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The residential total
return index has
experienced growth of
135% To December
2009 (10%
annualised), Double
the 68% returned to
investors in
commercial property
(5.8% annualised).

Residential has
outperformed all the
main commercial
sectors over the 9
year period.
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Over fifty years real house
prices have risen by 274%
compared to a -55% fall in
real commercial property
value.

This represents long run
annual residential value
increase of inflation plus
3.3% compared to inflation
minus 1.2% per year for
commercial property.
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Real cash return on December 2000 £100 investment

Residential £186 [N 7 1

Standard Retails South East £160
Retail Warehouses £151

Standard Retails Rest of UK £140
Office West End & Mid Town £139
Industrial South Eastern £136
Industrial Rest of UK £135

All Commercial Property £133
Office Rest of UK £128

Shopping Centres £119

Office Rest of South East£112
Office City £104

Source: IPD
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A spread of
£82 from
residential at
the top to City
offices at
bottom in the
current value
of £100
invested In
2000.
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#$

Residential approximately 15% of the end 2009

European Investment portfolio mix .
P P 2009 Total returns, local currencies% pa

2.0
2.0

Other

Residential 7%
esidential 1.4

14% ) : -2
Retail

30%

0.7

Industrial -1
8%

-0.1

All Retail Office Industrial Residential
Office

41%

Source: IPD, KTI
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Income return
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Over the last 9 years, European B IPD Europe Capital return

Residential has rewarded investors O IPD Europe Income return
8.0 - with the same ‘highs’ in capital 7 9 IPD Europe Total return

returns, without the same lows (to
6.0 - date). Albeit with a the

characteristically lower net income

distribution.
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% of total real estate investment portfolio value

Allocation to residential % CV
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O Residential Total return
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Abandons procedure for rental norms

Market players negotiate rents — no state interference
Tripartite negotiations include private landlords
Scope for local models

Utility value retained
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To pay market rate of interest
Benefit from lower interest accrues to municipality
Adjusted equity capital to give return

= pushes up level of rents
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* Freer level of rents — yes, but still regulated

o Stimulates production of residential rental properties
o Future prospect of better functioning market

* More attractive for investors and landlords
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1-Yes

2 - No

3 - Yes in some countries, no in others
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1-Yes 50%

2 - No ﬂ 59

3 - Yes in some countries, no in others 45%
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1 - Increase substantially

2 - Increase marginally
3 - Stay the same
4 - Decrease marginally

5 - Decrease substantially
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1 - Lack of suitable product on market

2 - Legislative/regulatory restrictions on ownership
3 - Tax issues

4 - Inadequate data

5 - Allocations already high

6 - Other
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2 - Netherlands

3 - Germany
4 - France

5 - Italy

6 - Nordics
7 - CEE

8 - Other
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2 - Netherlands
3 - Germany

4 - France

5 - ltaly

6 - Nordics

7 - CEE

8 - Other
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1 - Stable cash-flows

2 - More stable market prices

3 - Higher returns

4 - Favourable outlook in the long term
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1 - Stable cash-flows

2 - More stable market prices

3 - Higher returns @ 6%

4 - Favourable outlook in the long term 1

17%

67%
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*Residential market let investment has consistently rewarded
iInvestors with greater returns than commercial property and other
asset classes since 2000 despite lower income returns.

*The long term real performance of residential represents a
hedge against inflation and volatility whilst maintaining impressive
performance relative to other sectors.

*Changing market conditions will open up new opportunities for
new and existing investors.

In general Institutions are still to be convinced about residential
iInvestment, but sentiment is beginning to shift
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