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WHAT IS A REIT

* REITs own, manage, lease and finance investment-grade commercial
real estate.

* Atleast 75% of assets must be real property and 75% ot gross income
must come from real estate.

® Dividends - at least 90% of taxable income must be distributed to
shareholders in the form of a dividend.

* Equity REITSs derive revenues primarily from rental income.
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LISTED EQUITY REIT INDUSTRY SNAPSHOT

* Market Capitalization: $844 billion.
* 157 Constituents.

* REITs own ~10-15% of all institutionally
owned CRE ($1.8 trillion).

* Diversification by geography and property type.

* Dividend Yield: 3.7%.

Source: FISE NAREIT Equity REITs Index, as of [une 30, 2016.
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¢ Source of dividend income.

* Transparency and simplicity. ’ ‘

® Diversification benefits.

e Liquidity. PROLOGIS™

* Strong, investor-aligned corporate governance.
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* Inflation hedge (real assets). X
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REITS PROVIDE ATTRACTIVE DIVIDEND INCOME

Dividend and price returns for REITs and equities

1-Year 5-YEAR 10-YEAR 15-YEAR
m Wilshire US REIT Index Price Return m Wilshire US REIT Index Dividend Return
S&P 500 Index Price Return 1 S&P 500 Index Dividend Return

Source: Adelante Capital Management, Wilshire Associates and FactSet, as of June 30, 2016. Introduction to REITS
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REITS PROVIDE ATTRACTIVE DIVIDEND INCOME

Stocks & Bonds

With 5% REITs
5%

With 10% REITs

Return: 11.3% Risk: 9.7% Sharpe 0.64

Return: 11.6% Risk: 9.6% Sharpe 0.66

Return: 11.8% Risk: 9.5% Sharpe 0.68

Fixed Income

Return: 9.6% Risk: 11.7% Sharpe 0.40

With 5% REITs
5%

With 10% REITs

M Stocks

Source: NAREIT.

Return: 9.9% Risk: 11.1% Sharpe 0.44

Return: 10.3% Risk: 10.5% Sharpe 0.48

Bonds W T-bills W REITs
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COMPETITIVE LONG-TERM INVESTMENT PERFORMANCE (%)

B I B I e
REITs TR Developed TR Bond Index Bond Index
1-Year 23.62 12.57 2.99 -10.16 6.00 8.87
3-Year 13.31 8.94 11.66 2.06 4.06 2.80
5-Year 12.52 8.62 12.10 1.68 3.76 1.77
10-Year 7.45 5.00 7.42 1.58 5.13 4.40
15-Year 11.29 9.80 5.75 4.32 5.08 5.50
20-Year 11.23 8.47 7.87 3.96 5.67 5.03
25-Year 11.74 9.37 9.40 5.14 6.19 5.99
30-Year 10.56 N/A N/A 6.02 6.62 N/A
35-Year 12.01 N/A N/A 8.31 8.25 N/A
40-Year 13.49 N/A N/A 9.15 7.68 N/A

Source: NAREIT as of June 30, 2016. Introduction to REITSs 7
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CORRELATIONS - JUNE 30, 2016

Large Cap Small Cap International
Stocks Stocks Stocks

US. Equity 1.00 0.63 0.63 0.50 0.30 0.25
REITs

Large Cap 1.00 0.84 0.83 0.13 0.18
Stocks

Small Cap 1.00 0.71 0.10 0.11
Stocks

International 1.00 0.08 0.40
Stocks

U.S. Bonds 1.00 0.49

Non-U.S. 1.00

Bonds

Al fignres are based on a DCC-GARCH (Dynamic Conditional Correlation — Generalized Autoregressive Conditional Heteroskedasticity: Engle 2002) model using monthly data through June
2016. Listed U.S. equity REITS (FTSYT NAREIT Al U.S. Equity REIT Index), U.S. large-cap stocks (Standard & Poor’s 500 Index), U.S. small- cap stocks (Russell 2000 ]ﬂdm), and
U.S. bonds (Barclays Capital U.S. Aggregate Bond Index) from January 1979; non-U.S. stocks (MSCI AC World ex-U.S. Index) from January 1988; non-U.S. bonds (Barclays Capital Global
Aggregate x-USD Bond Index) from January 1990

Sonrce: NAREIT analysis nsing Matlab with Kevin Sheppard’s DCC-GARCH rontine. Introduction to REITs 8
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DIVERSIFICATION MATTERS

Wilshire US REIT Index, annual returns ranked by property sectors

2007 2008 2009 2010 2011 2012 2013 2014 2015 YTD 2016

-17.60% -39.20% 28. 60% 28.60% 9.20% 17.60% 1.90% 31.81% 4.23% 11.11%
Outlet Storage Apartment Storage Industrial Mfd. Homes Storage
9.80% 5.8% 46.80% 35.40% 31.70% 47.44% 40.66%

Outlet Diversified Apartment Mfd. Homes
4.00% 12.70% 9.85% 26.95%
Outlet Afd. S Local Retail Mfd. Homes
36.00% 1.60% 26.20% 11.20%
Mfd. Homes Mfd. Homes Outlet Storage
-16.60% 40.90% 19.80%

Local Retail Apartment Office Local Retail iz
-18.20% -24.00% 35.70% 30.10% 6.90%
Storage

Mfd. Homes Diversified Apartment Storage TLocal Retail
-19.30% -28.10% 0.00% 29 20% 19.00% 5.90% 17.28%

Office Office Local Retail Storage

Local Retail

Apartment
5.00%

-20.20% Z 14.40% 5.80% 31.53%
Tocal Retail \% TLocal Retail
-40.80% . 30.65%

Office Ofﬁce Local Retail Diversified Office

0% . 11. 19.50% -2.60% 29.75% 8.80%
Storage : iversifie Diversified . Diversified
-24.40% 8 30% 3.509 10.60% .00% -1.90%
Apartment Storage p Str

-25.00% 8.10%

Industrial TLocal Retail Mfd. Homes Apartment Outlet
-67.80% -1.70% 6.30% -6.30% 18.59%

Source: Citi Research. Introduction to REITSs 9
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KEY TAKEAWAYS FOR REITS

* Real estate is a strategic asset class for investors.
* An investment in REITs is investing in real estate.

* A significant share of total REIT returns comes
from dividends.

* Publicly traded REITs diversify an
investment portfolio.
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