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In October 2020, AEW Research released a report “A Focus on Greater
Seoul Logistics”, which covered a very interesting rising opportunity. A Focus o GIer. scoul 6Gielice
The paper examined how rapidly changing consumption patterns were
increasing occupier demand for logistics space. It also reviewed the )
favorable property market fundamentals and how developers and

investors were reacting.

One year on, this has played out with a far larger upside than first
anticipated. As of end June 2021, South Korea's e-commerce market was
estimated to be KRW 176 trillion, about 15% larger than one year prior.
The country has already bypassed the U.S. and U.K. in terms of share of

online sales and currently has the second highest e-commerce
penetration rate globally (after China). As a result, e-commerce firms
have expanded their physical presence rapidly, which has led to record

SAEW

high levels of demand for modern logistics space.

Developers responded by supplying much needed, higher quality space to the market. Occupied stock is
1.5 times larger by mid-2021 than two years prior and vacancy rates are low. Looking forward, logistics
stock will double in size from 2021 to 2023, deepening the base of institutional quality assets, benefiting
both occupiers and investors.

As the market continues to exhibit extremely favorable fundamentals, capital interest is high and
investment activity has reached new records in H1 2021. Further, there is a more diverse pool of interested
buyers today, indicating a maturing investment environment. Considering the weight of capital and
current deal flow, yields will continue to firm through to the end of 2021.
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DELIVERING MODERN STOCK TO EXPANDING E-COM INDUSTRY OVERALL GRADE A LOGISTICS STOCK

» Prior to the prevalence of online shopping, Greater Seoul’s 180
industrial market was primarily traditional shed-style stock. < 160

. . v
Developers ramped up construction of modern logistics o 140
facilities from 2012, delivering more fit-for-propose space to a é 120
growing e-commerce industry. g 100
= 80
*  Byend 2020 Greater Seoul' had about 77 million square feet of E 60
Grade A logistics space - about half the physical size of Tokyo's. g 40

3

* By 2023, Greater Seoul will have about 168 million square feet & 20 . .

o

of Grade A |OgISFICS stock — two thirds of ToL‘<yo s. B}{ this stage 2016 2017 2018 2019 2020 2021 2022 2023
both markets will be comparable on an online retail revenue

Source: JLL
(USD) per foot of logistics space basis.
TAKE-UP OF LOGISTICS SPACE
2018 TO 2023F
DEMAND OUTLOOK HAS BEEN REVISED UP
45
* Net absorption projections doubled mid-year after H12021's w 40
take-up came up to 90% of the beginning-of-year forecasts. ,<_E> 35
* For the three years 2021 to 2023, revised demand will more ‘Z: Zo
5
than double the amount of occupied stock. § 20
* Ase-commerce and third-party logistics firms make up about % 15
3
60% to 70% of occupied logistics stock, the strength of the e- g 10 .
commerce market is the key driver behind demand expansion. 5 .
o 1
+ E-commerce revenue is expected to grow by 22% in the five 2018 2019 2020 2021 2022 2023

years ending 2025 and this will translate directly to more
demand for logistics space. Currently, e-commerce revenue ® Previous Demand Trend  »Outlook at start of 2021
. . . . . e B Outlook Toda

per capita for South Korea is the highest in the Asia Pacific Y

region‘ Source: JLL

LANDLORD FAVORABLE CONDITIONS REMAIN IN THE NEAR-TERM SAMPLE OF PRE-LEASING IN LOGISTICS FACILITIES
2018 TO 2021

*  Supply and demand have kept pace in the last 12 months,
meaning vacancy rates have been steady and low.

* Alackof space in existing assets has moved some leasing
activity to new builds. Pre-leasing has become a key feature of
the market, especially for some of the larger space users
requiring future certainty.

*  While landlords compete using different leasing strategies,
using a sample of buildings that pre-leased in H1 2021, 82% of
the space was leased up, consistent with prior years.

» Landlord favorable conditions are expected to persist,

supporting an upward rental cycle for the near-term. H Leased upon Completion
® Within 12 mths of completion
u Not Leased
Source: JLL

1Greater Seoul includes Seoul, Gyeonggido and Incheon, where
approximately 50% of South Korea's population live

BOSTON LOS ANGELES LONDON PARIS DUSSELDORF HONG KONG SEOUL SINGAPORE SYDNEY TOKYO | AEW.COM @AE \ ;& )



AEW RESEARCH EOUL LOGISTICS - A YEAR IN REVIEW ASIA PACIFIC | SEPTEMBER 2021

STRONG RETURNS DRIVE TRANSACTION ACTIVITY INDUSTRIAL/LOGISTICS TRANSACTION ACTIVITY
2018 TO 2021 YTD
* Market-driven total returns look attractive on an absolute and 45
relative basis, circa 9% to 1% p.a. from 2021 to 2024. " 40
(=
+  AEW's Total Return Model shows Greater Seoul logistics will be in 2 3':
= 3.
the top three highest returning markets between 2021 and 2024. 2 25
+ Capital has responded accordingly and transaction activity for g 2.0
logistics has reached a new high in 2021 with more than USD 2 15
1.0
billion purchased year-to-date. 05
* Investors have gained comfort through robust leasing activity and 0.0
as a result, an estimated 15% of deals completed in H1 2021 were Jan Feb Mar AprMayJun Jul AugSep Oct NovDec
“forward funded”, i.e., purchased prior to completion. 2021 2018 2019 2020
Source: Real Capital Analytics
MORE DIVERSE POOL OF BUYERS TODAY TRANSACTION BREAKDOWN BY CAPITAL SOURCE

S . 2015 TO YTD 2021
* The share of cross-border participation has increased from 2% to

over 40% between 2015 and 20719. 100%
*  While international travel limitations in 2020 and 2021 hindered 80%
deal flow by foreign investors, there is a large pool of interest
. . . . L 60%
from cross-border capital. Their participation indicates the °
increasing maturity of the sector. 40%
* Anecdotally, for every new asset with an active bid process, the 20% 45% W o0
! T . 0 33%
foreign participation is typically 10 to 20%. o 2% 16% Ve 1%
(]

2015 2016 2017 2018 2019 2020 2021

- i YTD
COMPETITION FOR ASSETS FUELS YIELD COMPRESSION mCross-Border  mDomestic

Source: Real Capital Analytics
* AEW's Asia Pacific research report released in November 2020 -

A Bright Future’, noted there was room for compression in the YIELD SPREAD, LOGISTICS AND OFFICE

logistics to office yield spread. 2018 TO 2021
» Consistent with this, between Q2 2020 and Q2 2021 Seoul'’s yield 180
ol . . 160
spread contracted to be within the 50 to 90 basis point range the 140
report anticipated. 120
» Considering the weight of capital that continues to want to 8 100
.. 2 80
allocate to the sector and current deal flow, AEW anticipates 60
yields will continue to firm through to the end of 2021. 40
* Thereafter, investors will become more discerning and yields are 20
. o
unlikely to move much more lower. g& ‘:9 0;\0, Q'\o} G\q ‘,’19 S D ,‘,’1} «\
<& %
R RS AR LR P D
Seoul Tokyo
Source: JLL
Please do contact us if you would like to learn more about our analyses of the property markets in the Asia Pacific region:
GLYN NELSON HANNA SAFDAR
Director of Research & Strategy, Asia Pacific Assistant Director of Research & Strategy, Asia Pacific
glyn.nelson@aew.com hanna.safdar@aew.com
+65.6303.9016 +65.6303.9014

This material is intended for information purposes only and does not constitute investment advice or a recommendation. The information and opinions contained in the material have been compiled or arrived at based
upon information obtained from sources believed to be reliable, but we do not guarantee its accuracy, completeness or fairness. Opinions expressed reflect prevailing market conditions and are subject to change.
Neither this material, nor any of its contents, may be used for any purpose without the consent and knowledge of AEW.
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Additional Notes

This material has been provided for information purposes only to investment service providers or
other Professional Clients, Qualified or Institutional Investors and, when required by local
regulation, only at their written request. This material must not be used with Retail Investors.

In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or
one of its branch offices listed below. Natixis Investment Managers S.A. is a Luxembourg
management company that is authorized by the Commission de Surveillance du Secteur
Financier and is incorporated under Luxembourg laws and registered under n. B 115843.
Registered office of Natixis Investment Managers S.A.: 2, rue Jean Monnet, L-2180
Luxembourg, Grand Duchy of Luxembourg. ltaly: Natixis Investment Managers S.A., Succursale
Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered
office: Via San Clemente 1, 20122 Milan, ltaly. Germany: Natixis Investment Managers S.A.,
Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office:
Senckenberganlage 21, 60325 Frankfurt am Main. Netherlands: Natixis Investment Managers,
Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 3521AZ
Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial (Registration
number 516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan
48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en Espafia.
Serrano n°90, 6th Floor, 28006, Madrid, Spain. Belgium: Natixis Investment Managers S.A.,
Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 Bruxelles, Belgium.

In France: Provided by Natixis Investment Managers Intemational — a portfolio management
company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority
- AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the
Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue
Pierre Mendés France, 75013 Paris.

In Switzerland: Provided for information purposes only by Natixis Investment Managers,
Switzerland Sarl, Rue du Vieux College 10, 1204 Geneva, Switzerland or its representative office
in Zurich, Schweizergasse 6, 8001 Zurich.

In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised
and regulated by the UK Financial Conduct Authority (register no. 190258) - registered office:
Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When
pemmitted, the distribution of this material is intended to be made to persons as described as
follows: in the United Kingdom: this material is intended to be communicated to and/or directed
atinvestment professionals and professional investors only; in Ireland: this material is intended
to be communicated to and/or directed at professional investors only; in Guernsey: this material
is intended to be communicated to and/or directed at only financial services providers which hold
a license from the Guemsey Financial Services Commission; in Jersey: this material is intended
to be communicated to and/or directed at professional investors only; in the Isle of Man: this
material is intended to be communicated to and/or directed at only financial services providers
which hold a license from the Isle of Man Financial Services Authority or insurers authorised
under section 8 of the Insurance Act 2008.

In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers
Middle East (DIFC Branch) which is regulated by the DFSA. Related financial products or
services are only available to persons who have sufficient financial experience and
understanding to participate in financial markets within the DIFC, and qualify as Professional
Clients or Market Counterparties as defined by the DFSA. No other Person should act upon this
material. Registered office: Unit L10-02, Level 10 ,ICD Brookfield Place, DIFC, PO Box 506752,
Dubai, United Arab Emirates

In Japan: Provided by Natixis Investment Managers Japan Co., Ltd. Registration No.: Director-
General of the Kanto Local Financial Bureau (kinsho) No.425. Content of Business: The
Company conducts investment management business, investment advisory and agency
business and Type Il Financial Instruments Business as a Financial Instruments Business
Operator.

In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei)
Co., Ltd., a Securities Investment Consulting Enterprise regulated by the Financial Supervisory
Commission of the R.0.C. Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road,
Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, Tel.
+886 2 8789 2788.

In Singapore: Provided by Natixis Investment Managers Singapore Limited (company
registration no. 199801044D) to distributors and institutional investors for informational purposes
only.

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/
corporate professional investors only.

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60
088 786 289) (AFSL No. 246830) and is intended for the general information of financial
advisers and wholesale clients only .

In New Zealand: This document is intended for the general information of New Zealand
wholesale investors only and does not constitute financial advice. This is not a regulated
offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only
available to New Zealand investors who have certified that they meet the requirements
in the FMCA for wholesale investors. Natixis Investment Managers Australia Pty Limited
is not a registered financial service provider in New Zealand.

In Latin America: Provided by Natixis Investment Managers S.A.

In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered
investment advisor, authorised and supervised by the Central Bank of Uruguay. Office:
San Lucar 1491, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a
fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627.

In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representacién
(Colombia) to professional clients for informational purposes only as permitted under
Decree 2555 of 2010. Any products, services or investments referred to herein are
rendered exclusively outside of Colombia. This material does not constitute a public
offering in Colombia and is addressed to less than 100 specifically identified investors.

In Mexico Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated
financial entity, securities intermediary, or an investment manager in terms of the
Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with
the Comision Nacional Bancaria y de Valores (CNBV) or any other Mexican authority.
Any products, services or investments referred to herein that require authorization or
license are rendered exclusively outside of Mexico. While shares of certain ETFs may be
listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not represent
a public offering of securities in Mexico, and therefore the accuracy of this information
has not been confirmed by the CNBV. Natixis Investment Managers is an entity
organized under the laws of France and is not authorized by or registered with the CNBV
or any other Mexican authority. Any reference contained herein to “Investment
Managers” is made to Natixis Investment Managers and/or any of its investment
management subsidiaries, which are also not authorized by or registered with the CNBV
or any other Mexican authority.

The above referenced entities are business development units of Natixis Investment
Managers, the holding company of a diverse line-up of specialised investment
management and distribution entities worldwide. The investment management
subsidiaries of Natixis Investment Managers conduct any regulated activities only in and
from the jurisdictions in which they are licensed or authorized. Their services and the
products they manage are not available to all investors in all jurisdictions. It is the
responsibility of each investment service provider to ensure that the offering or sale of
fund shares or third party investment services to its clients complies with the relevant
national law.

The provision of this material and/or reference to specific securities, sectors, or markets
within this material does not constitute investment advice, or a recommendation or an
offer to buy or to sell any security, or an offer of any regulated financial activity. Investors
should consider the investment objectives, risks and expenses of any investment
carefully before investing. The analyses, opinions, and certain of the investment themes
and processes referenced herein represent the views of the portfolio manager(s) as of
the date indicated. These, as well as the portfolio holdings and characteristics shown,
are subject to change. There can be no assurance that developments will transpire as
may be forecasted in this material. The analyses and opinions expressed by external
third parties are independent and does not necessarily reflect those of Natixis
Investment Managers. Past performance information presented is not indicative of future
performance.

Although Natixis Investment Managers believes the information provided in this material
to be reliable, including that from third party sources, it does not guarantee the accuracy,
adequacy, or completeness of such information. This material may not be distributed,
published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.
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