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announcement

November 2020

Conclusion of MSCI Consultation on calculation methodology change to lease
term-based measures for UK and Ireland Property Indexes

November 2020: MSCI announced today that it will implement the proposed changes to lease term-based
measures for the UK and Ireland Property Indexes, following its recent consultation with the real estate investment
community. These changes aim to improve the relevance and representativeness of these measures while
ensuring ease of replicability and global consistency in the calculation methodology.

Summary of key changes:

e The calculation methodology of remaining lease term and average lease length measures at aggregate level
will be weighted based on current rent passing compared to the maximum of rent passing and all future step
amounts as per former methodology.

e The impacted measures include all variants of remaining lease term and average lease length at any level of
aggregation (property, portfolio, segment, sector or any composite levels), and will be calculated as below:

Y.(Rent Passing x Months to Expiry or Break from calculation date) ;opan:

Remaining Lease Term (incl. Breaks)q,pser=
Y. Rent Passing opane

Y.(Rent Passing x Months to Expiry or Break from lease start date) jopan:

Average Lease Length (incl. Breaks) ., pser= S Rent Passing
tenant

e Forrent free leases, the Market Rental Value is substituted for Rent Passing in the above calculation.

e Based on the client feedback received during consultation, MSCI will also amend the calculation criteria for
‘reversion from reversionary leases’ measure to consider only those future step events that are contracted
within 10 years from the calculation date.

Implementation and Timelines

The new methodology will be implemented retrospectively through the entire index history including the frozen
history of UK property indexes. The methodology changes will become effective from the Q4 2020 release of the
UK and Ireland Quarterly Property Indexes. The lease term-based measures as per new methodology will be
available in the risk reports (part of enterprise analytics product suite) for all subscribers during Q4 2020 reporting.
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About MSCI

MSCI is a leading provider of critical
decision support tools and services
for the global investment community.
With over 45 years of expertise in
research, data and technology, we
power better investment decisions by
enabling clients to understand and
analyze key drivers of risk and return
and confidently build more effective
portfolios. We create industry-leading
research-enhanced solutions that
clients use to gain insight into and
improve transparency across the
investment process.

To learn more, please visit
WWWwW.msci.com.
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Notice and disclaimer

©MSCI. All rights reserved. The information contained herein may not be reproduced or redistributed without MSCI’s prior approval. Unless expressly
licensed by MSCI in writing, it may not be used as a benchmark for portfolio or manager performance, as a basis for financial products, or in connection
with investment vehicles, or to create any derivative works. None of the information is intended to constitute investment advice or a recommendation to
make (or refrain from making) any kind of investment decision and may not be relied on as such. The information is provided "as is". TO THE
MAXIMUM EXTENT PERMITTED BY LAW, MSCI Inc. and its subsidiaries make no express or implied warranties or representations and shall have no
liability whatsoever with respect to the Information. NO REGULATED USE OF ANY MSCI PRIVATE REAL ASSETS INDEXES IN ANY JURISDICTION IS
PERMITTED WITHOUT MSCI'S EXPRESS WRITTEN AUTHORIZATION. THE PROCESS FOR APPLYING FOR MSCI'S EXPRESS WRITTEN AUTHORIZATION
CAN BE FOUND ON THE INDEX REGULATION PAGE OF MSCI'S WEBSITE AT: https://www.msci.com/index-regulation.
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