Long or short, Mark G. Roberts?
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The Head of Real Estate Strategy and Research considers immediate and longer-term investment issues

Could global non-listed real estate continue to outperform?
EEE According to MSCL global non-listed ungsarad property
generatad a total return of 3.5% in 2014 With real sntarest rates
likehy to stay low in historical terms, total retums are likely to
remain ahead of their longer-term average of 7. 5% LULS. returns
are banafiling from higher GDP growth while European returns
are gaining from daclining unemployment, rising tenant demand
and hmited new constrictich, Australia, South Kores and Japan
are likaly to anjoy above-averags performance but decelerating
economic growth poses a threst to Chinese properiy markets.
Hong Kong and Singapors office markets have pricing risk

Are U5 listed real-estate returns likely to prove as attractive?
EE Listed real-estate Investment trusts (REITs) utilize a higher
degrea of gearing which can mnereasae the volatdity of returmns
relative to the non-listed market. Bateean 1993 and 2014 there
were 13 periods durng which U8, interest rates (as defined by
the Treasury yiald) were rising. During those penods, the 58P
B00 Index rosa by an averagas of 10% while U5, REITs increased
by an average of 2.8% and the Barclays Aggregate U5, Bond
index ceclined by 2.79%. In the yesr that fnilowed & rate increass,
hivwewar, REITs' raturns averagad 16%, higher than the S&P 500
index's average total return of 9.7% and the Berclays Aggregate
LS. Bond Index"s 3.6% return, The implication i that, in the
maar termy, U5, REITs may prove volatile,

won't dividend yields help offset this?

g Higher dividend yields can serve to offset this volatiity
REITs currently provide a very attractive dividend yield of 3.87%
which exceeds both the S&P 500 Index dividend yviald of 1.97%
and the 10-year U S -Treasury vield of 2,429 % This higher
dividend yiald can dampen downside sk and undearpin future
outperformance. In addition, we estimate U5, RETs are trading
at a 10% dizcount 1o their nat asset value.

Is sustainability going to play an increasing role in property
investmeant?

It Afterthe advent of the intermet inthe mid-1920s, landiords
quickly learnad that the provision of intemat access was not an
aption to gain competitive adventage. Instead it was a required
amenfty necessary to avoid building obsolascence. Today,
soma of the same things can ba said of sustamnabie buiiding
practees, Tahants, regulators and ihvastors ailke cite the
benefite of sustainable building practices. L.ower anargy costs,
more efficiant use of water resources and the naed to avoid
ovarbuilding in lowerdensity areas will likely make sustalnable
practices commonplace and of continuging importancs to
astors

More broadly, will tachnology have an impact on long-term
infrastructure investing?

il es — consider, for example, the imteraction between
¢I|r‘mut¢ change policles in Europe and energy-storsge, enangy-
afficiancy and zero-amission technologies, Smart-grid systems
will help boost the share of renewable enargy capacity, by
craating a more efficlent anargy network, aligning more closely
peak damand and production. Although at an early stage, energy
stomge has a positive long-tenm outlosk 1o address the problems
of grid bottlenecks and intermittent renewable powaer, with
implications for infrastructure investment.
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ﬂ.l- dividend flE|dS are quoted as of 711015,

(Mfers and sales of alternative investments are subjact to
reguiatory requiraments and such investmenis may be avallabls
oy 1o -'w-“-:mr\‘ wiho gre "Cualified Purchazars” ay defined

by the U.%. Investment Company Act of 1940 and “Accredited
Investors” as defined in Regulation [B of the 1833 Sscurities

Act. Alernative investrments may be speculative and involve
significant risks incieding ilhguidity, heightenad potantial for logss
and lack of transparency

Past parformancs is not indicative of future returns,

Mo assurance can be given that any forecast,

ivastmeant obiectives andfor expectad returms will be achisved,
Allocations are subject to change without notice. Forecasts are
based on assemptions, estimates, opirions and hypothstical
miadels that may prove to be incorrect.
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