DTZ Tullett Prebon - Derivatives
Property Derivatives Market Overview — December 2007
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Overview - /PD Monthly Index, November 2007

“The shadow of the property crash of the early 1990s is looming over the industry as deal volumes collapse to
a third of their previous level and property funds take further drastic steps to prevent a liquidity crisis.”

This was the opening paragraph on the front page of the FT on December 4th. Those ‘drastic steps’ were the

introduction of 12-month redemption periods, thus preventing panic. Whilst articles such as this, which appear
in the press with astonishing regularity at present, result in a dearth of transactions in the physical market,

property derivatives prices move with sentiment. Therefore the impact of the latest news, good or bad, is

reflected in pricing immediately. And, as such, prices have continued to slide.
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Tullett Prebon

The table to the right shows our current mid markets and

the price change from last months newsletter now on a
November basis (i.e. from 30" Nov07 to 315t DecXX).

The graph on the following page shows historical pricing

move on various |IPD contracts.

The December 2008 contract as at 15/11/2007 starting on 31st October 2007 & ending on 31st December

2008 was implying a total return of -8.9% for that period. One month later the same contract was implying
total returns of -11.4%. When income return is removed this implies a fall of circa 17% in capital value.

However, ‘out of adversity comes opportunity’ and over the last week or so opportunist buyers have begun
to emerge. The longer contracts i.e. those maturing in December 2010 and 2011 have started to look

attractive as the valuation correction is seemingly well underway.

Last Friday’s IPD monthly Index all property total return for November 2007 came in at -3.63%, the largest fall

in monthly returns ever and more than double the -1.76% in May 1989. This -3.63% comprised capital growth
down -4.02%, offsetting the positive income return of +0.39%. This means total returns in 2007 are -1.80%

having fallen from a peak of +4.61% in July.
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Trading in French Office and German all property has been thin and prices have remained at similar levels to

last month. With the UK coming under strong selling pressure there are those that feel European prices

should also be lower, but as yet they are unaffected.
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Tullett Prebon (bp over Euribor as at 18/12/07)
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Prices in the UK residential derivatives market have also slipped, although not as dramatically as those in the
commercial sector. The chart below left shows our current mids.

David Owen, chief Economist at Dresdner Kleinwort, was quoted in the Telegraph last Tuesday saying: ‘ I'm no
longer comfortable with this view that the housing market can just tread water for a few years. What’s much
more likely is that there will be outright falls in house prices — probably of 5-10%’.

Current derivatives pricing certainly support his view. As with IPD swaps, these low prices in HPI are potentially
offering some excellent buying opportunities, particularly 4 years and beyond.

IPD Pricing History

Yr on Yr °
HPI | MID return .- 00—
1y 91.0 -9.00% EEE e s
2y 90 -5.00% K
3y 90 -3.30% % \
5y 93.0 -1.00% . S
10y 104 0.40%
20y | 154 2.20% ™ 2005 2007
-18 Source: IPD & Tullett Prebon
Tullett Prebon 18-Dec-2007 Dec08 Mid —— Dec09 Mid —— Dec10 Mid
Indicative pricing available at:
Bloomberg — TPPROP<GO> Reuters — TPPROP
4 Click ‘Indicative swap prices from Tullett Prebon information’ on
ropexcr
WWW.propex.co.uk

DTZ Research produces a humber of publications that cover the European markets in detail. For further
information on this or any of the above please contact:

Michael Cutteridge Gary McNamara Rob Atkin
Tel: +44 20 7643 6350 Tel: +44 20 7643 6248 Tel: +44 20 7200 7059
Email: michael.cutteridge@dtz.com Email: gary.mcnamara@dtz.com Email: ratkin@tullettprebon.com

This is for information purposes only and does not create any legally binding obligations on the part of DTZ or Tullett Prebon and/or its affiliates; it does not constitute

professional, financial or investment advice and must not be used as a basis for making investment decisions.
The products are aimed at investment professionals and are not available to private individuals.

Tullett Prebon is authorized and regulated by FSA.

Accordingly, this material is directed at market counterparties and authorised persons; intermediate customers; existing investors in a substantially similar property
fund; and clients and newly accepted clients of DTZ Corporate Finance Limited where reasonable steps have been taken to ensure that any investment is suitable.

This material should not be relied upon by persons of any other description.

This document is intended for the use of the addressee or recipient only and may not be reproduced, redistributed, passed on or published, in whole or in part, for any

purpose, without the prior written consent of DTZ Corporate Finance Limited. Issued by DTZ Corporate Finance Limited, 1 Curzon Street, London W1A 5PZ.
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