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The global macroenvironment begins 2019 having AUTHORS
achieved forecasted Gross Domestic Product (GDP) REAL ASSETS RESEARCH &
growth of 3.8%, the strongest year of growth in this INVESTING TEAM
cycle.' However, despite strong underlying global

fundamentals including two quarters of above-

trend growth in the U.S. (4.2% in the second quarter

and 3.5% in the third quarter),? the year has ended

amid significantly higher capital markets volatility

triggered by continued uncertainties over trade,

Brexit, other geopolitical tensions and Central Bank

actions. This increased volatility has yet to create

any broad-based weakness in real estate markets,

with underlying fundamentals remaining strong,

underpinned by the strong global macro backdrop

and secular trends including ecommerce and

urbanization. Real estate capital markets have also

remained relatively immune to this recent market

turbulence with pricing levels remaining at or above

historical highs, due to the abundance of capital

targeting the sector (allocations increased to 10.4%

in the U.S., up 30bps over 2017) and interest rates

at near historic lows in most markets.

This material is developed by Morgan Stanley Real Assets Research. The
statements above reflect the opinions and views of Morgan Stanley Real
Assets as of the date hereof and not as of any future date and will not be
updated or supplemented. All forecasts are speculative, subject to change at
any time and may not come to pass due to economic and market conditions.
TMorgan Stanley Research, November 2018.

2 Bureau of Economic Analysis, November, 2018.

3 Hodes Weill & Associates, 2018 Institutional Real Estate Allocations Monitor.
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In 2019, Morgan Stanley Real Estate
Investing (MSREI) believes economic
growth will moderate globally and diverge
across major markets, while interest rate
policies are expected to converge and
financial conditions will likely tighten.
The combination of lower macroeconomic
growth and higher interest rates will

likely lead to lower commercial real estate
returns broadly as a result of moderating
real estate fundamentals and flat to
marginally higher cap rates. However,
returns will likely be more differentiated
by market and sector, requiring investment
managers to be more discerning in
defining optimal investment strategies and
deploying capital against those strategies.

Global Macroeconomic Environment

The global growth cycle is expected to
moderate in 2019 with forecasted GDP
growth of 3.6% (from 3.8% in 2018),
which remains above the historical
average of 3.5%.% The moderation will
be driven by a slowdown in developed
markets, predominantly in the U.S.,

as tighter resources and less supportive
policy become more significant
headwinds. We expect continued
moderation in growth through 2020,
with heightened recession risk in the U.S.
due to tighter financial conditions and
less fiscal support. In most developed
markets, we expect that tighter labor
markets will lift wage growth, bringing
inflation levels higher and near cycle
peaks. Given recent US Federal Reserve
System (“Fed”) rhetoric, we expect a
pause in the U.S. interest rate hiking
cycle in the third quarter of 2019, while
the European Central Bank (ECB) is
expected to embark on the next stage
of policy normalization and begin their
gradual rate hiking cycle. Emerging
markets are expected to retake the lead
in driving global growth helped by the
expected pause by the Fed, a weaker USD
and softer oil prices.
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Key global risks worth noting include
corporate credit defaults in the U.S. (non-
financial corporate leverage is now 73%
of GDP, up from 64% in 2012,° with

the rise driven more by highly levered
companies); trade and technology/
Intellectual Property tensions with

China (which are expected to continue
despite recent positive news around the
“tariff pause”, reduction in tariffs on U.S.
autos and reemergence of China buying
U.S. agriculture products), and other
idiosyncratic risks including Brexit, Italy’s
(and France’s) fiscal situation and political
uncertainty in Germany.

United States

GDP growth is expected to accelerate

in the first half of 2019 as a result of a
record-high tax refund season propelling
consumer spending.® However by mid-
to-late-2019 growth is expected to slow
below trend as fiscal stimulus fades (GDP
impact dropping from 0.8pp in 2018

to 0.2pp in 2019)” and tighter financial
conditions from earlier interest rate hikes
take hold. As real interest rates are likely to

reach “neutral” in the middle of 2019, it is
expected that the Fed pauses, with future
rate changes dependent on incoming data.
Further moderation in growth is expected
into 2020, with a chance that the economy
flatlines or enters negative territory at some
point during that year.

From a capital markets perspective, this
heightened volatility seen over the past
several months is likely to continue into
the first quarter of this year. Ten year
bond yields have dropped 39bps from
their high of 3.24% in early November
2018 back to 2.85% in early December
(leading to a widening of cap rate spreads
from 155bps to 194bps), while the equity
markets have corrected by 12% since
October.® Treasury yields are expected
to creep back up next year supported by
growth, inflation, Fed tightening and

a widening budget deficit. While this
volatility is reportedly leading to thinner
bidder pools, it has not yet led to any
broad-based negative pricing impacts,
with the Moody’s Commercial Property
Price Index up 7% through the end of
November on a year-over-year basis.’

* International Monetary Fund, December
2018, Morgan Stanley Global Macro Outlook,
November 2018.

5 Haver Analytics, Morgan Stanley Research.

8 Morgan Stanley Research, Global Macro Outlook,
November 2018.

"Morgan Stanley Research, 2019 Global Outlook.

2 MORGAN STANLEY INVESTMENT MANAGEMENT | REAL ASSETS

8 Bloomberg, MSREI Strategy, data as of
December 2018.

9 Moody's Commercial Property Price Index, RCA,
November 2018.
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On the margin, lower quality, non-core well, vacancy is currently at record lows for the other sectors) supported by
properties in secondary/tertiary markets (below 5%) and Net Operating Income e-commerce tailwinds (growing at 15%
are likely to be more impacted as capital (NOI) growth is expected to do better p-a.), continued strong global growth and
becomes more selective and focused on than the other sectors (4.5% over the higher manufacturing output.’® Supply
defensive asset types and liquid markets.  next five years versus 2.2% on average is increasing but is being absorbed.

Overall, in the absence of a more
pronounced equity market correction

that could lead to capital outflows DISPLAY 2
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property continues to perform very Source: NCREIF, Bloomberg, MSREI Strategy, data as of December 2018
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Users and capital are flowing away from
primary distribution hubs to secondary
markets to be close to population centers
and deeper labor pools. Conversely, retail
continues to be the most challenged
sector, but remains very bifurcated—
Class A malls sales per square foot are
trading at a 10% premium compared

to 2007 peak levels, while Class B &

C productivity is down 50%." Recent
trades and recaps suggest pricing of 4.25-
4.5% for Class A malls," indicating no
apparent weakness for the best quality
centers, while there continues to be zero/
few bids for Class B/C product. High
street locations have also experienced
more weakness across the entire quality
spectrum due to lower sales productivity,
higher occupancy costs and the
proliferation of tenant location options.
Similar to malls, the better quality high
street locations are experiencing less
rental decline than secondary/tertiary
locations.

The office sector is expected to maintain
moderate NOI growth, helped by low
levels of supply this cycle, continued
strong job growth and a bottoming/
reversal of the densification trends

seen over the past five years as firms

try to attract and retain top talent. In
the apartment sector, while headwinds
from high supply growth continue to

act as a drag on fundamentals, demand
for rentals continues to be strong given
the lack of affordability in the for sale
market, a continued urbanization trend
and lifestyle preferences of the millennial
cohort. The healthcare sector is becoming
increasingly attractive due to cashflow
stability (particularly in medical office)
and above-average healthcare job growth
(2x that of other sectors), supported by
aging demographics. Finally, hospitality
has re-emerged as an attractive
investment alternative given wider yields

(300bps spread over traditional sectors),”
strong corporate profits (up 7.3% YOY)
and increased foreign travel spending (up

3.3% YOY).'¢

Europe

In Europe, growth is expected to remain
relatively stable and moderate towards
trend while inflation is expected to

rise as labor markets tighten, capacity
constraints build and exports slow.
Growth will likely continue to be
strongest in Central and Eastern Europe
(CEE) countries, Spain and the Nordics.
The expansion looks sustainable due

to the underlying strength of domestic
demand, with neither the existence of
overheating requiring a sharp policy
tightening nor evidence of major
imbalances, outside of ongoing wage/
productivity divergence between
Northern and Southern European
countries. Productivity looks set to rise,
but should remain structurally below pre-
crisis levels. The European Central Bank
announced the end of the quantitative
easing era on December 13, 2018,
however interest rates are not expected
to increase until the fourth quarter

of 2019. In the absence of further
monetary policy support, countries may
revert to fiscal measures to stimulate
demand, evidenced in recent budget
proposals from Italy and France (largely
in response to recent protests). Proposed
structural reforms and spending, if
approved, will likely increase budget
deficits above the European Stability
Mechanism limit of 3% of GDP, which
may create more tensions within the
European Union. Given Europe’s reliance
on exports, rising trade tensions remain
the key downside risk, in part offset by
a weaker currency in the short term and
a potentially bigger fiscal impulse in the
long term.

In the UK, following the decision to
postpone the meaningful parliamentary
vote on the Brexit deal pending an
attempt to gain further “assurances” on
the backstop for Northern Ireland, the
Brexit timeline and outcome remains
uncertain. Prime Minister May’s victory
in the confidence vote on her leadership
on December 12, 2018 has potentially
reduced the risk of a no deal outcome and
improved the prospects for her deal (or a
slightly modified version) passing. While
the parliamentary majority opposed to a
no deal outcome implies a soft spectrum
of Brexit outcomes, at the moment the
outcome remains open and a no deal,

no transition Brexit or even a second
referendum remain as possibilities, if
nothing else is agreed. Assuming a soft
Brexit outcome, growth is expected to
slow sharply in the near term due to
heightened uncertainty, but under this
scenario, growth is likely to recover in
the back half of 2019 due to a rebound in
investment and business confidence.

From a capital markets perspective, real
estate markets across Europe are enjoying
a sustained period of above-average
returns.'® Additionally, despite low overall
cap rates, the continued low interest rate
environment has resulted in attractive cap
rate spreads versus other major markets,
which has helped compensate investors
for geopolitical strains and potential trade
headwinds. Even if interest rates rise in
late 2019 and 2020 (as expected), the
impact on yields will likely be minimal
due to the wide cushion that exists
between investment grade real estate

and government bonds. While returns
are expected to moderate with slower
growth and marginally higher interest
rates, significant differences between the
performance of different cities and sectors
will continue, creating opportunities

to outperform the broad market.

3 Greenstreet Advisors 2018.

™ Greenstreet Advisors Discussion, August 2018.

5 Greenstreet Advisors, October 2018.
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16 Bureau of Economic Analysis, Moodys Analytics,
data as of November 2018.

" Morgan Stanley Research Global Macro Outlook,
November, 2018.
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Additionally, uncertainties surrounding
Brexit and other idiosyncratic challenges
(Italy, France, Germany, Spain),

may create pockets of illiquidity and
mispricing, an example of which exists
today in the City of London, where the
difference in yields between a long-term
leased office building and a similarly well-
located asset with some leasing risk has
expanded to 200-300bps."”

Real estate fundamentals currently
remain healthy across all sectors. In

the office sector, the vacancy rate

is now 200bps below the historical
average?” and rents are rising, driven

by the combination of low supply

and accelerating absorption largely
underpinned by increases in professional
services and technology job growth.
While yields at the prime end of the
market have compressed to record lows,
there are potentially opportunities

for investors to target investments in
emerging higher growth and higher

yielding submarkets, perhaps adjacent

to traditional Central Business District
submarkets, which are being transformed
by new technology, healthcare clusters

or new transport links and other
infrastructure. MSREI also believes

that faster-growth CEE countries could
offer opportunities to reposition high
quality office assets in prime locations,
taking advantage of the shift in middle
and back office functions to markets like
Budapest, Warsaw and Bucharest, which
is helping to drive the rental recovery in
those markets. Additionally, institutional
liquidity is growing and yield spreads
between primary and secondary cities
remain attractive in those markets.

In the industrial sector, on-line sales
growth continues to significantly
outpace broad-based retail sales growth,
contributing to strong demand for
logistics, while there continues to be

a shortage of modern industrial stock
suggesting development is required to

meet modern logistics needs. While
industrial rent growth has been close

to zero over the past five years, growth
has accelerated above 2% in 2018 and

is expected to remain strong over the
next several years.”! Industrial yields
remain higher than office and investor
allocations to the sector are accelerating,
which is likely to lead to more yield
compression. In the retail sector, despite
steady growth in consumer spending and
a relatively “under-retailed” environment,
fundamentals will be challenged due to
continued growth in e-commerce, shifts
in retailer business models and future
store closures.

Looking beyond the three main
traditional sectors, the occupier markets
for European hotel and residential look
to be in good shape. Supported by the
improving business climate and rising
international tourist arrivals, the hotel
market is seeing a solid increase in
demand. Average occupancy has reached

¥ MSREI Research and Strategy, October 2018.

20 property Market Analysis, October 2018.

REAL ASSETS |

21PMA, MSREI Strategy, data as of December 2018.
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73% as at November 2018, up from
67% five years earlier.”> Demand for
private residential is also growing across
many European markets, driven by both
reduced access to mortgage products and
changing lifestyles. Home ownership
rates across the European Union fell to
around 70% in 2018, down from 73.2%
in 2008.%

Asia-Pacific

The Asia-Pacific region has been
disproportionately impacted by trade
disputes this year, given the more open,
export nature of most of their economies.
‘While economic fundamentals have
remained solid (regional growth still above
4% through the third quarter), trade
headwinds are likely to persist in the near
term, leading to more growth moderation.**
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Across Asia, growth in Japan is expected
to accelerate, but fluctuate around the
consumption tax hike scheduled for 2019.
Private consumption is likely to be front-
loaded leading to a strong first half of
2019, while productivity-enhancing capex
will help to offset lower expected exports
supporting growth of around 1.3% in
2019 (versus 0.8% in 2018).%° China’s
growth is expected to slow through the
first half of 2019 as the lagged effects of
deleveraging and trade tensions weigh on
consumption and business confidence,
before stabilizing amid increased policy
easing to support the private sector and
infrastructure. Recent positive news on
trade talks, including the ‘90-day pause’
as well as the Wall Street Journal report-
that China is rewriting its 2025 policy*®
and considering state-owned enterprises
competitive neutrality, suggests that more
escalation in tariffs may not be required.
That being said, Morgan Stanley
Research still believes tariffs will be
increased to 25% on the $200Bn of goods
already tariffed at 10%. However given
progress made, the remaining $267Bn of
exports may not be tariffed. This outcome
would lead to a pullback in GDP growth
of about 0.3pp (compared to 2018 levels)
versus 0.7pp under the previous, more
bearish scenario. Australia’s growth will
likely remain strong, but is expected

to ease back below trend due to a
deteriorating housing market weighing
on consumption and construction,
partially offset by increased government
expenditure and a weaker AUD. Lastly,
in Korea, growth momentum is likely to
drift lower as trade growth moderates and
domestic demand slows due to a pullback
in job growth and uneven wage growth.

22 Smjth Travel Research, data as of December 2018.
23 EuroStat, data as of December 2018.

2% World Bank, MSREI Strategy, data as of
December 2018.

2 Morgan Stanley Research Global Macro Outlook,
November 2018.

26 Bloomberg News Reports, MSREI Strategy,
December 2018.

27 Net absorption is a measurement of the net
change of real estate supply in a given real estate
market over a specific period of time.



Interest rates across the region are
projected to remain accommodative with
central banks in Australia, South Korea
and China expected to keep rates on hold
through the end of 2019, while the Bank
of Japan may move away from its negative
to zero interest rate policy in 2019. As

a result, cap rate spreads are expected

to remain relatively wide with minimal
impact on yields over the next several
years. Returns are expected to slow below
the long term average and will be driven
by income yields as capital growth is

expected to be held back by flat yields.
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Property fundamentals across Asia-Pacific
are expected to remain favorable, with
the industrial sector likely to outperform,
consistent with other global regions.
Online sales penetration is highest

in China and Korea, while modern
logistics stock remains undersupplied
across the whole region.?® Industrial

rents continue to climb in most major
markets in Asia Pacific, with the fastest
growth in Australia, Hong Kong and
China.?’ Income yields are attractive
relative to other sectors, and the sector is
becoming more institutional which will
likely lead to further yield compression in
several markets.

Asia-Pacific office markets are expected to
continue to offer broad-based growth over
the next couple of years, particularly in
Melbourne, Sydney and in core Japanese
markets, with stable corporate occupier
demand outpacing limited supply.

Diverging trends have developed in the
retail environment across the region.
Retail sales continue to underperform
in some major markets in the region
including Hong Kong and Singapore due
to soft domestic consumption. However
key cities in Australia, South Korea and
Japan continue to see relatively healthy
rental growth supported by resilient
domestic consumption, tourism and

low levels of competing new supply.*°
However, similar to other regions,
structural shifts in consumer shopping
behavior may continue to exert pressures
on retailers, which will likely negatively
impact all but the best performing and
optimally located centers.

28 Furomonitor, Prologis, MSREI Research and
Strategy, November 2018.

2% Property Market Analysis, October 2018.

30 Morgan Stanley Research, PMA, MSREI Strategy
and Research, November 2018.
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Conclusion

Over the next couple of years, global
growth will be expected to move back
towards trend and likely be characterized
by more pockets of divergence, versus the
synchronicity we have seen since 2017.
Uncertainty and capital markets volatility
will likely remain as dominant themes
due to multiple, ongoing geopolitical
events across the U.S., Europe and

Asia. Commercial real estate may be a

8 MORGAN STANLEY INVESTMENT MANAGEMENT

beneficiary of this environment given
investor preference for longer term
stability, cash flow and diversification.
However, real estate returns across
most markets may be lower and more
variable compared with the broad-
based, above-average levels achieved
over the past five years. Additionally,
compelling investment opportunities may
become more challenging, as investors
rationalize late cycle pricing with the

| REAL ASSETS

changing growth environment. Within
this investing backdrop, MSREI believes
the ability to understand the macro
investing environment, access in-depth
local market knowledge, leverage strong
partner relationships and create growth
in income streams will differentiate
managers in their pursuit of above-
market returns.



IMPORTANT DISCLAIMERS

The document has been prepared solely for information purposes and does
not constitute an offer or a recommendation to buy or sell any particular
security or to adopt any specific investment strategy. The material contained
herein has not been based on a consideration of any individual client
circumstances and is not investment advice, nor should it be construed
in any way as tax, accounting, legal or regulatory advice. To that end,
investors should seek independent legal and financial advice, including
advice as to tax consequences, before making any investment decision.

The information contained herein refers to research, but does not constitute
an equity research report and is not from Morgan Stanley Equity Research.
Unless otherwise indicated, the views expressed are those of the research
and strategy team of Morgan Stanley Real Assets and may differ from those
of Morgan Stanley Equity Research and other Morgan Stanley affiliates
(including others within Morgan Stanley Real Assets). These views may also
differ from investment strategies implemented by Morgan Stanley Real Assets
now or in the future. The information (including facts, opinions, estimates
or projections) contained herein is based on financial, economic, market and
other conditions prevailing as of the date hereof. As such, it remains subject
to change at any time. By providing such information, Morgan Stanley Real
Assets assumes no obligation to provide any update or supplement to such
information following the date hereof. Although reasonable care has been
taken to ensure that the information (including facts, opinions, estimates or
projections) contained herein is accurate, complete and fair, no warranty,
express or implied, is made as to the accuracy, completeness or fairness of
such information. Certain economic and market information contained herein
may have been obtained from third parties sources. While Morgan Stanley
Real Assets believes that such sources are reliable, neither Morgan Stanley
Real Assets nor any other Morgan Stanley affiliate has independently verified
such information or assumes any responsibility or liability for the accuracy,
completeness or fairness of such information or any omission of information.

There is no guarantee that any investment strategy will work under all
market conditions, and each investor should evaluate their ability to invest
for the long-term, especially during periods of downturn in the market. There
are important differences in how the strategy is carried out in each of the
investment vehicles. Your financial professional will be happy to discuss with
you the vehicle most appropriate for you given your investment objectives,
risk tolerance and investment time horizon.

The information contained herein is highly confidential. By accepting this
document, you agree that this document (including any data, analysis,
conclusions or other information contained herein and all oral information,
if any, provided by Morgan Stanley Real Assets in connection herewith)
may not be photocopied, reproduced or otherwise shared or distributed
to any other persons, in whole or in part, without the prior consent of
Morgan Stanley Real Assets. Notwithstanding the foregoing, this document
and information may be provided to (a) your legal, tax, financial and other
advisors who agree to maintain this document in confidence and (b) a
government official to the extent necessary to comply with a judicial or
governmental order.

Except as otherwise indicated herein, the views and opinions expressed
herein are those of Morgan Stanley Real Assets, are based on matters
as they exist as of the date of preparation and not as of any future date,
and will not be updated or otherwise revised to reflect information that
subsequently becomes available or circumstances existing, or changes
occurring, after the date hereof.

Historical information is not indicative of future results, and the historical
information in this Presentation should not be viewed as an indicator of
any future performance that may be achieved as a result of implementing
an investment strategy substantially identical or similar to that described
in this Presentation

Certain information contained in this Presentation constitutes “forward-
looking statements,” which can be identified by the use of forward-looking
terminology such as “may,” “will," “should,” “expect,” “anticipate,” “target,”
“estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or
other variations thereon or comparable terminology. Due to various risks
and uncertainties, actual events or results or the actual performance may
differ materially from those reflected or contemplated in such forward-
looking statements. Prospective investors should pay close attention to
the assumptions underlying the analyses and forecasts contained in this
Presentation. The analyses and forecasts contained in this Presentation are
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based on assumptions believed to be reasonable in light of the information
presently available. Such assumptions (and the resulting analyses and
forecasts) may require modification as additional information becomes
available and as economic and market developments warrant. Any such
modification could be either favorable or adverse. Nothing contained in
this Presentation may be relied upon as a guarantee, promise, assurance
or a representation as to the future.

Any index referred to herein is the intellectual property (including registered
trademarks) of the applicable licensor. Any product based on an index s in
no way sponsored, endorsed, sold or promoted by the applicable licensor
and it shall not have any liability with respect thereto.

Real estate investments are subject to special risks, including interest rate
and property value fluctuations, as well as risks related to general and
economic conditions.

Morgan Stanley, its affiliates and Morgan Stanley Financial Advisors do not
provide tax, accounting or legal advice. Individuals should consult their tax
advisor for matters involving taxation and tax planning and their attorney
for matters involving legal matters.

Morgan Stanley is not responsible for the information contained on any third
party website or your use or inability to use such site, nor do we guarantee
its accuracy or completeness. The terms, conditions, and privacy policy on
any third party website may be different from those applicable to your use
of any Morgan Stanley website. The opinions expressed by the author of an
article written by a third party are solely his/her own and do not necessarily
reflect those of Morgan Stanley. The information and data provided by any
third party website of publication is as of the date of the material when it
was written and is subject to change without notice.

DISTRIBUTION

This communication is only intended for and will only be distributed to
persons resident in jurisdictions where such distribution or availability
would not be contrary to local laws or regulations.

EMEA: This communication was issued and approved in the United Kingdom
by Morgan Stanley Investment Management Limited, 25 Cabot Square,
Canary Wharf, London E14 4QA, authorized and regulated by the Financial
Conduct Authority, for distribution to Professional Clients only and must
not be relied upon or acted upon by Retail Clients (each as defined in the
UK Financial Conduct Authority’s rules).

Financial intermediaries are required to satisfy themselves that the
information in this document is suitable for any person to whom they
provide this document in view of that person’s circumstances and purpose.
Morgan Stanley Investment Management shall not be liable for, and accepts
no liability for, the use or misuse of this document by any such financial
intermediary. If such a person considers an investment she/he should
always ensure that she/he has satisfied herself/himself that she/he has
been properly advised by that financial intermediary about the suitability
of an investment.

United Kingdom: Morgan Stanley Investment Management Limited is
authorised and regulated by the Financial Conduct Authority. Registered
in England. Registered No. 1981121. Registered Office: 25 Cabot Square,
Canary Wharf, London E14 4QA, authorised and regulated by the Financial
Conduct Authority. Dubai: Morgan Stanley Investment Management
Limited (Representative Office, Unit Precinct 3-7th Floor-Unit 701 and
702, Level 7, Gate Precinct Building 3, Dubai International Financial Centre,
Dubai, 506501, United Arab Emirates. Telephone: +97 (0)14 709 7158).
Germany: Morgan Stanley Investment Management Limited Niederlassung
Deutschland Junghofstrasse 13-15 60311 Frankfurt Deutschland (Gattung:
Zweigniederlassung (FDI) gem. § 53b KWG). Italy: Morgan Stanley Investment
Management Limited, Milan Branch (Sede Secondaria di Milano) is a branch
of Morgan Stanley Investment Management Limited, a company registered in
the UK, authorised and regulated by the Financial Conduct Authority (FCA),
and whose registered office is at 25 Cabot Square, Canary Wharf, London, E14
4QA. Morgan Stanley Investment Management Limited Milan Branch (Sede
Secondaria di Milano) with seat in Palazzo Serbelloni Corso Venezia, 16 20121
Milano, Italy, is registered in Italy with company number and VAT number
08829360968. The Netherlands: Morgan Stanley Investment Management,
Rembrandt Tower, 11th Floor Amstelplein 1T1096HA, Netherlands. Telephone:
312-0462-1300. Morgan Stanley Investment Management is a branch
office of Morgan Stanley Investment Management Limited. Morgan Stanley
Investment Management Limited is authorised and regulated by the Financial
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Conduct Authority in the United Kingdom. Switzerland: Morgan Stanley
& Co. International plc, London, Zurich Branch Authorised and regulated
by the Eidgendssische Finanzmarktaufsicht (“FINMA”"). Registered with
the Register of Commerce Zurich CHE-115.415.770. Registered Office:
Beethovenstrasse 33,8002 Zurich, Switzerland, Telephone +41(0) 44 588
1000. Facsimile Fax: +41(0) 44 588 1074. This communication is only for
Regulated Qualified Investors.

In addition, real estate investments are subject to a variety of risks, including
those related to, among other things, the economic climate, both nationally
and locally, the financial condition of tenants and environmental regulations.

Hong Kong: This document has been issued by Morgan Stanley Asia Limited
for use in Hong Kong and shall only be made available to “professional
investors” as defined under the Securities and Futures Ordinance of Hong
Kong (Cap 571). The contents of this document have not been reviewed
nor approved by any regulatory authority including the Securities and
Futures Commission in Hong Kong. Accordingly, save where an exemption
is available under the relevant law, this document shall not be issued,
circulated, distributed, directed at, or made available to, the public in Hong
Kong. Singapore: This document should not be considered to be the subject
of an invitation for subscription or purchase, whether directly or indirectly,
to the public or any member of the public in Singapore other than (i) to
an institutional investor under section 304 of the Securities and Futures
Act, Chapter 289 of Singapore (“SFA"), (i) to a “relevant person” (which
includes an accredited investor) pursuant to section 305 of the SFA, and
such distribution is in accordance with the conditions specified in section
3065 of the SFA,; or (iii) otherwise pursuant to, and in accordance with the
conditions of, any other applicable provision of the SFA. In particular, for
investment funds that are not authorized or recognized by the MAS, units
in such funds are not allowed to be offered to the retail public; any written
material issued to persons as aforementioned in connection with an offer is
not a prospectus as defined in the SFA and, accordingly, statutory liability
under the SFA in relation to the content of prospectuses does not apply,
and investors should consider carefully whether the investment is suitable
for them. This material has not been reviewed by the Monetary Authority
of Singapore. Australia: This publication is disseminated in Australia by
Morgan Stanley Investment Management (Australia) Pty Limited ACN:
122040037, AFSL No. 314182, which accept responsibility for its contents.

Explore our site at www.morganstanley.com/im

This publication, and any access to it, is intended only for “wholesale clients”
within the meaning of the Australian Corporations Act.

Saudi Arabia. This document is not and does not purport to be any of the
following: (a) a marketing communication, (b) a securities advertisement,
() a financial promotion. Material contained herein has not been based on
a consideration of any individual client circumstances and is not investment
advice, nor should it be construed in any way as tax, accounting, legal or
regulatory advice. To that end, recipients or viewers of this document
should seek independent legal and financial advice, including advice as to tax
consequences, before making any investment decision. This document may
not be distributed in the Kingdom of Saudi Arabia except to such persons
as are permitted under the Rules of Offering Securities and Continuing
Obligations and the Securities Business Regulations issued by the Capital
Market Authority. The disclosure of this presentation is restricted to
sophisticated investors.

The Capital Market Authority does not make any representation as to the
accuracy or completeness of this document, and expressly disclaims any
liability whatsoever for any loss arising from, or incurred in reliance upon,
any part of this document. Prospective purchasers should conduct their
own due diligence on the accuracy of the information in this presentation.
If you do not understand the contents of this document you should consult
an authorized financial adviser.

AS ADIVERSIFIED GLOBAL FINANCIAL SERVICES FIRM,MORGAN STANLEY
ENGAGES IN ABROAD SPECTRUM OF ACTIVITIES INCLUDING FINANCIAL
ADVISORY SERVICES, INVESTMENT MANAGEMENT ACTIVITIES,
LENDING, COMMERCIAL BANKING, SPONSORING AND MANAGING
PRIVATE INVESTMENT FUNDS, ENGAGING IN BROKER-DEALER
TRANSACTIONS AND PRINCIPAL SECURITIES, COMMODITIES AND
FOREIGN EXCHANGE TRANSACTIONS, RESEARCH PUBLICATION AND
OTHER ACTIVITIES. IN THE ORDINARY COURSE OF ITS BUSINESS,
MORGAN STANLEY PERFORMS FULL-SERVICE INVESTMENT BANKING
AND FINANCIAL SERVICES AND THEREFORE ENGAGES IN ACTIVITIES
WHERE MORGAN STANLEY'S INTERESTS OR THE INTERESTS OF ITS
CLIENTS MAY CONFLICT WITH THE INTERESTS OF THE INVESTORS.
ALL INFORMATION CONTAINED HEREIN IS PROPRIETARY AND IS
PROTECTED UNDER COPYRIGHT LAW.
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