefront of driving change for the
investor, always innovating to shape the next generation of benchmarks and
investment solutions that open up new opportunities for the global investment
community.

To learn more, visit Iseg.com/ftse-russell; email info@ftserussell.com;
or call your regional Client Service team office:

EMEA
+44 (0) 20 7866 1810

North America
+1 877 503 6437

Asia-Pacific

Hong Kong: +852 2164 3333
Tokyo: +81 3 6441 1430
Sydney: +61 (0) 2 7228 5659
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