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Positives Outweigh Negatives,

HEITMAN

Positioning U.S. Economy for Accelerating Growth

U.S. Economy -- Positives and Negatives, February 2013

— Housing now a positive force — Foreclosures still happening but rate lessening
— 5.8 million jobs created since trough — But we lost 8.5 million jobs
- Unemployment at 7.9% and wages growing - Europe, Europe, Europe

- Fiscal cliff — Part behind us. Huge challenges

- Low inflation allowing central banks to ease :
remain

— Higher payroll taxes in place, likely to affect

- State budget positions improving consumer confidence and spending

- U.S. banking sector healthy and lending
— Retail sales showing strength, as are auto sales

- U.S. manufacturing competitiveness rising

- Low-cost energy a boost for business and
consumers; on path to energy independence

- China growing again

U.S. economic expansion will continue Downside risks are high but will lessen with
deals on debt ceiling and sequester
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While Job Growth has been Slow Relative to Past

HEITMAN

Recoveries, It has Persisted and Should Accelerate

= Job growth averaged
181,000 per month during

Historical and Forecast Employment Groy 2012
U.S. 2005-2014

500,000 - / 0bs aained/ lost month ove J obs gained lost % chan

» That represents a slight
increase from the average of
175,000 in 2011.
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» Manufacturing jobs are
increasing as companies
bring production closer to the
end user

= Construction employment

. finally rising as single-family
iiiiii | housing development begins
’ |||||||||||‘|||||||||||‘l||||||||||‘|||||||||||||||||||||||||||||||||||‘|||||||||||‘|||||||||||"||||||||||||||||||||| again
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Politics and Economic Will Intersect Again in 2013 HEITMAN

Forecasted GDP Growth Effects
U.S. 2013

359 HReal GDP
Growth (%) Hurricane

Sandy

2013 Recovery
3.0% " Growth Effect

Foreca

2.62% _ _ _
2.5% - New 2013

Baseline
_.2.07%

2.0% -

Higher
Taxes on
Wealthy
1.5% (0.2%) Impact of
Full
Sequester

1.0% -

0.5% -

0.0% -

2013
Growth if
Sequester
Occurs

~ 1.57%

Source: Moody's Analytics;

Haitman Racaarrh

Macroeconomic Trends

= Politics could and will affect
the rate at which U.S. GDP
grows during 2013

» Republicans are pushing for
major deficit reduction

= Some are arguing for the full
$1.1 trillion cuts entailed in
Sequester

= The Sequester conversation
comes on top of the
expiration of the payroll tax
and raising of taxes on
wealthiest households




Wage Growth — One Key to Healthy Retail Sales

HEITMAN

Increases

» The moderate nature of the
. economic recovery has
Private Sector Aggregate Wage Growth ..
U.S. 2007 - 2012 limited the extent of wage
6 0% growth

1 Yearovery earGrowth

= But the combination of
slightly higher wages plus
more hours worked plus
more people working
contributed meaningfully to
consumer spending

6.0% - Jobs* wages * hours

4.0% -

2.0% -
3month movingaverage
0.0%

2.0% -
= Consumer spending, in turn,

represents more than 70% of
U.S. gross domestic product

4.0% -

6.0% -

8W/§I§HEEFEM k E’ZOEL@E‘EE%J?

LLE

E

Hﬁﬁﬁ%fﬁéﬁﬁéﬁﬁé
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Source: Moody’s Economy.com; Heitman Research
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But Recession’s Grip Continues:

HEITMAN

Only a Handful of Metros in Expansion

Total Non-Agricultural Employment Performance Vietropolitan Area
U.S. Major Metropolitan Areas® April 2008-September 2012 (Forecasted emp.

102.0 growth Sep. 2012 - Sep.

2014)
Washington, DC

(2.4%)
New York City
J (2.8%)
Dallas
(5.5%)
San Francisco
(4.2%)
Boston
(2.9%)
Seattle
(4.4%)
= = U.S. Average
(3.6%)
Chicago
%00 | ' ' ' ' ' ' ' ' ' ' ' ' - - - - . (1.8%)
«,Q‘b Q,ch i 09‘6 S 0’@ N O,Q% SN 0:\0 N d\'\ NS &,(1, N Atlagta
WY %0Q R AR Cbe'Q & W@ > %QQ & W %Q,Q & ¢ & %QQ (4.7%)
Los Angeles

Source: Moody's Analytics; Heitman Research (3.5%)

Non-agricultural
Employment Index

N

100.0

98.0

96.0 -

94.0 -

92.0 -

While coastal metros led in growth immediately following GFC, other metros are
seeing strong growth now

Macroeconomic Trends




Looking Ahead: Fastest Growth in Tech and Energy

Markets

HEITMAN

Job Growth by Metropolitan Area
Q4 2012-Q4 2015

Austin

San Antonio

2.8% + 2.20% - 2.7%

Source: Moody's Economy.com; Heitman Research
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San Diego
Los Angeles
Louisville
u.s.
Oklahoma City
New York
Philadelphia
Columbus
Memphis
Cincinnati
Milwaukee
Indianapolis
Nashville
Boston
Cleveland
St. Louis
Washington
Richmond

1.82% - 2.19%

We emphasize job growth in
identifying markets for real
estate investment because
job growth is highly
correlated with space
demand

Looking ahead, energy and
tech markets should
continue to dominate

Manufacturing centers
should see improvement as
well, including Birmingham,
Milwaukee, Cincinnati

Housing bust markets should
enjoy strong rebounds



Transaction Volume Up

Significantly in 2013; Yields Close to Pre-Crash Lows e

Transaction Volume and Capitalization Rates
All Property Types 2001-2012

$500 - 10.0%
Transaction Volume ($bn) Average Cap Rate

$450 -
- 9.0%
$400 -
$350 -
- 8.0%
$300 -

$250 - - 7.0%

$200 -
- 6.0%
$150 -
$100 -
- 5.0%
$50 -

$0 - - 4.0%

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Sotirce: Real Canital Analvtics: Heitman Research

Real estate transaction volume rose by 24% in 2012 as domestic and off-shore
investors sought yield. Capitalization rates are back close to 2007 lows but the income
being capitalized reflects rents and occupancies that remain below peak levels

Capital Markets 8



Apartments Were the Most

r HEITMAN
Sought-After Property Type in 2012
Transaction Volume by Property Type = Apartments ranked first in
U.S. Primary Property Types 2001-2012 total acquisition volume in
500 ) yearly total for transactions of 2012 at 33.6%. Their share
$f5$million and above, in billions of total volume has been
450 | Of oS

Apartment trending up since the GFC

400 - = Office ranked second with a

350 - 30.8% share of transaction
200 | Rt volume, well under their
I long-term average of 36.7%

250
= Retail came in third at 21.0%,
matching their long-term
average

» Industrial represented 14.6%
of total transaction volume,
down slightly from their
15.2% historical share

200 -

150 -

100 -

50 -

0 -

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Source: Real Capital Analytics; Heitman
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Real Estate Pricing has Improved Markedly HEITMAN

Income Yields by Property Type * [ncome yields (capitalization

: Office-CBD rates) have fallen across all
US.P P rty T 2001-2012
won | nary FTOperty 1ypes Office-Sub property types since the end
Warehouse Of the GFC

9.5% -

....... Mall = High-rise apartments have
9.0% — - Open-Air the lowest income yield,
aom | — . ~Garden reflecting expectations of

8.0% - High-Rise strong income growth

» [Income yields for CBD office
have fallen sharply and are
close to pre-GFC lows

7.5%

7.0% -

* [ncome yields remain
elevated for open-air retall
and warehouse

6.5% -

6.0% -

5,5% T T T T T T T T T T T T
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Qniirra: Raal Canital Analuticre: Haitman Racearrh
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Investment Themes HEITMAN

Core: Value-Add and Opportunistic

— Though investment market for core is — The combination of property market
competitive, acquisitions can be made at improvement and low levels of construction
yields that offer a wide spread to treasuries activity set up execution of multiple value or
and with attractive income growth potential opportunistic strategies

— Limited construction for this point in the cycle — These include development of Class A
sets up a sustained period of rising apartment, warehouse, medical office,
occupancy and rents across the primary student housing and senior housing
property types

— Acquisition of existing assets with high

— Pricing in the gateway markets (Boston, Los vacancy or near-term rollover. Office and

Angeles, New York, San Francisco and warehouse are particularly suited for this

Washington, D.C.) is highest

— Take advantage of high income yields and
— We recommend mixing investment in inexpensive debt for execution of strategies
gateway markets with acquisitions in the like investment in Class B regional malls
next tier, where income yields are 50 to 100
basis points higher and income growth
potential is as high or higher

Investment Themes



All Major Property Types Seeing NOI Growth HEITMAN

= All property types are seeing
gains in net operating

Same-Store NOI Trends by Property Type :
U.S. NCREIF Properties 2000-2012 (Q3) income
18.0% | YearOverYear% Change = Occupancy is rising across

all property types

13.0% Apartment

» Rents have bottomed and
are growing across all
property types as well

8.0% A

3.0% 4

2.0%

-.0%

Industrial

-12.0%
1|2|3|4

2011

1|2|3|4
2010

1|2|3|4
2009

1|2|3|4 1|2|3|4

2007

1|2|3|4 1|2|3|4

2005

1|2|3|4
2004

1|2|3|4
2003

1|2|3|4
2002

1|2|3|4
2001

1|2|3|4
2000

1|2
201

2006 2008

Source: NCREIF; Heitman Research
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Modest Levels of Construction

Should Extend the Property Market Recovery R ECEN

Construction Volume: Major Property Types
2012 Deliveries Compared to Three Years after End of Prior Recessions

2012 as % 2012 as %
2012 2004 1994 of 2004 of 1994
Apartments 105,154 153,700 188,000 68.4% 55.9%
Industrial 27.5 132.7 86.9 20.7% 31.6%
Office 7.8 35.3 9.1 22.1% 85.7%
Retail 30.9 216 145.2 14.3% 21.3%

Construction activity is extremely modest for this point in the economic cycle, outside
the apartment sector. Depressed construction volumes should serve to extend the
period of rising rents and occupancies for existing properties.

Source: Co-Star (retail); CBRE-EA (office and industrial); U.S. Census Bureau (apartments) Apartments expressed in units, industrial, office and retail in millions of square feet.

Property Market Overview




Apartment Recovery Still has Room to Run HEITMAN

= Apartments continue to see

. improvement
Apartment Effective Rent vs Vacancy

US. 1996-2012 Q4

9.0% -

» Vacancy is back down to
within 50 basis points of the
pre-recession level

Effectiverenseries reflects y eavery ear 8.2%
changein rents, net of concessions

AverageVacancy (%)
7.0% 4

5.9%
5.0% -

= Effective rents continue to
grow

3.0% -

vacancy stoo
at5.1% as of

03 2005 = But their growth is capped by
----------------- the fact that the national
average apartment rent now

exceeds pre-recession levels

1.0% -

-1.0% -

-3.0%

5.0% - Effective Rent

-7.0%
2|3|4 1|2|3| 1|2|3|4 1|2|3|4 1|2|3|4 1|2|3|4 1|2|3|4 1|2|3|4 1|2H4 1|2|3|4 1|2|3|4 1|2|3|4 1|2|3|4 1|2|3|4 1|2|3|4 1|ZIEI|4 1|2|3|4
19586 1997 | 1988 | 1989 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2008 | 2010 | 2011 | 2012

Source: Axiometrics; HeitmanResearch

Apartment



Effective Rent Growth Exceeds

HEITMAN

Inflation in Majority of Major Markets

Effective Rent Growth
Selected U.S. Metropolitan Areas December 2011-December 2012

10.0%

San Francisco

8.0% 4 San Jose

Nashville
Charlotte
f Fort Worth San Antonio
o0% 1 \ Atlanta
Houston\ penver l Tampa New York -
Seattle / Pveragglinite Plns
rlando Los Angeles :
4.0% - Reno “ - ;Raleigh/ or Jacksonville
Orange Dallas ONIX | philadelphia
County Chicago\ Miami Indianapolis
2.0% San Diego  avelang™ J sacramento

Las Vegas

0.0% RIVETSIOE

Virginia/Be:r\
-2.0% A

-4.0% -

Source: Axiometrics; Heitman Research

Apartment

= Apartment rent growth
exceeds the rate of inflation
in the majority of major U.S.
metros

= |t is occurring at a rapid rate
in metros seeing the
strongest job growth and
high rates of household
formation

= While some of these are
coastal metros, others are
inland metros like Houston,
Denver, Charlotte and
Nashville




Falling Homeownership Rate Has Helped Apartments HEITMAN

Homeownership Rate * The homeownership rate has
U.S. 1968-2012 fallen 380 basis points since
70.0 - its pre-recession peak

% of U.S. households that owned a home
69.0 - 09.2 » The share of U.S.

households that own their

68.0 -
654 home has reverted back to
67.0 - ' the long-term average
66.0 Homeownership rate = The movement from
4 —_——_——— -averaaedrAd-A4Ye — — - - — -

ownership to renting has
65.0 - expanded the pool of renters

64.0 for market-rate apartments

= We expect the
homeownership rate to

62.0 - stabilize at its current level

before rising slightly

63.0 -

61.0 -

D A AV A* A0 AD 0O Vo> 0O D NN VRO LD
O A A" AT AP AP D R DD DY LD L L

ST = Offsetting this will be

Source: U.S. Census Bureau; Heitman eXpanSIOn In the total
number of households
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So Has Muted Construction HEITMAN

Apartment Completions = Apartment construction
U.S. 1995-2012 dropped sharply following
the GFC

250,000 - , o
units completed in buildings of 5

* [t resumed in 2012, when the
inventory of market rate
apartments expanded by
0.7%

= Units under construction will
expand the inventory by
1.0% in 2013

200,000 -
150,000 -

100,000 - . . .
= Construction is highly

concentrated, with six
metros accounting for 33%
of U.S. apartment unit
additions in 2013, led by
0 Washington, D.C., Dallas,

F PSS T LT EFES LR New York, Seattle, Austin
Source: L'J\QS Cg?sus%ure:;\?: He'ﬁo-)manqgeseﬁch q’Q q/Q (19 (19 ,LQ (19 (19 q'Q 3 ’ ,
and Houston

50,000 -
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Demographic Trends Remain Favorable HEITMAN

= The number of people in the
Annual Change in the Age Group Most Likely to Rent Apartments age group most likely to rent
nhual Change in the Age Group Mos ely to Rent Apartmen .
19952030 apartments (ages 25-34) is

650,000 1 O-YChangein Population Aged 234 risin g .

= |n 2013, about 550,000
people will age into this
demographic category. An

overwhelming share of this

e EEEEREEE T REEERE RN RN gy age group will rent market-

""" rate rental apartments

550,000 -

450,000 -

350,000 -

250,000 -

150,000 A

-150,000
-250,000

-350,000

= |n addition, household
formation is favorable. The
GFC kept many young

IR | L people living at home. As job

-450,000

-550,000

creation accelerates, many

O N PO PN DO >O QD
P XL LTLES S
NIRRT AT AT AR AT AR AR AR AR AR AR ART AR AR AR AR AR AR AR AR 4D ADY ADT AR AR ADY 4D ADY ADY AR AR 4D

are young people are
moving out from their
parents’ homes into
apartments

Source: U.S. Bureau of the Census; HeitmanResearch
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U.S. Retail Sales Defying Expectations HEITMAN

» Retail sales growth, which

supports rent growth for
|CSC Same-Store Sales Trends* PP g

US. January 2010- December 2012 retail tenants, has stayed
12.0% Ychange A . strong
o 11.1% / ecovery peak? | . . . N
- Neasersi 'w T Smennmoing e * This led to high profitability
10.0% - . . .
o for the majority of retailers
| Warmweather surge during 201 2
8.0% - % N
o 5 e T = Recent tax changes will
o 1 supress spending,
5.0% ++

particularly among
moderate-income
households

4.0%
3.0%
2.0%
1.0%

= For higher-income
0.0%

JIFM{AIM|J]J]Als|o|N|D|J|FIM|AIM|J|J|A|S|O|N|D|J|F|M|A[M|J|J|AS|OIN|D households, tax changes are
2010 2011 2012 offset by the rising stock
Source: ICSC; Heitman Research " Bxcludesdrug stores market and home Value
increases

Retail 19




Store Openings Exceed Store Closings HEITMAN

= \While some retailers are
rorected LIS, Chain Retailer Gromtis closing stores, store
rojecte . aln rRetaller Grow .
Square Footage Growth, 2011-2013 openings _far Oytnumbered
store closings in 2012

90 1 Ghanansg o Te 2013 Total: +1.9%

(category% annual change)
s vt = That trend will continue in
70 - (gg;a?)&zgsgz//;/t/];ﬁ;/g) Spedialty Apparel, +2.3% 201 3, resulting in net

Grocery, +1.0%

, expansion in retail space
Sporting Goods, +4.8%

demand among regional mall

OffPrice Retalers, +4.7% tenants as well as those that

60 - Other*, +1.9%
Sporting Goods, +4.3%
50 - Drugstores, +1.3%
Home Improvement, +0.5%

OffPrice Retailers, +5.1%

40 - .
S ——— Department Stores, +2.6% prefer open-air centers
30 -
20 -
Discount Stores, +2.0% Discount Stores, +2.0%
10
°1 Grocery, -0.5% ) Office Superstores,-2.9%
Spedalty Apparel,-1.6% Office SHuFéoe/rsmres
-_I 0 J «Q%

Note*: "Chain Retailers" defined as 205 of the largest retailers, which constitute 67% of total retail square footage;
"Other" consists of categories with <2M sq. ft. change in both years
Saurce: Telsey Group; Heitman Research
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Retail Construction at Historic Lows HEITMAN

Retail Deliveries
U.S. 1982-2013 (projected based on data through Q3 2012)

2754 - 2.5
millions %

of SF

250 -

total deliveries (L)

225 - >0

200 -
175 A

150 - % of existing

stock

R®)
125 -
100 -
75 A
50 -
| I
. |

- 0.5

- 0.0

AN IO OSSN0 OODO —ANMITWL O~ 0000 —AN MO TW ONN~SNWOWY$ O — AN M
O O 0O 0 O MW MW W O O O O O O O O O 0O O O O O O O OO OO — — — —
OO OO OO OO O OO OO O O O O O O O O OO OO 0O OO OO O O
—————————————————— N NN NN NNNNN®

Retail construction is at 30-year lows. Both the amount of retail space being built
and the rate at which the retail inventory are expanding are minimal.

Source: Co-Star; Heitman Research



Retail Vacancy Still Elevated But Coming Down HEITMAN

Vacancy Rate = As a result of the net
U.S. Retail Properties 1990-2012 (Q4) expansion of retail tenants
12.0 02 \famant and the lack of retail

construction, the vacancy

100 - rate is coming down

* The improvement in vacancy
is greatest for the properties
with the highest sales
volume per square foot

6.0 across all retail formats

8.0 -

= As those centers get filled,
space demand is rising for
moderate-quality retail

2.0 properties

4.0

0.0 %
799, 799> <00, <0;,
Source: NCREIF: Heitman Research
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Within Regional Malls, the Best Get Better HEITMAN

% Change in Regional Mall NOI = In U.S. retail, tenants are

Mall REITs by Quality Level 2007-2012* willing to pay higher rent to

10.0% 1 gain a place in a center

6.0% - 8.0% where the other tenants are
achieving the highest sales

6.0% | 5 19, per square foot in the market

4.0% - 399 = As a result, these high-

2.4% quality centers can see an

increase in occupancy and
rents during recessions,
even as lower-quality
centers are experiencing

2.0% -

0.0% -

-2.0%

" 2007-2010 declining occupancy and
-4.0% - 2011-2012 rents
-4.4%
6.0% -5.5%
-8.0% -
Low Quality Middle Quality High Quality

* FY 2012 estimated based on reports through Q3

Qniirra Comnanv Rannrte: Haitman Racaarrh

Retail




Pace of E-Commerce Sales Growth Has Leveled Off HEITMAN

= E-commerce is an important

and growing option for U.S.
E-Commerce Sales Growth vs. Total Sales Growth

US. 2002-2012 (Q3) households
P e = |t has transformed whole

categories, taking them on
line (books, music, games)

40.0% -

30.0% - E-Commerce

= But in many categories, on
line and on-the-ground work

well together, as indicated by

20.0% -

10.0% - Total Sales ex. E-=Commerce and Gas Apple,s deCISlon tO have 3
AN I\ ol major presence in traditional
v retail settings

= But some centers will be hurt
Je]ala as the Internet reduces the
2002 number of shopping trips,
Source: U.S Census Bureau; Heitman Research espeC|a”y IOW and m|d_
quality regional malls

-10.0% -

-20.0% -
1|2|3

2012

1|2|3|4
2011

1|2|3|4
2010

1|2|3|4
2008

1|2|3|4
2008

1|2|3|4
2007

1|2|3|4
2006

1|2|3|4
2005

1|2|3|4
2004

1|2|3|4
2003
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Slow Office Recovery Continues HEITMAN

» Three years after office

vacancy peaked, it remains
Office Completions, Net Absorption, and Vacancy

US. 1990-2015 Years Ending Q4 high, haY'”Q Fjropped iny
150,000 | 571,000  orecast T 200 120 basis points. In prior
15 I —= . .
| ! e economic recoveries, the
10000 o rate of improvement for
office vacancy was much
1 - 14.0 .
50,000 : hlgher
: - 120
0 ' o " Factors holding back the
: o recovery include muted
50000 : . office job gains and a
= Complenons : secular reduction in the
et Absorption : - 4.0 .
1000% —I-XSEE?ZE:?Z Case Vacancy Forecast : - amount Of Oﬂ:lce Space per
CBRE-EADownside Vacancy Forecas ! M <
—_:: CBRE-EAUpside Vacancy FZrecast t : géa(% WO rke r
-150,000 : - 0.0
S > H PP PSPPI PP PSL PP
NN R - - - R N B S S S S S SR S S SH S S S S S S

Source: CBRE Econometric Advisars; HeitmanResearch

Office




Recovery Held Back by Office Employment

That's Well Below Peak in Most Metros

HEITMAN

Office Employment Performance
U.S. Major Metropolitan Areas* April 2008 - December 2012

Metropolitan Area

(Forecasted of ficeermp. growth

102.0 -

Office Employ mefrtdex

100.0 -

98.0 -

96.0 -

94.0 -

92.0 -

90.0 -

88.0 -

86.0

Apr08

Jun-08
Oct08

ec08

@
i%
Note: "Metropditan Area" definedas the core metropditandivisioninall cases except ATL, whi
Source: Moody' s Analytics; HeitmarResearch

Qu_<ﬁ

Office

Dec. 2012 - Dec. 2014)

e \\ashington, DC
(2.0%)

e New York City
(4.7%)

a3l as
(5.5%)

e 53N Frand sco
(5.8%)
Boston
(2.7%)

- Seattle
(4.6%)

- == [.S. Average
(5.2%)

e CHi CAQO
(3.0%)

e AtlaNta
(6.8%)

e | 0S5 ANQeles
(4.8%)

Office employment is
back to peak levels in
only three major
metros




Downtowns Started from Better Position HEITMAN

= Downtowns are significantly
healthier than suburban

Office Vacancy: Downtown vs. Suburbs markets
U.S. 2005-2012
e = While suburban office

Suburban

remains an attractive option
for tenants in many sunbelt

16.0 | 17.1% markets, downtown markets
are grabbing market share in

14.0 - Downtown Some metros

12,0 1 12.4% » [n Chicago, the central

business district, which
represents just over 50% of
80 the metro office inventory,

1|2|3|4 l|2|3|4 1|2|3|4

IERRENE 1zlsla]il2lsl 4] ]2]s] s was the location of 85% of
2005 2006 2007 2008 2009 2010 2011 2012
the demand over the past
Source: CBRE Econometric Advisars; HeitmanResearch flV e y e a r S
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Many Downtowns are Much Improved from

HEITMAN
Peak Vacancy, Led by Tech and Energy Markets
Office Vacancy
Recovery from Peak Vacancy, Downtown Markets Q4
New York H Peak Vacancy
Albany
Portland Office tenants,

Boston . .
Washington, particularly those with
Philadelphia young, well-educated

Charlotte workers, are attracted

Flouston to the transportation
San Francisco .

Chicago options and cultural

Denver access central business
Los Angeles districts offer

Pittsburgh

Austin

Seattle
Minneapolis

Cleveland

Miami

Atlanta

Phoenix

Dallas

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0%

Qniirra CRRF Frannmatrie Advienre: Haitman Racaarrh
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Suburban Markets Largely Improving HEITMAN

Office Vacancy
Selected Suburbban Markets Q4 201z

San Frandsco

« Some suburban markets
are experiencing rapid
J 0 improvement

Boston
Oakland

Balimore

‘-10
) » Others are stagnant

Houston

San Nieno

* In investigating investment

Ceattle

o "_130 opportunities in suburban
Nhil A AAlAi A~ -20 areas, We always aSk,
~ 1 10 Why would a tenant

choose to be here?

0.0% 5.0% 10.0% 15.0% 20.0% 25.0%
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Rents are Rising in More Suburban Markets Than Not

HEITMAN

Office Rent Growth
Selected Suburban Office Markets, Q4 2012 vs Q4 2011

San Diego
Houston
San Francisco
Oakland
Denver
Washington, DC
Boston
New York
Dallas
Phoenix
Seattle
Los Angeles
Philadelphia
Baltimore
Orange County
Chicago
Detroit
Minneapolis
Atlanta |

-5.7%

-21%

-0.8%

9.4%
8.7%
8.3%
8.1%

6.3%

4.9%
3.8%
3.5%
3.3%
2.8%
2.6%

23%  Suburban office rents are
recovering but they
dropped by 30% or more

during the recession

1.0%

1.0%
0.7%
0.7%

-8.0%

-6.0%

-4.0%

-2.0%

Source: CBRE Econometric Advisors; Heitman Research
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Huge Rent Gains in Some Downtown Markets HEITMAN

Office Rent Growth
Selected Downtown Office Markets, Q4 2012 vs Q4 2011

San Francisco 15.2%
Houston

New York
Denver

San Diego
Seattle

Oakland
Washington, DC

Boston

2.7%
2.7%
21%

Chicago .
Downtowns are seeing

improvement. But like
suburban areas,
downtown rents fell by
20%-30% during the
GFC

Minneapolis
Dallas
Phoenix
Baltimore
Philadelphia
Los Angeles
Detroit
Atlanta -6.7%

-10.0% -5.0% 0.0% 5.0% 10.0% 15.0% 20.0% 25.0%

Source: CBRE Econometric Advisors; Heitman Research
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Medical Office Provides Balance to an Office Portfolio

HEITMAN

Medical Office vs. Commercial Office Occupancy
U.S. 2008-2012 (Q3)

94.0% - mm Commercial Office

Avg occupancy (%) across = \edical Office

REIT-owned properties

- = A
Long-term
Avg: 91.9%

Long-term Avg:
90.1%

93.0% -

92.0% -

91.0% -

90.0% -

89.0% -

88.0% -

87.0% -

86.0% -

85.0% -

2009
: Heitman Resear

2008 L L 2010
h

Source! Companv Report

Office/Medical Office

» Medical office has a higher

long-term occupancy
average than commercial

office

* Demand by medical office
tenants tends not to move in
concert with the economic
cycle

= By contrast, office moves
with the economic cycle, with

a lag
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Medical Office Trades on Higher Income Yields HEITMAN

Capitalization Rates: Medical Office vs. Office = The spread between

U.S. 2002-2012 commercial office income

10.0 Average Cap Rate yields and those for medical
" Rolling 4Q

office is wide today

9.5% | = We expect pricing to

9.0% - converge over time

= Medical office is an
increasingly common
element of core and value-
add portfolios

0, - .
8.5% Medical

Office
8.0% -

7.5% -
7.0% - Office

6.5% -

6.0%

sz 234 294 234 1280 12341254 12001254129

Source @QFCL&?%A;LM&:‘H%%&L ﬂ%%%aLc%OW ‘ 2008 ‘ 2009 ‘ 2010 ‘ 2011 ‘ 2012
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The Industrial Recovery is Gaining Steam HEITMAN

= |[ndustrial market conditions

are improving. The amount
Industrial Completions, Net Absorption, and Availability of available space has come

U.S. 1990-2015 Years Ending Q4 ) )
down 150 basis points from

400,000 - 16.0

s 1,000 an all-time high in 2009

143|143

300,000 [ 14.0

= Two solid years of space
absorption combined with
100 modest construction has

- 12.0
200,000

100,000 H
helped markets improve
- 8.0
0
- 6.0
-100,000 )
mmm Completions
- 4.0
mm Net Absorption
-200,000 - 50
== Availability Rate [ -~
Availability|
Rate (%)
-300,000 - 0.0
P PP PSPPI PSP
N N N S I - - - T R S SH SH S SR S S S SH S S

Source: CBRE Econometric Advisors; Heitman Research
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Helped by Modest Rebound in GDP Growth HEITMAN

Industrial Net Absorption and GDP Growth
Years Ending Third Quarter 1990-2012

350 - 6%

millions of square feet
300 - - 5%
Real GDP growth Net Absorption
250 - (right axis) (left axis)
- 4%
200 -
- 3%
150 -
100 - " 2%
50 1 1%
. - 0%
(50) - 1%
(100) - Space demand mirrors o
150) - GDP growth. As a result,
00  We expect improvement to [ 3%
accelerate in late 2013 4
(250) -
(300) - - 5%

1990
1992
1993
1994
1995
1996
1997
1998
1999
2000
2002
2003
2004
2005
2006
2007
2008
2009

2010
2011
2012

—
o
o
N

1991

Source: CBRE Econometric Advisors; Moody's Economy.com; Heitman Research
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Major Industrial Markets are Getting Healthier HEITMAN

= Availability is coming down in
virtually all of the nation’s

Industrial Availability major industrial markets

Selected Markets 2012 Q4

quarterly declir.

= Southern California and
Seattle, the major entry

Chicago 14.3% JJ 10 points for goods from Asia,

are the nation’s tightest

Atlanta 16.7% ‘ 0

Dallas 13.4% 0 . .
industrial markets
N. New Jersey 13.0% t 10
Denver 11.7% ‘ 30
Riverside 11.2%‘ -10
Seattle 9.5% ‘ -70
Los Angeles 6.4% 0

0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0% 14.0% 16.0% 18.0% 20.0%

Source: CBRE Econometric Advisors; Heitman Research
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Proximity to Population Centers

HEITMAN

and Transportation Infrastructure Driving Demand

US Industrial Markets
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Rent Growth Now Happening

Across Most Major Industrial Markets e
Industrial Rent Growth * While industrial rents
Selected Industrial Markets Q4 2012 vs Q4 2011 are still falling in some

Seattle % markets, the trend is
South Florida positive
Indianapolis

Houston * Major distribution hubs

Inland Empire

are generally achieving

Chicago rent growth

Northern New Jersey
Orlando
Cincinnati
Los Angeles
Atlanta
Phoenix
Philadelphia
Memphis
Dallas/Fort Worth  -6.5%

Source: CBRE Econometric Advisors; Heitman Research
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Muted Levels of Construction Should

HEITMAN

Sustain Vacancy Declines/Rent Increases

20 Largest Industrial Markets
2012 Delivered & Under Construction as a % of Total Stock Q4 2012

. .l

Phoenix 2.0%

1.9%

Riverside 1.4%
Columbus 1.0% ® 2012 Delivered
Indianapolis
Houston
Minneapolis 0.3%
Cincinnati 0-8’24;’%
Atlanta 09789,
Los Angeles 324, Construction remains minimal
Nortr(;em NJ - ' 629, outside Phoenix and Riverside (the
range 2 0 . .
Pt o Inland Empire) where the inventory
Chicago 0_2@/" . .
Detrait Q1% is being expanded at a rate that
Dallas m— 0.3% matches obsolesence. In the other
seattie [mik'%1o, markets, construction is so modest
Boston [ %1%, that rent growth is achievable so
Oakland 0(_)1-1:° lmatn~a A~ A~~~ AAIA ArA th AAntiniiAA
St. Louis 0_106/:%
Philadelphia [al2% 9,
Cleveland 00964%
0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

Source: CBRE Econometric Advisors; Heitman Research
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orage Occupancy Now

Average

HEITMAN

Self-Storage Occupancy Trends
U.S. 2007-2012
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Self Storage

» Demand for storage tends to
be triggered by change, such
as death, divorce, a
relocation, home renovation,
business start up, or a
military deployment

= While the short lease terms
for self storage (30 days)
don’t provide protection
during economic recessions,
occupancy can improve
quickly given the limited
amount of construction
activity in the sector
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Storage is Seeing Strong Revenue Growth

HEITMAN

Self Storage Revenue Growth (Y-O-Y)
Storage REITs vs Heitman Same-Store Pools

=+=Company 1
Company 2
—=&—Company 3
=e=Company 4
6.0% - = Heitman SS |
=——Heitman SS I

8.0% -

4.0% -

2.0% -

0.0%

6.2%

-2.0% -

-4.0% -

-6.0% -
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q@4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

20092009 2009 2009 2010 201020102010 2011 2011 2011 2011 201220122012 2012

Source: Company Reports; Heitman

Self Storage

» Self storage properties have
experienced a strong
rebound

= Revenue growth has trended
up consistently since early
2010

= Most of the growth reflects
occupancy gains. But some
operators are achieving rent
growth on new leases

= All storage operators are
benefitting from the ability to
raise rents on existing
tenants so times as often as
twice annually

41




Senior Housing Demand/Occupancy are Recovering HEITMAN

Senior Housing Market Trends
2006-2012 Q3

6,000
Units

5,000 -
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3,000 ~
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LEFT AXIS: == Net Absorption
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Source: NIC, Heitman Research

Senior Housing

93.0%

92.0%

- 91.0%

90.0%

89.0%

88.0%

87.0%

86.0%

85.0%

84.0%

= Senior housing is
experiencing a moderate
recovery

= VVacancy has declined as
construction has diminished
and demand has increased

* Independent living has
experienced a stronger
recovery than assisted living

» Independent living costs less
than assisted living. Many
senior are opting for
independent living and
augmenting their care with
outside services
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Student Housing has

, HEITMAN
Delivered Better NOI Growth than Apartments
Student Housing NOI Growth vs Apartments = Student housing net
U.S. 2001-2012 operating income has
| increased steadily since the
150 -~ Same-Store NOI Index for Apartment REITs vs Student Housina REITs early 20008
140 - Student ;1 = |[ts growth has outpaced that
Housing 133 for apartments, given that

130 | net operating income grew
126 .
/ during the GFC for student
119 housing while it declined for

Vs apartments
117

120 - 116

10 = Because student housing

demand does not move in
lock step with the economy,
it plays a defensive role in a
mixed-asset portfolio

100
100 © s~
100

90

80

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
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Student Housing Trades on Higher Income than

HEITMAN
Apartments
Capitalization Rates: Student Housing vs Apartments » Student housing is more
U.S. 2002-2011 management intensive than
8.5% - apartments

* The leasing season is shorter
and demand is concentrated,
coming typically from a
single source (the college or
university)

7.0% - Apartments
= As a result, it trades on
6.5% - higher yields than
apartments
6.0% -
55% - I I I
5.0%

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Qalirra: PTRPE Camniice AAviantana an A Haitman Pacaar~ h

8.0% -

7.5% -
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