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Sumitomo Mitsui Trust Research Institute Co., Ltd

From September to October, 2012, Sumitomo Mitsui Trust Research Institute Co., Ltd. conducted the
“Japanese Investor Survey on Real Estate Investment”.

Target investors of this survey and methodology

-Number of institutions to which questionnaires were sent:713

Of which, 542 institutions were pension funds, while 171 institutions were other institutional investors. “other
institutional investors” includes 100 banks (such as major banks, regional banks and trust banks) and 71 life
and non-life insurance companies. In this survey “other institutional investors” is referred to as “institutional
investors”.

- Number of institutions which responded: 137 (109 pension funds and 28 institutional investors) (response rate:19.2%)

- Survey period: September to October, 2012

- Survey method: Distribution and collection of questionnaires by post

Pension funds and Other Institutional investors Other Institutional investors
Insurance
e companiesl
Institutional 2
investors (43%)
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Banks
16
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109
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Respondents 137 Respondents 28

Executive summary of this survey
» Over 80% of the investors who responded to the survey had invested in alternatives (hedge funds, real
estate, private equity, infrastructure funds, etc.) This indicates the increasing penetration of alternative
investments. However, the number of investors who invested in real estate (44) was limited to
approximately half of the number who invested in hedge funds (83).

» As for their reason for investing in real estate, most respondents indicated it was due to the poor
performance of the traditional four asset groups (domestic bonds, domestic equities, foreign bonds, and
foreign equities). The respondents purpose for real estate investment included “to increase returns” along
with “diversification” and “to ensure stable cash flows.”

» Regarding real estate products which were expected to be added soon, or increased in the future, pension
funds planning to invest in “private placement funds for investment in domestic real estate (open-end)”
represented the largest share of respondents in that category. Meanwhile, the largest share of institutional
investors indicated that they were planning to invest in J-REITs. The Pension Funds are focusing on the
product characteristics of “private placement funds for investment in domestic real estate (open-end)”,
such as “smaller price fluctuations than listed products” and that a “certain redeemablity is maintained.”
Institutional Investors are likely to prefer J-REITs consisting of listed products for their current yields and
a liquidity equivalent to that of equities.

»  As part of the infrastructure requirements for real estate investment, a number of investors pointed to the
“assurance of and an increase in liquidity” and “adequate information disclosure.” Pension Funds that
invested in real estate most often selected the “accuracy and improved reliability of real estate appraisal
values” second to that they chose “assurance of and an increase in liquidity.” This reflects the demand for
greater reliability in response to the increased awareness of pricing problems in real estate investment
caused bythe decline in property values since 2007.
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Results of September 2012 Investor Survey on Real Estate Investment

* The “n” in the graph represents the number of valid responses.

1.Past investment experience and current policy in alternatives
(Questions directed at all the investors that were sent questionnaires)

a) Past experience in alternative investments

Of all respondents, 84% answered that they had invested in alternatives in the past, as for Pension Fund
respondents, 83% had investment experience in alternatives. This indicates their increasing penetration of
alternative investments.

[ Past experience in alternative investments]
All Respondents Only Pension Funds

16% n=137 17% n=109

Yes Yes

84% ENo 83% ENo

b) Reasons for not investing in alternatives

This question was directed at investors with no prior experience in alternative investments. Particularly among
Pension Funds, many investors replied “not included in targeted investments categories.” This suggests that a
notable number of Pension Funds are limiting their investments to traditional assets such as equities and bonds.
This was followed by “investment risk is high,” “liquidity is low,” and “information disclosure seems
inadequate.”

[Reasons for not investing in alternatives]

Pension funds : n=54 (Respondents18) Institutional investors : n=16 (Respondents3)

Notincluded in targeted investments categories ] : 12 -‘ total 15
Investment risk is high 1 7 : Pl total 9
Liquidity is low 1 6 l P total 8
Information disclosure seems inadequate | 4 .h total 6
Investment in traditional assets alone is enough 5
Lack of knowledge of alternative investments 5
Riskmanagement and monitoring system of company (fund) is inadequate 3 total 5
No appropriate benchmarks 3 total 4
Commissions and cost for investment companies are high 3 El total 4
No diversification benefit can be expected 2
Hard toselect a satisfactory investment company 2
Noinvestment product was found that conforms to our investment policy | 1
Laws and tax accounting system seem inadequate [Tl
Minimum investment unit is too large

No products have been offered by investment management companies and trust...

Others |1 total

0 5 10 15 20
Pension funds M Institutional investors
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c) Specific alternative investment products of investors currently investing in alternatives

Of all investors currently investing in alternatives, 83 respondents, the largest share,, answered that they had
invested in hedge funds. This answer was followed by “real estate” which accounted for half the number who had
invested in hedge funds. Pension Funds comprised 88% of all respondents in this category, which demonstrated
the importance of hedge funds as a major alternative investment for pension funds in Japan. As for Institutional
investors, real estate is evidently the most popular choice and forms the core of their investment strategy in
alternatives.

[ Specific alternative investment products of investors currently investing in alternatives])

Pension funds :n=162 (Respondents 81) Institutional investors : n=37 (Respondents 21)

| | | |
Hedge funds 73 total 83

Real estate 26 total 44
Private equity 23 total 30
Infrastructure 13
| Pension funds
h
Others 27 | total 23 M Institutional investors
0 20 40 60 80 100

2. Experience in and policy for _real estate investment
(Questions directed at Pension Funds and Institutional Investors that are currently invest in real estate)

a) Objectives of and the background behind real estate investment

As for the reason for investing in real estate, a particularly large number of the Pension Funds that are currently
investing in real estate answered “the performance of the traditional four asset groups is unsatisfactory.”

When both Pension Funds and Institutional Investors were asked about the objectives of their real estate
investment, “for diversification” ranked first as an answer, followed by “to ensure stable cash flows” and “to
increase returns.” A significant proportion of both Pension Funds and Institutional Investors selected the same top
three answers suggesting that there exists some generally shared objectives between them.

[ Background behind real estate investment (Pension Funds only) ] [ Objectives of real estate investment]

n=35(Respondents 23) Pension funds : n=49 (Respondents 24) Institutional investors :n=41

The performance of the traditional four l 14 ] ‘ |
asset groups is unsatisfactory For diversification total 33

Amount of assets under managementis
large

Toensure stable cash flows total 28

The fund is already mature 1

Need to reduce the burden on the

: Toincrease returns
corporate entity 1

21
The performance of other alternative

investments is unsatisfactory As a hedge againstinflation |37

Investment takes into account the

number of fund beneficiaries | Pension funds
Others 15 Others ’]'a total 3 M Institutional investors
‘ | ‘ : : :
0 5 10 15 20 0 10 20 30 40 50
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b) Breakdown of real estate assets under management

Of all respondent, 23 ranked both “private placement funds investing in domestic real estate (closed-ended)” and
“J-REITs” first, implying a general preference for domestic real estate investment. While Pension Funds selected
“private placement funds investing in domestic real estate (closed-ended)” as their primary assets, the first choice
of Institutional Investors was “J-REITs,” revealing their differing tendencies. More Pension Funds selected
“foreign REITs” than “J-REITs,” which indicated a tendency to diversify globally by using listed products.
Meanwhile, more than 10% of respondents selected “Private placement funds investing in domestic real estate
(open-ended),” indicating this category has had a growing popularity since their launch in 2010.

[ Breakdown of real estate assets under management]

Pension funds : n=46 (Respondents 25) Institutional investors : n=41(Respondents 21)

Private placement funds investing in domestic real estate (closed-ended) 17 total 23

J-REITs 7 total 23
Foreign REITs 9
Private placement funds investing in domestic real estate (open-ended) 6

total 11

total 10

Domestic real estate debt

Directreal estate 2 total

Fund of funds 3)

Private placement funds investing in foreign real estate (closed-ended) |1

Foreign real estate debt |1

Private placement funds investing in foreign real estate (open-ended) Pension funds mInstitutional investors

Others

c) Real estate products expected to be added soon or increased in future investments

The number of respondents that chose “Private placement funds investing in domestic real estate (open-ended)”
was the largest, at 14, of which 11 were Pension Funds. The latter are focusing on product characteristics such as
“smaller price fluctuations than listed products” and “a certain redeemablity is maintained.” Institutional Investors,
on the other hand, are likely to prefer J-REITs for their current yields and the fact that their liquidity is equivalent
to equities due to their listed status. A notable 13 respondents, of which 10 were Pension Funds, answered,
“nothing in particular,”. This indicates that a certain number of investors do not plan to increase their real estate
investments in the future, despite the fact that they are already holding real estate assets.

[Real estate products expected to be added soon or increased in future investments]

Pension funds : n=43 (Respondents 24)  Institutional investors :n=31(Respondents 21)

1 | |
Private placement funds investing in domestic real estate (open-ended) 11 total 14

J-REITs 1

Private placement funds investing in domestic real estate (closed-ended) total 7

Directreal estate 1 total 6

Domestic real estate debt total 6
Private placement funds investing in foreign real estate (closed-ended) 3 total 4
Private placement funds investing in foreign real estate (open-ended) ] 2 total 3
Fund of funds | 2 total 3
Foreignreal estate debt ] 2 total 3

Foreign REITs 2 total 2 Pension funds M Institutional investors

Others |1 total 2
Nothing in particular 1|0 F_ total 13

0 5 10 15
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3. Preferred real estate investment categories

(Questions directed at Pension Funds and Institutional Investors that invest in real estate)

(See the “Glossary” at the end of this document for “investment style,” “level of discretion of investment company
regarding investment timing and redeemability,” and “investment areas.”)

a) Investment style (risk level)
[ Investment style (risk level)]

The responses Of bOth PenSion Funds and Pension funds : n=27 (Respondents 22) Institutional investors :n=24 (Respondents 16)

Institutional Investors were concentrated in ] | ‘“
Core 20 total 35

“core” investments, which focus on stable
income. This suggests that domestic investors

h . Value-added
are drawn to less risk-averse investment styles. slue-adced |58 total 11

Opportunity

Development 1 total 2

0 10 20 30 40
Pension funds M Institutional investors

b) Redeemablity and the level of discretion of the investment management company
regarding investment timing

[ Redeemablity and the level of discretion of the investment

management company regarding investment timing]

“Fixed investment (closed-ended),” in which the

real estate invested in is fixed and generally not

Pension funds :n=29 (Respondents 21) Institutional investors :n=17 (Respondents 14)

redeemable, was the most popular response. This ] |

was followed by Hopen_ended inVBStment,” in Fixed investment (closed-ended) 13 total 20
which a certain redeemablity is maintained and 1

additional investments are made at the discretion Open-ended investment 10 total 19

of the investment company after investment. Very
few respondents selected “additional investment
(closed-ended)” or *“discretionary investment
(closed-ended),” which are generally not
redeemable and for which  the investment
company determines

the investment timing, reflecting their

low popularity among domestic investors.

Additional investment (closed-ended) 5 total 6

Discretionary investment (closed-ended) |1

0 10 20 30
Pension funds M Institutional investors

c) Investment areas

[Investment areas])

Regarding the geographical areas targeted for
investment, the “23 wards of Tokyo” ranked highest,

Pension funds : n=36 (Respondents 22) Institutional investors :n=31(Respondents 15)

. . T | |
with 25 responses, and the “Tokyo metropolitan 23 wards of Tokyo 12 total 25
area” ranked second, with 23 responses. The total Tolvo Metronoit 1 | | et 23
for these two comprised 70% of all responses, and oloo Metropolitan area. | B
notably few selected other areas for investment. This Kinkiarea |4 total 8
implies that most domestic investors consider Tokyo 1
and its surrounding areas to be more stable and Nagoyaarea |3 total 7
appropriate for investment than other areas. Local area

Others | 2 total 3

0 5 10 15 20 25 30

Pension funds M Institutional investors
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d) Types of properties to invest in
[ Types of properties to invest in]

Oﬁlces ranked hlgheSt among responses' Pension funds : n=75 (Respondents 22) Institutional investors :n=59 (Respondents 17)

followed by  “residential,”  “commercial |
facilities,” and “logistics facilities.” Among Office | 16| total 33
Pension Funds, “residential” was the first choice Residential 18 total 31

for many investors, perhaps due to their focus

’ it commercial facilities 12 total 2.
on stable cash flows and transaction liquidity. 1
logistics facilities 10 total 21
Health-care center 5

Residential care home | 5

Hotel 5 total 6 Pension funds

M Institutional investors

30

Others 4

40

e) Expected real estate investment period

Among Pension Funds, 41% of respondents, the most, chose “3 to 5 years.” This was followed by “5 to 7 years,”
selected by 36% of respondents. The total for these two groups comprised 77% of all responses for a period of “3
to 7 years”. Despite the general impression of real estate being a long-term investment, this result reveals that

many Pension Funds are opting out of long-term investments in their decisions regarding individual products.

Institutional Investors were divided between “more than 10 years,” which the most—38%—chose, and “3 to 5
years,” which was the second most popular option, chosen by 31%. This suggests that real estate investment
periods vary depending on the type of investor and the type of product invested in.

[ Expected real estate investment period]
Pension Funds

More tharl 1to 3 years, n=22
10years, 9% 5%
7to 10
years, 9%
3to 5 years,
41%
5to 7 years,

36%

f) Expected returns

The “overall yield expected from real estate
investment” was approximately 2% higher than
the “overall yield expected from all assets” for
Pension Funds and 3% higher for Institutional
Investors, reflecting the demand for relatively
high returns on real estate investment. The
“single-year dividend yield expected from real
estate investment” was generally at the same
level for both Pension Funds and Institutional
Investors, at 4.8% and 4.9%, respectively.
However, the “overall yield expected from real
estate investment” and “IRR (gross) expected
from real estate investment” were higher for
Institutional Investors. This may be a result of
Pension Funds focusing on income gains on

8.0%
7.0%
6.0%
5.0%
4.0%
3.0%
2.0%
1.0%
0.0%

Other Institutional Investors

1to 3 years, n=16
More than 13%
10years,
38%
3to 5 years,
31%
7to 12 5to 7 years,
years, 6% 13%
[ Expected returns]
7.6%
6.2%
o 5.6%
) a84.J
48% "
3.6%
3.2%
overallyield overallyield single-year IRR (gross)
expected from all expected from real dividend yield expected from real

assets

estate investment expected from real estate investment

estate investment
Pension funds B Institutional investors

real estate, in contrast to Institutional Investors’ expectations of a return on investment that includes

capital gains.
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4. Investor expectations for real estate investment management companies
(Questions directed at Pension Funds and Institutional Investors that currently invest in real estate)

a) Criteria for selecting an investment management company

The most popular criterion for selecting an investment company was “past investment results,” indicating the
emphasis on performance. This was followed by “credit” and “appropriate information disclosure.”

Among Pension Funds, most respondents chose “past investment results” and “risk management and compliance
system.” The tendency to focus on the “risk management and compliance system” has likely been increasing since
the AlJ scandal.

[ Criteria for selecting an investment management company]

Pension funds : n=144 (Respondents 23)

Pastinvestment results 16

Institutional investors :n=147 (Respondents 20)

total 34
total 30
total 28

Riskmanagement and compliance system 16 total 24
total 22

Ability to acquire properties |10 :i
Prompt reports and responses to investors 11 total 22

|
o |

Credit 13 |
Appropriate information disclosure 15 |

total 19
WS  total 17
total 16
total 15
total 14
total 12
total 12
total 10
total 9

Effectiveness of investment strategy 8
Investment philosophy 13

Quality of personnel organization
Prompt responses to changes in market conditions 7
Ability to obtain debt financing 4
Ability to explain products and risk 6
Quality of investment reports to explain

System to prevent conflicts of interest |2

Consistency of investment strategy Pension funds
Specific numerical targets for returns 3 M Institutional investors

Others |1

b) Necessity of regular asset valuation for real estate investment

Of all investors, 90% responded that “regular market valuation is necessary,” with 86% of Pension Funds
indicating this.

Valuation frequency was divided between “every quarter,
third of all respondents selecting each.

every half year,” and “once a year,” with generally a

[ Necessity of regular asset valuation for real estate investment]

All Respondents Only Institutional Investors

n=41 Regular n=22
Regular Not sure, market Not sure,
market o L 5%
S 5% valuation is 0
valuation is
not
not
necessary,
necessary,
o 9%
5%
Regular Regular
market market
valuation is valuation is
necessary, necessary,

90%

86%
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[ Frequency of asset valuation for real estate investment]
All Respondents

Every n=39 (Respondents 37)
three
years, 5%
Every
Oncea quarter,
year,33% 28%

Every half
year,33%

Only Pension Funds

n=19 (Respondents 19)

Oncea Every
year,37% quarter,
32%
Every half
year,32%

5. Open-ended private placement real estate funds
(Questions for all investors that were sent questionnaires)

a) Investor consideration for open-ended private placement real estate funds

Among investors who responded that they are not currently investing in real estate, 35% indicated that they had

never heard of an open-ended private placement real estate fund, and weren’t considering them.

However, there was a high recognition of this fund among investors who are currently investing in real estate, and
those who “have never heard of the name and are not considering them” were limited to 7%. The total of those
who responded that they were “interested” and “may possibly make an investment in the future” was 34%,
indicating a relatively high degree of interest among real estate investors in an open-ended private placement real

estate fund.

[Investor Consideration of investment in an open-ended private placement real estate funds]

(Questions directed at “investors that are NOT currently investing in real estate™)
All Respondents Only Pension Funds

) May possibly n=62 (Respondents 61)
May possibly n=65(Respondents 64) make the
- make the- Others, 3% investmentin Others, 3%
investment in the future,
the future,

11%

o
11% Have never Have never

Interested, 8% ‘ heard of the Interested, 8% heard of the

name and are name and are
not not
considering considering
9
Have heard of them, 35% them, 37%
. but Have heard of
€ name bu the name but
are not

. are not
considering

considerin
them, 43% g

them, 40%

(Questions directed at “investors that are currently investing in real estate™)
All Respondents

Have never n=41
heard of the

name and are

not considering

them, 7%

Only Pension Funds

Have never

heard of the
name and are
not considering
them, 10%

Others,20% Others,24%

May possibly Have heard of
make th the name but
i o e‘ Have heard of
investment in are not .
dori May possibly the name but
the future considering
! make the are not
17% them, 39% ) )
investment in considering
Interested, the future, Interested them, 38%
17% 19% nterested,

10%

n=21
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b) Awareness of open-ended private placement real estate funds
(Questions directed at “investors that are NOT currently investing in real estate™)
The most common answer was “don’t know/not sure,” demonstrating again the low level of recognition.

Pension funds : n=110(Respondents 63) Institutional investors:n=12 (Respondents 3)

Don’t know/not sure 37
1 |
Understand that liquidity is low due to restricted redemption 12 B total 13
A certainamount of liquidity can be expected despite restricted redemption | 11 | total 12
Appropriate for long-term investors (Pension Funds and Institutional Investors) | 11 | total 12

Although the equity price for redemption is calculated based on appraisal value, i
one can’t be sure the price is appropriate

Unlisted assets with a lower risk of price volatility than listed REITs 7
Limited range of available products 6

The leverage of many products is low and the refinancing riskis low | 4

A closed-end investment with a fixed investment period is a better match for our
investment position

Listed REITs with higher liquidity are more attractive |2 total 3
Hesitant toinvest due to less requirement for disclosure than listed J-REITs 1 total 3
Will make an investment decision after confirming performance |2 total 3

Despite the low liquidity, the yield is lower than listed REITs |1fl total 2

Concerned about a conflict of interest, as group companies are operating other

funds and listed J-REITs 10 total 2

The yield does not seem low, as the price volatilityis low |1
A product from which a sufficient return can be expected in exchange for the risk |1
The return is low

Others |2 fl total 3

0 10 20 30 40

Pension funds M Institutional investors
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c) Awareness of open-ended private placement real estate funds

(Questions directed at “investors that are currently investing in real estate™)

The answer “unlisted assets with a lower risk of price volatility than listed REITs” was selected the most, followed
by “a certain amount of liquidity can be expected despite restricted redemption.”

Pension funds : n=80(Respondents 24) Institutional investors : n=65 (Respondents 20)

Unlisted assets with a lower risk of price volatility than listed REITs 11

A certainamount of liquidity can be expected despite restricted redemption 10

total 23
total 22

Appropriate for long-term investors (Pension Funds and Institutional Investors) 10 total 2

Will make aninvestment decision after confirming performance 9

Understand that liquidity is low due to restricted redemption 7 total 11

The leverage of many products is low and the refinancing riskis low 7 total 11

Although the equity price for redemption is calculated based on appraisal value, 1 |

one can’t be sure the price is appropriate total 11
The yield does not seem low, as the price volatility is low 4 total 6

Concerned about a conflict of interest, as group companies are operating other |
funds and listed J-REITs 4 total 6

Limited range of available products 3 total 5

Don’t know/not sure | 2 total 4

A closed-end investment with a fixed investment period is a better match for our |

investment position 2 tota

w

Hesitant toinvest due to less requirement for disclosure than listed J-REITs | 1 total 2
A product from which a sufficient return can be expected in exchange for the risk | 1 total 2

Listed REITs with higher liquidity are more attractive

Despite the low liquidity, the yield is lower than listed REITs

. Pension funds
The return is low

7 M Institutional investors
Others 2 ‘ ‘

T T

0 5 10 15 20 25

10
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6. Investor reqguirements for real estate investment
(Questions for all investors that were sent questionnaires)

a) Current attitude toward real estate investment

The answer selected the most by “investors not currently investing in real estate” was “not planning to consider
real estate investments.” On the other hand, the top three responses of “investors currently investing in real estate”
indicated a positive attitude toward real estate investment. It may be concluded that investors that are already
investing in real estate tend to consider further investments in real estate, while those not investing in real estate
are not likely to consider such investments.

[ Current attitude toward real estate investment]
(Questions directed at “investors that are NOT currently investing in real estate™)

Pension funds : n=65 (Respondents 64) Institutional investors : n=3 (Respondents 3)

Not planning to consider real estate investments 34
Regarded as one of the investments to be considered 17 total 19
Less likely to be considered than other alternative investments 9 total 10

More likely to be considered than other alternative investments | 3

Planning to make investments in the future .
Pension funds

M Institutional investors
Others |2

(Questions directed at “investors that are currently investing in real estate™)

Pension funds : n=35(Respondents 24) Institutional investors : n=24 (Respondents 21)

Anarea to be considered for investment among all categories of ] | “
11 total 20

investment

More likely to be considered than other alternative investments 4 total 9

Will increase real estate investments in the future 4 - total 8

Will decrease real estate investments in the future 4 total 6
Despite apetite, we will not invest due to having reached real ] d
estate allocation limit 3 total 3
Less likely to be considered than other alternative investments 5
Due to bad past performance, we will not be investing for the 4
time being
Pension funds
Don’t regard real estate as an investment worth considering o )
i M Institutional investors
Others
T T
0 10 20 30

11
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b) Investor requirements for real estate investment

Irrespective of whether or not they invest in real estate, many investors selected aspects including “assurance of
and an increase in liquidity” and “adequate information disclosure” as part of the infrastructure requirements for
real estate investment.

A significant number of “Pension Funds currently investing in real estate” selected “assurance of and an increase
in liquidity,” which was followed by “the accuracy and improved reliability of real estate appraisal values.” The
results revealed that Pension Funds with experience in real estate investment are demanding reliable pricing for
real estate investments in response to the decline in real estate prices since the bankruptcy of Lehman Brothers.

[ Conditions and infrastructure requirements for real estate investment]
(Questions directed at “Pension Funds that are NOT currently investing in real estate™)

n=235(Respondents 62)

Assurance of and an increase in liquidity 47

Accuracy and improved reliability of real estate appraisal values 29

Offer of investment products that conform to our investment policy 27

Mechanism to control the risk of price volatility 24

|
Adequate information disclosure by the investment management company, trust bank, etc. 1 ‘
when investing ] ‘

Development of a real estate fund indicies to serve as a benchmark 13

Holding of seminars for pension funds on real estate investment 13

Investment ability of real estate investment management companies 12

Appropriate reports on investments provided by the investment management company, trust 1

bank, etc. during the investment period 12

Strengthening of the trust bank’s due diligence and monitoring functions 11

Expansion of the real estate product indicies that serves as a benchmark 9

The investment management company understands the investment requirements of pension 1
funds

Reduced commissions charged by real estate investment management companies 4
Skills of pension consultants need enhancing 4

Others 3

Questions directed at “Institutional Investors that are NOT currently investing in real estate™)

n=17 (Respondents 3)

Adequate information disclosure by the investment management company, etc.... 3

Appropriate reports on investments provided by the investment management... 3
Strengthening of the in-house due diligence and monitoring functions | 3
Accuracy and improved reliability of real estate appraisal values
Offer of investment products that conform to our investment policy
Investment ability of real estate investment management companies
Expansion of the real estate product indicies that serves as a benchmark
Development of a real estate fund indicies to serve as a benchmark

Assurance of and an increase in liquidity
Holding of seminars for institutional investors on real estate investment ] 1
Mechanism to control the risk of price volatility | 0
Reduced commissions charged by real estate investment management companies | 0
The investment management company understands the investment requirements of..._ 0

The presence of areal estate investment consultant | 0

Others | 0

12
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[ Infrastructure requirements for real estate investment]
(Questions directed at “Pension Funds that are currently investing in real estate”)

n=113 (Respondents 24)

Appropriate reports on investments provided by the investment | | ‘ | | | |
management company, trust bank, etc. during the investment period | | ‘ | |
Adequate information disclosure by the investment management
company, trust bank, etc. when investing | | ‘ | |

16
12
Investment ability of real estate investment management companies 11
Offer of investment products that conform to our investment policy 10
Accuracy and improved reliability of real estate appraisal values 10
Strengthening of the trust bank’s due diligence and monitoring functions 10
Assurance of and an increase in liquidity 9

Mechanism to control the risk of price volatility 8

Reduced commissions charged by real estate investment management | | ‘
companies | |

Development of a real estate fund indicies to serve as a benchmark 5
Skills of pension consultants need enhancing 5

Holding of seminars for pension funds on real estate investment 4

The investment management company understands the investment i |
requirements of pension funds

Expansion of the real estate product indicies that serves as a benchmark 2

Others 1

0 2 4 6 8 10 12 14 16 18

(Questions directed at “Institutional Investors that are currently investing in real estate™)

n=97 (Respondents 22)
[ | [ | | | | [
Assurance of and an increase in liquidity 17
Adequate information disclosure by the investment management i ‘ | ‘ | |
company, etc. when investing ‘ | ‘ | |
Appropriate reports on investments provided by the investment
management company, etc. during the investment period | ‘ | ‘ | |

12
12
Offer of investment products that conform to our investment policy 11
Investment ability of real estate investment management companies 11
Accuracy and improved reliability of real estate appraisal values 8
Strengthening of the in-house due diligence and monitoring functions 8
Mechanism to control the risk of price volatility 6

Expansion of the real estate product indicies that serves as a benchmark 5

Development of a real estate fund indicies to serve as a benchmark 3

The investment management company understands the investment i
requirements of pension funds
Reduced commissions charged by real estate investment management
companies

Holding of seminars for institutional investors on real estate investment 1
The presence of a real estate investment consultant | Q

Others | 0

13
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Definitions of Terms

Real Estate Investment:

«Investment in Privately placed real estate fund (refer to the Privately placed real estate fund below)
«Investment in listed REIT (Including both J-REIT and foreign REIT)
«Investment in real estate debt(Including domestic and foreign NRL)

«Fund of funds

Privately placed real estate fund:
The privately placed real estate fund is a structure under which investors’ funds are managed by professional investment managers.

In this report, commingled funds that are designed for multiple investors, and separate accounts, investment programs for single

investors are hoth categorized as privately placed funds. This does not include products governed by the Act Concerning

Designated Real Estate Joint Enterprises. Privately placed real estate fund is classified into the following 2 categories.

1. Level of discretion of investment company regarding investment timing and redeemablity

Closed-ended fund:

Fixed property type:
Additional acquisition type:

Discretionary investment type:

Open-ended fund:

2. Management Style
Core style:

Opportunity style:

Value-added style:
Development style:

Investment Area:
Tokyo Metropolitan Area:
Kinki Area:

Nagoya Area:

Regional Area:

IRR (Gross) :

This refers to privately placed real estate funds without cancellation and reimbursement through
on the management period. In addition, Closed-ended fund is classified into the following
3categories.
A type of fund in which properties to be invested have been identified at the launch of the fund
A type of fund in which certain percentage of properties to be invested have been identified at
the launch of the fund, leaving additional investments after the launch usually at the discretion
of manager subject to pre-determined investment guidelines

A type of fund in which the properties to be invested have not been identified at the launch of
the fund, and properties are acquired after the launch at the discretion of a manager subject to
pre-determined investment guidelines; Also called a blind pool type
This refers to privately placed real estate funds without stipulations on the management period.
The system enables participation, cancellation and reimbursement for a certain period. The
value of the investment is calculated based on the appraisal value at the time.

An investment style in which stable long-term investments are envisaged by investing in sound
properties generating steady income flows.

An investment style in which high-risk high-return investments are contemplated, such as
investments in currently unstable properties seeking for a large capital gain by increasing value
with improvement of asset and/or management, by betting on the market cycle, or by employing
a large discount power for bulk transactions. Opportunity style may exploit various
opportunities, such as investment in development type projects and corporate stocks.

An investment style that lies between Core and Opportunity, and aiming at both income gains
and capital gains.

An investment style that specializes in achieving development gains.

Tokyo excluding 23 Wards, Kanagawa, Saitama, and Chiba Prefecture
Osaka, Kyoto, Hyogo, Nara, Wakayama, and Shiga Prefecture

Aichi, Gifu, and Mie Prefecture

Except Tokyo Metropolitan Area, Kinki Area and Nagoya Area

The internal Rate of Return (IRR) is the discount rate that makes the present value of future
cash flow of an investment equal to its current value of the investment.
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Contact:
Sumitomo Mitsui Trust Research Institute Co., Ltd

3F Kamiyacho Central Place. 4-3-13, Toranomon, Minato-ku, Tokyo
105-0001, Japan

https://www.smtri.jp/english/contact/form-private/private_fund.html

http://www.smtri.jp/

Disclaimer:

1. Any materials provided by Sumitomo Mitsui Trust Research Institute (hereafter, “SMTRI”), including this
document, are for informational purposes only, and are not intended to invite, solicit, mediate, broker, or sale
products including real estate and financial instruments, services, rights or other transactions. Please use your
own judgment when making final determinations on securities selection, investment decisions or use of this
document.

2. Although any materials provided by SMTRI, including this document, are prepared based on information which
SMTRI considers reliable, SMTRI cannot be held responsible for their accuracy or completeness. In addition, as
this document was prepared based on the information available at the time of preparation or research, all contents
provided herein represent the judgments at the time at which the material was prepared. The contents of this
document are subject to change without prior notice.

3. All rights related to this document are reserved by SMTRI. Copying, reproduction or revision of this document,
in whole or in part, is not permitted without the prior consent of SMTRI, irrespective of the purpose or method.

4. SMTRI is not a real estate appraiser, nor provide clients with any appraisal reports on real estate properties.
SMTRI is a real estate investment advisor authorized by the related Japanese law and regulation, and conducts
advisory services for investment judgments based on the values or value analyses of investment products. In the
process of implementing advisory services, SMTRI may calculate asset values of real estate properties. However,
such calculations are for the necessity of implementing advisory services, and calculated values are not indicated
with single values, but with multiple indications, ranges or distributions.
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