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Key takeaways W

— Asian REITs continue to be one of the fastest growing asset classes in the
region

— Asian REITs offer decent yields, a sustainable income stream and exposure
to the region’s biggest landlords

— Historically, this asset class has offered relatively favourable risk-adjusted
returns, lower correlation to traditional asset classes and hence a level of
diversification

Size of the Asia REIT Market

Real estate investment trusts (REITs) are listed companies that own or finance income-producing real estate across
a range of property sectors. By providing investors with diversification and requiring a smaller capital outlay than
direct investments in the property market, REITs are an excellent way to gain access to real estate without buying
property outright. The underlying assets provide capital growth and a stable income stream from rents paid out via
regular distributions.

Asian REITs are by far one of the fastest growing asset classes in the region. Global investors have been drawn to
this liquid market due to low transaction costs, a smaller “bite” size and less cumbersome management and
administration than directinvestment. The number of listings and total market capitalisation has grown significantly
in the last decade, as the market has expanded both in terms of depth and breadth. This trend is broadening to
different Asian markets, most recently including Malaysia, Thailand, India, Philippines and South Korea (Chart 1). We
expect more countries in the region to offer REITs over time.
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Chart 1: Growth of Asia ex Japan REIT market
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There is a compelling growth story within Asia and REITs provide exposure to various high growth sectors and

demographics like the growing middle class consumer, finance hubs and tourism. As per Table 1 below, the IMF
expects 2023 and 2024 GDP growth in Asia to outpace other regions.

Table 1: GDP growth across regions

(Real GDP, annual percent change) Estimate Forecasts
2022 2023 2024
World output 3.4 2.9 3.1
United States 2 1.4 1
Germany 1.9 0.1 1.4
Japan 1.4 1.8 0.8
Emerging market and developing economies
Emerging and developing Asia 43 53 52
China 3 5.2 4.5
India 6.8 6.1 6.8
ASEAN 5(Indonesia, Malaysia, Philippines, Thailand, Vietnam) 52 4.3 4.7
Emerging and developing Europe 0.7 1.5 2.6
Russia -2.2 0.3 2.1
Latin America and the Caribbean 3.9 1.8 2.1
Brazil 3.1 1.2 1.5
Mexico 3.1 1.7 1.6
Middle East and central Asia 5.3 3.25 3.7
Saudi Arabia 8.7 2.6 34
Sub-Saharan Africa 3.8 3.8 4.1

Source: IMF World Economic Forecasts, January 2023
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Large and growing working populations in many Asian countries are expected to boost growth over the next
decade. The need for new city clusters with associated technological advances, production and consumer hubs is
seen increasing urbanisation and providing a boon to the REIT market. Within Asia, Singapore and Hong Kong are
the second and third largest REIT markets after Japan.

Singapore continues to gain momentum in attracting foreign investments with its high calibre of talent, stable
government policies and access to Asia. Financial firms and high-tech companies have both increased investments
in to Singapore. This has reinforced its position as one of Asia's top logistics hubs, with many multinational
corporations establishing a central presence here. We expect continued rising demand for warehouse facilities in
the region.

Hong Kong is China’s financial gateway to the world. Approximately 80% of the Hong Kong stock exchange’s
market capitalisation is for Chinese companies. Further integration of the Greater Bay Area (Hong Kong, Macau and
Guangzhou) is expected to lead to increased demand for Hong Kong office space from Chinese companies. Many
Chinese high-tech companies and banks leased office space even during the COVID-19 pandemic.

Differentiated returns

Historically lower volatility and risk adjusted returns

Singapore and Hong Kong REITS have historically offered relatively competitive returns per unit of volatility versus
other global REIT markets. Chart 2 plots the annualised return and annualised volatility of major REIT, equity and
bond markets. As per the chart, Singapore and Hong Kong REITs have offered attractive returns with similar levels
of risk to their equivalent equity markets. For investors heavily focused on equity, REITs could offer a point of
diversification.

Chart 2: 10-year risk-return profile (Dec 2012 - Dec 2022)
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Diversification

Some investors may be under the impression that Asian REITs are somewhat of a bond proxy, which is not the case.
As highlighted in Table 2 below, historical correlations with key bond markets have been quite low and Asian REITs
actually demonstrate a slightly closer correlation to equities. Asian REITS have a low correlation to both developed
and emerging markets. In our view, this low correlation is advantageous for achieving good portfolio diversification.
Asian REITS also offer segment exposure to mature and stable property markets in Singapore and Hong Kong; in
addition, they also offer exposure to higher growth property markets in China, India, Indonesia, Philippines and
Thailand.

Table 2: Correlation matrix

Asia ex Asia ex
Correlation Matrix BETE]] Japan us us us Global Global Global
(Apr 2018 - Apr 2023) REITs equities REITs equities bonds REITs equities bonds

Asia ex Japan REITs 1.00 0.57 0.11 0.26 0.18 -0.02 0.40 0.33 0.11
Asia ex Japan equities 0.57 1.00 0.09 0.16 0.25 -0.07 0.25 0.45 0.03
Asia bonds 0.11 0.09 1.00 -0.04 -0.09 0.09 -0.03 -0.11 -0.06
US REITs 0.26 0.16 -0.04 1.00 0.75 0.06 0.97 0.72 0.06
US equities 0.18 0.25 -0.09 0.75 1.00 -0.05 0.72 0.95 -0.04
US bonds -0.02 -0.07 0.09 0.06 -0.05 1.00 0.09 -0.04 0.79
Global REITs 0.40 0.25 -0.03 0.97 0.72 0.09 1.00 0.75 0.14
Global equities 0.33 0.45 -0.11 0.72 0.95 -0.04 0.75 1.00 0.04
Global bonds 0.11 0.03 -0.06 0.06 -0.04 0.79 0.14 0.04 1.00
Asia Indices US Indices Indi
1) Asiaex Japan REITs (FTSE EPRA Nareit Asia ex 1) USREITs (DJ US Select REIT Index) 1) Global REITs (FTSE EPRA Nareit Global REITs

Japan REITs 10% Capped Index) 2) US Equities (S&P 500 Index) Index)
2} Asiaex Japan Equities (MSCI Asia ex Japan Index) 3) USBonds (Bloomberg Barclays US Aggregate 2} Global Equities (MSCI World Index)
3} AsiaBonds (JP Morgan Asia Credit Index) Index) 3) Global Bonds (Bloomberg Barclays Global

Aggregate Index)

Source: Nikko AM and Bloomberg
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Attractive dividend yields
Singapore and Hong Kong REITs offer attractive yields in comparison to REIT markets in most developed economies
(Chart 3). They have historically offered yields higher than those of other regions and this has provided a buffer

during volatile markets.

Chart 3: Dividend yields (1-year forward estimates)
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*Historical averages are from September 2003, excluding the GFC period of July 2008 to December 2009. Hong Kong starts from December 2005.

Even though bond yields are rising, in our view total returns from regional REITs still look relatively appealing versus
those of bonds and many other income-generating securities.

Current environment presents an opportunity

As rates have risen over the course of 2022, this has taken a toll on the capital performance of REITs. Acquisitions
have been slightly more challenging due to difficulties in rising borrowing costs. However, we still believe that Asian
REITS are in a good position to deal with continued volatility. For the benchmark stocks in the FTSE EPRA NAREIT ex
Japan REIT Index, we estimate that 71% of their borrowings are pegged to fixed interest rates. This, in our view,
could partially shield these REITs from rising interest rates. In addition, REITs may also benefit from higher rental
income in an inflationary environment provided the regional economies do not fall into a recession.

Asia ex Japan REITs are currently trading at attractive valuations. According to Bloomberg consensus forecasts, the
FTSE EPRA NAREIT Asia ex Japan REITs Index is now trading at a 11% discount to its book value and an expected
dividend yield of 6.0%. This yield is expected to rise to 6.23% and 6.43%, respectively, in the subsequent two years.

Conclusion

We believe that the Asian REIT market will continue to see growth and remain resilient in a world where interest
rates remain high. Providing exposure to emerging Asian growth, REITs present an exciting opportunity with access
to a liquid asset class. Asian REITs continue to offer good dividend yields, risk adjusted returns and potential capital
upside. Their low correlation to other asset classes underscore a good level of diversification. With Asia ex Japan
REITs trading at a 11% discount and with a prospective yield in excess of 6%, we remain enthusiastic with regards
to this asset class.
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Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution
only under such circumstances as may be permitted by applicable laws. This document does not constitute personal investment advice or a
personal recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are
recommended to consult with their independent tax, financial and legal advisers prior to any investment.

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or
participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM's investment strategy in any way. The
information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not
been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or
liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, projections, estimates or
prospects contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own
judgment. Opinions stated in this document may change without notice.

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of
future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal investment.
The mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or sell.

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided
that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko
AM is strictly prohibited.

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it
intended for distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No.
368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association.

United Kingdom: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated in the United
Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This document constitutes a financial promotion for the purposes of the
Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at professional
clients as defined in the FCA Handbook of Rules and Guidance.

Luxembourg and Germany: This document is communicated by Nikko Asset Management Luxembourg S.A., which is authorised and regulated in
the Grand Duchy of Luxembourg by the Commission de Surveillance du Secateur Financier (the CSSF) as a management company authorised
under Chapter 15 of the Law of 17 December 2010 (No SO0000717) and as an alternative investment fund manager according to the Law of 12 July
2013 (No. A00002630).

United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or distribution of
a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. Nikko Asset Management
Americas, Inc. is a United States Registered Investment Adviser.

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries
only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore.

Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only.
The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong Kong. Nikko
Asset Management Hong Kong Limited is a licensed corporation in Hong Kong.

New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It
is for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only.

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer
to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only
and must not be passed to, issued to, or shown to the public generally.

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti
Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement
or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public
offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing
or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait.

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated
by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United
Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in
full or in part for any purpose whatsoever without a prior written permission from Nikko AME.

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is
not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not
therefore benefit from any protections that would be available to such clients.

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any
time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers or may provide or
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have provided significant advice or investment services in any investments referred to in this document or in related investments. Relevant
confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings group and not available to
Nikko AME because of regulations or internal procedure is not reflected in this document. The investments mentioned in this document may not
be eligible for sale in some states or countries, and they may not be suitable for all types of investors.

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by
the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an
offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive
Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of
whatsoever nature within the territory of the Sultanate of Oman.

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent
investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be
reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior
written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries
regarding the Strategies should be made to Nikko AME.

United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to constitute,
a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being offered to a
limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in an investment
in such Strategy, and (b) upon their specific request. The Strategy has not been approved by or licensed or registered with the UAE Central Bank,
the Securities and Commodities Authority or any other relevant licensing authorities or governmental agencies in the UAE. This document is for
the use of the named addressee only and should not be given or shown to any other person (other than employees, agents or consultants in
connection with the addressee's consideration thereof). No transaction will be concluded in the UAE and any inquiries regarding the Strategy
should be made to Nikko Asset Management Europe Ltd.

Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be
construed as, an offering of financial investment products or services. Nikko AM is not making any representation with respect to the eligibility of
any person to acquire any financial investment product or service. The offering and sale of any financial investment product is subject to the
applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered
under the private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such
registered fund shall be conducted only through a locally licensed distributor.
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