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Survey Shows UK Investors Favour Residential as
an Alternative to Retail Assets in Property
Portfolios

London — December 11, 2018 — Over a third of UK real estate investors (35%) see long-term
residential investments as the best alternative to retail property if they move out of the troubled
sector in the next year, according to a survey by MSCI Inc. (NYSE: MSCI), a leading provider of
indexes, portfolio construction, risk management tools and services for global investors.1

After long-term residential assets, the survey showed that industrials and mixed-use property are
the next most popular replacements to retail in portfolios, with 22% of investors saying they would
opt for each of these sectors. A further 11% of investors indicated that they would choose short-
term residential as a possible substitute for retail property.

The survey, conducted last month at MSCI-IPF Property Investment Conference in Brighton,
highlights how the slide in UK retail property valuations is reshaping attitudes on real estate sector
allocations within portfolios. Valuations in retail property have decreased by 16.4% since December
2007 (when accounting for net investment and capex), whilst capital growth across all sectors, on
average has been broadly flat at +0.7% over the same period.? This has been driven by much better
performance in other sectors like residential, for example, which enjoyed capital growth of nearly
80% on a like-for-like basis.

According to survey respondents, retail property does offer certain characteristics which are not
replicated by other real estate investments. Nearly a third of investors said they would find it most
difficult to replace the real rental growth of retail investments and 26% say the availability of long
leases would be hard to replicate. A further 21% state the benefits of inflation-tracking returns are a
strong advantage of their retail property holdings.

Even within the retail sector, there have been bright spots. Over the same measurement period,
Central London Standard Shops more than doubled in value enjoying capital growth of 124%.
Supermarkets have also enjoyed positive capital growth but on a much more modest scale with 9.7%
growth over the period. Whilst there is no doubt e-commerce is severely affecting certain sections of
the retail property market, other sections have, at least until now, avoided such hits to capital
values.

Ken O’Brien, Head of Client Coverage, EMEA, comments, “UK retail valuations have been going
through a sustained period of decline since the global financial crisis, and brief rallies haven’t
repaired the overall trend, led by the shifting shopping and spending patterns of consumers.

“Through this period, retail has remained a significant part of portfolios, but if the market trend
continues, investors may choose to consider other, more resilient options. Although it may be
difficult to exactly replicate the positive attributes that successful retail investments historically
provided, the changing real estate landscape does provide other options; whether that be the
growth in multi-use developments, or the inflation-hedging characteristics of residential assets.”
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1 MSCI conducted this survey of 101 property investors on 15th and 16th November 2018 at the
MSCI-IPF Property Investment Conference in Brighton.

2 Data refers to MSCI UK Quarterly Property Index
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This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI
Inc. or its subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers or any third party involved in making or compiling any Information (collectively,
with MSCI, the “Information Providers”) and is provided for informational purposes only. The Information may not be modified, reverse-engineered, reproduced or
redisseminated in whole or in part without prior written permission from MSCI.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without limitation), the Information may
not be used to create indexes, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring, managing or marketing of any securities,
portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data,
information, products or services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF THE INFORMATION PROVIDERS MAKES
ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO
THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT
LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any
of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages even if notified of the possibility of such damages.
The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for
death or personal injury to the extent that such injury results from the negligence or willful default of itself, its servants, agents or sub-contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or
prediction. Past performance does not guarantee future results.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients
when making investment and other business decisions. All Information is impersonal and not tailored to the needs of any person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy.

It is not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an index is only available through third party
investable instruments (if any) based on that index. MSCI does not issue, sponsor, endorse, market, offer, review or otherwise express any opinion regarding any fund,
ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the
performance of any MSCI index (collectively, “Index Linked Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track index
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performance or provide positive investment returns. MSCI Inc. is not an investment adviser or fiduciary and MSCI makes no representation regarding the advisability of
investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets.
Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the securities underlying the index or Index Linked Investments. The
imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are frequently material differences
between back tested performance results and actual results subsequently achieved by any investment strategy.

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index
methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or suppliers to MSCI. Inclusion of a security within an MSCI index is
not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes. More
information can be found in the relevant index methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indexes to third parties. MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments.
Information can be found in MSCI Inc.’s company filings on the Investor Relations section of www.msci.com.
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