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Manager’s commentary: Asian property update

Asian property equity markets suffered a larger correction than their western counterparts of late. We attribute this
to the higher perceived sensitivity of Asia’s export and services to the west. Credit has also contracted in some
parts of Asia as financial institutions are highly related globally and credit is arguably one of the elements to grow
real estate.

However, we see that only sentiment among the general public has weakened and there are in fact several positive
undercurrents which continue to move the Asian real estate market forward.

Firstly, with the exception of Australia, Asian households and corporates have not leveraged up toward the real
estate market boom of the last few years. This is partly because of a “boomophobia” mentality that remained since
the Asian financial crisis, and partly because of improved banking regulatory and credit awareness such that bank
lending has not been the key contributing factor to Asia’s real estate boom.

Secondly, across the residential, office and retail properties sub-sector in most parts of Asia, we have not noticed a
significant build-up of upcoming capacity. Grade A office vacancies remain low for cities such as Tokyo, Hong
Kong and Singapore. With the exception of Singapore, future residential supply is not an issue. Homeownership
demand in Japan has been weak which should be attributed to a weak economy and perhaps unfavorable
demographic. Elsewhere in Asia, homeownership levels have generally been low and demand remains healthy.
Furthermore, retail spending has been good although global financial news of late has affected the public’s
sentiment and spending somewhat. But generally, newer and better retail facilities are still the growing
phenomenon, which we feel remains an avenue of growth for several reputable companies in the region.

Thirdly, key economic data such as industrial production and export figures have come out better than expected in
the cases of Taiwan and the Philippines for example, citing demand from within Asia and other emerging market to
remain “strong”.

Besides a sharp equity market correction, the volatility has been extremely high. This is because the equity market
correction is not a stock-market event but a combination of global credit market and a sharply weakening global
economy. Coupled with large quantity of short-term activities in times of confusing signals, capitals from around
the world have decided to withdraw their money from this region and domestic capital market funding could have
been also influenced similarly.

Investors like us understand and need to bear with perhaps difficult times and volatilities ahead for a slightly longer
period. However, Asia’s long-term trend toward a stronger trade and consumption bloc remains unshaken. This will
probably lead to benefits to its real estate market.

Frankie Lee
Co-Head of Asia Property Equities
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Important Information

This document has been produced based on Henderson Global Investors' research and analysis and represents
our house view. It may not be reproduced in any form without the express permission of Henderson Global
Investors and to the extent that it is passed on care must be taken to ensure that this reproduction is in a form
which accurately reflects the information presented here. The contents in this document are for information,
illustration or discussion purposes only and should not be construed as a recommendation to buy or sell any
investment product and do not purport to represent or warrant the outcome of any investment strategy, program or
product. The contents of this document are without consideration to the specific investment objective, financial
situation and particular needs of any specific person. Reference to individual companies or any securities or funds
is purely for the purpose of illustration only and should not be construed as a recommendation to buy or sell or
advice in relation to investment, legal or tax matters. Whilst Henderson Global Investors believe that the information
is correct at the date of production, no warranty or representation is given to this effect and no responsibility can be
accepted by Henderson Global Investors (Singapore) Limited or by any of its directors to anyone for any action
taken on the basis of the information. No reliance may be placed for any purpose on the information and opinions
contained in this document or their accuracy or completeness. Unless otherwise stated, the source is from
Henderson Global Investors.

Past performance of any fund, a security, an investment or manager and any forecast made are not
necessarily indicative of the future performance of the fund, the security, investment or manager. The
value of the units and the income from the funds may fall as well as rise as a result of market and currency
fluctuations. An investment in collective schemes/funds, and / or other investment products are subject to
investment risks, including the possible loss of the principal amount invested. All funds mentioned in this document
are not registered in the United States of America under the Investment Company Act of 1940 and will not be made
available to any U.S. Person.

This document is not an advertisement and does not constitute or form part of any offer or solicitation to
issue, sell, subscribe or purchase any investment, nor shall it or the fact of its distribution form the basis
of, or be relied on in connection with, any contract for the same.
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