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World Focus on Europe

Where

Who

What

Yield compression
Mind the gap
Economic growth
Rental growth

KASPAR Associates Ltd / Canada Life GWL



The Where — European Cross Border
Investment by Destination
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The Who — European Cross Border
Investment by Nationality
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The What — European Cross Border
Investment by Sector
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‘ Yield Compression —
Prime Retail Shop Yields
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Yield Compression —
Prime Office Yields

A\‘\

N
m\&«

=&— Northern Europe
= Southern Europe
=#— Central Europe

3

Mar-04 Jul-04 Nov-04 Mar-05 Jul-05 Nov-05 Mar-06 Jul-06

Source: KASPAR, EuroProperty

KASPAR Associates Ltd / Canada Life GWL




Interest Rates — Mind the Gap
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Economic Growth - Countries

European Countries Economic Growth % pa
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Economic Growth — European Cities

European Cities Economic Growth 2007-11 % pa
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Retail Rental Growth -
European Cities

European Cities Retail Rental Growth Changes
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Office Rental Growth
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UK Real Estate Investment
End of the gold rush?
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UK Real Estate Investment Market

= Economic overview
= Market pricing|— direct real estate

m UK REITs

= UK unlisted real’ estate fiunes
m UK real derivatives

= Further thougnts
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Economic Overview- Summary.

= Steady economic growth aroundithe long

term average

= Case of event risk and efifiect oni markets

= More threat from wWitheut tham firem Within
« But potential change: off political landscape
= Global Issues feature withlocal Impact

= Manage the uncertainty
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Market Pricing — Prime Retail Yields

—- Retail Shop Units
Retail Warehouses
Shopping Centres
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Market Pricing —Retail Rental Growth
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Market Pricing — Prime Office Yields

—l- Offices
Business Parks
—- IPD Offices
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Market Pricing —Office Rental Growth
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UK Real Estate Market

Summary.

= Total returns c 10% In 2007, ¢ 6.5% In 2008

= Overpriced — retail all sectors, industrial and
distribution

= Underpriced — offfiices and BusIness; parks
« Sell secondary: all Sectors
= Buy modern offices, retail epperiunities
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UK REITS

Started 1 Jan 2007

= Must be UK resident company. closed ended which is listed
on a recognised stock exchange (not AlM)

Property rental business wiih at lest' 3 properties With ne
one property more than 40% of the: total capitall value

Rents from owner occupled Properity, not tax exempt
Distribution 90% of tax exempt profits

Gearing ratio 1.25 Interest cover ratie
Developments must be held for 3 years

Conversion charge 2% of capital valte
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UK REITS

13 now, started with 9, another 4 within next 3 months, 4
thinking about It

6 specialist, 7 diversified

Market cap £32.90n midiMarch|— size range £9.5bn -
£0.1bn

Average dividend yield 2.25%

Budget changes mid Mareh —
— 1 yr grace to satisfy 75%) Income andlasset test

— REIT can be established wiith: 12 mentis te)pay: 2% Conversion
charge
AIlEs now tax transparent as REINS
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UK Real Estate Performance

Performance %
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UK Real Estate Unlisted Funds

= 149 total, mostly institutional
= /2 diversified

m 90 core

= Various structures — open, closed, JPUHR, GPUIT,
PUT, Itd partnership

= All have some tax leakage

m AlFs need to convert torOEIC and Be 6nshore to
take advantage of UK REIN tax: party,

KASPAR Associates Ltd




UK Real Estate Derivatives

15 banks licensed

= IPD not the only index -
FTSE/MSS

- HHPI 2000+
= Over £4.70bn total value 15001
m Some sector specific

= Entry of hedge funds,
some solely derivs 500-
Pricing — lower margin o
over libor for 08

Notional Value of
Trades £m

£m 1000+

Source: PP
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UK Real Estate — Future Thoughts

= Still problems with start ups — 4% SDLT + 2%
conversion change

= For opco/propco Intergroup transfers exempt from
49 SDLT but cannet leave main group for 3yirs

= No private REITS

= More fluid investment landscape with more
choice, wider investor pool

m Global funds with drfferent mnx

= How does this all fit i Europe —anmgfoer a e
European REIT

KASPAR Associates Ltd



German Real Estate Investment
A revival story. . .

CRE Conference: Montreal
Dr Kareni A Sieracki MIRICS
April 2007

KASPAR Associates Ltd




T

German Real Estate Investment Market

m Overview
m Economy.
= Population

m Retall market
m Office market
m G-REIT

E Summary
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Germany - Overview

Population 82.4m

L_argest economy. in
Europe

11t richest European
country by GNP per
capita

Globally, number 16
Home ownership 40%
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D German Population

Population Growth by Region 1999-2004
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German Employment Growth
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~__ Germany — Change In Real
Consumer Expenditure
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German Retail Market Formats

Change in German Retail Market Share
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German Retaill Rental Growth
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German Office Market

Vacancy Rate
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German Office Rental Growth
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G-REIT

= Bundesrat passed G-REI'T on 30 Mareh 07 and to
be retrospective from 1 Jan 07

Min cap of €15m

5% Income firom, real estate: Investments
Max shareholding 9.99%

Distribution of 90% profiis

LTV 55%

EXit route for oppoertunity fundsanditraditienal
fund managers — DCIM €16n;June
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German Real Estate Market

= Hot spot for investment

= Stock selection Is Important

= Concentrate onrelative figures, not aksolute
= |argest property: stock InEurope

= Rents indexed to cost of living

m G-REIT market could be worih as much as €250
bn

= [ransactions long and tedious
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