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Including figures from the Japan Monthly Property Index to end-January 2012
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\/ The total return for Japanese real estate investments was 3.8% for the year to the
-4 end of January 2012, according to the latest figures from IPD Japan. The total return
8 Total Return comprised of an income return of 5.3%, and a capital return of -1.5%. Capital values
Income Return are continuing to decline month-on-month. The IPD Japan Monthly Property Index
212 4 tracks the investment performance of income-producing assets valued at JPY 9.1

= Capital Return

trillion. To see the full results, visit www.ipd.com/japan-index.
-16 -
12-02 12-03 12-04 12-05 12-06 12-07 12-08 12-09 12-10 12-11 12-12

BARORBERE M-IV - V- (W3-8 - FER (EAKER) HARDOREE) I~ (BH) - 20124E14
20 4 Year to end January 2012 Annualized Total Return
Total Income Capital 3yrs 5yrs 10 yrs
15 -
e 38 53 -15 04 15 5.0
All Sectors
10 -
Ui 4.4 5.6 -1.2 13 1.2 6.4
V'S Retail
5 \/ -
— st 20 50 29 2.5 12 6.2
Office
0 T ¥ o :
Retai G0 2T 7.5 5.7 17 4.7 4.0 9.7
Industrial
_5 B s Office. o
e 6.1 57 04 14 14 438
Residential Residential
-10 -
12-02 12-03 12-04 12-05 12-06 12-07 12-08 12-09 12-10 12-11 12-12 Source: IPD Japan Monthly Property Index
AEROTEE) -y Wi-BIN/Y - E¥er A 4RI
8 - BREBITEEI-ORN T EHE R bEWI-vEH I THY | FR)I-Vide.
mTo July 2011 mTo October 2011 1% Th D, FEEOV-/T EF LHT TEBY . @EPAEMIE Sy« 1h-v37 72T
7 A B D, JEETRYNC) -3 LI BB I-Ch o 7end, FIER hr - V-3
ToJanuary 2012 IANCIR S THELT (KIRE LTHEER-12%) o A7 ATEEMIED R REL)NT
6 1 VB EE NV OUER R OND, WEIWFEDA/T IR DL JEHRDT
s | WA A BED (EH56.4%, 17/A4136.2%) .
4 -
Let residential property has continuously been the top performing major sector, with
3 a y-o-y total return of 6.1%. Residential returns are continuing to improve, and the
2 sector has had positive capital growth for the last half of the year. Retail property
(currently 4.4% y-o-y) was the first of the major sectors to achieve positive returns,
14 but has not yet achieved a positive capital return (still -1.2% y-o-y). Office returns are
still improving as the rate of capital decline moderates. Over the full ten years of the
0 - index, retail investments are slightly ahead of offices, with annualized returns of
Retail Office Residential All Sectors 6.4% and 6.2%.
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0 *vvj—ﬁl: B According to the most recent figures, Japanese bonds had a small positive return,
which was a similar level to that of direct real estate investments. The year-on-year
20 - performance of Japanese equities was positive to the end of March 2012, which is
the first positive return since July 2011, but this turned negative again for the year to
a0 | end-April. The return for the J-REITs is still in negative territory but did improve to
the end of March 2012.
-60 - Sources: Nomura BPI, TOPIX, STBRI, IPD Japan
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In addition to the difference in performance already noted at sector level, there have
also been significant differences in the performance of sub-markets and different
geographic regions of Japan. Currently, provincial residential property is occupying
the top two positions in the year to end-January. At the other end of the ranking
scale, the three worst performing sub-markets were all in the office sector.
However, the general improvement of offices has already been noted.
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The IPD Japan Monthly Property Index shows the return on direct real estate
investments on an unleveraged basis. However, debt is widely used by real estate
investors in Japan, sometimes at very high levels, and it has often made a big
difference to the fund returns achieved. The graph to the left shows the return from
the index (100% equity) alongside returns assuming different levels of debt
expressed on a loan-to-value (LTV) basis, each assuming interest at 4%. The amount
of leverage can make a dramatic difference to the total return, both on the upside
and the downside. However, the last 12 months has been a period in which the debt-
level has not had a big impact.
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The second-hand condominium prices in Tokyo 23 Wards have continued to fall
according to the latest IPD-Recruit Residenital Price Index. It was Family type that
showed the biggest fall in value at -5.1% for the year to end-April 2012, followed by
Single type at -4.8% and DINKS type at -4.4%. More details are available at
www.ipd.com/japan-recruit.
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The Japanese property investment market did not have inflationary pressures to help
it grow during the upswing, but, like other markets, Japan lost all the growth
achieved in the downswing. The UK capital return is still positive year-on-year, but
the UK capital index fell for a third month in February. This may have wider
significance, because UK real estate has been particularly responsive to the global
economy and may be a lead indicator for other markets. Elsewhere, the rate of
growth is either stable or falling.
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