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HEALTH-RELATED PROPERTY UNDER THE MICROSCOPE

= Since the Covid pandemic emerged, health-related needs from consumers and businesses have become an even greater
concern translating into demand for health-related, specialized residential and commercial property. This in turn has been
triggering more interest from private investors in recent years.

= Apart from the short term, secular trends drive health-related consumer spending in Europe, which is estimated to grow by
14% over the next five years. Aging and sufficiently wealthy populations will continue to require more care and products while
also being able to afford them.

= As a result, revenues for health-related companies are expected to rebound post Covid, although pharma has been resilient
throughout. With the rising cost of inpatient hospital stays, many services are increasingly diverted to outpatient clinics and
senior housing and care homes prompting demand for these specialized property segments.

= Despite currently strong operators diversifying and expanding across Europe (partly through M&A), UK and US experience has
shown investors that the credit quality of operators can be harmed by too aggressive expansion and leverage.

= The risk of specified or medicalized properties is not necessarily higher than regular residential or offices as the stability of the
cash flow might be stronger, especially with a solid credit rated operator.

= Average prime yields for senior housing investments across Europe were reported at 4.3% with other healthcare-related yields
at 4.8%. This indicates excess yields of 130 bps for senior housing relative to residential and 110 bps for healthcare relative to
offices, respectively. On a risk-adjusted basis, health-related properties offer an attractive opportunity which could benefit from
yield spreads tightening as more investors get into the sector.

Average Prime Yields By Sector (%) - Q2 2021
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KEY DRIVERS OF HEALTH-RELATED PROPERTY

HEALTH-RELATED SECTORS SPAN ACROSS
PROPERTY TYPES

= Since the Covid pandemic emerged, health-related issues have become the
main focus of our daily life but have also attracted more investors’ attention.

= Health-related needs from consumers and businesses translate themselves
into demand for specialized housing, offices and labs.

= Conceptually, we find it useful to show the main health-related property sub-
types based on the dimensions of medical specificity and length of stay.

= Regarding housing, longer stays are prevalent for senior housing as well as
care homes, but medical needs are typically higher for care home residents.

= With clinics, there is an even higher medical specification with needs for

operating theatres, treatment and patient rooms, while length of stay is short.

= Specialised medical offices require higher levels of plumbing and ventilation
than offices with basic health-related tenants, like doctors and dentists.

= Labs and R&D facilites require the highest level of building specification with
industrial strength HVAC and high level security and safety systems. As a
result, the length of lease is typically long to recoup the high upfront costs.

AGING POPULATION DRIVES DEMAND FOR HEALTH-
RELATED PRODUCTS & SERVICES

= One of the key drivers for the increased demand for health-related goods
and services is the increasing share of over 65 year old people.

= Evenwhen living in their own homes, seniors have a higher natural need for
more medical care and medicines than younger people.

= Apart fromthe increasing share of older people in the overall population,
older people are also living longer than ever before. This is partly due to
more healthy life styles, but also due to advances in medical science.

= Inaddition, with high levels of home ownership among older people they
have the accumulated wealth to afford more advanced medical goods and
services during the latter phase of their longer lives.

= Allof this is good news for pharmaceutical companies, medical goods
producers and medical service providers.

= Countries like Italy, Germany, France, Netherlands and Spain will all have
20% or more of population at 65+ age in only five years from today.

14% GROWTH IN EU HEALTH-RELATED SPENDING BY
2027

= Health-related consumer spending is estimated at a staggering US$ 360
billion across the EU, with hospital services making up the smallest share.

= Over the next five years, Oxford Economics forecasts a further 14% growth in
this spending. This is well above growth for the overall economy.

= Medical products, appliances and equipment is the largest and fastest
growing share. Advanced treatments have been facilitated by increasingly
advanced technology and new products have driven the costs up.

= This diversified and growing consumer demand base supports the
development, manufacturing and use of a very wide range of health-related
products and services.

= The expertise needed for these increasingly advance products and services
also requires more highly educated staff than ever before.

= Inthe end, this means that this growing demand supports a high value add
industry that has more or less specialised space requirements that it should
be able to afford as the need for medical care is as central as life itself.
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GROWTH AND CONSOLIDATION DRIVE HEALTH COVENANT

NON-PHARMA REVENUES PROJECTED TO REBOUND

= While pharmaceuticals benefited, health care equipment and services were
hit hard during the lockdowns as patient needs centered around Covid.

= The successful rollout of vaccines is expected to drive revenue up in 2021 as
delayed procedures and treatments resume, although staff capacity could
remain a bottleneck in the short term.

= Pharmaceutical revenues have been helped by record levels of demand for
Covid-19 vaccines while increased use of tele-medicine and prescription
mail order kept normal prescription volumes high.

= Despite the expected increases in revenues, margin pressure could persist,
given overall staff shortages and inflation on salaries for qualified staff.

= Given its crucial role in solving the Covid crisis, the broader health care
sector should continue to benefit from government financial support should
the pandemic linger late into 2022, albeit at a perhaps reduced level.

OPERATOR DEMAND FOR OUT-PATIENT & LONG TERM
CARE FACILITIES TO GROW

= Healthcare systems are organized and financed in different ways across the
EU, which explains the differences in expenditure breakdown in the chart.

= Hospitals are the largest providers of healthcare in expenditure terms,
accounting for more than one third (36%) of all expenditure in the EU.

= The hospital expenditure share is highest in Southern Europe while
representing less than 28% in Germany.

= We expect other countries to reduce their hospital share, like in Germany, as
inpatient hospital stays become too costly, many services are diverted to
outpatient facilities, which can be funded through sale-and-lease-backs.

= Asa result, operators’ demand for out-patient clinics is expected to grow.

= Long term care is in the other providers category. In the chart. The
Netherlands has the highest (28%) expenditure share since it has had a
public long-term care insurance system in place since 1968.

= Regardless of public or private funding, the aging population across Europe
should drive the operator demand for senior housing and nursing homes.

KEEP AN EYE ON CREDIT QUALITY OF OPERATORS

= Given that the broader health care sector remains fragmented with
increasing margin pressure and significant economies of scale, we expect
that merger and acquisition (M&A) activity will resume post Covid.

= Pharmaceutical companies resort to M&A to broaden their drug portfolios
while medical device manufacturers and life science companies continue
consolidation to diversify their offerings.

= The long-term and medium-term stay sector has also become increasingly
consolidated with the largest French long term care groups expanding into
other countries, including Germany and Spain and into senior housing.

= Similarly, the medium-term stay and clinics market is dominated by care
home operators or short-stay hospital groups which expanded their services
in order to optimise continuity of care and manage capacities.

= Butas UK and US experience shows it is important to consider that the credit
quality of operators can be harmed by too aggressive expansion and
financial and operational leverage through sale-lease-backs. A parent
company guarantee from a well rated operator can cover this risk. Credit
scores might vary across different providers and investors should reconcile
between these.
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Leading Pan European Long Term Care Operators

Ellipro S&P
Geographic Ellipro Bond- Bond-
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lent lent

Korian 74,000 France, Germany,
Belgium, Italy,

Spain, Netherlands 10/10 LA 40 3

Orpea 86,000 France, Benelux,
Ireland, Germany,
Switzerland,
Austria, Italy,
Spain, Portugal,
CEE

710 BBB 39 BB-

DomusVi 36,000 France, Germany,
Netherlands, Spain,

Portugal, Ireland 10 EEE 34 ¥

Sources: Companies sites, Ellipro, S&P, AEW Research & Strateqy
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TRENDS IN HEALTH-RELATED PROPERTY MARKET

INVESTORS APPETITE DRIVES UP LIQUIDITY |nvestment v°|umes’ Europe (EMN)

= Even before the Covid crisis an increase in health-related investment
volumes was emerging in 2016-17. This upward trend was further confirmed
during 2021, which likely included some catch-up from delayed 2020 deals. 12

= Dominated by senior housing and care home deals before 2021, health-
related deal volumes include predominantly pre-funding deals to finance
expanding operators/developers many using the sale-and-lease-back
structure.

= Medical office volumes have remained stable throughout the period has
remained stable at close to EUR 1bn pa.

= R&D and lab space volumes across Europe did show a dramatic increase in
2021 to near EUR 4.5bn, more than double the annual volumes recorded in
both 2019 and 2020. If the European market follows the US example, this
could be expected to continue resulting in a more balanced market.

= The Covid situation might have triggered a lasting interest from investors in W Medical Office W R&D Seniors Housing & Care
R&D and lab space as life science and pharmaceutical firms will need to step Sources: RCA, AEW Research & Strategy
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up their R&D activities to deal with future crises.

AVERAGE EUROPEAN PRIME YIELDS AT 4.3-4.8% Average Prime Yields By Country (%) - Q2 2021

= Average prime vyields for senior housing investments across Europe were 7.00
reported at 4.3% with other healthcare-related yields were at 4.8%. 6.00
= |t should be noted that the precise definitions for sub-sectors within the ’

broader health-related segment across our various data providers vary, 5.00

which is unsurprising for an emerging property type. 4.00
= Consistent with other property sectors, German vyields are lower than the

European average reflecting low bond yields and strong investor demand. In 3.00

contrast to the rest of Europe, healthcare yields are below senior housing. 2.00
= French senior housing yields are at the same level as in Germany, which is

likely due to the strong French legal framework for development funding of 1.00

new facilities and the expansion of French operators. 0.00
= On the other hand, the data indicates attractive prime yields of 6% for Spain Netherlands France European Germany
healthcare properties and near 5% for senior housing in Spain and Average*

Netherlands. . .
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Sources: CBRE, Cushman & Wakefield, AEW Research & Strategy

100+ BPS EXCESS YIELD SPREAD TO CORE SECTORS Average Prime Yields By Sector (%) - Q2 2021
= When we compare the prime yields for health-related properties, the data 500 4.8
indicates excess yields of 130 bps for senior housing relative to residential 43
and 110 bps for healthcare relative to offices.
= The current excess vyields are likely a reflection of the historical niche 4.00 3.7
character of these health-related sub-sectors. 3.0
= However, as investor understanding and liquidity improves, it would not be 3.00 :
unreasonable to expect lower excess spreads going forward.
= The risk for specified or medicalized properties is not necessarily higher than
regular residential or offices as the stability of the cash flow might be strong. 2.00
= In the case of senior housing, investors are shielded from the risk of
individual residents as the lease is usually with a single professional 1.00
operator, whose credit risk can be assessed from a corporate perspective.
= Inthe case of medical offices and R&D or lab space, even smaller tenants are 0.00
likely to make significant investments in the space themselves incentivizing Healthcare Offices Senior Housing Residential

them to stay longer than normal office tenants to recoup these costs.
Sources: CBRE, Cushman, AEW Research & Strateqy
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ABOUT AEW

AEW is one of the world’s largest real estate asset managers, with €77.4bn of assets under management as at 30 September 2021. AEW has over 790
employees, with its main offices located in Boston, London, Paris and Hong Kong and offers a wide range of real estate investment products including
comingled funds, separate accounts and securities mandates across the full spectrum of investment strategies. AEW represents the real estate asset
management platform of Natixis Investment Managers, one of the largest asset managers in the world.

As at 30 September 2021, AEW managed €36.9bn of real estate assets in Europe on behalf of a number of funds and separate accounts. AEW has over
440 employees based in 10 offices across Europe and has a long track record of successfully implementing core, value-add and opportunistic

investment strategies on behalf of its clients. In the last five years, AEW has invested and divested a total volume of over €21bn of real estate across
European markets.
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This publication is intended to provide information to assist investors in making their own investment decisions, not to provide investment advice to any specific investor. Investments discussed and recommendations herein may not be
suitable for all investors: readers must exercise their own independent judgment as to the suitability of such investments and recommendations in light of their own investment objectives, experience, taxation status and financial position.
This publication is derived from selected sources we believe to be reliable, but no representation or warranty is made regarding the accuracy of completeness of, or otherwise with respect to, the information presented herein. Opinions
expressed herein reflect the current judgment of the author: they do not necessarily reflect the opinions of AEW or any subsidiary or affiliate of the AEW's Group and may change without notice. While AEW use reasonable efforts to include
accurate and up-to-date information in this publication, errors or omissions sometimes occur. AEW expressly disclaims any liability, whether in contract, tort, strict liability or otherwise, for any direct, indirect, incidental, consequential,
punitive or special damages arising out of or in any way connected with the use of this publication. This report may not be copied, transmitted or distributed to any other party without the express written permission of AEW. AEW includes
AEW Capital Management, L.P. in North America and its wholly owned subsidiaries, AEW Global Advisors (Europe) Ltd. and AEW Asia Pte. Ltd, as well as the affiliated company AEW SA and its subsidiaries.
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