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Smarter Real Estate Markets: A Comparison of the Dutch & UK Markets

Agenda

= Market Transparency

= Some explanations:

Liquidity

Cross-Border investment
Returns Data

Valuation Practice

= Summary/Conclusions

- Information sharing
- Approach of Valuers
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Real Estate Transparency Index
A Brief History

Global Real Estate Transparency Index first
published in 1999
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Real Estate Raises the Bar

JLL

= Helps investors, corporate occupiers and
retailers anticipate challenges of transacting,
owning or operating in a foreign market

= Provides a gauge for governments and
industry organisations to improve
transparency in home markets
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Global Real Estate Transparency Index 2014
Incorporating 115 different factors

Composite
Score

5 Sub-Indices

Performance Market Governance of Transaction

Measurement Fundamentals Listed Vehicles Process

13 Transparency Topics

» Direct Property * Market * Financial * Regulation + Sales
Indices Fundamentals Disclosure + Land and Transactions

 Listed Real Data » Corporate Property * Occupier
Estate Securities + Offices, Retall, Governance Registration Services
Indices Industrial, Hotels, * Eminent Domain

» Unlisted Fund Residential » Debt Regulation
Indices

+ Valuations

115 individual questions and data-points for each market

www.jll.com/greti
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Transparency: A Key Consideration When Entering Any Market
JLL Global Real Estate Transparency Index

B
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Highly Transparent Transparent Semi-Transparent Low Transparency

Source: GRETI 2104, JLL, LaSalle Investment Management
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GRETI Index 2014 — Global Hierarchy

United Kingdom, United States, Australia, New Zealand, France,
Canada, Netherlands, Ireland, Finland

'!ﬁ Highly Transpam

Switzerland, Sweden, Germany, Singapore, Hong Kong,
Belgium, Denmark, Poland, Spain, Norway, South Africa, Austria, Italy, Portugal
Czech Republic, Hungary, Japan, Malaysia, Brazil (Tier I)

Taiwan, Romania, Israel, Slovakia, Greece, Turkey, China (Tier I), Thailand,

Russia (Tier 1), Philippines, Indonesia, India (Tier 1), Mexico, India (Tier Il),

South Korea, Puerto Rico, Brazil (Tier Il), Croatia, China (Tier Il), Botswana, Dubai, Semi Trans parent

India (Tier lll), Mauritius, Chile, Abu Dhabi, China (Tier Ill), Kenya, Cayman Islands,
Argentina, Qatar, Russia (Tier Il), Bahrain, Peru

Slovenia, Zambia, Colombia, Serbia, Bulgaria, Saudi Arabia,
Vietnam, Jordan, Russia (Tier Ill), Macau, Egypt, Panama, Ukraine, Kuwait,
Morocco, Uruguay, Costa Rica, Bahamas, Oman, Lebanon, Uganda*

Low Transparency

Ghana, Kazakhstan, Jamaica, Nigeria, Venezuela, Mozambique*, Guatemala,
Algeria, Dominican Republic, Tunisia, Pakistan, Belarus, Angola, Honduras,
Iraq, Ethiopia*, Mongolia*, Myanmar, Senegal*, Libya

* New Countries added to the 2014 Survey

rce: Jones Lang LaSalle, LaSalle Investment Management
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Real Estate Transparency Index and Corruption

A multi-dimensional measure closely correlated with corruption
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Real Estate Transparency Index and Investment Volumes
Transparency Rises with Investment Activity
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The World’s Most Transparent Countries, 2014
Both UK and NL have very high levels of transparency

2014 Composite

2014 Composite

Category Rank Market Score
1 United Kingdom 1.25
2 United States 1.34
3 Australia 1.36
sl 4 New Zealand 1.44
Transparent 5 France 1.52
6 Canada 1.52
7 Netherlands 1.57
8 Ireland 1.62
9 Finland 1.69
10 Switzerland 1.73
11 Sweden 1.79
Transparent 12 Germany 1.79
13 Singapore 1.81
14 Hong Kong 1.87

Source: JLL/LaSalle (2014)

Note: Scores: Highest = 1.25 / Lowest = 4.63. Ranks: Highest 1 / Lowest 102
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GRETI 2014: Comparison of UK and NL Scores
Both UK and NL have very high levels of transparency

® United Kingdom (Score 1.25 / Rank 1)

= Netherlands (Score: 1.57 / Rank 7) & 8. ¥ >
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D F T

Highest transparency > 1 ...
15
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25

3

35

4

4.5

Lowest transparency > 5

Source: JLL/LaSalle (2014)
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GRETI 2014: Comparison of UK and NL Scores
Two areas where differences in scores are concentrated
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Lowest transparency > 5

Source: JLL/LaSalle (2014)
Note: Scores: Highest = 1.25 / Lowest = 4.63. Ranks: Highest 1 / Lowest 102
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Area of difference 1: Investment performance measurement
Two areas where differences in scores are concentrated

m United Kingdom (Score 1.25/ Rank 1)
m Netherlands (Score: 1.57 / Rank 7)

Direct real estate performance

indices:

* |PD performance index with
good coverage and long
history for both countries.

* NL index less used and
trusted as the source of

Highest transparency > 1 ....

1.5 market performance.
2
2.5
3
35 Frequency of valuations:
4 * Valuations in the UK are
45 typically quarterly or monthly.
Lowest transparency > 5 « Valuations in NL are typically

conducted annually.

Source: JLL/LaSalle (2014)
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Area of difference 2: Regulatory & Legal
Two areas where differences in scores are concentrated

m United Kingdom (Score 1.25 / Rank 1) &5
£
Q~
m Netherlands (Score: 1.57 / Rank 7) &
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< Q&‘b N  Land registry:
, FEE L NL has a world-class land
& © F oV o & B° : Sl
& S e LRSS registry, but title insurance and
N > > g o .
éér@o%eQ & S & & & information on loans, liens and
. o . N > .
W T E NS &0 easements are not available.
Q‘0®°Q/°?$O\)OOO®Q\(\

 Data on real estate debt:
Time series on data on total RE

Highest transparency > 1 ..

15 debt outstanding, maturities, new
2 originations & type of lender are
2.5 longer than 10 years in UK
3 compared to 5-10 years in NL.
3.5
4
45 « Real estate taxation *  Einancial regulator:

penalties for non-compliance are
stricter in NL than in UK.

* Real estate contracts
Consistency and efficiency of
enforcement is very good in NL,
but leaves room for improvement

Source: JLL/LaSalle (2014)
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Cross Border Investment in Global Real Estate Markets
Transaction volumes for 2015

USA

28%

UK

39%

Germany 42%

Japan 20%

France 29%

China

Australia [N 45%
Canada - 7%

Hong Kong - 44% ® Domestic ® Cross-Border
% indicates proportion Cross-Border

27%

Norway . 2204,

Netherlands . 42%
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Billions of Euros

Source: JLL (Q4 2015)
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UK liquidity severely impacted in the downturn
Investment volumes in Netherlands more stable

Property Market Investment
Volumes (€m)
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UK shows consistently higher levels market evidence
Transaction Volume (by value) within IPD/MSCI Portfolios

Turnover as % of Portfolio Value
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Source: IPD/MSCI, LaSalle
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UK shows consistently higher levels market evidence
Transaction Volume (by numbers) within IPD/MSCI Portfolios

Number of Deals as % of Portfolio Assets
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Two Cycles v One: UK history since 1981, NL from 1996
Also UK Monthly since 1986 & Quarterly since 2001 v 2008

Total Returns % pa

30 -
25 -
20 -
15 -
10 -

-10 -

-15 -
-20 -

25
1981 1985 1989 1993 1997 2001 2005 2009 2013

—UK All Property ==NL All Property

Source: IPD/MSCI, LaSalle
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Basis of Valuation - Market Value
Clarifying some common misconceptions

What it is

International Valuation Standards definition of ‘Market Value’
& also RICS Red Book:

“"the estimated amount for which a property should exchange
on the date of valuation between a willing buyer and a willing
seller in an arm’s-length transaction after proper marketing
wherein the parties had each acted knowledgeably, prudently,
and without compulsion.*

In practice: what a property would be expected to sell for at
the valuation date with normal marketing

What it isn’t

A ‘Market Valuation’ is not formally

or necessarily):

1. An appraisal of worth
2. Along term / sustainable value

3. An economic analysis
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Purpose for which Valuations/Appraisals are carried out
Motivations of owner in instruction

Some examples

Preference of Owner
Purpose for Outcome Reason

Loan High Maximise loan amount
Unit Pricing Correct Fair price to buyers & sellers
Performance High ? Maximise performance fee

Low? Keep performance in reserve for future

Source: LaSalle
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UK & NL: A Contrasting Pattern of Value Movements
Recovery of capital values has barely started in the Netherlands

@4 2007 = 100
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Limits of appraisal data for measuring market risk/volatility
Only in UK is volatility similar between two types of indices

Valuation and Transaction-based Volatility
10 Years to End 2013
% B Transaction-linked index volatility

25
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Source: IPD/MSCI
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Smarter Real Estate Markets: A Comparison of the Dutch & UK Markets
Conclusions / Topics for Discussion

= Market Transparency: Both NL & UK ‘Highly Transparent’ but
latter slightly more transparent

- Explanation: Greater Liquidity & longer data sets

= Approach to Valuations:
- Output less sensitive to the market?
- Chicken or Egg?

» Role of ‘Big Data:’
- Potential but ‘No Panacea’
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Contact details: Robin Goodchild PhD FRICS
Tel +44 (0)20 7852 4390

E-mail robin.goodchild@lasalle.com

Real Estate Risks

Risks of investing in real estate include and are not limited to declines in real estate values, defaults by mortgagors or other borrowers and tenants, increases in property taxes and
operating expenses, overbuilding, fluctuations in rental income, changes in interest rates, possible lack of availability of mortgage funds or financing, extended vacancies of
properties, changes in tax and regulatory requirements (including zoning laws and environmental restrictions), losses due to costs resulting from the cleanup of environmental
problems, liability to third parties for damages resulting from environmental problems, and casualty or condemnation losses. In addition, the performance of the local economy in
each of the regions in which the real estate owned by a portfolio company is located affects occupancy, market rental rates and expenses and, consequently, has an impact on the
income from such properties and their underlying values. No investment strategy or risk management technique can guarantee return or eliminate risk in any market environment.

These targets are being shown for information purposes only and should not be relied upon to make predictions of actual future performances. The information supporting this
presentation has been obtained from third parties or is based upon sources believed to be reliable, but LaSalle does not assume any responsibility for, or make any representation or
warranty, express or implied as to the adequacy, accuracy or completeness of, any such information.

Important Notice

This information is intended to assist professional investors in deciding whether they wish to consider the real estate as an investment. This publication does not constitute an offer to
sell, or the solicitation of an offer to buy, any securities or any interests in investment funds sponsored by, or the advisory services of, LaSalle Investment Management and is subject
to correction, completion and amendment without notice. Any such offer, if made, will only be made by means of a confidential prospectus. The prospectus will include information
regarding investment risk and investors should have the financial ability and willingness to accept these risks. All information obtained from third party sources is believed to be
reliable and current, but accuracy cannot be guaranteed and we do not undertake to update any information contained in this document. All assumptions, figures and calculations
contained in the information must be independently verified by the professional investor. This publication has been prepared without regard to the specific investment objectives,
financial situation or particular needs of recipients. No legal or tax advice is provided. Recipients should independently evaluate specific investments and trading strategies. By
accepting receipt of this publication, the recipient acknowledges that this publication is confidential and agrees not to distribute, offer or sell this publication or copies of it and agrees
not to make use of the publication other than for its own general information purposes.

Copyright © 2016 LaSalle Investment Management. All rights reserved. No part of this publication may be reproduced by any means, whether graphically, electronically,
mechanically or otherwise howsoever, including without limitation photocopying and recording on magnetic tape, or included in any information store and/or retrieval system without
prior permission of LaSalle Investment Management.
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