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Asia-Pacific REITs:
Past, present, and future

Despite a volatile and unpredictable 2020, it is
always important to remember why investors choose
to invest in REITs. While they certainly can offer the
possibility for price appreciation (or depreciation),
a stable and predictable income payouts through
dividends has been the main historical source
of return.

Indeed, over the past 10 years, AP REITs have
provided, on average, a 6.8% annualised return;
roughly 5% of the total return came from dividend

Chart 1: AP REITs historical payout?

2020 was a challenging year for many asset classes. Asia-Pacific REITs (AP
REITs) was no different, as the COVID-19 pandemic roiled real estate markets
across the globe, including Asia. Despite these challenges, regional real estate
markets have gradually recovered from lows, stabilising historically predictable
dividend payouts, while the “lower for longer” global interest rate environment has
provided a beneficial tailwind. In this 2021 outlook, Hui Min Ng, Portfolio Manager,
explains why investors traditionally have chosen REITs, and outlines why it should
be an attractive investment for next year' and beyond.

payouts?3. To put this dividend yield in perspective,
Asia (ex-Japan) equity markets offered, on average,
a 5.4% total return, with only 2.4% coming from
dividends over the same time period*.

Despite the notable challenges of the past year, from
another perspective, AP REITs historical yield is also
attractive in the current “lower for longer” interest rate
environment. As Chart 2 shows, developed markets’
sovereign bond yields have steadily declined since
December 2015. In some developed markets, bond
yields have even turned negative, with the current
level of negative-yielding debt instruments near US$
18 trillion and expected to climb even further in the
near-term.

Annual total returns of Asia ex-Japan REITs (2010 —2020 YTD)

50%

40% 36.29%

30%

21.65%

20%

10% 7.01%

0,
N - 199% 4.54% SR
ey -5.89% 1.65%
= . (]
-10% -1.35%

-6.56%

-20%
YTD2020 2019 2018 2017 2016

(Nov 2020) m Price Return

" As of this writing, December 2020.

2 Bloomberg, as of 30 November 2020.

3 Bloomberg, as of 30 November 2020, Asia ex-Japan REITs are
represented by FTSE EPRA/NAREIT Asia ex-Japan REITs Index.
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Chart 2: Negative yielding bonds®

Developed market 10-year government bonds yields®
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While the lower for longer interest rate environment
is a headwind for many fixed income segments, it is
supportive for REITs due to lower borrowing costs.

Despite these traditional strengths, 2020 was indeed
a challenging year for REITs globally as well as Asia,
as the economic impact of the COVID-19 pandemic
called into the question the asset class’s predictable
history of dividend payout.

The past: Early 2020

The global outbreak of COVID-19 had a varying
impact across the sub-sectors of real estate, but
initially led many to question the viability of dividend
pay-outs in a worsening environment. The worst hit
sector globally was retail as a result of national
lockdowns and social distancing requirements.

5 Bloomberg, as of 30 November 2020.

In contrast, industrial/specialised real estate assets
continued to generate stable cashflows and high-
income visibility, as the acceleration in ecommerce
trends led to stronger demand in warehousing and
logistics facilities.

Many segments of AP REITs have gradually
recovered from the economic shock due to
unprecedented monetary and fiscal policy measures.
Policy responses from governments such as
Singapore and Australia have helped save jobs and
companies, with some packages totalling up to 20%
of GDP. At the same time, central banks across the
region have slashed rates, with the Reserve Bank of
Australia starting quantitative easing for the first time
in 2020.

The present: End of 2020

The top priority across all landlords and REITs
managers has been to ensure high
cleaning/maintenance  standards, temperature
checks to ensure safety for all their tenants and instil
confidence for people to visit their facilities. The
pandemic has brought about unprecedented
economic impact and all stakeholders in one form or
another must bear some pain from it.

Landlords for commercial assets in Singapore and
Australia are mandated to provide rental holidays for
tenants who were badly affected by the loss of
sales/income. landlords have also offered help in
terms of rental commissions, waiver of management
fees, lease restructuring to tide tenants through the
difficult period.

We saw suburban retail landlords have also
accelerated their digital marketing plans to help their
tenants to sell their products online or food delivery
services for their food and beverage tenants, with
more people working from home, these suburban
malls have ramped out digital offering to capture the
sales in their neighbourhood.
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The future: 2021

Moving into 2021, we envisage the macroeconomic
backdrop should gradually improve across the
region, with significant dispersion in economic
growth across the region®. Despite the economic
rebound, we expect that the low interest rate
environment should remain a strong tailwind for the
asset class. The low cost of borrowing continues to
underpin healthy demand in trophy assets across
Asia.

Our base case scenario is that key markets like
Singapore, Hong Kong, and Australia should not
enter into national lockdowns given policy learnings
and experiences. The positive newsbytes on
vaccines successes could restore confidence in
consumer and corporate spending in 2021.

Retail landlords should enjoy recovery in cashflows
given the low base in 2020 (high rental reliefs) and
industrial REITs remain stable with growth boosted
from accretive acquisitions.

Based on this base case and favourable macro
backdrop, the outlook for yields of AP REITs should
remain attractive next year (see Chart 3). Forecasted
yield for AP REITs is approximately 5.1% compared
to a 2.1% yield for Asian equities’. In our view, this
payout is expected to remain stable over the long-
term, largely due to the strength of the asset class
and improved economic conditions.

6 Bloomberg, as of 15 December. The consensus growth estimate for
Asia-Pacific in 2021 is 5.5%. India and China are expected to lead the
region at 8%, with Southeast Asian countries experiencing a slower
expected rebound.

" Bloomberg, as of 4 January 2021.

8 Bloomberg as of 30 November 2020. REIT Yield and Equity Dividend
Yield are the projected 12-month yield from Bloomberg consensus.
REIT Yield: Australia REIT — S&P/ASX 200 A-REIT Index, Hong Kong

Chart 3: AP REITs offer attractive forward yield®
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Conclusion

In our view, the main attraction of AP REITs as an
asset class is the stable, sustainable payout of
dividends to investors. While this assumption was
challenged in early 2020, the response by
governments and central banks helped to stabilise
the real estate sector. Moving into 2021, we believe
an improving economic outlook and continued low
interest rates should be beneficial for the asset class.

REIT — Hang Seng REIT Index, Singapore REIT — FTSE ST Real
Estate Investment Trusts index. Equity Dividend Yield: Straits Times
Total Return Index, Hang Seng Index, S&P/ASX 200 index. 10- Year
Government Bond Yield = Local Generic 10-year Government Bond
Yield. Projections or other forward-looking statements regarding future
events, targets, management discipline or other explanations are only
current as of the data indicated. There is no assurance that such
events will occur, and if they were to occur, the result may be
significantly different than that shown here.
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Disclaimer

A widespread health crisis such as a global pandemic could cause
substantial market volatility, exchange trading suspensions and closures,
and affect portfolio performance. For example, the novel coronavirus
disease (COVID-19) has resulted in significant disruptions to global
business activity. The impact of a health crisis and other epidemics and
pandemics that may arise in the future could affect the global economy
in ways that cannot necessarily be foreseen at the present time. A health
crisis may exacerbate other pre-existing political, social and economic
risks. Any such impact could adversely affect the portfolio’s performance,
resulting in losses to your investment.

Investing involves risks, including the potential loss of principal. Financial
markets are volatile and can fluctuate significantly in response to
company, industry, political, regulatory, market, or economic
developments. These risks are magnified for investments made in
emerging markets. Currency risk is the risk that fluctuations in exchange
rates may adversely affect the value of a portfolio’s investments.

The information provided does not take into account the suitability,
investment objectives, financial situation, or particular needs of any
specific person. You should consider the suitability of any type of
investment for your circumstances and, if necessary, seek professional
advice.

This material, intended for the exclusive use by the recipients who are
allowable to receive this document under the applicable laws and
regulations of the relevant jurisdictions, was produced by, and the
opinions expressed are those of, Manulife Investment Management as
of the date of this publication, and are subject to change based on market
and other conditions. The information and/or analysis contained in this
material have been compiled or arrived at from sources believed to be
reliable, but Manulife Investment Management does not make any
representation as to their accuracy, correctness, usefulness, or
completeness and does not accept liability for any loss arising from the
use of the information and/or analysis contained. The information in this
material may contain projections or other forward-looking statements
regarding future events, targets, management discipline, or other
expectations, and is only as current as of the date indicated. The
information in this document, including statements concerning financial
market trends, are based on current market conditions, which will
fluctuate and may be superseded by subsequent market events or for
other reasons. Manulife Investment Management disclaims any
responsibility to update such information.

Neither Manulife Investment Management or its affiliates, nor any of their
directors, officers or employees shall assume any liability or
responsibility for any direct or indirect loss or damage or any other
consequence of any person acting or not acting in reliance on the
information contained herein. All overviews and commentary are
intended to be general in nature and for current interest. While helpful,
these overviews are no substitute for professional tax, investment or
legal advice. Clients should seek professional advice for their particular
situation. Neither Manulife, Manulife Investment Management, nor any
of their affiliates or representatives is providing tax, investment or legal
advice. Past performance does not guarantee future results. This
material was prepared solely for informational purposes, does not
constitute a recommendation, professional advice, an offer or an
invitation by or on behalf of Manulife Investment Management to any
person to buy or sell any security or adopt any investment strategy, and
is no indication of trading intent in any fund or account managed by
Manulife Investment Management. No investment strategy or risk
management technique can guarantee returns or eliminate risk in any
market environment. Diversification or asset allocation does not
guarantee a profit nor protect against loss in any market. Unless
otherwise specified, all data is sourced from Manulife Investment
Management.

Manulife Investment Management

Manulife Investment Management is the global wealth and asset
management segment of Manulife Financial Corporation. We draw on
more than a century of financial stewardship to partner with clients across
our institutional, retail, and retirement businesses globally. Our specialist
approach to money management includes the highly differentiated
strategies of our fixed-income, specialised equity, multi-asset solutions,
and private markets teams—along with access to specialised,
unaffiliated asset managers from around the world through our
multimanager model.

These materials have not been reviewed by, are not registered with any
securities or other regulatory authority, and may, where appropriate, be
distributed by the following Manulife entities in their respective
jurisdictions.

Additional information about Manulife Investment Management may be
found at www.manulifeim.com/institutional.
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Manulife Investment Management (Hong Kong) Limited. Brazil:
Hancock Asset Management Brasil Ltda. Canada: Manulife Investment
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Inc., Manulife Investment Management (North America) Limited,
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China: Manulife Overseas Investment Fund Management (Shanghai)
Limited Company. European Economic Area and United Kingdom:
Manulife Investment Management (Europe) Ltd. which is authorised and
regulated by the Financial Conduct Authority, Manulife Investment
Management (Ireland) Ltd. which is authorised and regulated by the
Central Bank of Ireland Hong Kong: Manulife Investment Management
(Hong Kong) Limited. Indonesia: PT Manulife Aset Manajemen
Indonesia. Japan: Manulife Asset Investment Management (Japan)
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200801033087 (834424-U) Philippines: Manulife Asset Management
and Trust Corporation. Singapore: Manulife Investment Management
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Manulife Investment Fund Management (Vietnam) Company Limited.
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