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Opportunities with non-domestic European property
Access to sectors and strategies, diversification, risk reduction and return possibilities

For most investors, a step outside of their domestic property
market rapidly expands the opportunity set (and improves
diversification) as local markets typically represent only a
fraction of the overall property universe.

Non-domestic property investments can provide more choice
with new sectors and strategies.

Many investors, often incorrectly, associate non-domestic
property investments with higher risk than domestic ones.

This often leads to investors choosing higher-risk strategies for
their non-domestic investments, relative to domestic.

Non-domestic property can provide an efficient way of achieving
higher risk-adjusted returns through diversification of the
entire portfolio.

Investing in a direct, diversified, global or regional portfolio is
only possible for the very largest investors. Hence, indirect
investments are the entry route for most investors thinking
about a diversified, non-domestic, core property allocation.

Source: Aberdeen Standard Investments, October 2019

Estimated European property market sizes (% of total European market)

Austria
Belgium
Czech Republic
Denmark
Finland
France
Germany
Hungary
Ireland
Italy
Netherlands
Norway
Poland
Portugal
Spain
Sweden
Switzerland
UK

0

Source: MSCI, June 2017

¢
AberdeenStandard
Investments


Presenter
Presentation Notes
Pull into lessons learn’t from Europe, alongside slide on the dortmund asset

Bring forward, following on from Health and Wellbeing slide

We need a leeds slide to follow on from this


/
AberdeenStandard
Investments

01

Real Estate Market Trends
Near term outlook




ERYV growth and yield movement
Continued rental growth for most European markets while minor yield compression

Indexed ERV growth Yield shift & level
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European total returns
Break down by sector: Expected returns relatively front loaded, except for retail overall

3 & 5yr total returns p.a.

= 3yr average p.a. == Syr average p.a. = 3yr p.a. (all property)
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Source: Aberdeen Standard Investments, October 2019
Absolute returns, local currency, non-risk adjusted, ungeared, annualised data

¢
AberdeenStandard
Investments



/
AberdeenStandard
Investments

02

Rationale for residential



Presenter
Presentation Notes
Large team in Europe

Direct balanced funds, tactical opportunistic club deals, specialist funds, listed funds and a team investing in listed propcos, REMM and fixed income team lending in the real estate space

A lot to cover 

Our job here, set the scene, provide key trends, sentiment and the context for which the funds are operating in

But we will also provide some conviction calls and highlight where we see the best / worst prospects


Urbanisation across western Europe creates strong demand growth for residential
‘Winning Cities’ attract strong inflows of population and households are shrinking

Projected population growth 2015 - 2035

Average number of persons per households
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Source: United Nations 2018, World Urbanisation Prospects; Projections are not guaranteed Source: national statistics agencies, Aberdeen Standard Investments, 2018
A 4
6 AberdeenStandard

Investments


Presenter
Presentation Notes
Increasing migration, urbanisation, shrinking household size and the sheer cost of buying are driving demand for private rented residential


By illustration: 
The population of Greater Stockholm increased by 25% from year 2000 (1.2m) to 2016 (1.5m)
Dublin’s population has grown by 25% �since 1996
Berlin’s population increased by 10% from mid 2011 (3.35m) to mid 2016 (3.6m). This trend �is accelerating
London has grown by 1m residents in the last decade, and projected to grow by as much again �in the forthcoming decade
The growth creates leads to strong demand for all types of property, especially residential, which is the most land hungry



Residential properties have outperformed over the long-term
Minimal vacancy, stable income return with strong potential for rental growth

Historic outperformance for residential in most markets*

Total returns (%p.a.)
14,0 %

12,0 %
10,0 %
8,0 %
6,0 %
4,0 %

2,0%

0,0 %
Sweden (1984) UK (1990) Denmark (2000) Netherlands  Finland (1999) France (1998) Germany (1997) Austria (2004)
(1995)
m Residential mAll
*Since index (IPD/MSCI) launch to end 2017
source: Mscl, 2018; Past performance is not a guide to future results.
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Returns and regulation

The case for investing outside one’s home market is
diversification and spreading of risks


Presenter
Presentation Notes
Large team in Europe

Direct balanced funds, tactical opportunistic club deals, specialist funds, listed funds and a team investing in listed propcos, REMM and fixed income team lending in the real estate space

A lot to cover 

Our job here, set the scene, provide key trends, sentiment and the context for which the funds are operating in

But we will also provide some conviction calls and highlight where we see the best / worst prospects


The strong performance of European residential continued in 2018
Minimal vacancy, very secure, stable income return with strong potential for rental growth

Total return p.a. since index (IPD/MSCI) launch to end 2018

Total return by rental regulation status, 2014-2018 p.a.
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Why do we see increasing political discussions about rent control?
A struggle to provide affordable housing for population in cities across Europe

Berlin's Housing Shortage: No
Improvement in Sight

Percentage of income spent on renting a one-bedroom apartment
for an average nurse’s salary

m Of gross income mOf net income

Up to 12,000 people desert Paris each 70%
year 60%
. 0,
The housing paradox: what can local 50%
municipalities do? 40%
30%
London needs £4.9bn a 0%
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grant, say Khan and G15 10%
0%
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Sources: Local statistics for salaries and rents, estimated tax burden by
Aberdeen Standard Investments, August 2019
Sources: Various media articles, 2019
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Residential regulation alone not likely to solve the affordable housing challenge

Supply side needs to be stimulated too

Required rents for new residential supply in Germany

Fringe big city development

Required rent €18 per sgqm/month

6.000
]
4.000
3.000
2.000
1.000 2500
0 ‘ ; ‘
Cost of land Construction Developers Exit value @
cost margin 3.75% yield
(15%)

6.000

5.000

4.000

3.000

2.000

1.000

Affordable housing

Assumed rent €8 per sgm/month
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Happy tenants = happy landlords

What makes a residential investment a successful investment?


Presenter
Presentation Notes
Large team in Europe

Direct balanced funds, tactical opportunistic club deals, specialist funds, listed funds and a team investing in listed propcos, REMM and fixed income team lending in the real estate space

A lot to cover 

Our job here, set the scene, provide key trends, sentiment and the context for which the funds are operating in

But we will also provide some conviction calls and highlight where we see the best / worst prospects


Residential returns: Enhancing net income via improved operational efficiency

 Build to rent
— Cost of repairs * Quality design, low maintenance
» Durable construction minimises running costs

Voids and + Efficient marketing and timing reduces void periods
letting costs « Large scale for letting agents reduces fees

» Large scale effective professional service
* On site maintenance and problem solving
* Quality service to tenants

* Lower cost to landlord

Net Income

¢
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Why rent control also can be a good thing for landlords
Happy tenants = Happy landlords

Net income received in three scenarios — what rental growth is required to compensate for higher turnover?

m Net income received = Maintenance costs = Turnover costs
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1.5% ERV growth (CPI)
88% net/gross ratio

Gross rent

2.6% ERV growth
86% net/gross ratio

10% turnover

Source: Aberdeen Standard Investments, February 2019

Country Typical lease Typical

duration turnover

Germany 11.8 years 8%

4.8% ERV growth Sweden 10.0 years 10%
82% net/gross ratio Spain 10.0 years 10%
_ Austria 8.5 years 12%
Netherlands 6.3 years 16%
Finland 5.0 years 20%

France 3.7 years 27%

Belgium 3.3 years 30%

UK 2.5 years 40%

20% turnover

40% turnover

e St andard
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Our insights influence the design and management of our investments
Efficient design has increased the rent per square metre for little additional cost

In our experience tenants consider the space they need
and the affordability they have overall, not the rent per
square metre

In this illustration (asset is located in Dortmund):

» Scheme comprised 11 ‘houses’ with 3 floors each

» We agreed the purchase price on a gross square metres
basis

« We knew smaller apartments achieve higher rent per
square metre and let swiftly

* We reconfigured layout which:
» Added 5% to construction cost (incl. balcony)
* Added c.20% to ERV

» Broadened the occupier base

Source: Aberdeen Standard Investments, October 2019

Before: €2,045 ERV/month

3 room apartment, ~90m?2, €945 ERV
4 room apartment, ~115m?, €1,100 ERV

Source: Aberdeen Standard Investments (August 2018)

After: €2,490 ERV/month
3 room apartment, ~82mz, €945 ERV

3 room apartment, ~81m?2, €945 ERV
2 room apartment, ~49m2, €600 ERV
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Bring forward, following on from Health and Wellbeing slide
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How to select assets

Focus on location, affordability and sustainability


Presenter
Presentation Notes
Large team in Europe

Direct balanced funds, tactical opportunistic club deals, specialist funds, listed funds and a team investing in listed propcos, REMM and fixed income team lending in the real estate space

A lot to cover 

Our job here, set the scene, provide key trends, sentiment and the context for which the funds are operating in

But we will also provide some conviction calls and highlight where we see the best / worst prospects


Property contracted in 2018
Austria, Vienna, Erdberger Lande 36—38 // Status: Closed

g . Property details

Location: * Vienna is the capital of Austria and comprises about 1.9 million inhabitants
* The site is located in Vienna's 3rd district at the 2-lane-road “Erdberger Lande”, close to the
Danube channel and to the famous Prater area.
« Erdberger Lande 36-38 is located about 3.5 km East from the city centre.
« The development consists of 10 sections. A new park of about 7,000 sgm is built on site.
* Bus station: 0.5 km, metro/tram station: 0.5 km, central station: 5.6 km

Property: e Targeted completion: Q4 2019
e 244 apartments with a rental area of 14,083 sgm
¢ 2 commercial units with a rental area of 2,335 sgm
* Secured lease contracts with supermarket chain Hofer (10y) and drugstore DM (7y)
¢ 113 underground parking spaces whereof 63 are let to the supermarket
« Apartments are delivered with kitchens and high quality wooden floors, floor heating system,
window blinds, modern bath with rooms with accessories
« High energetic efficiency standard, certified with Austrian rating “klimaaktiv Bronze”

o= E = Letting: e Letting will be realised by the purchaser; commercial pre-let by vendor
= vk 5 - ° L * @ residential rental assumption: 12.37 €/sgm/month
e N = PR Apartment mix: e Balanced unit mix of 2- to 4-room apartments, focussed on 2 and 3 room units
ae W Lo i AT *  2rooms (65%), 3 rooms (29%), 4 rooms (6%)
T . o * Average apartment size is 58 sqm
I T ° e Purchase price: ¢ ca. € 66.8m with a full recovery of VAT (20%)
o L o Initial yield: «  3.9% gross initial yield
- = \ +  3.7% net initial yield
For illustrative purposes only. Past performance is not a Deal structure: * Asset Deal
guide to future results. Map data ©2019 Google » Forward funding - staged payments according to progress
Source: Aberdeen Standard Investments, October 2019
A !
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Our focussed strategy always starts with Triple A locations

Performance will ultimately be determined by investing in suitable properties at affordable
prices in places where people want to live
* Rents — average asking rents for two bed flats

Afford ability e Costs of commuting (eg annual travel pass)
* Average earnings (typically >33% to housing costs a challenge)

e Travel time to major place of work
Accessibility «  Proximity to transport hubs
» Future transport upgrades

* Retail — convenience and quality and vitality
Am enity « Leisure facilities and green spaces (an established sense of place)
» Schools and community facilities

e Population structure
Demographics + Proportion of 20 - 40 year olds
e Population growth 20 - 40 year olds

* % In PRS sector
Housing Market * Level of new development (starts and completions)
« Large scale improvements to the area.

Source: Aberdeen Standard Investments, October 2019
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ESG in action
Development projects, asset management and retro-fit opportunities

Sustainable developments — Vienna

* Two of the fund’s forward funding developments in Vienna will be
classified as highly efficient. The energetic standard will achieve the
high level of the Austrian standard “klimaaktiv - Bronze”.

Sustainable asset management programmes — Helsinki
« Installation of solar power systems producing some 8.5 MWh/a per asset and =
saving potentially 15 k€/a at fund level

i

« Installation of water-saving constant current faucet nozzles in bathrooms will
save up to 25% of water usage

Low carbon investment — Helsinki

» 15 out of 16 assets show the potential for geothermal drilling.

« Replacing district heating with geothermal heating enables energy
savings of 40-50% (heating and electricity combined)

Source: Aberdeen Standard Investments, LeaseGreen, December 2018
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Global Real Estate Sustainability Benchmark (GRESB)
At ASI funds receive their taylor made ESG impact measures to meet highest standards

Peer Comparison
GRESB Score Green Star P Wider Northern Europe | Residential, Multi-
75 GRESB Statistics Benctar]  ASPER =)
100 GRESB Average 72 Peer Average 73 f{. T
out of
New entrants average 58 /
score
71 Implementation & Measurement
o0 4 CRESBAversges? Peer Average 73 Europe average score 71 75
Global average score 72
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Summary



Presenter
Presentation Notes
Large team in Europe

Direct balanced funds, tactical opportunistic club deals, specialist funds, listed funds and a team investing in listed propcos, REMM and fixed income team lending in the real estate space

A lot to cover 

Our job here, set the scene, provide key trends, sentiment and the context for which the funds are operating in

But we will also provide some conviction calls and highlight where we see the best / worst prospects


Diversification away from home biased portfolios within the residential sector
A pan-European strategy aims to deliver robust, defensive returns with reduced country risk

Rationale » Accessibility to sectors and strategies outside of the domestic property market rapidly expands the opportunity set for institutional investors
» The local, domestic market typically only represents a fraction of the investment universe
» Non-domestic property can provide an efficient way of achieving higher risk-adjusted returns through diversification of the entire portfolio

» Investment in multiple sectors and markets can actively reduce single country and sector risks and therefore increase risk-adjusted
returns

Residential ° Residential has lower volatility than commercial property and strong historic long term returns, it may be an robust portfolio diversifier
* Income with growth potential achievable via improved operational efficiency and market rental growth
« Residential property exhibits very strong demand/supply fundamentals, particularly in Europe’s leading cities
» Supply is not keeping pace with population growth, positive implications for long-term rents and capital values
« Residential property is less impacted by technology changes than commercial property

Strategy e Investin large, high quality, purpose-built residential blocks for the long-term
» Follow strategic AAA-location approach (Affordability, Accessibility, Amenity)
« Long-term focus on sustainability — aiming to enhance the quality of the social and built environment
« Improve operational efficiency to maximise income returns and rental growth, minimise vacancy
e Multi country strategy reduces risk through diversification

Our flagship pan-European residential real estate fund

,
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Disclaimer
For professional clients only — Not for retail investors

Past performance is not a guide to future results. The value of investments, and the income from them, can go down as well as up and clients may get
back less than the amount invested.

Real estate is a relatively illiquid asset class, the valuation of which is a matter of opinion. There is no recognised market for property and there can be delays in
realising the value of assets.

The views expressed in this presentation should not be construed as advice or an investment recommendation on how to construct a portfolio or whether to buy,
retain or sell a particular investment. The information contained in the presentation is for exclusive use by professional customers/eligible counterparties (ECPs)
and not the general public. The information is being given only to those persons who have received this document directly from Aberdeen Asset Managers
Limited or Standard Life Investments Limited (together “Aberdeen Standard Investments”) and must not be acted or relied upon by persons receiving a copy of
this document other than directly from Aberdeen Standard Investments. No part of this document may be copied or duplicated in any form or by any means or
redistributed without the written consent of Aberdeen Standard Investments.

The information contained herein including any expressions of opinion or forecast have been obtained from or is based upon sources believed by us to be reliable
but is not guaranteed as to the accuracy or completeness.

Any data contained herein which is attributed to a third party ("Third Party Data") is the property of (a) third party supplier(s) (the “Owner”) and is licensed for use
by Standard Life Aberdeen*. Third Party Data may not be copied or distributed. Third Party Data is provided “as is” and is not warranted to be accurate, complete
or timely. To the extent permitted by applicable law, none of the Owner, Standard Life Aberdeen* or any other third party (including any third party involved in
providing and/or compiling Third Party Data) shall have any liability for Third Party Data or for any use made of Third Party Data. Neither the Owner nor any other
third party sponsors, endorses or promotes the fund or product to which Third Party Data relates.

* Standard Life Aberdeen means the relevant member of Standard Life Aberdeen group, being Standard Life Aberdeen plc together with its subsidiaries,
subsidiary undertakings and associated companies (whether direct or indirect) from time to time.

Aberdeen Asset Managers Limited is registered in Scotland (SC108419) at 10 Queen’s Terrace, Aberdeen, AB10 1XL, Standard Life Investments Limited is
registered in Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL, and both companies are authorised and regulated by the Financial Conduct Authority
in the UK.
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Disclaimer
For professional clients only — Not for retail investors

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and may not be used as a basis for or a
component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a recommendation to
make (or refrain from marketing) any kind of investment decision and may not be relied on as such. Historical data and analysis, should not be taken as an
indication or guarantee of any future performance analysis forecast or prediction. The MSCI information is provided on an ‘as is’ basis and the user of this
information assumes the entire risk of any use made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling,
computing or creating any MSCI information (collectively, the ‘MSCI’ Parties) expressly disclaims all warranties (including without limitation, any warranties of
originality, accuracy, completeness, timeliness, non-infringement, merchantability and fithess for a particular purpose) with respect to this information. Without
limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including,
without limitation, lost profits) or any other damages (www.msci.com).

,
AberdeenStandard

24
Investments



	Slide Number 1
	Slide Number 2
	Real Estate Market Trends�Near term outlook
	ERV growth and yield movement
	European total returns
	Rationale for residential
	Slide Number 7
	Residential properties have outperformed over the long-term
	Returns and regulation
	The strong performance of European residential continued in 2018
	Why do we see increasing political discussions about rent control?
	Residential regulation alone not likely to solve the affordable housing challenge
	Happy tenants = happy landlords
	Residential returns: Enhancing net income via improved operational efficiency 
	Slide Number 15
	Our insights influence the design and management of our investments
	How to select assets
	Property contracted in 2018
	Our focussed strategy always starts with Triple A locations 
	ESG in action
	Global Real Estate Sustainability Benchmark (GRESB)
	Summary
	Diversification away from home biased portfolios within the residential sector
	Disclaimer
	Disclaimer

