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1. J-REIT Market Monthly Review (for December 2016)

In December 2016, the TSE REIT Index (with dividends) moved firmly and ended the month 3.7% higher on the back of falling
long-term bond yields.

Until the mid-month, the J-REIT market remained generally flat. After BoJ’'s announcement to maintain the current monetary
policy, it turned to an upward trend toward the month end on declining long-term yields. Furthermore, an expansion of yield
spread between Japan and US led to the weaker yen reaching at a 10-month low against US dollar. This cheaper yen boosted
the expectation for recovery of the Japanese economy and corporate earnings and also improved sentiment in the property
sector. November office vacancy rate in Tokyo five central wards slightly gained to 3.75%, however office property market in
Tokyo’s major business areas continued to improve with rent increases.

In December, BoJ bought JPY5.2 bn worth of J-REITs, by four time purchases mainly in the second half of the month.

2. TSE REIT Index (with dividends)
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30-Dec-16 23-Dec-16 30-Nov-16 30-Sep-16 30-Jun-16 31-Dec-15 31-Dec-13
Index 3,422.06 3,320.77 3,298.65 3,336.34 3,340.35 3,115.04 2,524.39
%change - 3.1% 3.7% 2.6% 2.4% 9.9% 35.6%
Note: (1) TSE REIT Index (w/ dividends) of the last trading day of a month. 12/31/°04 = 100
(2) %chg: changes for each period.
Source: DataStream, compiled by SMAM.

4. Tokyo Office Rents and VVacancy Rates

3. Top 10 REIT Constituents in J-REIT

(# of TSE REIT Index Components: 56)

(IPY/tsubo*) (%)
REIT CODE Weight (%) 25,000

1 NIPPON BUILDING FUND J8951 7.6 Vacancy Rate (RHS)
2 JAPAN REAL ESTATE INV. J8952 6.9 23,000 §
3 NOMURA RLST.MASTER FUND J3462 6.1
4 JAPAN RET.FD.INV. 18953 5.0 21,000 Avg. Rent Offer (LHS)
5 UNITED URB.INV. 18960 4.5
6 ORIX JREIT 18954 3.9 19,000 /
7 NIPPON PROLOGIS REIT 13283 3.8
8 DAIWA HOUSE REIT INV. 18984 3.7 17,000
9 ADVANCE RESIDENCE INV. 13269 3.5
10 JAPAN PRIME REALTY INV. J8955 3.3 15,000

Others 51.8 ‘03 '04 '05 '06 '07 '08 '09 '10 ‘11 '12 '13 '14 '15 '16

Total 100.0 Notes: (1) Based on a monthly basis, covering a period from January 2003 to November 2016

(2) Tokyo 5 wards: Chiyoda-ku, Chuo-ku, Minato-ku, Shinjuku-ku, and Shibuya-ku.
(3) Tsubo is a Japanese traditional unit of measuring area. One tsubo represents
approx. 10.76 square feet or 3.3 square meters

Source: DataStream, compiled by SMAM (As of the end of December 2016) Source: DataStream, compiled by SMAM.
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1. Global REIT Market Monthly Review (for December 201 6)

The S&P Developed REIT Index (ex-Japan, with dividends, USD base) climbed 4.4% in December. On a local currency basis,
the REIT return gained 4.7% whereas the Forex return was slightly negative with -0.3%.

The US REIT market rose as major stock indices renewed their all-time highs boosted by hopes for the incoming Trump
administration and stable economic data. The market dipped once due to selling pressure as long-term vyields surged in the
first half of the month. Later in the month, however, investors bought back REITs as the long-term yields calmed down and
turned to decline toward the end of the year. Regarding Europe, the markets soared on investors’ buyback on lowering long-
term yields toward the year end. The Australian REIT market also achieved a significant rise as market attention gathered on
its stable earnings and dividend yields.

Regarding the Forex factor, the yen depreciated against other currencies led by a rise of long-term yields in US and Europe.

2. Global REIT Index (in USD)
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(1) Global index: S&P Developed REIT Index (ex-Japan, in USD)
23-Dec-16 | 30-Nov-16 | 30-Sep-16 30-Jun-16 31-Dec-15 31-Dec-13 Regional indexes are components of S&P Developed REIT Index.

As of 30 December 2016

Global 2.1% 4.4% -4.2% -4.4% 6.3%| 34.4%| (2) 6/1/'05=100 for both charts
= 2.0% 4.7% 2.0% 4.3% 3.8% 43.1% (3) % figures in the table indicate returns for each period
ploidmerical i i i i 2 °l Source: FactSet, complied by SMAM.
Europe 2.0% 6.2% -7.8% -3.4%| -12.0% 0.3%|
Asia Pacific 2.2% 1.3% -8.0% -5.5% 11.2%| 27.7%
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®m Forex return 0.0% -2.1% -1.2% -0.6% -0.3% % weight 73.0% 8.1% 5.1% 4.4% 100%
= REIT return 4.7% 6.8% 7.1% 7.8% 4.7% Monthly Return | 4.7% 4.7% 5.9% 7.2% 4.4%
+ Total return 4.7% 4. 7% 5.9% 7.2% 4.4% Contribution 3.4% 0.4% 0.3% 0.3% _
Note: Total-return breakdown of S&P Developed REIT Index (in USD) by forex and market Note: (1) S&P Developed REIT Index breakdown by country (ex-Japan, in USD).
factors, by countries. (2) Contribution is calculated by multiplying each country’s % weight by Monthly Return
Source: FactSet, complied by SMAM. Source: FactSet, complied by SMAM,
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