











four property sectors. Almost 42 percent of respondents
believe that investments within the hotel sector are a stable
prospect, as India is projected to be the second-fastest-
growing tourism market in the world. In addition, buyers look
to move on industrial/distribution properties, as the country
continues to expand production and not be as service-
focused as in the past.

Melbourne

In 2010, investment prospects in Melbourne are up, as

the city moves two spots to ninth. Similarly to Sydney, the
development average rating increased, but Melbourne
remains right where it was last year. Investors are com-
fortable with controlled development and believe that this
will lead to an increase in demand within Melbourne. “It's
simple—Sydney and Melbourne are best due to limited
supply,” states a real estate executive. Another claims, “All
the stock that’s coming [online] in the next two years—a lot
of it in the Docklands—is precommitted, so you’re going to
[have] a lot of that space coming out of the CBD.”

EXHIBIT 3-18
Melbourne
Prospects Rating Ranking
Investment Prospects Fair 543 9th
Development Prospects Fair 484 13th
Investment Recommendation of Survey Respondents
M Buy Hold M Sell
Office
Retail pAR I/ .2%
Industrial/ 27.4%

Distribution

Hotels j£55/
Apartment
Residential (Rental) 25.0%

Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.
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Property sector interest is in office, as over 35 percent of
participants believe there are buying opportunities, placing
Melbourne fourth overall within that sector. Property yields
within this sector seem to be softening and funds are inexpen-
sive. Therefore, there has been a shift in transactions being
driven mostly by private and offshore investors. Rental rates
will lighten over the short term, but vacancies should remain
fairly stable due to the limited development pipeline. “We've
only got vacancies of 5 to 6 percent in Melbourne,” and
“this is a credit crunch in Australia, not an oversupply or an
inherently sick property market,” believe interviewees as they
continue to view Melbourne as a potential investment.
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EXHIBIT 3-19
New Delhi
Prospects Rating Ranking
Investment Prospects Fair 5.29 10th
Development Prospects Fair 5.45 4th
Investment Recommendation of Survey Respondents
M Buy Hold M Sell

[V (1:230:4% 19.0
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Industrial/
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Hotels p41E/
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Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.
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New Delhi

Similar to Mumbai, New Delhi remains fairly stable in its
movement from the 2009 Emerging Trends publication.
Investment prospects dipped just one spot to tenth and
development ratings remained in the fourth spot overall.
Even so, both ranking averages increased slightly, show-
ing signs that the bottom might be near with recovery in
the coming year. The situation has been helped by the
fact that “the Indian government has allowed only very
limited amounts of debt to be made available to the real
estate sector.” However, “while affordable and middle-class
residential has almost bottomed, luxury residential, com-
mercial office, and retail still have more room for value ero-
sion,” believes one real estate professional. This has been
aggravated by the fact that “in parts of the country, you're
seeing extreme oversupply situations—in some places like
Chennai and Delhi, there is oversupply running at 4 million
to 5 million square feet.”

Supply and demand will be determined over time.
However, 44.8 percent of survey respondents feel strongly
that residential buying opportunities run throughout the city.
In addition, the city will prosper from increased tourism
expected in Mumbai, as only 12 percent of hotel investors
think now is the time to sell.

Taipei

Investment and development prospects for Taipei declined
in 2010 to 11th and ninth, respectively. Even with survey rat-
ing declines, though, capital and investment markets seem
to be opening up for real estate. Global institutional investors
remain on the sidelines, but domestic capital shows interest
as increased transactions have begun. “Taiwan has some
big institutional investors . . . don’t underestimate the power
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EXHIBIT 3-20 EXHIBIT 3-21
Taipei Guangzhou
Prospects Rating Ranking Prospects Rating Ranking
Investment Prospects Fair 5.27 11th Investment Prospects Fair 55 12th
Development Prospects Fair 5.14 9th Development Prospects Fair 517 8th
Investment Recommendation of Survey Respondents Investment Recommendation of Survey Respondents
M Buy Hold M Sell M Buy Hold M Sell
Office 13.8% Office 29.2%
Retail P20 18.0% Y3011 29,9% 17.2%
Industrial/ 5 5 Industrial/ o o
Distribution RAALEL 2t Distribution A% 23.4%
Hotels 22.2% Hotels 33.3%
Apartment q Apartment 5
Residenlialp(RenlaI) 14.0% Residenlialp(Renlal) 24.3%

Source: Emerging Trends in Real Estate Asia Pacific 2010 survey. Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.
of local capital sources in that region,” “Taiwanese institu- EXHIBIT 3-22
tions are constrained at the moment to invest in just Taiwan, Ho Chi Minh City
so capital is available,” state a few investors.

Retail seems to be the property sector of most interest, Prospects Rating Ranking
as almost 25 percent would agree that there are buying Investment Prospects Fair 594 13th
opportunities. Residential follows closely as 22.8 percent Development Prospects Fair 5.49 3rd
are looking to buy in the coming year. This number is down, )
though, from the 2009 report where almost 30 percent rec- Investment Recommendation of Survey Respondents
ommended buy. A decline in residential buying, though, can M Buy Hold M Sel

be attributed to skyrocketing property prices in the city. Low
interest rates and a spike in demand have created home
prices that many cannot afford, creating concern over the
similar housing bubble experienced in the United States.

Guangzhou

Though the lowest rated—coming in at 14th—of covered
cities in China, Guangzhou still managed to improve its
investment prospect rating for 2010. Furthermore, this area
offers many development prospects as its rating jumps
nine positions to eighth in the rankings. This is perhaps
partly due to the fact that prices in Guangzhou took more
of a loss during the 2007-2008 property market downturn
than other cities in China: “Values came off 50 percent, and
they've only come back, say, about 20 percent.”

As Chinese production shows signs of growth, so do
industrial/distribution real estate markets. According to 31
percent of survey respondents, there are buying opportuni-
ties within this sector. In addition, almost 30 percent of survey
respondents believe that Guangzhou is a retail sector buy,
with 53 percent recommending a holding period. According
to CBRE Research, retail stock growth is expected to increase
over 20 percent in 2010, with primary focus on large-scale
shopping centers.

1 (7:132.9% 21.4%
Retail /5157 13.4
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Apartment prap, 19.0%
Residential (Rental) S 0

Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.
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Ho Chi Minh City

The largest populated city in Vietham comes in 13th accord-
ing to investment rankings, the same position it attained in
2009. “There are land auctions in Vietham now . . . mov-
ing toward greater institutional participation,” claims one
investor. Ho Chi Minh City’'s economy has been sluggish
due to a slowdown of the once-thriving export-driven busi-
ness. Manufacturing for export, similar to China, has been
a true catalyst for real estate. However, it seems to have
overheated this year and struggles with the large drop in
demand. Similar to other governments, stimulus plans are
in effect in Vietnam to revitalize the current economic state.
However, many placed restrictions seem to work against
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these efforts. One interviewee agrees, saying, “So if you put
China and Vietnam in the same basket, then people may
well go to China because at least you know that that econ-
omy is going to grow at 8 percent.”

Even as construction costs increase combined with
growing oil prices, the city’s development opportunities
continue to be of interest. In the 2010 survey results, the
city’s development rating average is up and the ranking
has dropped only one position. According to industry ana-
lysts, one driving force within real estate development is the
rapidly expanding middle class. Survey results agree: Ho
Chi Minh City ranks seventh overall in residential, with over
36 percent wanting to buy this year. In addition to residen-
tial, middle-class growth has stimulated interest in retail as
almost 42 percent would buy real estate within this sector.

Bangalore

Even as India somewhat dodges the global recession,
Bangalore real estate investments and developments aren’t
as capital-focused as last year. Respondents’ investment
ratings of the city only slightly decreased, but a number
of other real estate markets took the spotlight, dropping
it to 14th overall. Development ratings dropped six spots,
even though the average rating didn’t change. A profes-
sional agrees, saying, “The Bangalore region will remain
subdued in 2010.”

EXHIBIT 3-23
Bangalore
Prospects Rating Ranking
Investment Prospects Fair 5.21 14th
Development Prospects Fair 5.27 7th
Investment Recommendation of Survey Respondents
M Buy Hold M Sell
otce P27
Retail EFX)
Industrial/ 0 o
Distribution ELEEE
Hotels FEXZ
Apartment 5 o,
Residential (Rental) [Atdls 15.2%

Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.

India’s hotels continue to be of interest, as Bangalore
ranks fourth overall, with almost 24 percent of the respondents
saying buy. In addition, a spotlight on residential is found in
Bangalore, with close to 29 percent buying within this sector.
In 2010, office and retail investors should think of holding or
even selling according to Emerging Trends results.
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EXHIBIT 3-24
Kuala Lumpur

Prospects Rating Ranking
Investment Prospects Fair 519 15th
Development Prospects Fair 5.05 12th
Investment Recommendation of Survey Respondents
M Buy Hold M Sell
Offce
Retail 12.7%
Industrial/ pyrey o
Distribution K2 26.8%
Hotels 25.5%
Apartment o) 0,
Residential (Rental) 17.9%

Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.

Kuala Lumpur

The Malaysian city of Kuala Lumpur has been heavily
affected by the current global recession. The current unem-
ployment rate is approaching levels never experienced by
the city. This and other economic indicators are key driv-
ers as real estate professionals evaluate and rank the city
investment prospect 15th in the 2010 survey. Respondents
believe there might be some opportunities for development,
but still drop it one spot to 12th. “Malaysia some years
ago controlled capital and opened and closed the door
... they've opened the door several times to the extent
that most of us now will not have it on the radar screen,”
according to one investor.

High-yield property investments attract some, but respon-
dents seem to shy away from any buy suggestions in all five
property sectors. An investor agrees, saying, “People might
like Malaysia because there were high cap rates and avail-
ability of stock, but the risk is the reason we are sticking to
the core markets.”

Auckland

New Zealand’s largest city has more or less maintained its
investment position, but managed to move up one posi-
tion to 16th overall. Throughout Emerging Trends’ survey
history, the city hasn’t placed higher than 14th in invest-
ment rankings. Development in New Zealand is limited in
2010 and Auckland seems to take the largest fall to 18th, a
six-position drop from last year. Property sector interest is
minimal, as Auckland rates the lowest across all five sec-
tors, with the majority of participants recommending a sell
or hold for the coming year.
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EXHIBIT 3-25 EXHIBIT 3-27
Auckland Osaka
Prospects Rating Ranking Prospects Rating Ranking
Investment Prospects Fair 4.75 16th Investment Prospects Fair 4.64 18th
Development Prospects Fair 4.60 18th Development Prospects Modestly Poor 4.05 20th
Investment Recommendation of Survey Respondents Investment Recommendation of Survey Respondents
M Buy Hold M Sell M Buy Hold M Sell
oftice ] oice TX
Retail ] Retail [
Industrial/ q Industrial/ 0
Distribution & Distribution
o o Apartment o
ol Residential (Rental) 12.7% 38.1%
Apartment 5 5
Residential (Rental) 3 21.3% Hotels 23.4%
Source: Emerging Trends in Real Estate Asia Pacific 2010 survey. Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.
Osaka
‘EJXHk'B'JtS'ZG “Areas outside of Tokyo will be particularly hurt because
akarta of oversupply and lack of financing,” according to one
Prospacts Ratln Rankin real estate professional. Survey respondents seem to
: 4 g ng agree, as Osaka investment rankings have fallen to 18th
Investment Prospects Fair 4.66 17th after being in the top spot in 2007. One investor believes
Development Prospects Fair 4.61 17th . . ) e
that “there is a huge amount of supply in many of cities in
Investment Recommendation of Survey Respondents Japan, outside Tokyo.”
M Buy Hold WS Even though the majority of survey participants believe

office [ 28.1%
Retail FEL 24.6%
Industrial/ 0
Distribution 25.0%

Hotels m
Apartment
Residential (Rental) 21.6%

Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.
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Jakarta

After years at the bottom for both investment and develop-
ment rankings, Jakarta has moved up to 17th in both catego-
ries. Investors and developers seem to have a newfound inter-
est in the city, often drawn by its large population and growing
business opportunities. This is strongly due to the global crisis
not having the same massive negative effects on Indonesia.
Therefore, economic growth is projected for the coming year.
Even with those expectations, though, property-focused inves-
tors still recommend holds for all types in 2010. One investor
agrees, saying, “I don't think you're going to see many guys
jumping into Indonesia in a big way.”

that all property sectors should be a hold in the com-

ing year, 29 percent would recommend selling office real
estate. Corporate demand seems to remain weak and
vacancies have exceeded levels not witnessed since late
2005. In addition, rental rates continue to fall as new build-
ings make it difficult to secure leases.

Bangkok

Similar to other Asian countries dependent on exporting,
Thailand deals with substantial economic contraction now
with the possibility of small growth in 2010. Economic growth
within the country, though, is strongly dependent on export-
oriented production, as well as import demand. With those
concerns, real estate markets are “a bit of a basket case,”
says an investor. Survey respondents seem to question real
estate investments in Bangkok as well, dropping the city one
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EXHIBIT 3-28
Bangkok

Prospects Rating Ranking
Investment Prospects Fair 458 19th
Development Prospects Fair 464 16th

Investment Recommendation of Survey Respondents

M Buy Hold M Sell

office [ 27.0%
Retail L5/ 31.1%
Industrial/ _
Distribution K& 29.6%
Apartment 14.0% 36.0%

Residential (Rental)
Hotels §ERA/ 31.4%

Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.

spot to the 19th prospect rank. Risk in development oppor-
tunities might not be as much of a concern, as the city’s
development prospect rank declines to 16th overall. Survey
responses show that all property sector recommendations
lean toward a hold or sell for the coming year.

Manila

There continues to be a lack of interest in real estate invest-
ing in Manila as survey results place it last in investment
and 19th in development. Investment interest continues to
be minimal, as the city has reached only as high as 18th in
2007, the first year of Emerging Trends in Real Estate Asia
Pacific. In 2010, respondents rate all property types a hold.
However, sell percentages are high in office, retail, and
residential for the coming year.

Property T'ypes in Perspective
Besides investment and development prospect ratings by
city, Emerging Trends survey respondents rate the same
by five property sectors. As seen in Exhibit 3-30, residential
tops both the investment and development list, followed by
the retail sector. Both residential and retail are the only sec-
tors to have increased ratings compared to the 2009 survey,
with office, industrial/distribution, and hotel all declining
year-over-year. Even with these declines, though, average
property ratings remained stable in both the investment and
development categories.

Even though globally the future for many real estate
property markets seems questionable, many investors in
various Asia Pacific markets believe that now is the time
to take advantage of residential property opportunities.
This strong comeback of buyer interest within the sector is
mainly driven by expectations that the current economic
downtrend has reached bottom. According to one real
estate professional, “Residential presents good opportuni-
ties given a diverse base of income, stronger yields, and
efficient use of space.”

This seems to be the sentiment of survey participants’ as
investment rankings for residential went from the last posi-
tion (4.64) in the 2009 survey to the first overall spot (6.10).
Residential development prospect ratings displayed the
same trend, jumping from last to first as well. One developer
states, “Development levels will depend on the economy.”
Both retail investment and development ratings had a slight
increase compared to last year, but enough to make them

EXHIBIT 3-30
Real Estate Sector Performance
Prospects for 2010

EXHIBIT 3-29
Manila

Prospects Rating Ranking
Investment Prospects Fair 456 20th
Development Prospects Fair 4.50 19th

Investment Recommendation of Survey Respondents

M Buy Hold M Sell
Office 36.4

Retail [R5 34.6%

Industrial/
Distribution 40.8%

Apartment
Residential (Rental) Lot

Hotels [ZJIR157)

Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.
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EXHIBIT 3-31
Real Estate Sector Prospects for
Capitalization Rates
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Source: Emerging Trends in Real Estate Asia Pacific 2010 survey.

the second sector of interest. Even as other regions’ retail
players struggle, investors believe that well-placed retail
throughout Asia leads to success due to a lack of oversup-
ply. In addition, many believe that retail real estate will trig-
ger greater domestic spending and possibly reduce the
weight of foreign exporting. Investors agree, stating, “I think
retail is a superb area to get into,” and “retail development
works anywhere that is urbanizing.”

In 2010, office posted the largest average rating decline
and fell from first to third overall. Global economic declines
have affected all property sectors, but job loss from one
country to another has the largest effect on office space.

“| think the office market in a number of significant cities is
oversupplied and going to be that way for the next two or
three years,” “main cities and prime office might be safe,”
and “commercial office still has more value erosion ahead”
are a few quotes supporting the sector decline.

The industrial/distribution and hotel sectors are facing
declines in the coming year as the current economic cri-
sis is a key driver to the lack of consumer spending and
increased saving. With these factors, exporting and use of
industrial facilities across Asia are declining. In addition,
both personal and business travel has dropped, affecting
hotels’ bottom line and real estate values.
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Rod de Aboitiz

AMB Property Corporation
Michael Evans

Angelo Gordon
Jon Tanaka

Arcapita Pte. Ltd.
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Asset Managers Holdings Co., Ltd.
Kenji lwasaki

The Association for Real Estate Securitization
Ichiro Makijima

Australand
Bob Johnston

The Blackstone Group Japan K.K.
Alan Miyasaki

CBRE Japan K.K.
Ben Duncan
Andy Hurfurt
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Kevin Stanley

CB Richard Ellis
Richard Butler
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Marc Townsend
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Paul Say

DTZ
David Watt

Emboss Capital
Mark Kumarasinhe
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Genkai Capital Management Co., Ltd.
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GE Real Estate
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GIC Real Estate Pte. Ltd.
David Dickinson
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Masato Miki

Goodman Group
Anthony Rozic
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Andrew Kerr
Bevan Towning
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Nick Loup
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Koshiro Hiroi

Harvest Capital Partners
Rong Ren
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Raymond M.J. Chow
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Takehiko Uehara

Independent
David H. Schaefer

ING Property
Valentino Tanfara

ING Real Estate
Shane Taylor

ING Real Estate Investment Management
Richard T.G. Price

ING Real Estate Investment Management (Asia)
Hidetoshi Ono

Jones Lang LaSalle Hotels
Scott Hetherington
Tomohiko Sawayanagi
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Jones Lang LaSalle, Tianjin, PRC
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J.P. Morgan
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Kenedix REIT Management, Inc.
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Frank Krile

M3 Capital Partners
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Peninsula Real Estate Capital Advisors LLC
Christopher E. O'Brien

Pramerica Real Estate Investors
Victoria Sharpe

Premier REIT Advisors Co., Ltd.
Fumihiro Yasutake

Professional Property Services Group
Nicholas Brooke

Property Council of Australia
Peter Verwer
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of Singapore (REDAS)
Steven Choo
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Henry (Wei) Chin
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Brian Chinappi

Mark B. Fogle

Tan Yen Keng

Niel Thassin

RREEF Research/Deutsche Securities Inc.
Koichiro (Ko) Obu

Savills Japan K.K.
Christian Mancini

Savills Property Services (Beijing) Co. Ltd.
Matt Brailsford

Spring Investment Co. Ltd.
Naoto Ichiki

Star Mica Co., Ltd.
Masashi Mizunaga

Starr International
Alison Cooke

Tokyu Real Estate Investment Managemnet Inc.

Masahiro Horie

TOP REIT Asset Management Co., Ltd.
Nobuhito Endo

Touchstone Capital Securities Co., Ltd.
Fred Uruma

UBS Securities Japan Ltd.
Lisa Colacurcio

Urban Land Capital Ltd.
Tyler E. Goodwin

Valad Property Group
Peter Hurley
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PricewaterhouseCoopers real estate group assists real estate
investment advisers, real estate investment trusts, public and pri-
vate real estate investors, corporations, and real estate manage-
ment funds in developing real estate strategies; evaluating acqui-
sitions and dispositions; and appraising and valuing real estate.
Its global network of dedicated real estate professionals enables
it to assemble for its clients the most qualified and appropriate
team of specialists in the areas of capital markets, systems analy-
sis and implementation, research, accounting, and tax.

This publication has been prepared by Real Estate specialists

across the PricewaterhouseCoopers network, who are a part of
our global Asset Management industry group. Real Estate is one
of four distinctive subsectors, each with its own opportunities

and challenges.
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The mission of the Urban Land Institute is to provide leadership in
the responsible use of land and in creating and sustaining thriving
communities worldwide. ULI is committed to
B Bringing together leaders from across the fields of real estate
and land use policy to exchange best practices and serve com-
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B Fostering collaboration within and beyond ULI's membership
through mentoring, dialogue, and problem solving;
Bl Exploring issues of urbanization, conservation, regeneration,
land use, capital formation, and sustainable development;
B Advancing land use policies and design practices that respect
the uniqueness of both built and natural environments;
B Sharing knowledge through education, applied research, pub-
lishing, and electronic media; and
B Sustaining a diverse global network of local practice and advi-
sory efforts that address current and future challenges.
Established in 1936, the Institute today has more than 32,000
members worldwide, representing the entire spectrum of the land
use and development disciplines. ULI relies heavily on the experi-
ence of its members. It is through member involvement and informa-
tion resources that ULI has been able to set standards of excellence
in development practice. The Institute has long been recognized
as one of the world’s most respected and widely quoted sources of
objective information on urban planning, growth, and development.
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