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EUROPEAN LOGISTICS: RENTAL GROWTH RECOVERY EXPECTED
OVER NEXT 18 MONTHS AFTER FIVE YEARS OF DECLINE

e Industrial sector offering higher yield spreads than retail and offices

e Northern Europe leads Southern Europe for occupier take up

LONDON, 28 October 2014 — Prime rent levels in the European logistics sector are
expected to experience a robust recovery over the next 18 months, according to M&G Real

Estate, the leading global real estate fund manager.

An upswing in the cyclical factors as the economic revival becomes more entrenched, as
well as the ongoing structural changes in retail such as the rise of online retailing, are

benefitting the industrial property sector.

Richard Gwilliam, Head of Property Research, explains: “The supply of quality, modern
stock is limited but with economic recovery we’ll see a steady increase in demand,
particularly from third party logistics operators and online retailers, putting upwards
pressure on prime rents and tempting a return to some well-focused speculative

development in core locations.”

Occupier demand this year has been most evident in Northern Europe, contrary to parts of
Southern Europe suffering double-digit vacancy rates. As in the UK and US, large industrial
occupiers are consolidating their space: bigger and more efficient sheds to match changes

in supply channel dynamics.

In the main Eurozone economies, the spread between yields on industrial property and
government bonds is on average around 340 basis points higher than before the global
economic crash of 2007. Richard Gwilliam says: “European industrial should prove highly
tempting to potential investors compared to bonds, offices and even primary retail. We fully

expect pent up demand to consume any development over the next 12 months.”

Port cities in Northern Europe have seen faster recovery in capital value than elsewhere,
reflecting the dominance of sea freight in European trade movements. An example of this is
the holding of M&G Real Estate’s European property strategy, a prime logistics facility in
the centre of Gothenburg port in Sweden. Gothenburg is Sweden’s second largest city with
the port considered to be the number one logistics location in Scandinavia, thanks to its

excellent accessibility. Locations such as Rotterdam and Hamburg are also on the rise with
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Antwerp experiencing significantly lower vacancy rates for key logistics locations at around

three to four per cent.

While the rise of internet retail sales is generally positive for logistics, the benefits are
unevenly spread. In Germany, France, UK and Nordics, online retail spending as a
proportion of total sales is over 5% but in Southern European markets this drops to less
than 1%. In markets where e-tailing is growing, there has been a substantial investment in

warehousing and distribution capabilities.

Richard Gwilliam concludes: “Modern retail requires modern logistics and one size doesn'’t
fit all.”
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Notes to Editors:

About M&G Real Estate

M&G Real Estate is the real estate fund management arm of M&G and is one of the top 25 real estate fund
managers in the world by assets under management, with over £19.3 billion invested in a broad spread of
properties across Europe, North America and the Asia Pacific region (as of 30 June 2014). M&G Real Estate has
a sector-leading approach to responsible property investment, and is committed to assessing and improving the
sustainability performance of funds under management.

M&G is the investment arm of Prudential Plc in the UK, Europe and Asia. For more information please visit
www.mandg.com/realestate

About M&G

M&G is an international active asset manager, investing on behalf of individuals and institutions for over 80 years.
At 30 June 2014 the firm manages over £253 billion of assets through a wide range of investment strategies
across equities, bonds, property and multi asset.

M&G Real Estate is a business name of M&G Investment Management Limited and is used by other companies within the
Prudential Group. M&G Investment Management Limited is registered in England and Wales under number 936683 with its
registered office at Laurence Pountney Hill, London EC4R OHH. M&G Investment Management Limited is authorised and
regulated by the Financial Conduct Authority. Past performance is not a guide to future performance.

This press release reflects the authors’ present opinions reflecting current market conditions; are subject to change without
notice; and involve a number of assumptions which may not prove valid... It has been written for informational purposes only
and should not be considered as investment advice or as a recommendation of any particular security, strategy or investment
product.

The services and products provided by M&G Investment Management Limited are available only to investors who come within
the category of the Professional Client as defined in the Financial Conduct Authority’s Handbook. They are not available to
individual investors, who should not rely on this communication. Information given in this document has been obtained from, or
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based upon, sources believed by us to be reliable and accurate although M&G does not accept liability for the accuracy of the
contents.



