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The City View — AREITs Issue 4
Is the Valuation of Office Property Flawed?

Valuations, True Cash Earnings and Growth Impact on REITs — In this edition
we look at the valuation process for office buildings, with and without assumptions
of perpetual capex requirements. We attempt to determine the true cash earnings of
an office building, and address the impact of potential growth in both face and
effective rents on listed REITs.

Quoted Office Yields Are Overstated by c.210bp — A typical A-Grade office
building in Sydney capitalized at 7.25% is actually deriving a true cash yield some
210bp lower after allowing for maintenance and leasing capex. As such yields for
commercial property are generally overstated.

Low Yields Are Fine, as Long as Growth Lifts IRRs to Appropriate Levels — In
our view, over 5% net face rental growth pa is required over a 10-year cash flow to
justify a 9% IRR. Based on historical ‘through the cycle’ growth numbers, this
appears excessive, given that net face rental growth has only averaged c.2% pa
over the past 25 years in Sydney CBD, with zero growth on a net effective basis.

There Are Windows of Strong Growth, However — Over the past 25 years there
have been four periods of above-average growth, being '88/89 with annualized growth
of over 20%, '95-98 with growth of 5.1%, '99-01 with growth of 10.1%, and 2005-
2008 with growth of 10.3%. This would imply that attempts to time the market may
be appropriate, although we note that REITs rarely do this to a meaningful degree.

Strong Market Rental Growth, Benign Portfolio Growth — While market
expectations for rental growth are currently strong, we estimate that portfolio income
growth is likely to be materially lower (see Figure 11 and Figure 12). In addition, the
analysis highlights that income growth is highly dependent on the Sydney CBD,
given it contributes 77% of FY12-13 expected rental growth, see Figure 9.

Cyclical Upswing Keeps us Positive on Office Markets — Despite the low cash
yields offered by office assets, we remain positive given the potential for above
average rental growth through 2012 and 2013 to be reflected in NTAs and REIT unit
prices.
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Is the Valuation of Office Properties Flawed?

The three most common questions that are asked regarding office property are: 1)
what are the underlying cash earnings?, 2) why is capex not capitalized in
perpetuity in the valuation process?, and 3) isn’t growth always overstated? The
treatment of capex — both maintenance and incentive — is, in our view, the key
variable in office given it is opaque and misunderstood.

In this edition we look at the valuation process for office buildings, with and without
assumptions of perpetual capex requirements. We attempt to determine the true
cash earnings of an office building, and address the impact of potential growth in
both face and effective rents on listed REITs.

We have included a glossary of key office market terminology in Appendix A.

The Capitalization Approach for Office Buildings

The valuation of commercial property is generally undertaken with regard to both
the capitalization of passing net income and the discounted cash flow approach.

The process of the traditional capitalization approach is summarized as follows:

m Determine a fully leased net face rent. Net face is the rent after deducting
outgoings and excluding incentives. It includes the rent that would be achieved
on space that is currently vacant.

m Divide the fully leased net face rent by the required yield to derive a capitalized
value.

® Deduct from the capitalized value immediate capex required to lease the existing
vacant space. This includes leasing incentives, capex requirements, rent free
period until the space is anticipated to be occupied and leasing agents fees.

® Deduct leasing up allowance for forthcoming vacancies. Generally this would
capture future expiries where the space is expected to be vacated or simply any
potential vacancies over the forward 24-36 month period. Adjustments are again
made for leasing incentives, capex requirements, rent free period and leasing
agent’s fees.

Where the argument arises in the Where the argument arises is that maintenance and incentive capex are ongoing
valuation process is the treatment of costs and should be included in perpetuity. We tend to agree for two main reasons.

maintenance and incentive capex
m First, the capital intensive nature of office buildings requires a considerable

amount of maintenance capex on an ongoing basis that is not necessarily
recovered from tenants. As a rule of thumb, ~5% of capital value over a 10-year
period is generally allowed for maintenance capex.

Sydney CBD office incentives have B Second, incentives are a structural part of the Australian office market. As
averaged just over 20% since 1987 and an example, prime Sydney CBD office incentives have averaged just over 20%
18.3% over the past 10 years since 1987 and 18.3% over the past 10 years. As such it is reasonable to

assume that incentive capex will remain in some form in the foreseeable future
(note the exception to this rule is in periods of severe undersupply such as Perth
in the two year period to 2008).

Citigroup Global Markets
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Figure 2 below we complete a hypothetical valuation of a typical A-grade office
building based on the conventional approach of capitalizing face rents. Key
assumptions are listed in Figure 1. We model this scenario on a typical Sydney A
Grade building with specific assumptions including vacancy of 8%, current
incentives of 25% (versus a through-the-cycle level of 15%) and a cap rate of
7.25%. This conventional valuation approach derives a value of $275m, or just over
$9,200 psm.
Capitalizing true cash earnings rather Using our alternative approach, we capitalize effective rents with an ongoing
than face rents results in a valuation allowance for maintenance capex. Put another way, we capitalize what we estimate
some 22% lower to be true cash earnings. In this example, instead of capitalising $21m, we capitalize
$15.9m, with the difference of $5.1m pa representing annual estimated
maintenance capex of $1.4m pa (50bp of capital value per annum, or $45psm) and
through the cycle incentive capex of $3.7m pa.
The result of this approach is a valuation of $214m, some 22% lower than the
conventional approach above.
Figure 2: Conventional Capitalisation Approach
Valuation Conventional Approach Capex In Perpetuity
Current Passing Income 19,320,000 19,320,000
Add Recoverable Outgoings 3,312,000 3,312,000
Add Estimated Gross Rental Value on Vacant Space 1,968,000 1,968,000
Potential Gross Income Fully Let 24,600,000 24,600,000
Less Vacancy factor / ongoing capex requirements - 5,065,234
24,600,000 19,534,766
Figure 1. Input Table Less Total Outgoings 3,600,000 3,600,000
Building Area (sqm) 30,000 NET INCOME 21,000,000 15,934,766
Net face rent psm ($/sqm) 700
Outgoings ($/psm) 120 CAPITALISED AT 7.25% 7.25%
Current Incentives 25.0%
Current Occupancy 92.0% CAPITALISED VALUE 289,655,172 219,789,880
Perpetual Vacancy Factor -
Cu'rrent Market Capitoalisation Rate 7-252/° Less Lease up Allowance for Existing Vacant Space 984,000 984,000
Leasing Agents Fees (% of gross rent)  12.5% Less Agents Fees for existing vacant space 246,000 246,000
Average Lease Term (yrs) 7 Less Incentive / Fitout Allowance for existing vacant 3,444,000 -
Capex (% Cap Value pa) 0.5% space
(E) Incentives (thru cycle) 15.0% Less loss of rent for future expiries 4,920,000 4,920,000
. i " Less leasing agent Fees for future expiries 615,000
S : Citi | tment R h and Anal
ouree: LIt Investment Research and Analysis Less Capital Expenditure Allowance for future expiries 4,399,436 -
Adopted Valuation 275,046,736 213,639,880
275,000,000 213,600,000

Source: Citi Investment Research and Analysis

We would highlight that we do not believe that the direct property market is about to
change the way it values commercial property. Our alternative approach is provided
for illustrative purposes.

The contrasting results of the two approaches are detailed in Figure 3 below. As it
stands today, the market would value this asset at $275m. The press release would
quote an initial yield of 6.92%, while the valuation for reporting purposes would
quote $275m and the 7.25% cap rate. We see this in itself as misleading, as these
figures do not capture any capex in year one.
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The “true” cash yield in year one would be a lower 6.42% pre acquisition costs, the
difference being year one maintenance capex of $1.36m.
However taking it a step further, a ‘true’ sustainable cash yield (based on the
assumption of ongoing incentive capex requirements) would result in the initial yield
falling to a low 5.1%, some 26% lower than what would be reported as the initial
yield. Put another way the price represents a 19.7x multiple. Overall the way we
should think about this is true yields are much lower than quoted yields.
A ‘true’ sustainable cash yield would The alternate valuation approach whereby capex is capitalized in perpetuity would
result in the initial yield being some 26% result in a $214m valuation, some 22% lower than the traditional approach. This
lower than what would be reported. Put results in a high 8.3% year one cash yield and an implied stabilized cash yield of
another way, conventional pricing 6.54%. However it is fair to say the yield on this “proper” approach doesn’t really
suggests a 19.7x cash multiple. matter as you would not be able to buy anything at this price in market in any case.
Figure 3. Output of Capitalization Approaches
Metric Conventional Approach  Capex In Perpetuity
INITIAL YIELD 6.92% 6.54%
EQUIVALENT INITIAL YIELD 7.25% 7.25%
INITIAL CASH YIELD (pre acquisition costs) 6.42% 8.27%
INITIAL CASH MULTIPLE 15.6x 12.1x
STABILISED IMPLIED CASH YIELD (pre acquisition costs) 5.08% 6.54%
STABILISED IMPLIED CASH MULTIPLE 19.7x 15.3x
RATE PER METRE OF NLA $9,168 $7,120
Source: Citi Investment Research and Analysis
Definitions:
Initial Yield: net rent divided by capital value
Equivalent Initial yield: Net rent add expected rent on vacant space divided by capital value
Initial Cash Yield: Net rent less annual maintenance capex divided by capital value
True cash yield: net rent less annual maintenance and leasing incentive capex divided by capital value
Stabilized implied multiple: inverse of the true cash yield
Rental Growth: Justifying a Low Cash Yield?
Discounted Cash Flow Analysis and Appropriate IRRs
A low yield is fine, as long as there is We don't believe it totally fair to take a view on what is an appropriate initial yield
sufficient growth without understanding what level of growth may be achieved from the asset. For

example, the ‘cash’ yield of 5.1% from the above scenario seems low, although this
could be totally acceptable if growth enables an appropriate total return to be
achieved.

As such, it is generally accepted that the DCF valuation approach is used in
conjunction with the capitalization approach. Arguably, the DCF approach should
have a greater weighting.

Given that growth rates are the other major driver of total returns, we turn to look at
the historical growth rate of Sydney CBD office rents. Our time series, which starts
in 1987, shows that net face rents have grown at a CAGR of just 2%, whilst net
effective rents have not grown at all. Notably, this period includes the large run-up in
rents in the late 1980s boom as well as the subsequent collapse of the early 1990s.

Net face rents in Sydney have only grown Eliminating these years, and starting the analysis from the trough period in 1992

by 2% pa since 1987, and by 3.5% pa (net effective rent of only $55psm, incorporating a 49% incentive) leads to a

over the past 10 years. completely different outcome. Since 1992, face rental growth has averaged 4.2%pa,
with net effective growth a strong 11.7% pa.
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Over the past 25 years there have been
four periods of growth above historical
averages

Alternately, looking at the past decade (incorporating the soft patch of the early
2000s), net face rents have grown at 3.5% pa, with zero net effective rental growth.

The dispersion in these outcomes highlights the cyclical nature of office
performance, which makes it difficult to generalize about rental growth rates. We
would highlight the following, however:

B Face rental growth has moved within a relatively tight band when compared to
effective rental growth (see Figure 4). This reflects the high level of variability
observed in incentives, with these typically acting as the “lever” driving changes
in effective rents.

® There have, however, been periods of strong face and effective rental growth, as
Figure 5 illustrates. Over the past 25 years, there have been 4 periods of growth,
being ‘88/89, with annualized growth of over 20%, ‘95-98, with growth of 5.1%,
‘99-01 with growth of 10.1%, and 2005-2008 with growth of 10.3%.

Figure 4. Face and Effective Rental Growth — Prime Sydney CBD
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Adopting the typical Sydney CBD office building (used in Figure 1 to Figure 3), and
bearing in mind historical net rental growth, we complete a DCF analysis and
assess the resultant IRRs. Specific assumptions include:

m A terminal cap rate 25bp higher than the initial cap rate;

B A staggered lease expiry profile, with 20% of the building expiring every 2 years;
and

B Incentives fall to 15% then remain static throughout the 10 year cash flow period.
The difference between our scenarios is our net rental face growth.

In Figure 6 below we highlight the results of two discounted cash flows with
outcomes and rationales summarized as follows:
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To achieve 9% IRRs though the cycle
would require growth of 5%

In scenario one we attempt to back into a ¢.9% IRR. Intuitively, an appropriate IRR
is higher than the risk free rate and below long terms equity returns. Whilst
subjective, a 9% IRR tends to be a level that attracts domestic institutional investors
(albeit offshore buyers with a lower cost of capital may accept a lower IRR). The
variable we change to set our IRR to ¢.9% is the rental growth rate. In this example,
to achieve a 9% IRR requires just over 5% pa net face growth rate over the 10-year
period.

Scenario two reflects growth at long term rates of just 2%. This results in a low IRR
of 6%, a figure well below what an investor would be willing to accept. This would
suggest that holding office assets through the cycle, based on current pricing and
long term average rental growth rates, would not provide investors with appropriate
returns.

Figure 6. Discounted Cash Flow

Scenario 1: Valuation Approach

Expected Base Rental Growth

Expiry Profile

Net Income before Cap. Ex.

Net Income after Cap. Ex.

Acquisition Price/Terminal Value (post Costs)

Running Yield
Internal Rate of Return

Scenario 2: Real IRR

Expected Base Rental Growth

Expiry Profile

Net Income before Cap. Ex.

Net Income after Cap. Ex.

Acquisition Price/Terminal Value (post Costs)

Running Yield
Internal Rate of Return

Source: Citi Investment Research and Analysis

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7 Year 8 Year9 Year10

52%  52%  52%  52%  52%  52%  52%  52%  52%  52%
80%  200%  00%  200%  00%  20.0%  00%  200%  00%  20.0%
1876 1879 2326 2081 2576 2304 2852 2552 3158  28.26
1528 1188 2181 1328 2424 1485 2693 1659 2991 1852
(289) 402.4

5.6% 4.3% 7.9% 4.8% 8.8% 5.4% 9.8% 6.0% 10.9% 6.7%
9.0%

20%  20%  20%  20%  20%  20%  20%  20%  20%  20%
80%  200%  00%  200%  00%  200%  00%  200%  00%  20.0%
1876 1821 2185 1894 2272 1970 2364 2049 2459 2132
1528 1144 2040 1187 2121 1233 2204 1280 2292  13.28
(289) 303.1

5.6% 4.2% 1.4% 4.3% 1.7% 4.5% 8.0% 4.7% 8.3% 4.8%
6.0%

True cash yields from commercial
property are low, so strong growth is
needed to achieve acceptable IRRs.

Strong through the cycle growth seems
unlikely if history is a useful guide

In our view there are two main thematics to come from this analysis.

B True cash yields from commercial property are low, so strong growth is needed to
achieve acceptable IRRs.

m Strong through the cycle growth seems unlikely if history is a useful guide.

Other factors to consider, despite not being directly included in our analysis, include
the following:

m Given the lack of disclosure the level of capex required for an office building is
debatable. This is even more topical today given the increased focus on
NABERS and Green Star rating requirements.

B We assume the terminal value cap rate to be 25bp higher than the initial. There
are important issues to consider here. Firstly, the level of capex assume may or
may not be adequate to justify a yield just 25 bp higher for a building that is 10
years older. Secondly, our analysis is based on the assumption that the direct
property market continues to value office buildings in the same way as it does
today. Whilst there is no reason to believe that the valuation methodology will
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Direct office markets are expecting rental

growth, what’s this mean for A-REITs?

Figure 7. Geographic Exposure (Aust only)

Market CPA  DXS IOF CcQo

NSW 51% 68%  54% 64%
VIC 29% 13%  12% 22%
QLD 1% % 21% 9%
ACT 3% 2% 3% 2%
WA 8%  10% 4% 3%
SA 8% - - -
Total 100.0% 100% 100.0%  100.0%

Source: CIRA, Company Data

change, the risk is that the market’s approach does change. Even if there is only
a small chance of the market moving to capitalize ‘true cash’ income, the impact
on the expected terminal value, and hence the IRR, could be significant.

m We explicitly assume consistent face rental growth and stable incentives in our cash
flow. This rarely happens, with office growth being very cyclical with significant
movements in effective rents. Whilst a variety of scenarios could play out, a
stable growth number provides a valid methodology for comparison purposes.

B We emphasize that this analysis is not a one fits all approach. For example, a
new office building with a long lease duration would have lower capex
requirements overall and especially in the early stages of the life cycle of the
property. We note however that Australian office REITs have a low proportion of
new buildings in their portfolios.

m |n terms of incentive capex we make an assumption that this is all in the form of
fitout contribution and hence a capital cost not capturing in property level income.
However incentives cam come in many forms such as rent free that would be
captured in the underlying earnings.

Looking Ahead: Rental Growth and Earnings
Implications

Given the discussion above on yields and growth we examine market expectations
for rental growth and implications for office REITs.

Office Rental Growth — What is the Market Expecting?

We attempt to quantify the expected rental growth an office A-REIT may capture
under a hypothetical scenario incorporating the following assumptions:

B The weighted exposure to each Australian geographic location is determined by
averaging CPA, CQO, DXS and IOF’s allocation to each market, see Figure 7.

® Per annum market effective rental growth inputs are derived by Jones Lang
LaSalle forecasts, to 2015, as outlined in Figure 8. We believe these forecasts
are representative of market expectations.

Figure 8. Effective Rental Growth Forecasts by Market

Market 2012 2013 2014 2015
Syd 12% 17% 3% 1%
Mel 10% 6% 3% 3%
Bris 2% 8% 11% 11%
ACT -4% 4% 6% 6%
Perth 3% 4% 4% 3%
Adel 5% 1% 0% 0%
Average (Simple) 5% % 5% 4%

Source: Citi Investment Research and Analysis, Jones Lang LaSalle

Using the assumptions above Figure 9 outlines the quantum of market effective
rental growth a hypothetical office A-REIT could expect to capture on a per annum
basis through-out the forecasts period, assuming all expiring leases captured
market growth, to 2015.



The City View — AREITs Issue 4
20 July 2011

Expected rental growth in Sydney
throughout 2012-13 should ultimately be
the main driver of rental growth,
representing 72% of FY12 growth.

Given the overweight exposure the sample set of office A-REITs maintain in the
Sydney market, (see Figure 7), the analysis highlights Sydney will be the main
contributor to earnings growth throughout the coming cycle, representing 77% of
FY12-13 expected growth. Perhaps more interesting, although strong rental growth
is forecast in other markets, in particular Melbourne, our analysis highlights these
markets are unlikely to be meaningful contributors to rental/earnings growth under
our hypothetical office A-REIT given the low relative low weightings, see Figure 9.

Figure 9. Hypothetical Office A-REIT Expected Effective Rental Growth (weighted by market)

Market 2012 2013 2014 2015 Average
Syd 72% 9.9% 1.9% -0.8% 4.6%
Mel 24% 1.1% 0.6% 0.5% 1.2%
Bris 0.2% 0.9% 1.3% 1.3% 0.9%
ACT 0.1% 0.1% 0.1% 0.1% 0.1%
Perth 0.2% 0.3% 0.2% 0.2% 0.2%
Adel 0.1% 0.0% 0.0% 0.0% 0.0%
Total 10.0% 12.2% 4.2% 1.3% 7.0%

Source: Citi Investment Research and Analysis, Jones Lang LaSalle

Figure 10. Sector & Geographic Allocation

Company  Aus us Euro Industrial
Office Office Office

CPA 100%

DXS 54% 46%
IOF 63% 18%  19%

CQo 52%  45% 3%

Source: CIRA, Company Data

Figure 11 illustrates portfolio income
growth from increase in face rents.

The Impact of Expected Rental Growth on Portfolios

It is widely expected rental growth will be generated via a combination of face rental
growth and a reduction in incentive. However, without knowing what the exact mix is
likely to be, we analyze the impact on portfolio income using a hypothetical office A-
REIT under two scenarios: 1) effective rental growth is achieved via face rents, and

2) effective rental growth is achieved via a reduction in incentives, incorporating the

following assumptions:

m Australian CBD office portfolio measuring 500K sgm with contracted fixed rental
growth of 3.5% per annum.

m Effective rental growth assumptions as Figure 9 above.

m Starting net face rent of A$519 per sgm, the national CBD market current
weighted average net face rent.

m Starting market incentive of 19%, the national CBD market current weighted
average.

B A lease expiry profile matching the average expiry profile of CPA, CQO, IOF and
DXS Australian office portfolios.

® We use Funds from Operation (FFO) as the reporting methodology, given an
increasing number of A-REITs are reporting earnings on this basis.

Scenario 1 - Rental Growth via Increase in Face Rents

We have maintained a market incentive of 19% throughout the forecast period,
growing net face rents guided by rates as per Figure 9. The balance of the portfolios
annual rent roll is grown at 3.5% per annum. Portfolio level income growth derived
under scenario 1 is outlined in Figure 11, growing at an average of 3.9% throughout
the forecast period, relative to the average market net effective rental growth of
7.0% (Figure 9).
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Figure 11. Property Level Growth - Effective Rental Growth via Face Rents

Base Year/2011 2012 2013 2014 2015
Portfolio Income (A$m) 260 271 283 293 303
Portfolio Level Growth 4.1% 4.7% 3.6% 3.4%

Source: Citi Investment Research and Analysis

Scenario 2 - Rental Growth via Reduction in Incentives

Figure 13 illustrates portfolio income We now run the same analysis as scenario 1, however, assume the effective rental

growth from a reduction in incentives. growth is captured via a reduction in incentives, whilst maintaining face rents
throughout the forecast period. Portfolio level growth derived under scenario 2 is
outlined in Figure 12, growing at an average of 5.1% relative to the average market
net effective rental growth of 7.0% (see Figure 9).

Figure 12. Property Level Growth — Effective Rental Growth via Reduction in Incentives

Base Year/2011 2012 2013 2014 2015
Portfolio Income (A$m) 235 244 256 271 287
Portfolio Level Growth 3.4% 4.9% 6.1% 5.9%

Source: Citi Investment Research and Analysis

Market Rental Growth vs. Portfolio Income Growth

Significant rental growth is expected in Australian CBD rental growth is expected to be quite strong over the medium term

the Australian office market. on an effective basis, as Figure 8 highlights. Analysis of the data does highlight that
a significant proportion of the growth in 2012 and 2013 will be derived from the
Sydney CBD, given the large weighting office A-REITs maintain in Sydney, see
Figure 7 and Figure 9

Sydney will likely be the main driver of With rental growth expected, we then considered the potential impact on a portfolio

rental growth for office A-REITs. under a hypothetical A-REIT. However, not knowing what the ultimate combination
of face rental growth or reduced incentives is likely to be, we analyzed portfolio
income growth impacts under both. In addition, we have outlined the expected
portfolio income growth including amortization which is effectively how the majority
of office A-REITs report; however, a number of A-REITs have moved to a FFO
based reporting metric, including DXS.

Rental growth via net face produces the Portfolio income growth is the strongest under scenario 2 where effective rental
greatest portfolio level growth including growth is captured via a reduction in incentives, relative to scenario 1, where face
amortization. rents are increase but incentives remain elevated, see Figure 13. However, in

reality, effective rental growth is likely to stem from a combination of both a
reduction of incentives and growth in face rents, with the former occurring initially.
Scenario 2 produces higher income growth as effective growth reduces the
amortization of incentives, as apposed to increasing face rents and maintaining a
high level of incentives payable to tenant.

Figure 13. Portfolio Income Comparison

Portfolio Income (A$m) - Including Amortisation 2012 2013 2014 2015  Average
Scenario 1 41% 47% 36% 34% 3.9%
Scenario 2 34% 49% 61% 59% 5.1%
Variance (%) 06% -02% -2.6% -2.5% -1.2%

Source: Citi Investment Research and Analysis
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It is worth acknowledging the differing reporting metrics currently being used by
office A-REITs as reported ‘core earnings’, on which payout ratios are generally
based, do vary, (see Figure 14). We have included amortization of incentives in our
example which does under-state earnings relative to FFO, however, lower payout
ratios are generally adopted under a FFO metric to compensate for the overstating
of earnings.

For further reading on this topic please see Reported Earnings Inconsistencies
dated 12 September 2010.

Figure 14. Office A-REIT Reporting Metrics

Company Dexus C'wealth Prop ING Office Charter Hall Office
Ticker DXS CPA IOF CQo
Methodology FFO includes amortisation add-  Disributable income does not ~ Operating income does not ~ Core earnings does not include
back include amortisation add-back include amortisation add-back amortisation add-back
Payout Policy 70% of FFO Distribution of 70% to 80% of 70% to 80% of operating ~70% of core earnings
distributable income, or taxable income or 100% taxable income
income

Source: Citi Investment Research and Analysis, Company Data

Portfolio over/under rented positions Importantly, although strong medium-term effective rental growth is expected on a
may impact the ability to capture rental market basis, office A-REIT portfolios are highly dependent on the Sydney CBD
growth. achieving expected returns given the overweight allocation. However, we do see

portfolio over/under rented positions influencing the ability to capture this growth.

The concern would be whether portfolios are over rented post the recent weakness
in office markets. CQO and IOF stated a slight over-renting position in their office
portfolios in February results (3.0% and 1.0% respectively), see Figure 15.

Figure 15. Office Portfolio Over/(Under) Renting

. Ticker % Over/(Under)

Figure 16. Consensus Forecast EPS CAGR DXS 3.50% Under-rented

. IOF 1.00% Over-rented
E‘;ﬂu CA(;’;;ZV” CPA 1.50% Under-rented
. .0/ 0, |

CQOAU 5,49, CQo 3.00% Over-rented

DXS.AU 2.7% Source: Citi Investment Research and Analysis, Company Data

IOF.AU 1.9%

Source: CIRA, IBES Additional considerations such as pending make-good provisions within leases,
feasible accommodation alternatives and whether a tenant has market rental review
caps within an existing lease may all impact the level of growth an A-REIT manager
may be able to extract from expiring leases. Potentially further reducing the ability to
extract full market rental growth on expiring leases.

Office A-REIT earnings are likely to be In summary, the outlook for the Australian office market remains positive, supporting
benign, when contrast against expected the strong forecast rental growth. However, the ability for office A-REITs to capture
direct market rental growth. the broader markets expected rental growth is highly contingent on the Sydney

CBD, given the over weight exposures. In addition, assuming this growth is
captured, the overall resulting earnings growth expected from office A-REITs is
benign when contract against market rental growth, see Figure 16 and Figure 8.


https://www.citigroupgeo.com/pdf/SAU62941.pdf�
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Appendix 1

Glossary
Office Market Definitions

Below we provide definitions to commonly used phrases that apply to the Australian
office market, as provided by Jones Lang LaSalle.

Market Rents

This is the rent that could be assumed for a standard unit of vacant space in the
market being monitored. Market rents will differ from passing rents, which are those
being paid by existing tenants.

Face Rentals
Nominal gross market rentals as represented on leases.

Effective Rentals

Effective rentals allow for the value of concessions or incentives used in the leasing
of office space. Incentives are converted to a present value based on prevailing
market investment yields. The present value of incentives are amortised over the
term of the lease which is assumed to be 10 years. The amortised value of
incentives are deducted from the face rent to establish the effective rental.

Outgoings

Represent the difference between net and gross rents. Outgoings relate to regular
occupancy costs which will typically include local & state taxes/rates, insurance,
property management charges, as well as security, cleaning and utility changes
relating to common areas.

Investment Yields

The percentage return on sale price derived from the net rental income.
Net Absorption

Measures the change in occupied space between two points in time.
Incentives

Landlords may offer incentives to a prospective tenant to enter into a lease.
Incentives usually come in two forms, fitout contribution or rent-free period. The
dollar quantum of incentives is usually quoted as a percentage of the total value of
the lease.

Cash earnings

In the context of this report cash earnings represent net property income less
maintenance capex and leasing incentives.



The City View — AREITs Issue 4
20 July 2011

Maintenance capex

Money spent on existing property assets to maintain their current value or keep
them running at their existing levels

Incentive (Leasing) Capex

A concession given by a landlord (often in the form fitout of the tenants occupied
space) to entice a tenant to sign a lease.

Passing rents

The rent which is currently payable under the terms of a lease or tenancy
agreement.

Net rents

Income from property after deduction of all outgoings, including repairs, insurance
and management costs to be met by the recipient but excluding taxes payable by
the recipient.

Fully leased

A property whose usable/rentable space is fully let to one or more tenants under a
lease agreement.

Rent free

A concession/incentive by landlord regarding a period of time during which the
tenant will not have to pay any rent

Leasing agent’s fees

Commission paid to agents for finding tenants for vacant space and handling all
aspect of the lease. Calculated as a % of the gross annual rent.

Capital value

The market value of an asset.

Prime grade

Descriptive of a property which is regarded as the best in its class, location or sector
Gross rents

Actual or estimated/ potential rent before deduction of outgoings

Vacancy (by area/income)

Proportion of unlet rental premises measured by area or by rental income

Cap rate

The yield at which the net operating income from a property is capitalised to
ascertain its capital value at a given date
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PSM
Per Square Meter
Recoverable outgoings

The expenditures paid in connection with operating a property, which are properly
charged to tenants in accordance with the lease

NLA

Net Lettable Area is Gross Lettable Area minus space covered by external walls,
building cores and standard service areas such as toilets, access
passageways, storerooms etc

Net operating income

Gross rental income from a property less vacancy and collection losses, duties and
taxes and other operating expenses directly associated with the property.
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Appendix A-1
Australian REIT and Property Sector Overview
Share Price Performance
The ASX 200 REIT Index (XPJ) yesterday closed at 802.5 pts, its lowest in last
close to two years (it closed at 780.2 on 21 Aug 2009). In Figure 17 and Figure 18
we show the 12-month rolling and YTD share price performance of listed Australian
REITs. In Figure 19 and Figure 20 we show the YTD and 12-month rolling share
price performance of the XPJ (ASX 200 A-REIT) against Global REITs.

Figure 17. A-REIT Performance last 12 months Figure 18. YTD A-REIT Performance Jan 11 - Current
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Source: Thomson Reuters Datastream, Citi Investment Research and Analysis Source: Thomson Reuters Datastream, Citi Investment Research and Analysis

Against global REITs the Australian REIT sector has underperformed on a rolling
12-months as well as YTD basis as depicted below.

Figure 19. A-REITs YTD Performance against Global REITs Figure 20. A-REITs last 12 months performance against Global REITs
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Source: Thomson Reuters Datastream, Citi Investment Research and Analysis Source: Thomson Reuters Datastream, Citi Investment Research and Analysis
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A-REIT Sector Valuation
The XPJ is currently trading on a 11.9x PE which is 2.1x below its 10-year average
of 14.0x (Figure 21). The A-REIT sector is trading at a 2.4% premium against the
ASX200 (Figure 22), versus its long run average of 3.0% discount.
In Figure 23 and Figure 24, we show the PE ratio and Price to NTA of listed Australian
REITs, highlighting most of the REITs are still trading at large discounts to valuation.
Figure 21. A-REIT Historical PE Figure 22. A-REIT PE versus ASX200
200 4.0
17.0 20.0
14.0 W J\ W - l\vf\ f\ 16.0
10 120 s
80 8.0 T T T T T T T
W00 N0l Jn2 03 Jind4 Jn05 06 w07 Jn08  Jn09 0 Jundi Sep-03 Sep-04 Sep-05 Sep-08 Sep7 Sep-08 Sep-09 Sep-10
Source: IBES, Citi Investment Research and Analysis Source: IBES, Citi Investment Research and Analysis
Most REITs still trade at a large discount to NTA with REITS with active earnings
streams trading at a premium.
Figure 23. A-REIT PE Ratio FY2012E Figure 24. A-REIT Price to NTA
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Asset Class Review
National Office Market
National office market fundamentals remain sound, with demand measured by net
absorption turning positive, inline with improving white collar employment growth,
see Figure 25. National vacancy appears to have peaked at 8%, however,
incentives remain elevated, particularly in Sydney, see Figure 28
Investment yields are expected to tighten, over the next 12 months, supported by
the relationship to vacancy illustrated in Figure 27 and recent transactional activity.
With the historically low level of new supply coupled with improving demand, rents
are in the early upturn stage of the cycle, with effective and face rental growth
expected in Melbourne and Sydney by mid 2011.

Figure 25. White Collar Employment Growth vs Net Absorption Figure 26. National Office Supply 1970 - Current
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Figure 27. Vacancy vs. Investment Yields Figure 28. Vacancy vs. Incentives (Syd)
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National Retail Market
Retail sales growth remains slow, as Figure 29 illustrates. Clothing and footwear, as
well as department stores, remain the weakest categories, while cafes and
restaurants have posted strong sales growth (see Figure 30).
Figure 31 highlights that household disposable income is recovering rapidly, and
approaching historical growth rates. The household savings rate remains at very
high levels, however (see Figure 32), with consumers showing an increased
preference for saving rather than spending. We believe that continued strength in
disposable income growth, and a decline in the savings rate, represent two key
sources of potential additional retail spending.

Figure 29. Retail Sales Growth, 2000-Present Figure 30. Retail Sales Growth by Category

Source: ABS, Citi Investment Research and Analysis Source: ABS, Citi Investment Research and Analysis

Figure 31. Household Disposable Income, 2000-Present Figure 32. Household Saving Ratio, 2000-Present
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National Industrial Market
National average industrial yields appear to have peaked, after experiencing a
severe correction, see Figure 33. With improving import/export volumes coupled
with historically low new supply, investment yields and rental levels are expected to
be well supported, see Figure 34. Supply chain efficiencies are driving consolidation
into new larger facilities, supported by national container movements, see Figure 36.
Figure 33. Aust. Imports/Exports Versus Industrial Yields Figure 34. Prime Industrial Yields 1998 - Current
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Figure 35. Industrial Supply (sqm) Syd, Melb, Bris Figure 36. National Container Movements
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National Residential Market

Housing finance commitments have taken a hit post the floods which impacted Qld,
Vic and WA in early 2011, after a period of stabilisation post the withdrawal of the
first home owner’s boost (Figure 37). The flow on effect has also impacted building
approvals (Figure 38), which are weaker though recent falls have predominantly
been in the volatile multi-unit market.

Affordability remains constrained (Figure 39) but will likely improve from a
combination of income growth, peaking interest rates, and house price softening

(Figure 40).

Figure 37. Australian Housing Finance Commitments
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Figure 39. Average Variable Interest Rate and Affordability
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Figure 38. Australian Building Approvals
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Figure 40. Australian House Price Index
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Financial

Debt pricing continues to improve with margins for A- (and better) rated REITs now
consistently below 200bps (Figure 41) for typically 3-5 year durations. The forward
yield curve has flattened over the course of the last year as a result of the significant
rise in the short end of the curve (Figure 42).

Specifically WDC, GPT and SGP CDS spreads have remained consistently within a
tight band since late 2009 (Figure 43) and have stabilized over the last 6 months.

An improvement in swap spreads (Figure 44) has seen spreads revert to levels
previously seen during the more stable period of 2004-2006.

Figure 41. Actual Australian Property Debt Margins May 09 - Current Figure 42. AUD Yield Curve

600 6.0
500 "
1 ~
400 N — X 54
I ™ ~ 52
E 300 50
0 48
46
100 | | 44
42
% ;E g: E E E g % E é % g E" g é % % é % Eﬂ Eﬂ “ 90 Day Bils 180 Day Bills 3 Year Bonds 5 Year Bonds 10 Year Bonds
Date
Source: Company data, Citi Investment Research and Analysis Source: IRESS, Citi Investment Research and Analysis
Figure 43. WDC, SGP, GPT CDS Spreads July 03- Current Figure 44. 3, 5 and 10 Year Swap Spreads Dec 99 - Current
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Appendix A-2

A-REIT Comparative Valuation

Earnings Per Share

Prem/ TEV/ Implied
Price  (Disc) Price Change - AUD i . 3 Growth Multiple EBITDA Cap
Company Name Ticker Rating 19-Jul to NAV Day Mnth B B "11E  "12E "1ME “2E 2011

®) ®) ) (%) (%) (%) (%) (%) (%) (%)  (S/sh) (8fsh) (8/sh) ($ish) (%) (%) ) ®) (%) ) (%)
Abacus Property Group ABP 2H 240 240 214 . 00 09 27 74 07 100 80 0212 0018 019 -0.001 88 -75 104 109 -334 136 9.2
Australand Property Group ALZ M 320 320 265 2 15 22 89 73 53 210 84 0236 0000 025 0003 66 75 112 105 263 98 7.8
BWP Trust BWP 2M 187 187 1.73 . 18 20 49 55 33 06 78 0126 -0006 0134 0002 54 64 137 129 01 153 66
CFS Retail Property Trust CFX M 204 204 1.79 . 03 06 40 -7 51 07 73 0426 0000 0133 0002 07 52 141 134 28 156 6.3
Charter Hall Group CHC M 278 2718 221 . 23 62 89 28 75 24 79 0202 0000 0216 0003 333 7.0 109 102 252 133 43
Charter Hall Office REIT cao M 335 335 337 6 06 12 74 06 221 23 60 0259 0003 0269 -0.002 -146 40 130 125 377 115 106
Charter Hall Retail REIT Car 2M 330 330 320 . 16 36 48 00 132 85 78 0280 0001 0288 0001 -153 29 114 114 273 108 90
Commonwealth Property Office Fund  CPA 2M 099 099 091 6 05 00 47 37 123 -84 63 0069 -0001 0071 -0001 25 29 130 127 -93 150 7.0
Dexus Property Group DXS M 096  0.96 083 5 24 40 83 57 77 05 63 0074 0000 0075 0000 17 21 112 110 133 139 74
Goodman Group GMG M 075 075 069 07 28 61 21 92 77 61 0059 0002 0064 0002 51 10.0 1.8 107 419 152 59
GPT Group GPT 2M 314 330 3.00 1 16 26 42 51 50 27 59 0219 0000 0226 0000 55 33 137 133 322 137 66
Investa Office Fund IOF 2M 065  0.68 062 8 08 08 61 -39 152 7.2 63 0052 0000 0052 -0001 66 -03 119 119 -187 144 85
Mirvac Group MGR M 140 140 1.23 5 04 04 54 20 34 -169 72 0105 -0001 0107 0000 132 16 117 115 208 143 7.7
Stockland SGP M 406 4.06 311 4 28 06 93 88 103 31 81 0316 0002 0328 0002 85 38 99 95 101 118 100
Valad Property Group VPG 2H 180 1.80 1.74 3 03 -06 09 -06 689 571 00 0071 -0001 0073 -0023 75 17 244 240 -674 129 127
Westfield Group wbc M 10.00  10.00 8.20 20 49 50 53 -114 60 60 0626 -0020 0648 -0046 -17.3 35 131 127 124 254 86
Westfield Retail Trust WRT M 301 301 256 9 15 19 19 55 02 65 0182 -0001 0.186 -0.001 21 140 137 357
Weighted Average 143 (14) (22) (53) (47) (05) 10 66 (1) 37 126 121 (155) 194
Simple Average 1.2 (05) (0.6) (45 (36) 78  (26) 66 19 33 129 125  (233) 154

Adjusted Funds From EPS Mult Prem  Hist. EPS Multiple Net Asset Value Net Tangible Assets Balance Sheet
Operations (AFFO) 6Yr. Current Spot Prem/ CAGR Net Fixed Market Market

Est. Grwth Grwth Mult. Sector vs. 6Yr. NAV NTA  (Disc) 2006- Debt/ Debt/  Cov
Company Name Ticker "1E "1E "12E "11E B Avg Sector High 3Q'11 2011 GAV  EBITDA Ratio

($/sh) (%) (%) ®) x) (%) (%) (] (x) (x) ($/sh) (%) ($/sh) (%) (%) (%) ) (x) _ (AUD, mil) (USD, mil)
Abacus Property Group ABP 0.199 103 (8.3) 10.7 117 (11.8)  (4.9) 136 95 115 240 83 283 244 146 255 40 238 810 859
Australand Property Group ALZ 0.221 0.0 56 12,0 113 (201)  (15.4) 146 43 106 320 84 352 247 91 373 38 27 1,529 1,622
BWP Trust BWP 0.121 5.7 6.1 14.3 134 155 10.1 174 128 146 187 76 196  -133 42 222 36 39 900 954
CFS Retail Property Trust CFX 0.119 (06) 55 15.0 143 215 10.6 185 132 153 204 67 205 132 37 272 49 30 5,069 5,377
Charter Hall Group CHC 0.202 333 7.0 10.9 102 (19.6) 220 119 141 278 80 221 23 1033 02 15.1 680 722
Charter Hall Office REIT cQo 0.182 (122) 06 185 184 (11.1) 08 152 69 117 335 78 396 -149 259 366 46 2.1 1,662 1,764
Charter Hall Retail REIT Car 0.254 ©4) 25 126 123 (182)  (103) 139 73 104 330 83 351 103 181 341 41 29 967 1,026
Commonwealth Property Office Fund ~ CPA 0.065 106 (82) 14.0 153 125 6.4 179 122 144 099 78 110 173 A1 246 36 33 2,217 2,352
Dexus Property Group DXS 0.030 (52.3) 106.7 27.9 135 04 (55) 165 103 128 096 82 098 -133 7.5 310 49 44 4,016 4,261
Goodman Group GMG 0.050 73 1441 13.8 124107 (11.6) 198 60 138 075 70 048 448 210 361 40 57 5,102 5412
GPT Group GPT 0.181 41 33 16.6 160 306 73 210 134 164 330 70 360 -153 210 242 40 37 5,567 5,905
Investa Office Fund 10F 0.032 (226) 197 19.1 160 (11.1) 04 162 82 120 068 73 074 162 91 145 18 21.0 1,692 1,795
Mirvac Group MGR 0.088 272 (138) 13.8 161 207 (5.1) 240 115 157 140 7.7 160 209 127 313 49 31 4,186 4,440
Stockiand SGP 0.284 8.1 2.1 11.0 107 80 (15.8) 178 110 135 406 70 363 61 32 178 27 5.2 7411 7,862
Valad Property Group VPG 0.041 (14.8) 264 425 336 (320) 950 255 300 111 180 80 232 250 334 535 88 1.2 200 212
Westfield Group wDC 0526 (149) 52 15.6 148 119 24 176 110 143 1000 63 718 142 111 382 104 25 18934 20,085
Westfield Retail Trust WRT 0.170 2.0 15.1 14.8 112 144 141 139 301 61 314 -185 237 92 2.0 7,819 8,204
Weighted Average (39 94 15.2 139 6.9 37 (91) 306 63 39
Simple Average (13) 107 17.0 15.2 75 26 (12.0) 342 47 5.0

Forward PE Multiples !

6 Year Historical Premium/Discount 6 Year
2006 2007 2008 2009 2010 Average High 2006 2007 2008 Average
(] ®) ®) x) ) (] ®) ) ) (%) (%) (%) (%) (%) (%) (%)

Abacus Property Group 10.6 10.9 13.5 13.6 9.5 9.7 1.3 13.6 9.5 -10.5 -23.1 -16.3 14.2 1.7 -27.4 -11.8
Australand Property Group 8.9 10.2 14.6 4.3 11.6 123 10.3 14.6 4.3 -25.4 -28.1 9.5 -63.7 134 7.2 -20.1
BWP Trust 15.1 15.4 17.4 12.8 13.4 14.8 14.8 17.4 12.8 271 8.9 8.1 7.2 30.9 10.9 15.5
CFS Retail Property Trust 15.5 16.5 18.5 14.9 13.2 15.0 15.6 18.5 13.2 30.9 16.8 15.0 254 28.2 12.6 215
Charter Hall Group 13.7 22.0 14.2 13.2 1.9 15.0 220 11.9 -3.5 36.4 19.7 283 -10.7

Charter Hall Office REIT 1.7 12.3 15.2 13.5 6.9 9.7 11.5 15.2 6.9 -1.8 -13.1 -5.6 13.5 -32.5 -27.3 -11.1
Charter Hall Retail REIT 12.4 121 13.9 7.3 8.2 9.8 10.6 13.9 7.3 4.1 -14.5 -13.9 -38.9 -19.8 -26.3 -18.2
Commonwealth Property Office Fund 13.5 15.4 17.9 14.6 12.2 13.4 14.5 17.9 12.2 13.3 8.6 11.4 224 19.1 04 125
Dexus Property Group 12.6 12.9 16.5 14.7 10.3 10.4 12.9 16.5 10.3 6.3 -8.9 25 23.2 0.6 -21.6 0.4
Goodman Group 156.3 19.1 19.8 16.4 6.0 10.8 14.6 19.8 6.0 28.8 34.6 2238 38.1 -41.3 -18.6 10.7
GPT Group 15.5 21.0 19.4 16.8 14.6 13.4 16.8 21.0 134 30.2 48.6 20.7 40.9 42.0 1.0 30.6
Investa Office Fund 10.2 13.2 16.2 10.8 82 1.1 11.6 16.2 82 -14.4 -71 0.6 -9.4 -19.8 -16.4 -11.1
Mirvac Group 1.5 14.9 24.0 19.7 1.7 125 15.7 24.0 1.5 -3.2 5.2 49.1 65.2 135 -5.8 20.7
Stockland 13.2 16.0 17.8 14.0 11.0 1.8 14.0 17.8 11.0 1.5 12.8 10.2 17.3 7.5 -11.4 8.0
Valad Property Group 12.4 1.7 17.8 -30.0 17.5 25.5 9.2 25.5 -30.0 4.1 -17.1 10.8 -351.9 70.5 91.6 -32.0
Westfield Group 13.7 16.1 17.6 11.0 12.9 15.3 14.4 17.6 11.0 15.7 13.6 9.1 7.7 259 15.0 11.9
Westfield Retail Trust 14.1 14.1 14.1 14.1 5.9

Weighted Average 11.9 14.2 16.1 11.9 10.3 13.3 12.9 16.1 10.3

Simple Average 12.8 14.5 17.6 10.5 11.3 13.0 13.3 17.6 10.5

Source: DataCentral as at 19 July 2011
See footnotes on following page.
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Footnotes to Comparative Valuation and Performance
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Rating Key: 1=Buy, 2=Hold, 3=Sell. Risk: H=High, M=Medium, L=Low,
S=Speculative.

Price Change — Percentage price changes: Week is from the last closing price
seven days prior, Month is from the last closing price one month prior, QTD is
from last trading day of the prior quarter, and YTD is from last trading day of the
prior year, to the most recent closing price.

Total Return — Stock price change and dividends paid.

Dividend Yield — The return on investment for a stock, or the annual dividend
income per share received from a company. Dividend yield is calculated by
dividing the 12 month forward dividend Citi forecasts, by the most recent share
price.

Earnings Per Share (EPS) — Defined as Reported NPAT adjusted for profit on
asset sales, abnormal items and non-cash items including asset revaluations and
amortisation, per share.

Est “11E — CIRA's 2011 Core EPS estimates.
Est “12E — CIRA's 2012 Core EPS estimates.

Citi vs. Cons — The difference between our EPS estimate and IBES consensus.
Positive numbers represent where our estimates are above consensus.

Growth "11E — Percentage change in EPS per share from 2010 actuals to 2011
estimates.

Growth "12E — Percentage change in EPS per share from 2011 estimates to
2012 estimates.

Multiple "11E — The valuation ratio of the current share price divided by 2011
estimated EPS per share. The valuation ratio of the current share price divided
by current year estimated EPS, AFFO, depending on which earnings metric is
used.

Multiple '12E — The valuation ratio of the current share price divided by 2012
estimated EPS, AFFO, depending on which earnings metric is used.

Implied Cap Rate — Measures the cap rate or yield on the rental real estate
owned by using the next forecast financial year’s net operating income divided by
the current TEV. Non-rental income assets are valued separately and the TEV is
reduced by our estimate for non-income producing assets to arrive at an implied
cap rate.

Prem (Disc.) to NAV — The premium or discount of the current share price to
our estimate of Net Asset Value per share using our spot cap rate estimate of
current market conditions. Spot cap rate is the cap rate at which real estate is
currently trading.

Adjusted Funds from Operations (AFFO) — EPS (defined above) adjusted for
straight lining of rents, leasing capex, leasing commission, maintenance capex
and net capitalised interest after tax (for developers).

EPS Mult Prem 6 Yr. Avg — The 6 year average of the premium or discount

forward EPS multiple to the sector weighted average forward EPS multiple from
2005-2010 inclusive.

Citigroup Global Markets
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® EPS Mult Prem Current vs. Sector — The premium or discount of the current
forward EPS multiple for a stock to the sector weighted average forward EPS
multiple.

m Historical EPS Multiples — Calculated using year-end stock prices and full year
EPS estimates for the following year. The average, high, and low multiples for the
past 6 years are shown.

B Net Asset Value — Our estimate of the private market value of the company's
real estate net of liabilities on a per share basis. We use the current spot cap rate
for the net operating income to derive NAV. NAV is calculated using our 12 month
forward NOI estimates.

m NAV Cap Rate — The rate used to estimate the value of a company's net assets
by using 12 month forward NOI estimates.

m NAV CAGR — The compounded annual growth rate in NAV per share over a
specified time period.

B Net Tangible Assets — The value of Total Assets of the company less
intangibles and total liabilities per share.

m NTA Cap Rate — The current stated cap rate of the company.

m Debt/GAV — The measure of a company's leverage and is the ratio of Total Debt
including Minority Interests to Total Assets.

m Net Debt / EBITDA — The ratio of total net debt to EBITDA produced by the
business.

B Fixed Coverage — The ratio indicating the ability to satisfy financing costs and is
calculated as follows: EBITDA/[Interest Expense + Capitalized Interest].

B Float — The market value based on the current share price of all common
shares outstanding, but does not include equity operating partnership units.

B Total Market Capitalization — The market value based on the current share
price of all common shares as of the date of this report.

® Forward PE Multiple — Calculated using year-end stock prices and full year
EPS estimates for the following year. The average, high, and low multiples for the
past 6 years are shown.

m Historical Premium/Discount — The premium or discount of the forward EPS
multiple for a stock to the sector weighted average forward EPS multiple.

m Historical Premium/Discount 6 Year Average — The average of the Forward
PE Multiples Historical Premium/Discount from 2005-2010 inclusive.
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Previous Research
Retail REITs - Earnings Implications of Retail Weakness

In light of David Jones’ earnings guidance downgrade, we thought it timely to
highlight our earlier work on earnings sensitivities for the major retail REITs (WDC,
WRT, CFX and GPT). In this note, we have included an extract from The City View
— AREITs Issue 2, dated 11 May 2011. Please see David Jones Ltd (DJS.AX) -
Earnings Clearout, dated 14 July 2011, for details on yesterday’s downgrade.

Link to full note
Australian Residential Developers - Different Strategies in a Soft Market

Fundamentals Drive Outlook — We continue to view the residential developers on
fundamentals despite pricing impacted by negative macro concerns. We discuss
key issues for each development business following a line up of ALZ, MGR and
SGP highlighting each business’ different drivers.

Link to full note
Pan Asian Real Estate - Screening for Value — A Regional Perspective; ;

Quantitative Selection Process for Pan Asian Real Estate Stocks — In this report,
we utilize Citi’s proprietary database to compare real estate stocks across the
region. We then overlay the fundamental views of Citi’s real estate analysts to
identify stocks that present attractive opportunities for investors.

Link to full note

The City View — AREITs Issue 3 - Australian Residential Developers:
Demographic Implications

We highlight projected population changes and look at how developers ALZ, FKP,
MGR, PPC and SGP are positioning themselves to take advantage of demographic
trends. Looking through soft housing sentiment in the short-term, we believe long
term fundamentals remain sound for developers with a clear, focused strategy.

Link to full note

Office A-REITs in CIRA Model Portfolio - Office Thematic Continues to Gain
Momentum

Citi strategist Tony Brennan has added an additional office A-REIT in his model
portfolio. Office A-REIT weightings have been raised. Please read the following
report in conjunction with the strategy team’s Australia Equity Strategy - Stock
selection across the financial sectors published on 30 May 2011.

Link to full note

The City View — AREITs Issue 2 - Retail REITs — How Much Downside Risk is
There?

In this report, we examine how sensitive retail REIT earnings and cashflow multiples
are to a soft retail leasing environment.

Link to full note


https://ir.citi.com/kgghIoAL0X1f1s1CJ8onAutRiOvu%2B52HMcviLwlNqv4%3D�
https://ir.citi.com/wN2ildxgVa%2BW%2FN%2B%2F4ml7UJfKKuX%2B1RR4m610kJCqlvg%3D�
https://ir.citi.com/5xtu1FmfudVWGKTx5LnVOnJS5PM3h%2F6DweOZarjn3jM%3D�
https://ir.citi.com/qTUNvhDsLRpcSvaPXu8pRo31VEetBhbvavbyvCByQw8%3D�
https://ir.citi.com/r4WXh3b9AjIh9lIVUg6YTuhxxRjEiknb6fRGx5cVbTE%3D�
https://ir.citi.com/EzHzkdP1itYP309X%2F%2FR2lYrX7cykywSu6s%2Bmh0VWQ%2F0%3D�
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Appendix A-1
Analyst Certification

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at
the front of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst.
Each of these analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly,
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report.

IMPORTANT DISCLOSURES

Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Stockland, Westfield Group. This
position reflects information available as of the prior business day.

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of CFS Retail
Property Trust, Commonwealth Property Office Fund, Westfield Group, Westfield Retail Trust.

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Australand
Property Group, Commonwealth Property Office Fund, GPT Group, Mirvac Group, Westfield Group, Westfield Retail Trust.

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking
services from Mirvac Group.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Australand
Property Group, Goodman Group, GPT Group, Investa Office Fund, Mirvac Group, Stockland, Valad Property Group, Westfield Group, Westfield Retail Trust
in the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Westfield Group, Mirvac Group,
Westfield Retail Trust, Australand Property Group, Commonwealth Property Office Fund, GPT Group.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: Australand Property Group, CFS Retail Property Trust, Commonwealth Property Office Fund, Goodman Group, GPT Group,
Investa Office Fund, Mirvac Group, Stockland, Valad Property Group, Westfield Group.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: Australand Property Group, Goodman Group, GPT Group, Investa Office Fund, Mirvac Group, Stockland, Valad Property
Group, Westfield Group, Westfield Retail Trust.

Citigroup Global Markets Inc. or an affiliate received compensation in the past 12 months from Westfield Retail Trust.

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking
revenues.

The Firm is a market maker in the publicly traded equity securities of Westfield Group.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis
product ("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention:
Legal/Compliance. In addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are
contained on the Firm's disclosure website at www.citigroupgeo.com. Valuation and Risk assessments can be found in the text of the most recent research
note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Investment Research & Analysis Ratings Distribution

12 Month Rating Relative Rating
Data current as of 30 Jun 2011 Buy Hold Sell Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 54% 36% 1% 10% 81% 10%
% of companies in each rating category that are investment banking clients 45% 4% 42% 50% 42% 44%

Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings:

CIRA's stock recommendations include a risk rating and an investment rating.

Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S).

Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk
rating.

Analysts may place covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis)
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed “Under Review” will be monitored daily by
management. As soon as practically possible, the analyst will publish a note re-establishing a rating and investment thesis.

To satisfy regulatory requirements, we correspond Under Review to Hold in our ratings distribution table for our 12-month fundamental rating system.
However, we reiterate that we do not consider Under Review to be a recommendation.

Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the analyst's coverage universe over a 3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
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company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in his coverage universe, explaining the basis for this
short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which reflects a longer-term total
absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to a buy recommendation
and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is considered non-relative-
rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings distribution table for our 3-month
relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are:Buy (1) (expected total return of 10% or
more for Low-Risk stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-
10% for Low-Risk stocks, 0%-15% for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total
return).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock's expected performance and risk.

NON-US RESEARCH ANALYST DISCLOSURES

Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Pty Limited David Burgess; Laurence Parisi; Jackie Tin, CFA; Adrian Dark

OTHER DISCLOSURES

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Mirvac Group. (For an explanation of the determination of
significant financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citigroupgeo.com.)

Citigroup Global Markets Inc. or its affiliates beneficially owns 2% or more of any class of common equity securities of Westfield Group.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal
basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (i) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may
be available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports.

Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures.
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The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the
separate businesses of Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley
Smith Barney LLC in its entirety. For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to
www.morganstanley.com/researchdisclosures and https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html.

This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant
of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product
is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil by
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC -
Associacdo dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associagao Nacional dos Bancos de Investimento. Av.
Paulista, 1111 - 11° andar - CEP. 01311920 - S&o Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup Global
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J
2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets
Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cézanne, 8éme, Paris, France. The Product is distributed in
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD,
Reuterweg 16, 60323 Frankfurt am Main. If the Product is made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is
attributable to Citigroup Global Markets Asia Ltd., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citigroup Global Markets Asia Ltd. is
regulated by Hong Kong Securities and Futures Commission. If the Product is made available in Hong Kong by The Citigroup Private Bank to its clients, it is
attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. The Citigroup Private Bank and Citibank N.A. is regulated by the
Hong Kong Monetary Authority. The Product is made available in India by Citigroup Global Markets India Private Limited, which is regulated by Securities
and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia through PT Citigroup Securities
Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any copy hereof may be distributed
in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable capital market laws
and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered with the Capital
Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or
sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the
meaning of the Indonesian capital market laws and regulations. The Product is made available in Israel through Citibank NA, regulated by the Bank of Israel
and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made available in Italy by Citigroup
Global Markets Limited, which is authorised and regulated by Financial Services Authority. Foro Buonaparte 16, Milan, 20121, Italy. The Product is made
available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities and Exchange
Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi Building, 1-5-1
Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by Nikko Cordial Securities Inc. it is being so distributed under license. In
the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Global Equities Online (GEQO) website. If you
have questions regarding GEO, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-180, Korea. KOFIA makes available registration information of research analysts on its
website. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea
Securities Ltd. http://dis kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available in
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission. Menara Citibank, 165 Jalan Ampang,
Kuala Lumpur, 50450. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo
Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma
398, Col. Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available through Citigroup Global Markets New Zealand Ltd. (Company
Number 604457), a Participant of the New Zealand Exchange Limited and regulated by the New Zealand Securities Commission. Level 19, Mobile on the
Park, 157 Lambton Quay, Wellington. The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of
Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200. The Product is made available
in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and
Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect
subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego. Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923
Warszawa. The Product is made available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian
Federation in accordance with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with
the license issued by the Federal Service for Financial Markets. Neither the Product nor any information contained in the Product shall be considered as
advertising the securities mentioned in this report within the territory of the Russian Federation or outside the Russian Federation. The Product does not
constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in
the Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore
Pte. Ltd., a Capital Markets Services Licence holder, and regulated by Monetary Authority of Singapore. 1 Temasek Avenue, #39-02 Millenia Tower,
Singapore 039192. The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore branch, a licensed bank in
Singapore that is regulated by Monetary Authority of Singapore. This report is distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected
Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of this report. Please contact your
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Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in connection with this report.
Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office
is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African
Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private customers in South Africa. The
Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. 29 Jose Ortega
Y Gassef, 4th Floor, Madrid, 28006, Spain. The Product is made available in Taiwan through Citigroup Global Markets Taiwan Securities Company Ltd.,
which is regulated by Securities & Futures Bureau. No portion of the report may be reproduced or quoted in Taiwan by the press or any other person. 14 and
15F, No. 1, Songzhi Road, Taipei 110, Taiwan. If the Product is related to non-Taiwan listed securities, neither the Product nor any information contained in
the Product shall be considered as advertising the securities or making recommendation of the securities. The Product is made available in Thailand
through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand. 18/F, 22/F and 29/F, 82 North
Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through Citibank AS which is regulated by Capital
Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these materials (the "Materials") are
communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and
licensed and regulated by the Dubai Financial Services Authority ("DFSA" to Professional Clients and Market Counterparties only and should not be relied
upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector covered is
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