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INSTITUTIONAL INVESTORS SHOW INCREASED INTEREST IN REAL
ESTATE, SAYS FIDELITY INTERNATIONAL

e Capital markets continue to drive European real estate recovery
e Income yields attractive compared to bonds

e Industrials expected offer high and attractive yields in 2010

London, 18 December 2009 — Strong performance in equity markets is allowing
institutional investors to allocate more cash to the real estate sector, according to

Fidelity Real Estate Investment Management (FREIM).

Matthew Richardson, Head of Research at FREIM, says the health of capital
markets will continue to be the most important driver of the recovery in European real

estate markets in 2010.

Richardson comments: “The income yields available from real estate are attractive
compared to their long-term average and when compared to the yields available on
bonds.

“The increased attraction of ‘real’ versus ‘paper assets is another factor that will
support investment in real estate as investors take steps to hedge their portfolios from
the potential inflationary results of recent stimulus spending. Equally, the behaviour of
currency markets will remain an important factor, especially for inflows into the UK

market.”

In terms of sectors, Richardson believes industrials will be the strongest performer in
2010 as subdued consumer spending continues to impact the retail sector. However,
he expects the sector’s outperformance to fade by 2011 as the retail and office sectors

catch up.

Richardson comments: “We think the retail sector will be the weakest performer in
2010. We have a neutral rating on the sector and will invest opportunistically. We take
the view that consumer spending will remain subdued, particularly in the UK, Ireland
and Spain, where consumers will be focusing on reducing their high level of
indebtedness.
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“We expect a further correction in retail yields relative to office and industrial yields,
given the more mixed outlook for the sector. The prospects for capital growth in retail
rely more heavily on rental growth and there is little prospect of that until 2011,
although specific sub-sectors may offer short term capital growth from vyield

compression, such as high-quality, large-scale retail warehouses.”

The recovery in European commercial property began in 2009 with prime quality
properties in London and Paris. Richardson says the recovery in these two centres is

already spreading out into other major Western European cities.

Richardson comments: “Broadly speaking, increased risk appetite coupled with
improving fundamentals will support investment in real estate in 2010. Regionally, we
tend to favour those countries more able to control their own macroeconomic destinies,
which are less susceptible to external economic shocks. The most attractive markets
will be UK, France, Germany, Benelux and the Nordics.

“Central and Eastern Europe, Southern Europe and the Baltic states remain too risky
until a suitably attractive premium is re-established to tempt investors, many of whom

are now much more cognisant of the extra risk involved in these markets.

“Opportunistic investors will begin to take advantage of ‘points of light’ in some of these
markets by the end of the year, notably Madrid and Barcelona, provided values
become more realistic. And, as we move through 2010, Italy and Ireland could also

offer some interesting deals for shrewd investors, looking to take on risk.”

- ENDS -

FIL Limited (“FIL") and its subsidiary companies serve the major markets of the world by
providing investment products and services to individuals and institutional investors outside the
US. For more information you can visit www.fidelity.co.uk
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This document is for investment professionals only and should not be relied upon by private
investors. This communication is not directed at, and must not be acted upon by persons inside
the United States and is otherwise only directed at persons residing in jurisdictions where the
relevant funds are authorised for distribution or where no such authorisation is required.
Fidelity/Fidelity International means FIL Limited, established in Bermuda, and its subsidiary
companies. Unless otherwise stated, all views are those of the Fidelity organisation. Investors
should note that the views expressed may no longer be current and may have already been
acted upon by Fidelity. The research and analysis used in this material is gathered by Fidelity
for its use as an Investment Manager and may have already been acted upon for its own
purposes. Fidelity only offers information on its own products and services and does not provide
investment advice based on individual circumstances. Fidelity/Fidelity International and the
Pyramid logo are trademarks of FIL Limited. Fidelity’s legal representative in Switzerland is
Fortis Foreign Fund Services AG, Rennweg 57, P.O. Box, CH-8021 Zurich. The Paying agent
for Switzerland is Fortis Banque (Suisse) S.A., Zurich branch, Rennweg 57, CH-8021 Zurich.
Malta: Growth Investments Limited is licensed by the MFSA. Fidelity Funds is promoted in Malta
by Growth Investments Ltd in terms of the EU UCITS Directive and Legal Notices 207 ad 309 of
2004. The Fund is regulated in Luxembourg by the Commission de Surveillance du Secteur
Financier. Issued jointly by FIL Investments International (registered in England and Wales),
authorised and regulated in the UK by the Financial Services Authority and FIL Distributors
International Limited (registered in Bermuda and licensed to conduct investment business by
the Bermuda Monetary Authority), licensed as a Financial Services Provider. Fidelity is an
Associate Member of the Association of Collective Investments.

For further information, please contact:

Anne Read Keren Holland
Fidelity International Fidelity International
020 7961 4409 020 7074 5262
07850 549839 07852 330570
anne.read@fil.com keren.holland@fil.com

Press office address: Fidelity International, Kingswood Place, Millfield Lane, Lower Kingswood,
Tadworth, Surrey, KT20 6RP.
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