Sustainability & ESG Investment in Real Estate | Tokyo Nov. 13t 2017

DBJ Green Building:2sED#EFTED

Economic analysis of DBJ Green Building Certification

2017F11H13
—RRRAEIE A B A BT

Japan Real Estate Institute




2°79854> / Outline

ESG;Eé(C. 8‘15 *Ebﬁiﬂégkwmb\n

Recognition of real estate investors in ESG investment

DBJ Green Buildingz2iED#FFIED

Economic analysis of DBJ Green Building Certification

DBJ Green Building:2sEDIRIR D 1h

Analysis of current status of DBJ Green Building Certification




2° 79854 / Outline

ESGISE (CH T DAENEIGE RO HE

Recognition of real estate investors in ESG investment

DBJ Green Buildingz2iED#FFIED

Economic analysis of DBJ Green Building Certification

DBJ Green Building:2sEDIRIR D 1h

Analysis of current status of DBJ Green Building Certification




8‘ ESGIE(CHII IR BNEIERDRH /

Recognition of real estate investors in ESG investment
@ 5536l A BNEIRERFT - Hhl V7 T — bOHIE

Overview of 36th JREI Investor Survey in 2017- Special Questionnaire

O AEFEB/ Survey purpose
FUTHFCRE DS FOTVBI ABIEDESGIRE |[LOWVWTARENEIRE RO ZHE T D
CEBEMET B,

It is aimed to investigate the real estate investor's perception about 'ESG investment of
real estate' which is of particular interest nowadays.

O AESE Survey method
7> —KMEAE Emailed or mailed questionnaire

O AEXZR Number of surveyed Firms
VYRRV — PLOZv— LA— IHERIT. FEEE. 12021

Asset manager, Arranger, Bank, Investment bank, Pension fund, etc. 202 firms

O [O]Z&ZEX Number of respondents 112%t 112 firms

O FAERF=  Date of Survey 2017F4H1H April 1, 2017

—
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Recognition of real estate investors in ESG investment

B=AGINSORE (BE25LA)

Whether third-party certification is acquired or not ? (within the past 2 years)

®20164E4AAE Survey in April 2016
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@20174F4HAE Survey in Aé{il 2017
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B=HAREHISDTFE
Plan for the acquisition of third-party certification

@ 2016F4HFHE Survey in April 2016
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Presence or absence of utilization of third-party certification in investment and loan decisions

®2016fE4HAAE Surveyin April 2016
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Recognition of real estate investors in ESG investment

N et = B ka M Expectations for ESG investment in real estate

A EE{M{E Positive impact on property value

285

IR~DEZ Positive effect on IR

EHEi{f Higher rent

IJ—<,>% Positve impact on leasing

BLHME (Fv k) Positive impact on Dept financing
EEZX X Lower opex/capex

GCSR Impact on GSR

EEZE (T4 T7«) Positive impact on equity raise

I Survey in 2017
I Survey in 2016

¥l (&EOMFE) Positive impact on NAV/share price
@3 Higher occpency

Z=JTHIE Y Lower cap rate Kt I




ESGARBELESTRVAENEDSHILER

OIRTE Current

OO ESGIRE(CHIF IR ENEIRERDDH /
Recognition of real estate investors in ESG investment

Comparison of rents between properties
well suited to ESG and those not

+10% Higher 6-10% Higher 1-5% Higher No Difference 1-5% Lower 6-10% Lower +10% Lower
m Survey in 2016 0.0% 0.9% 16.1% 82.1% 0.9% 0.0% 0.0%
H Survey in 2017 0.0% 0.0% 15.8% 83.2% 1.0% 0.0% 0.0%

® 104F%% 10yrs later

+10% Higher 6-10% Higher 1-5% Higher No Difference 1-5% Lower 6-10% Lower +10% Lower
® Survey in 2016 0.9% 9.0% 57.7% 31.5% 0.9% 0.0% 0.0%
® Survey in 2017 1.0% 11.0% 59.0% 29.0% 0.0% 0.0% 0.0%
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Recognition of real estate investors in ESG investment

R ’ Comparison of Cap Rate between
I
ESGAEELESTRWVWABEDRAFFIEDELE properties well suited to ESG and those not

OIRTE Current

-50bp -40bp -30bp -20bp -10bp No Difference | + (Lower Value)
m Survey in 2016 1.8% 0.0% 0.9% 1.8% 13.8% 81.7% 0.0%
H Survey in 2017 0.0% 0.0% 1.0% 1.0% 17.5% 80.4% 0.0%

® 104F%% 10yrs later

I
-50bp -40bp -30bp -20bp -10bp No Difference | + (Lower Value)
m Survey in 2016 1.8% 0.9% 7.4% 15.7% 41.7% 32.4% 0.0%
H Survey in 2017 4.2% 2.1% 3.1% 13.5% 46.9% 30.2% 0.0%
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Recognition of real estate investors in ESG investment

@ F& D Summary
> E=HINEIOHUSRER. 'EHEEMENIMEAR]

Acquisition record of third party certification and utilization performance are on the
Increase

> ESGIYE(CHRfF I DLIBIEHS RENE(ME, TDOMMIRPU— T DRE
Expectation from ESG investment will continue to have impact on property value, other
IR and leasing

> BRINUVERGFFIEIDE, 51&HE. IWELDEFERAOHIFENE L.

Rent and Cap rate continue to be higher than expected for the future

> () J39271Ah70> bOulgeE

(Inference) Possibility of brown discount
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80 AENEICESETS 3 DDHIE /
Three markets related to real estate

ArEEEE™HS AENEFTHHES

Rental Market of Properties Sales Market of Properties

Eatrhiz

Financial Market

R 1C 3
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SO EEMAIRTITOL / Things to do in economic analysis

® DBJ Green Building:2:it & &SR DEBE

Correlation analysis between DBJ Green Building Certification and rent

® DBJ Green Buildingi2isEhN U —> 2P (C B X S8E
(ELA—F—AADT7 >r— FOFET)

The Impact of DBJ Green Building Certification on Leasing
(Report of questionnaires to the building owner)

R
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© Is DBJ Green Building Certification correlated to rent per square meter ?

M50 2  ioooo

Correlation? (E*sll B 4T

Rent per
' Square Meter
DBJ Green BU”diﬂg JJCO==




°° D OHIR / Assumptions for analysis

- FRT BT —4 : £)-REITREYMFOREST —4
(RET—H)

- F—HAFESE  BREABE)-REITS XT A
(TOREIT)(C & DEWE

IS 201786 AR S TAFAER

EmREEA
- SRR AT+ R

- MRITUP  ER -SRI FE - 5E

-HITIVE 612 (SEGBREERYIFE5644)

- WEEAEE  ENBE (EE0IREEESIED)
S>ERD75%HNEFNDEET]
REETE7,500mMZ1R(C 2 DICX 5

- DL TSI KIS—ETIL

- DWHAHE  EIFERKE BEABRIES
RATSFR B0 EHSRaE

7

€ Data to be used : Settlement data of all J-REIT-held

properties (Publication data)

€ How to obtain data : acquired by Tokyu Real Estate
J-REIT system (TOREIT)

€ Date of analysis : The latest closing date available as

of June 2017

€ Target area and building use : Offices in Tokyo/
Kanagawa/ Chiba/ Saitama

€ Number of samples : 612 (Of which GB certified
property is 56)

€ Explainable variables : rent/square meter

(per rentable area)

— 75% of the total included leasable area 7,500 square

meters divided into two categories
€ Analysis method : Spatial lag and error model

€ Analysis collaborator : Instructor Takahisa Yokoi,
Dept. for the Study of Contemporary Society, Shokei

Gakuin University
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The histogram of all samples

D ALETEARD75%NZFENSEEH A GEETE7,500mMT 2 DX

All samples are classified into two with a rentable area of 7,500 square meters.
Properties with rentable area of 7,500 square meters or less account for 75% of the

total
number
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® 7,500mEUTFDEI %7,500m & B2 5L LB HARRINH SN RN L.

Less than 7,500 square meters of buildings * There was no correlation in the building group exceeding
’ 7,500 square meters.

11.9% higher
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spatial lag and error model)

EEREmEmETIS00M LU TOE L

HEFEFESE / The estimated result of the spatial hedonic approach (the

SEAEEEET500m &Y KEE)L

P oo B 3z oo oT B 3z oo
B0 il I e I o I e
THIB 7.79742: 14.075 0 g 10.056 10.436 ; 11.616 11.019 : 12444
Hhig 4= —1 -0.22281; —3.786 ik -0.028 | -0.383 -0.022 | -0.232
i Az—2 -0.03006; -0.219 ~0.473 | —2.496 %k -0494 i -1.616
i 4'=—3 0.067101: 0.582 0.146 1 1.168 0.128 1 0.771
#DIXMNENFTZ— -0.00959: -0.288 * -0.052 | —0.869 -0.083 | -1.129
LnGERRIEE) (m) -0.02662; -1.138 0013 0.316 0.035 0.983
R =—1F B % 0.326618 4.365 ixk« *kk | -0117 i -1.257 ~0.187 | —2.146 ixx
Fikihigi A = —Z Dk 0.037862: 0.538 -0.070 : -0.777 -0.063 ;| —0.723
Ln3EEREE) (%) 0.311504: 3.959 ixokx ok 0.008 i 0.070 -0.095 ;| -0.849
Ln(BREERETORSMEFERE) | -0.04286: -1.668 :* -0.221 | —4.405 ixxx | —0.251 i —4.552 k%
ILFERN T =— -0.08334: —3.080 i%kk -0.193 | -3.663 ixkk | -0.129 i —2.238 ixx
XEEREERE () -0.01303; —2.329 % *kk | —0.027 i —3.656 k% | —0.032 i —4.492 kxk
At — AR A S— -0.00169: —0.054 0.064 i 1.029 0074} 1.340
=SHBRAI— -0.01308; -0.352 0.029 | 0.471 0.030 | 0.529
mmA it A s — 0.07117; 1.147 0132 ¢ 1.779 ix 0.092 i 1.401
=E (m) 0.001683: 1.872 ix * 0.006 i 3.682 ixkok 0.005 : 3.376 ik
Ln(EE T 8E@ER) 0.07139i 2.652 %k« Sokk 0.056 i 1.388 0.064 i 1.775 ix
Ln(ZEE%) -0.14524; -5.790 ix¥x Kokok -0.187 | —4.504 ix*x —-0.186 | —4.727 ix¥x
Jo) kkk
A Kokok 0.466 i 5.731 i%kx
o2 0.070 | 15.100 ixokk *okk 0.064 | 8.832 ikxx 0.053 | 8.622 ixxk
BARH 456 156
4T )LAIC -194.51 ~249.67 -54.328 ~72.986
JB/BSHEP{E 3.243E-10 1.354E-14 443E-03 9.538E-07

work kx| kX FNFNTAIBRE (1%, 5%, 10%8 B /KE)THEEL R,

AIC=2 X R A E +2 X /374A—2% | RBEZEHEETILIFAICH —B/NEVETIL
JB/BSHRTEPIEIL. BEMNMZEER DML >TVSI DR ERREZRT

WHERBIDERICET L
#911.9%¢1%.
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The interpretation and consideration of the estimated results

>  BErIEEEENNSVIMHIERAEEEN Z R U EOERI(CIR BB REMEN DD,
There 1s a possibility that acquisition of certification may be a factor of differentiation
for properties with small rentable area.

>  —73C. EE0REEEN KRS VYMFEIIHBPORYI ARYIREDMERIDFZEN K S
LYo
On the other hand, properties with large rentable area are greatly influenced by
other factors such as location and building specifications.

>  FeRLEERIOMEREET T MODEFRENREV TERATESAIEEMEN DD,
The correlation between certification and rent can possibly be utilized as an appeal
effect to tenants.



8‘ GBREEERHMHREDIRDEE /
The transition of correlation analysis of GB Certification and rent

OIn 2015
EIEVANERSY aVAVANSY fal

There was no correlation.

OIn 2016

GBEREEBYMF(ZED TIRUVWHF(CLERT11.4%E0\.
(EE0JEEmiE7,500mE T 10%BEKAE)

GB-certified properties are 11.4% higher than those that are not.
(Rentable area: 7,500 square meters or less, 10% significance level)

OIn 2017
GBEREEEYIAH I T D TRV (ICEENRT11.9%E 0,

(EET0JEEmEIE7,500mM T 5%E =K#E)

GB certified properties are 11.9% higher than those that are not
(Rentable area: 7,500 square meters or less, 10% significance level)

ﬁ
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DBJ Green Building Certification and its impact on leasing

E7US IR (EJVA—F—A) Interview survey result Building owner A
O PSS RICENZ ETTHIES DL,

There are currently no examples of raising rent after obtaining the certification

O SA&EXREEE WATERBRVEO0., RIBAEPRAIESMRETIERO—D2TH oI,

Foreign-affiliated companies, although not essential, consider environmental considerations
and certification as

O EREEEE - IRIBACE (. SNERTBEE(CH I D7 E — Vi1 > bEEREH.

Acquisition of certification and environmental considerations are recoginaized as strengths
toward foreign companies.

O HEXRTEXRIEEEROTTMIEERLDEVER THIITIIENZ V., CNILEE
H(C(FIRIBFAOEDFEADFEREVZ DD TIERLDY,

Foreign-affiliated companies often rent at recruitment rents with rents higher than market
rents. This indirectly could be said to be the result of efforts to the environment etc.?




:‘ DBJ Green Buildings2iEEU -S> I ADFEE /

DBJ Green Building Certification and its impact on leasing

E7ULIER (EJVA—F—B) Interview survey result Building owner B

O RIBACE(ET T MAIDZ—-XD—DTEH 3N ENHBAIDRDTF(IRIBIEIRN,
Environmental considerations are one of the needs of the tenant side, but there is
no case that it was the deciding factor of the closing.

O SR EF(OBNMIHIFRVN, RIBELRICK I 52— X(HENML TS,
There are no examples that lead to an increase in rents, but the need for
environmental considerations are increasing

O RSS2 EZRPR—AR=IJ(THBEHL T7E=ILRA > bOUEDELTERLTL
Do
Acquisition of certification and environmental considerations are recoginaized as
strengths toward foreign companies.
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DBJ Green Building Certification and its impact on leasing

e7UYIER (ENVA—F—C) Interview survey result Building owner C
O R5EZHUEL COINSERZ _EIFTEEVDERFHIEAR L,

There is no recognition that the rent has been raised since the certification is
acquired.

O JRBAEET T MIRUCLTED . ENDATEDRDFDOUEDTIROIFI T,

Environmental considerations are concerned by tenants and should have become
one of the decisive factors for building tenants.

O RIBAEEDEPEFRIBED TEEL, ENNEDREVIERHKICIRNDDHD.,

Environmental considerations are no longer special, it is becoming a matter of
course that it is obvious.

O FERERCEEMUTVEVSBVTE Z2FFEU, SREALEVSE D7 — )L OAIE N 5E

{, #EMEF DR THOR,

We developed a building with the desire to contribute to neighboring residents as
well. The certification acquisition has a strong aspect of its appeal, so economic
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DBJ Green Building Certification and its impact on leasing

E7UYIER (ENVA—F—D) Interview survey result Building owner D
O IS5 ADEENTF> MTHdN. ISODEVSEDRIGALEZIEFTIEEOUEDICLTL

IZo
A French company, who is a tenant, considered environmental consideration such as
ISO acquisition.

O IAK, FREEESZARBMCE Rz 5 U= TE LTTSAIE R,
Currently, there is no case that rent was bullish on the basis of the certification
acquisition.

O FREEESZENABOEHELTVDT I ME—TEEI S LS. ZDLIRT T MIFTE—
JUiNA > NEUTER,
There are present in definite proportions of tenants that require acquisition of
certification as building requirements. It is used as strengths toward such tenants

O FREEES(C LB EZRNBINRZEAFLTLSDIITEBW., d{ETTE=ILNA > bD—D¢
WAZE DI
We do not expect direct effects by obtaining the certification. It is just positioned as

_ omeofthestrengths. .28
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DBJ Green Building Certification and its Impact on Leasing

E7U %R (EJVA—F—E) Interview survey result Building owner E

OSSR FREZULT > Moot BREEDHISEVDLDIEN —oy MDRZE T L5258
There was a tenant who revised the rent rise, but I realized that it is an influence of
the market rather than acquisition of the certification.

OIRIBAEEADT > MOEGR(TEARVEEZ I TV,

We think that the consciousness of tenants for environmental considerations are still
low.
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DBJ Green Building Certification and its impact on leasing

E7UYIR (EVA—F—F) Interview survey result Building owner F

O CSRISCEALTWST > MIN =Ty hERIEDFEVERITABUL. SRALEUSH EED
JREEFVWZRVD, REZEROUED(CGBERIEN o EHER,
Tenants who are focusing on CSR moved in with rents higher than market rent.
Acquisition of certification is not a direct cause, but it is presumed that GB
certification was one of the determinants.

O 7> MSLEDEERBAADEZEGFEINIRE., BBl EZEHMLU LD T I UMNI—F
(A

There are a certain number of tenants who are conscious of the environment
considerations, such as being asked to renovate from tenants to LED lights
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DBJ Green Building Certification and its impact on leasing

7V IR (ENVA—F—G) Interview survey result Building owner G
O SPSEEUSNRRAIDIROTF (IR (FERFHEL TORUVNY, FTEEEVSRIBAEN SR TH

Do

We do not recognize that the acquisition of certification has become the deciding

factor of the closing, but it's a matter of course that newly built buildings are
environmentally considerations.

O ZOBKTABZIRET I AIZHDERAKTA > ORA > MU TRIBHDEREENHDETF> N
EDTHMDOT L,

In that sense it is easy for the tenant to have some Kind of certification as the point
of the lowest line to consider moving in.

O REREZLUTCVRVEILEEES DIEEERBIEAD,

Buildings that are not environmentally conscious will weaken competitiveness.

O FRECILEVDED. F/NEIVADERIENSDDELDT T NMIERKTEDD TIFRULN,
Rather than being a newly built building, if there is certification for small and
medium-sized buildings, we may be able to strengths toward tenants more
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Inference based on the interview survey result of impact on leasing

® X&) Summary
> eslHUSEERIEDERE K

Causal relationship between certification acquisition and rent

> SRR DESHITE =LA > NMIRD1E2
Acquisition of the certification can be a strength point

> IRIBACE (B EFFRIRTETE RN
The environmental consideration of the building is no longer special

> RIBACEEEIDARYIDUE D= ER
Environmental consideration constitutes one of the specifications of

the building
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Future tasks of economic analysis

vDBIJU—=YENT 12V RBIEERIODERE (RDITDIR)

Correlation analysis between DBJ Green Building Certification and rent

vDBIJVU—-YENT 1R EECapl — MDEES

Correlation analysis between DBJ Green Building Certification and Cap rate

vDBIJU—-YENT 1>V REEL B EER DIERS
Correlation analysis between DBJ Green Building Certification and Occupancy
rate

vDBIJU—-YENT 1> )RR —EMRICHIFBCFORSTAUT A
CF volatility during a certain period of DBJ Green Building Certification

VN—=TYMNISYS 1REDCFEEIDHIE

Difference in CF fluctuation before and after the market shurinking

d
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© The scatter plot of certification rank and building age
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© The scatter plot of certification rank and building age/ total floor area
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301, RDIrDFED /
Summary of current status analysis

[ Fd))

> sesllHUS R
Room to acquire DBJ Green Building Certification

> RN EPRHEEEFREE T VDR R
The relation between building age/ total floor area and certification
prize

> Community & Partnership IEB(ZEWMEARETIN=NMEZS
In “Community & Partnership”, building owners can aim for high
prize depending on their efforts
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