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I Disclaimer

HILLS REIT

This document has been prepared by Mori Hills REIT Investment Corporation (*MHR") for informational
purposes only and should not be construed as an offer of any transactions or the solicitation of an offer of
any transactions. Please inquire with the various securities companies concerning the purchase of MHR
investment units. This document’s content includes forward-looking statements about business
performance; however, no guarantees are implied concerning future business performance.

Although the data and opinions contained in this document are derived from what we believe are reliable
and accurate sources, we do not guarantee their accuracy or completeness. The contents contained herein
may change or cease to exist without prior notice. Regardless of the purpose, any reproduction and/or use
of this document in any shape or form without the prior written consent from MHR is prohibited.

This document contains charts, data, etc. that were prepared by Mori Building Investment Management Co.,
Ltd. (hereafter, the "Asset Manager”) based on charts, data, indicators, etc. released by third parties.
Furthermore, this document includes statements based on analyses, judgments, and other observations
concerning such matters by the asset manager as of the date of preparation.
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I 1 Executive summary

21st period (Jan. 2017)

® Operating revenue 8,248 million yen, operating income 5,207 million yen,
net income 4,562 million yen Increased revenue and income period-over-period

HILLS REIT

® DPU: 2,606 yen (+39 yen from 20 period) Increasing for 13 consecutive fiscal periods

® NAV/unit: 112,811 yen (+265 yen from 20t period) 79.8% increase in 6 years

After 22" period (Jul. 2017)

® Scheduled to acquire Toranomon Hills Mori Tower for 5,070 million yen and Holland
Hills Mori Tower for 9,330 million yen (As of August 1st)

® Scheduled to dispose of Moto-Azabu Hills for 2,030 million yen (As of July 31th)
Estimated profit on disposition +410 million yen (Part of profit will be allocated to provision of reserve

for reduction entry)

® DPU (forecast): 2,610 yen (22" period), 2,630 yen (23" period)

® Progress in leasing the large-scale vacancy (11 floors) of ARK Hills South Tower
About 4 floors left



2. Investment highlights




|2—1 Unit price performance

HILLS REIT

(yen)
200,000
(" Public Public Public Public
190,000 Offering in Offering in Offering in Offering in
! (Trend since September 2010) | Mar. 2013 Sep. 2013 Aug. 2014 Feb. 2016
180,000 As of Sep. 14, | As of Mar. 14, | Rate of
2010 2017 Difference
170,000 Mori Hills REIT (36,260 yen)| 150,100 yen| +314.0%
TSE REIT Index 906.64 1,784.34 +96.8%
160,000 . .
! (Trend during the 21st period)
150,000 As of Jul. 29, | As of Jan. 31, | Rate of
2016 2017 Difference
140,000 Mori Hills REIT 160,500 yen| 153,500 yen A 4.4% o
TSE REIT Index 1,869.32 1,843.40 A 1.4% Mori Hills REIT
130,000 XImplemented a 5-for-1 investment unit split effective on February
1, 2014. Actual unit price was divided by 5 for the periods before
120,000 the split of investment units in the tables and graph.
110,000
100,000
90,000
TSE REIT Index
80,000
70,000
60,000
50,000
40,000
30,000
9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 19th 20th 21st
Sep. 14, Jan. 31, Jul. 31, Jan. 31, Jul. 31, Jan. 31, Jul. 31, Jan. 31, Jul. 31, Jan. 31, Jul. 31, Jan. 31, Jul. 31, Jan. 31,
2010 2011 2011 2012 2012 2013 2013 2014 2014 2015 2015 2016 2016 2017
Market || 41.9 bn yen , 262.7 bn yen
value (Sep. 14, 2010) (Mar. 14, 2017)

(Note 1) Unless otherwise stated in this document, all amounts of less than a unit are omitted and all fractions are rounded up to one digit below the decimal point.
(Note 2) TSE REIT Index is adjusted to MHR’s unit price on the announcement date of the management policy (Sep. 14, 2010) and shows the relative performance vs. MHR’s unit price performance.



I 2-2 Financial results

HILLS REIT

20th period
Jul. 31, 2016

21st period
Jan. 31, 2017

21st period
Jan. 31, 2017

Operating Highlights (million yen)

Operating revenue 7,760 8,248 + 488 8,235 Increase/decrease factor (20th - 21st)
Rent revenues 7,638 8,056 +417 8,029 -Operating revenue (+488 mn yen)
Other operating revenues 122 192 +70 206 - Full period contribution of property
) acquisition in 20th period +285
Operating expenses 2,600 3,041 + 440 3,040 - “Fixed rent ML" revision/change (21st period) +187
Expenses related to properties 2,295 2,696 +400 2,730 ) Fr:Uisiiﬁgh;%%ten?;cftlﬁnp:rfiod?xed rent Mt +33
SG&A 304 344 + 39 310 .
-Operating expenses (440 mn yen)
Operating income 5,160 5,207 + 47 5,195 - Full period contribution of property
L acquisition in 20th period +83
Non-operating income 3 2 Al 1 - “Fixed rent ML” revision/change (21st period) +261
_ : - Full period contribution of “Fixed rent ML"
Non-operating expenses 648 643 AS 643 revision/change (20th period) +58
Ordinary income 4,514 4,566 + 51 4,552 - Asset management fee +24
Net income 4,507 | 4,562 I + 54 4,551 Non-operating expenses (A5 mn yen)
DPU - Interest expenses, etc. (Full period contribution
of new borrowings in 20th period) +9
Total units outstanding (units) 1,750,640 1,750,640 — 1,750,640 - Amortization of investment corporation bonds
issuance cost +3
DPU (yen) 2,567 | 2,606 I + 39 2,600 Klnterest expenses, etc. (Existing borrowings) Al&
Other Indices (million yen)
Profit on real estate rental 5,464 5,552 + 87 5,505 (Increase/decrease factor for 21st period )
Depreciation 966 994 + 28 996 (Forecasted - Actual)
NOI 6431 6.546 + 115 6502 -Operating income (+12 mn yen)
! ! ! - Residence (Pass-through) +36
NOI yield 3.9% 3.8% A 0.1PT 3.8% - Office (Pass-through) +9
- Asset management fee A24
Acquisition price ~ /
(weighted average based on the number 328,350 339,856 + 11,505 339,856

of operating days during the period) (Note 2)

(Note 1) As the accounting policy for rent revenues was changed in the 21st period, rent revenues for the 20th period increased 19 million yen after retrospective application.
(Note 2) If properties are acquired during the period, the acquisition price is the weighted average based on the number of operating days.
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I 2-3 Overview of new acquisitions (Scheduled as of August 1, 2017)

HILLS REIT

| Toranomon Hills Mori Tower (Approx. 1.7% of the office area, approx. 1.0% of the total)

1. Super high rise tower - Tokyo’s new landmark

® Quake-resistance structure with 52 floors and 247 meters above ground.

® High-specification offices with a broad floor plate of approx. 1,000 tsubo,
international-standard conference facilities, Japan’s first Andaz hotel “the
Andaz Tokyo”, retail facilities and residences.

2. Located in the center of the Toranomon area where further
development is expected

® Six stations and 11 routes are nearby. With the expected completion of
“New Toranomon Station (tentative name)” on the Tokyo Metro Hibiya
subway line, further improvements in convenience will be realized.

® As a result of a number of redevelopment projects currently in progress
around the building, the Toranomon area has begun to rapidly evolve into
an international urban center.

<Acquisition portion>

s Tor-wiie-farnn Smd | My o E -4,4--
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fj - ‘f?"’ "--‘?'%?

Toranamon

the red area

ARK Hi#s South Tower Jam s
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— - ) . Residential i St Urbllanaf-g;lw;a%rﬁent & ;5
Acquisition price Appraisal value NOI yield ot ﬁj Tornonca s
4 : (Tentative name}
0, f ARK Mori Building
5,070 mnyen 5,440 mn yen 3.4% bortion of - W_W.m{gnomon

Property Number 0-9

Location 23-1, Toranomon 1-chome,

Earthquake PML

Office

(Residential indication)
Construction date

Minato-ku, Tokyo
May 2014

0.50%

52 floors above ground,
5 floors below ground
241,581.95 m

(Note)

(Note) 7% quasi-co-ownership interest in trust beneficial interests in the co-ownership
(87.95%) of compartmentalized ownership for the 28th to the 35th floors

Total number of floors

Gross floor area

Portions of acquisition

Conference
facilities

Restaurant, etc. I

—r‘—|l—| A
[

Mori Tower
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I 2-4 Overview of new acquisitions (Scheduled as of August 1, 2017)

HILLS REIT

Luxury-grade office environments and
ample facilities

Office spaces occupy the 30 stories of the building that run from the 6th
to the 35th floors. Standard floors have offices for lease at an average
size of approx. 1,000 tsubo, providing flexible workspaces with a ceiling
height of 2.8 meters.

The building has three types of high seismic capacities and boasts an

emergency power generator — a measure that ensures business services
can resume under any conditions.

CASBEE has awarded the building the highest rank "S".

| Biodiversity-conscious open spaces

In the open space of about 6,000 m2, there is the “Oval Plaza” garden that
serves as an oasis in the city with the comfortable sound of a stream, and
the “Step Garden” with greenery that provides an enjoyable seasonal

atmosphere, that together form a rich urban space where people can gather.

Oval Plaza

4 Toranomon

aee o
Tunnel entrance I JaJerrace S5 . %
and axit ] 2
3_5—‘:‘1::‘-- J Retai .
Retai /ﬁ.’ 2 Office. Entrance Lobby .
T T & 5 2
¥ L | i . +— Toranoman Hills
e ; i o
o= = . .ﬂ:/."/{ . Mori tower
* s Ratail # .-.
S q e .ﬂ.t&uﬂ- ® @
b ¥ 352 o ® |
e st
: =

4 Kamiyacho | Onanimon »

Garden House Step Garden

| Andaz Tokyo

Hyatt's boutique lifestyle hotel is tailored to the individual. Andaz means

“Personal Style” in Hindi, helping guests to know their surroundings more
intimately and leave feeling like a local.

Main Dining on the 51st floor

47t to 50% floor guest rooms
“Andaz Tavern”

offer panoramic Tokyo views

| Toranomon Hills Forum

The Toranomon Hills Forum conference center includes three open-plan
halls and meeting rooms and can be combined to host a variety of
international conferences and symposia. The three halls can
accommodate up to 2,000 people.

“Main Hall” with

“Hall A” provides brightness
7.2 meter ceiling height

and a sense of openness
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I 2-5 Overview of new acquisitions (Scheduled as of August 1, 2017) _— — —

HILLS REIT

| Holland Hills Mori Tower (Approx. 44.0% of the office area, approx. 27.6% of the total)

1. High rise tower integrating the greenery of the Embassy of
the Netherlands

® Tower complex consisting of office, residences and retail with excellent
quake-resistance.

® Office area is located on the upper floors (14th to 24th floors) and offers
a business space with excellent views and a sense of openness.

® Landmarks representing Tokyo such as Tokyo Tower and Roppongi Hills

can be viewed from the roof garden 100 meters above the ground.

2. Located in the Toranomon area where further development
is expected

® An excellent location within a 1-minute walk from Tokyo Metro Hibiya
Line Kamiyacho Station.

® As a result of a number of redevelopment projects currently in progress
around the building, the Toranomon area has begun to rapidly evolve
into an international urban center.

HOLLAR DHLLS- ORI TOWER

<Acquisition portion>

Portion of U.{::»wur;-_;u.-l Francis Sefvices Agerey | My of EBbectny;
{3 Boort, oo ok T
the red areas Y el .
.,
L]
Roof Garden i

Appraisal value NOI yield

~ Office Toranomon Hills
e )
— ARK Mo Bulldi J
9’330 mn Yen 10[430 mn yen 4- 30/0 [ g :;'ﬁofar_i_c‘ljr:l::' Hills  /
F L Gt n Fower
e ,'|I b S K Hills Salith Towar - o fami
) Sy L Ty Hills Residencial T i
by oranomon Hills Hesidéncial Tower i)
Property Number 0-10 J"“‘"‘"memmn (Teniatve name) ﬂig.hashi
i - - f . 21 g 4-Chomsa Project
Locaton 11-2, Toranomon 5-chome, Earthquake PML Residential RongEng, Viow Tl Soontayama Mdd Thwer f5  (Tentativg name)
(Residential indication) Minato-ku, Tokyo | B . : /
) i ! Arab £
Construction date January 2005 0.859, — Retail e \ é;
24 floor: ve groun N / 4
Total number of floors > fl 0? Sba::)?Nef o:d d MEimbaii of Netharids
oors be 02 grou e -~ Toranamon-Azabudai - /4 Holland Hills s
Gross floor area 35,076.12 m alk U“b:‘u‘m’,";f;"e'“m‘“‘ ori Tower  shuaicen
Portions of acquisition (Note) Empase o1 .-_F:ZL-,-"."”':“:;E::“ < g . £
(Note) 57% quasi-co-ownership interest in trust beneficial interests in compartmentalized Tt o pos: #.. ,_, @ Hig Uik
=

ownership for the 3rd and 4th floors; part of 5th floor, 14-18th floors and 22-24th floors.



I 2-6 Forecasts

HILLS REIT

21st period 22nd period 23rd period
Jan. 31, 2017 Jul. 31, 2017 Jan. 31, 2018

Operating Highlights (million yen)

Operating revenue 8,248 8,491 + 242 8,476 Increase/decrease factor (21st - 22nd)
Rent revenues 8,056 7,838 A 217 8,249 .
*Operating revenue (+242 mn yen)
Other operating revenues 192 241 + 49 226 - Profit on disposition of Moto-Azabu Hills +411
Gain on sales of real estate B 411 + 411 B - ‘E)f_fice (Pass—thlll'oug_l'l)_ ) ) Al115
properties - “Fixed rent ML" revision in 22nd period A49
Operating expenses 3,041 3,186 + 145 3,236 -Operating expenses (+145 mn yen)
Expenses related to properties 2,696 2,877 +180 2,938 - Maintenance and repairs o +79
- Property taxes for property acquired in
SG&A 344 308 A 35 297 20th period +44
- Leasing fee +35
Operating income 5,207 5,305 + 97 5,240 9
) L -Non-operating expenses (A3 mn yen)
Non-operating income 2 0 Al 1 - Interest on investment corporation bonds +6
Non-operating expenses 643 640 A3 636 - Interest expenses, etc. A9
Ordinary income 4,566 4,666 + 99 4,605
Net income 4,562 4,664 + 102 4,604 Increase/decrease factor (22nd - 23rd)
Provision of reserve for reduction _ 95 +95 _ Operating revenue (A14 mn yen)
entry - Property acquisition in 23rd period +408
Total dividends 4,562 4,569 +7 4,604 - Office (Pass-through) +93
- Profit on disposition and rent revenue
DPU of Moto-Azabu Hills A472
Total units outstanding (units) 1,750,640 1,750,640 — 1,750,640 - Full period contribution of "fixed rent ML
! ! ! ! ! ! revision in 22nd period A49
DPU (yen) 2,606 2,610 + 4 2,630 .
. -Operating expenses (+49 mn yen)
Other Indices (million yen) - Property acquisition in 23rd period +136
. - Property taxes for property acquired in
Profit on real estate rental 5,552 5,202 A 349 5,537 20th period +44
Depreciation 994 1,006 + 11 1,041 - Maintenance and repairs A70
- Rent revenue of Moto-Azabu Hills A27
NOI 6,546 6,209 A 337 6,579 - Leasing fee A24
; 0 0 0 .
NOI yield 3.8% 3.7% A 0.1PT 3.7% -Non-operating expenses (A3 mn yen)
. - - Interest expenses, etc.
Acquisition price ; ! .
(weighted average based on the number 339,856 339,847 A9 352,550 (New borrowings in 23rd period) +24

of operating days during the period)

kAmortization of investment unit issuance cost A27/
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HILLS REIT

(yen/unit)
3,000 r
2,800
. ) ) ¥2,610 ¥2,630
DPU has been increasing ¥2,606 (forecast) (forecast)
2,600 - for 13 consecutive fiscal periods” ‘o 500 ¥2,567
Annual average growth rate: +11.1% ’
(fiscal period ended July 2010 to January 2017)
2,400 | ¥2,367
¥2,303
2,200 ¥2,151
¥2,019
2,000
¥1,910
¥1,833
¥1,670
¥1,589
1,600 [
1,400
¥1,315
1,200 j 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
8th 9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 19th 20th 21st 22nd 23rd
period period period period period period period period period period period period period period period period

ended ended ended ended ended ended ended ended ended ended

ended ended ended ended ending ending

Jul. 2010 Jan. 2011 Jul. 2011 Jan. 2012 Jul. 2012 Jan. 2013 Jul.2013 Jan. 2014 Jul. 2014 Jan. 2015 Jul. 2015 Jan. 2016 Jul. 2016 Jan. 2017 Jul.2017 Jan. 2018

¥ Implemented a 5-for-1 investment unit split effective on February 1, 2014.
Actual dividends per unit was divided by 5 for the periods before the split of investment units in the graph.

11
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I 2-8 Increase in appraisal NAV per unit

HILLS REIT

(yen/unit)
130,000 r
120,000
H ; ¥112,546 ¥112,811
79.8% Iincrease in 6 years
110,000
¥104,064
¥101,957
¥99,665
100,000
L ¥88,826
20,000 ¥86,941
':‘CA_.
'2___-'-? ¥81,992
80,000 r ¥78,027 ¥78,434
¥72,735
70,000
¥64,856

¥62,731
60,000
50,000
40’000 1 1 1 1 1 1 1 1 1 1 1

9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 19th 20th 21st

period period period period period period period period period period period period period

Jan. 31, Jul. 31, Jan. 31, Jul. 31, Jan. 31, Jul. 31, Jan. 31, Jul. 31, Jan. 31, Jul. 31, Jan. 31, Jul. 31, Jan. 31,

2011 2011 2012 2012 2013 2013 2014 2014 2015 2015 2016 2016 2017

X Implemented a 5-for-1 investment unit split effective on February 1, 2014.
Actual NAV was divided by 5 for the periods before the split of investment units in the graph.

12
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(1) Location

Invest in premium properties in Central Tokyo
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HILLS REIT

No

Area

Tokyo'’s Three
Central Wards

86.1%

Tokyo'’s Five
Central Wards

and their vicinity

100%

Size

m30,000m=2 or more
m Office m Residential

= Under 30,000m?2

(Note 1) The ratios represent proportion of acquisition price to total acquisition price
(Note 2) Chart showing “Size” does not include Laforet Harajuku (Land).

(Note 3) For calculation of breakdown by type, acquisition price for Akasaka Tameike Tower

and Atago Green Hills are divided into offices and residences

1 property percentage in Central Tokyo (Total assets after new acquisitions: 352.5 bn yen)

Retail
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Invest in premium properties in Central Tokyo
(2) Earthquake-resistance capability
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HILLS REIT

Pursue No. 1 earthquake-resistance capability (Total assets after new acquisitions)

Lowest portfolio
PML of all listed

J-REITs

0.98%

X PML refers to the probable maximum loss ratio expected to result from an earthquake.

A smaller figure indicates superiority in earthquake-resistance.

Property name

Roppongi Hills Mori Tower

‘ Type ‘ PML

ARK Mori Building

Koraku Mori Building

ARK Hills South Tower

Office

Toranomon Hills Mori Tower

Holland Hills Mori Tower

0.59%

Earthquake-
resistant feature

Seismic damping

Seismic damping

Earthquake oscillation

<Normal earthquake
resistant building>

1
]

\
i

J i

educed oscillation
1

A

Earthquake oscillation

. .__-q..—'r‘-F"F_-'!'F

<Building with
seismic damping>

Seismic damping reduces

earthquake magnitude of
oscillation by approx. 20%

Viscous seismic damping wall

0.78%

Seismic damping

Seismic isolators

0.73%

Seismic damping

1.56%

Seismic damping

0.50%

Seismic damping

0.85%

Seismic damping

Akasaka Tameike Tower

Office

1.79%

Seismic damping

MORI Tower 2.35% | Seismic damping
(Partly
Atago Green Hills | Forest Tower residential) | 2:34% | Seismic damping
Plaza 5.94% -
Roppongi First Plaza 2.20% —
Residential
Roppongi View Tower 2.20% —

] Al L)
ntense oscillatiof]

]
i

B
[

=TT}

) B 20 O o

l.Reduced oscillatiof

Earthquake oscillation

<Normal earthquake
resistant building>

Earthquake oscillation

<Building with
seismic isolators>

Seismic isolators reduce

Seismic isolators

the magnitude of oscillation to
approx. 1/2 or 1/3 especially
in case of large earthquakes

14
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I Invest in premium properties in Central Tokyo
2-11 .
(3) Environmental performance

HILLS REI

T

Pursue No. 1 environmental performance (Total assets after new acquisitions)

<Acquired GRESB Green Star Rating>

In the 2016 GRESB Survey, MHR received a Green Star rating for
the fifth consecutive year, and earned a score that ranks it

Highest ratings No. 1 out of the participants investing mainly in offices in Japan.
in green building In addition, MHR received 5 Stars in the GRESB Rating (note).
certifications .
44 GRESB is a benchmark that measures the sustainability
7 O . 1 0/0 - performance of real estate companies and real estate

'..;:‘ ’ management institutions based on an annual questionnaire
5 P EE B survey conducted by the GRESB foundation, composed

primarily of European pension fund groups.
* & % * % 2016

GRESB Four-Quadrant Model Scores by Region

[ CASBEE for Market Promotion: Rank S ]

Green Talk Green Stars

100

guslraiia [ NZ Average

=
Europe Average o 5 Mori Hills REIT]
Asia Average (5~ GRESB Average

Other Average o _.--North America Average

Li

The "Green Star" rating is
the highest rating category
among the 4 ranking
categories.

Roppongi Hills ARK Mori Atago Green Hills
Mori Tower Building (Mori Tower)

[ CASBEE for Buildings ] [ DBJ Green Buildings ]
(New Construction): Rank S Certification: Five stars

Management & Palicy
8

Green Starters Green Walk
4] 50 100

Implementation & Measurement

(Source) Prepared by the Asset Manager based on the "2016 GRESB Report” of the Global
Real Estate Sustainability Benchmark (GRESB).

(Note) The comparative assessment of the overall score was initially introduced in 2016.
It is a global ranking utilizing a five-star scale ("5 Stars” as the highest rank).

Toranomon Hills ARK Hills
Mori Tower South Tower

15
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HILLS REIT

Il
)

SV LESNaWilgeilnGlldl | Closely watching the acquisition price level as property acquisition it liaes THisl b DUl an e
iy iy recognition and MHR's policy/strategy
recognition competitions are overheated for details.

External growth policy [ E?F)cgllisnzn external growth utilizing sponsors’ abundant property ]

IChange in return on real estate investment | Change in assets under management
(%) (billion yen)
4.8 400 r
352.5
4.6 [4.5% Growth utilizing billion yen
4.4 350 sponsors’ pipeline 339
4.2% 4.2% 4.2% 4.2%
4.2 \ 4 L 4
.0% 293
300
4.0 | 281
3.8 oo 252
3.6 | -8% Cap rate of class A
office buildings : 210
3.4 | 3.5% 3.5% (Marunouchi and Otemachi) . 200
3.2 ¢ 3.3%
3.0 1 1 1 1 1 1 1 1 1 1 1 1 150 1 1 1 1 1
04 05 06 07 08 09 10 11 12 13 14 15 16 13th 15th 17th 19th 21st After
Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct. period period period period period acquisition
(Source) Prepared by the Asset Manager based on “The Japanese Real Estate Investor Survey” Jan. Jan. Jan. Jan. Jan.
by the Japan Real Estate Institute. 2013 2014 2015 2016 2017

IChange in rent and vacancy rate of office buildings (Tokyo’s five central wards)

(%)
200 : 10.0
% 9.0% i
8.9% 8.7% : 9.0
180 | = Estimate 8.0
i «@= Rent index
160 | 6.1% i 7.0
! 6.0 «@®= Vacancy rate
i i o 4.6% (Source)
140 4.0%' o 4.0% 4.4 f’___. 5.0 Prepared by the Asset Manager based on the “Autumn 2016
0 37% 36% o---"® 4.0  Office Rent Forecast in Tokyo, Osaka and Nagoya (2016-2020,
120 | e ----@-~ 2025)” by the Office Market Trends Research Committee
| PPrTS il duinbed TLLET 3.0 (Japan Real Estate Institute and Miki Shoji Co., Ltd.).
_---® 117 117 116 115
I L1 2.0 (Note)
100 |
101 100 100 104 1.0 The rent index targets large and medium buildings (standard
92 92 95 ! ’ floor area of 100 tsubo or more) in Tokyo’s five central wards.
80 : : : : : : : : : : : . : . . . 0.0 The rent index is rebased to 100 as of 2010.

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
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| Mori Building’s extensive property pipeline | Properties owned by Mori Building Group

e Total assets:

1.8 trillion yen (as of March 31, 2016)
e Number of properties under management:

108 buildings (as of April, 2016)

MHR has “preferential negotiation rights”

(Note 1)

Recent redevelopment projects

| (Toranomon Hills area)

A Toranomon Hills Business B
Tower (Tentative name)

Toranomon Hills Residential
Tower (Tentative name)

a) Approx. 10,100m a) Approx. 6,530m

b) Approx. 173,000m b) Approx. 121,000m

) Office/Retail/Business support <) Residential/Retail/Parenting support
facility/Parking facility/SPA and others

Toranomon 1-chome District Urban

d) Redevelopment Association (Note 2)

d)

Mori Building Co., Ltd.

e) December 2019 (Anticipated) e)

April 2020 (Anticipated)

a) Land area
(Note 1) Some exceptions included.

b) Total floor area c) Uses d) Operator e) Completion date

(Note 2) Mori Building Co., Ltd. is participating in the project as one of participating

consortium members.

Toranomon Hills
(To be partly owned by
MHR)

Roppongi Hills
(Partly owned by MHR)

- 1

{Office/Residential/Retail, etc. ) { Office/Residential/Hotel,etc. )

Atago Green Hills
(Partly owned by MHR)

Holland Hills
(To be partly owned by
MHR)

l_h.
o
H
§
j

{ Office/Residential/Retail) { Office/Residential/Retail )

b4 Forest Terrace

n Omotesando Hills
Toriizaka

—— 3

(Retail/Residential)

(Residential)

ARK Hills

(Partly owned by MHR)

{ Office/Residential/Retail,etc.)

Roppongi Hills
Crosspoint

{ Office/Retail/Residential )

Laforet Harajuku
(Land owned by MHR)

(Retail)

17



ll
JJ

11l
)
)l

I 2-14 External growth ===

HILLS REIT

| Mori Building Group’s involvement

u ad & H ﬂ%‘l’n!cyn&aﬂeﬂ’mna
e e I

Kigicho I.
\

I‘lF
Numm‘mm-mﬁhmu
v Fi mu!ﬁ-\-u-

./'

/
- Akasakia Tower Rasitence
p ot

st Towwar / A
Atago Green Hills T

iThu.lla L-d\lmnl

Toranomon Hils -~/
v 4 . - “Eir_}bmun* T 2 |
_ : 3 F~ARK Hills . X e
__.---'f-r':nww Center, Ncﬁv\:\“‘ﬂb : iu South Tower 'ﬂh Fl‘fiu-m !’rwo&m a’q ﬁmm
L sl & F a L S
fp; .\\\\ ,..r""-.--.---- I-llhhl\-rf?k.:‘. t‘z“' & o - 8 e i gsm PMFBH
# N : Wl%i_ Iy ower..

~Tar A Holland HlII.B
“&%ﬁ [ Mori Tower&...w
ryfd Phigpires s nm.wfmw.-uunmn ;
Embasy ol Namizias . Efts ol Shigkann
rtatnes ot i

Fusslan Fooorafion '

vEmttunsy of Ubrana

~Embassy of Stovnis .l vErmbamzy of San Moo \

i = o " b
. RSP T i e Emﬂm. \
a" =mmreggy ot Costin H |

MHR (Note 1 MB Group (Note 2

. ( ) D( ) Erntomary ol Crrane " Ermtmny of Sii= r,"l

In Operation N — (B o s it A y

Planning / Under Constructlon Enmmamu?::m Em.d\lda:‘im g ¥ ] | 2 e - I, A VJ_, ol il

(Source) Prepared by the Asset Manager based on Mori Building’s “Mori Building Handy Map Mori Building Map/Home Route Support Map 2017 "
(Note 1) Some of the properties have been partially acquired and held by MHR. Alternatively, the properties scheduled to acquire as of August 1, 2017 are also included.
(Note 2) Properties are developed, owned, managed and planned for development by Mori Building Group, and there are no properties currently anticipated to be acquired by MHR.
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I 2-15 Internal growth

HILLS REIT

(Note) Please refer to “4. Business environment
recognition and MHR's policy/strategy”
for details.

Business environment
recognition
Internal growth policy [

Central Tokyo office rents forecast to continue moderate rise, but as
supply increases, the rate of rent increase likely to moderate

Maintain stability of cash flow through fixed rent master leases,
achieving revenue growth with pass-through type leases

while ]

| Result of office tenants’ rent revision (pass-through)

(%)
+15
quthly rent Monthly rent Increase/_ Rate of
prior to rent after rent decrease in ..
revision
change change monthly rent
+10 +7.8% 0
+7.3% 16.3% 17th (ended Jan. 2015) 21.0mnyen | 21.6 mnyen | +0.5mnyen | +2.8%
18th (ended Jul. 2015) 19.8 mn yen 21.4 mn yen +1.5 mn yen +7.8%
+5
19th (ended Jan. 2016) 2.8 mn yen 3.1 mn yen +0.2 mn yen +7.3%
20th (ended Jul. 2016) 23.7 mn yen 24.6 mn yen +0.8 mn yen + 3.5%
O 1 1 1 1 1
21st (ended Jan. 2017) 26.2 mn yen 27.9 mn yen +1.6 mn yen + 6.3%
22nd (ending Jul. 2017) or after | 59.1 mn yen 61.3 mn yen +2.2 mn yen + 3.8%
A5
17th 18th 19th 20th 21st 22nd
January July January July January July
2015 2015 2016 2016 2017 2017 or after
Comparison with office market rent | Ratio of fixed rent master lease (July 2017)
(pass-through)
(million yen)
100 <Total monthly rent>
50 |
Fixed-rent
0 master lease
Below market rent 69.9%
50 | > Promote steady upward
rent revision
100
| Rent gap: A1.4%
150 -

(Note 1) Market rent is based on the report by Sanko Estate Co., Ltd.
(Note 2) Rent gap = Total tenants’ rent = “Total market rent” - 1
(Note 3) The figures reflect move outs of end tenants confirmed as of January 31, 2017.

(Note 1) Figures reflect the rent revision of Atago Green Hills, the disposition of Moto-
Azabu Hills.

(Note 2) The figures reflect move outs of end tenants confirmed as of January 31, 2017.

19



ﬂ
JJ

Il
)
)

I 2-16 Internal growth =55

HILLS REIT

Breakdown of monthly rent revenue and Status in leasing the large-scale
agreement renewal timing vacancies at ARK Hills South Tower

(million yen)

Agreement renewal timin
Type of lease |Total rent g g About 4 floors

contract per month remaining

Limited term 184.8 14.4% 51.2 29.2 35.2 4.3 64.6
Office Traditional 833.0 64.9% 124.7 - - 105.0 603.3
Total 1,017.9 | 79.4% 176.0 29.2|  35.2| 109.3| 667.9 Large-scale
vacancies
Limited term 66.6 5.2% 9.4 11.7 5.7 16.3 23.3 (11 floors)
Residential Traditional 54.9 4.3% 53.2 1.6 — - -
Total 121.5 9.5% 62.7 13.4 5.7 16.3 23.3
- _ _ _ _ Signed agreement and
Limited term (Land) 104.9 8.2% 104.9 W agreed to conditions Under leasing activities
Retail Traditional 17.9 1.4% - - 17.9 - - (As of March 8, 2017)
Total 122.8 9.6% — — 17.9 — 104.9
Sub total 1,262.3 98.4% 238.7 42.6 59.0 125.6 796.2
Retail, parking and others 20.4 1.6%
Total 1,282.7 | 100.0%
(Note) Figures reflect the disposition of Moto-Azabu Hills and move outs of end tenants
confirmed as of January 31, 2017.
- - y - -
Result of residential tenants’ rent Tenant Contribution by Industry
revision (pass-through) Type-Office
(%)
+15
+10 Others
+6.9% +7.1% +6.6% 24.3%
+5 (Note 1) As for fixed rent master lease, ratios are
w based on monthly rents of tenants who
are actually using the floor areas as of
. . . . . Law firms, January 31, 2017.
0 etc. dinan As for properties jointly owned with
15.8% Financia third parties, ratios are calculated
institution . . L.
/ — by multiplying by co-ownership interest.
A5 10.9% (Note 2) Business types are classified by the
17th 18th 19th 20th 21st 22nd Asset Manager.
January July January July January July
2015 2015 2016 2016 2017 2017 or after
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Il

BV aWilgelalngClalll [ Interest rate level is expected to remain low considering economic Ldeasp sz SpiE e sloluses L
- iy .. recognition and MHR's policy/strategy
recognition conditions and monetary policies for details.

HhERCEINEREEInEd | Move to lower interest rates targeting mid 40% range LTV (book value
policy basis) and 4 years or longer average remaining duration of debt

IReduction in LTV | Overview of debt financing
(%)
60.0
57.4% «@= LTV (book value basis) =@= LTV (appraisal value basis) End of 20th End of 21st
period period
550 | Jul. 31, 2016 Jan. 31, 2017
Debt Balance 154,000 mn yen | 156,000 mn yen
50.0 LTV (book value basis)"**® 44.5% 44.7%
49.3% 48.8% 48.8% LTV (appraisal value basis)"°® 2 42.3% 42.4%
44.7% 45-4%
45.0 -- Avg. remaining duration 4.5 years 4.2 years
--0
43.2% 42.4% 43.0% (Note 1) LTV (book value basis) is calculated as [Interest bearing debt
40.0 . . . . . . . . . . . A /Total assets].
9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 1Sth 20th 21st After (Note 2) 'az\étﬁ%g;'issaa'l ‘\’g‘lﬁ tl’;ss':()j 'tsogaal';“s':;tesd (";sot[;[‘girszsttsﬁirt'glg
i j i j i i j j j i j i iod acquisition
pngg.d peJrLcl).d pg;lr?.d peJLIIc.’d p?;:]c.)d p%ll.c’d pJearAf)d p:leurll.0 d pJearr:c.)d pJeu'il.od %grr]l.od pJeur||.0d pJearrled a appraisal value —Total book value)].
2011 2011 2012 2012 2013 2013 2014 2014 2015 2015 2016 2016 2017
Reduction in average interest rate Issuance status of investment
(including borrowing expenses) corporation bonds
0 », o
(/0) 2.0% 2.1% 2_10/0 2.00/0 e Date A 5 = a O
2.0 1.9%
1.7% Aug. 2016 | 2,000 mn yen |10 years| 0.34%
Jan. 2017 | 2,000 mn yen |10 years| 0.49%
1.5
1.0
0.76%
0.5 ! : ! ! L ! ! L ! L ! ! (Note) Total interest-bearing debt cost is calculated as [(interest expenses +

9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 19th 20th 21st interest expenses on investment corporation bonds + borrowing expenses
; - - - - - - - - - - - - + amortization of investment corporation bond issuance costs) X 365
Ptiod period priod period period period period period period period period period period  aperating days during each period +average interest-bearing debt
2011 2011 2012 2012 2013 2013 2014 2014 2015 2015 2016 2016 2017 balance during each period].
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| Extension in remaining duration of debt | Rating
(years)
5.0
4.5 . .
45 | 4.4 4.2 (Japan Credit Rating (JCRﬂ
4.0 3.7
35 35 Long-term issuer rating:
3.0 26 AA- (Positive)
25 | 2.3
I8 1.9

2.0 L 15 .

' 1.4
1.5 1.2
1.0

9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 19th 20th 21st

period period period period period period period period period period period period period

Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan.

2011 2011 2012 2012 2013 2013 2014 2014 2015 2015 2016 2016 2017
| Overview of maturity (as of January 31, 2017)
(billion yen)
20

Long-term loans mmmm Investment corporation bonds
15
10 5
10 159 7
6 12.5 7.2
5 10.5 6.5 9.2 8.8 0
2.6 6.5 7.1
4.2

1.9
O 1 1 1 1 Il 1 1 1 1 1 1

22nd 23rd 24th 25th 26th 27th 28th 29th 30th 31st 32nd 33rd 34th 35th 36th 37th 38th 39th 40th 41st

period period period period period period period period period period period period period period period period period period period period

Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan.
A 2017 2018 2018 2019 2019 2020 2020 2021 2021 2022 2022 2023 2023 2024 2024 2025 2025 2026 2026 2027
verage
interegstl-lo/o 0.7% 1.1% 1.1% 0.5% 0.6% 0.7% 0.7% 0.8% 0.9%

rate
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| GDP of major metropolitan areas
(billion,

1,800

1,600

1,400

1,200

1,000

800

600

400

200

| Population of urban concentration areas

(in thousands)

PPP)
1,616
1,403
835
I 715
I I 506
Tokyo New York London Paris Beijing

(Source) Prepared by the Asset Manager based on “Global Metro Monitor 2014”
published by the Brookings Institution

2014
( concenli:;)iatgn area PODUIation Ranké concenl;:'::iatcr)]n area PODUIation
1 {Tokyo (Japan) 37,833 1 Tokyo (Japan) 37,190
2 Delhi (India) 24,953 2 Delhi (India) 36,060
3 Shanghai (China) 22,991 3 Shanghai (China) 30,751
4 Mexico City (Mexico) 20,843 4 Mumbai (India) 27,797
5 Sdo Paulo (Brazil) 20,831 5 |Beijing (China) 27,706
6 Mumbai (India) 20,741 6 Dhaka (Bangladesh) 27,374
7 Osaka (Japan) 20,123 7 Karachi (pakistan) 24,838
8 Beijing (China) 19,520 8 |Cairo (Egypt) 24,502
9 New York (usA) 18,591 9 Lagos (Nigeria) 24,239
10 [Cairo (Egypt) 18,419 10 Mexico City (Mexico) 23,865

(Source) Prepared by the Asset Manager based on “World Urbanization Prospects:

The 2014 Revision” by the Population Division of the Department of Economic
and Social Affairs of the United Nations.

® In a comparison of GDP among the world’s metropolitan areas, Tokyo outperformed New York and London to rank as the

world’s largest.

® In terms of the world’s urban population, Tokyo is projected to maintain its rank as the world’s largest metropolitan area.
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| Trend of net migration

(people)
90,000
76,786 77,267
75'000 .69,958
@® Tokyo’'s 23 wards have experienced
60.000 27,082 net population growth for 20
Tokyo's consecutive years since 1997,
23 wards T ) ) i
45000 | indicating a high level of consistent
' net population growth even in
20,000 comparison with the other major
’ 33,098 35435 cities in Japan.
15,000 f Osaka
b—o——aw Nagoya
0 : : : - - - . . . .
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 (Source) Prepared by the Asset Manager based on "Report
on Internal Migration in Japan” by the Statistics
Bureau, the Ministry of Internal Affairs and
Communications.
| Trend of urban land price index (average of all uses)
140
@® Land price level of central Tokyo has
130 consistently surpassed the level of
March 2005, showing a clear
120 difference from those of other
Tokyo's : :
23 wards metropolitan areas in _Japan that
110 have been on a declining trend.
@® However, since investment should be
100 made carefully after asset values
Tokyo area q q
have surged, we intend to exercise
90 oagoye ares prudence concerning investment
prices.
80 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
05 06 07 08 09 10 11 12 13 14 15 16 (Source) Prepared by the Asset Manager based on “Urban
Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Land Price Index” by the Japan Real Estate
Institute.
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Factors that led to changes in dividend per unit
from the previous fiscal period

m—
=

| 3-1

pze?it:d 21st period (Jan. 2017) 22nd period (Jul. 2017) forecast

(yen/unit)
2,700
2,610
2,606 yen/unit
+8 yen/unit (forecast)
+2 s
2,600 2,567_ . -- A28
yen/unit Al4 -
+110
AA2 +180
2,500 - A25 Al71
+21
+2

2,400 - o
2,300 -~

Fixed Fixed Others Full  Change Decrease Fixed ChangeDecrease Others Gain on

rent ML rent ML period in NOI in rent ML in NOI in disposition

revision revision contribution from financing revision from financing

/change /change of  existing costs (22nd) existing costs

full period (21st) prop. properties roperties

contribution acquired |
(20th) (20th) y

Major factors behind change in NOI from existing properties:

+ Net tenant lease activities and upward rent revision at Koraku Mori Building

+ Decrease in depreciation and amortization

+ Upward land rent revision at Laforet Harajuku (Land)

+ Net tenant lease activities and upward rent revision at Roppongi View Tower

— Net tenant lease activities and upward rent revision at ARK Hills South Tower

— Property taxes for properties acquired in 19th period recorded as expense
(equivalent to 3 months)

+13
+8
+6
+5
A23

A7

Major factors behind change in NOI from existing properties:

+ Net tenant lease activities and upward rent revision at Koraku Mori Building

— Net tenant lease activities and upward rent revision at ARK Hills South Tower

— Increase in maintenance and repairs

— Net tenant lease activities and upward rent revision at Akasaka Tameike Tower

— Property taxes for properties acquired in 20th period recorded as expense
(equivalent to 3 months)

— Increase in depreciation and amortization

+30
A90
A46
A30

A26
A7

(Note) Factors that led to change are arrived at by dividing the change from the previous fiscal period by 1,750,640 units and indicated as an approximate figure in yen.
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(billion yen)
400 r
350
300 f
250 r
200 f

150 142
100 r
50 -

0

1st

period

Jan.

2007

2nd
period

Jul.
2007

159
3rd 4th
period period
Jan. Jul.
2008 2008

201

Sth
period
Jan.
2009

6th 7th
period period
Jul. Jan.

2009 2010

211 212 211

8th 9th 10th 11th

period period period period period

Jul. Jan. Jul. Jan.
2010 2011 2011 2012

N Existing properties

210

12th

Jul.
2012

252
230
13th 14th 15th 16th
period period period period
Jan. Jul. Jan. Jul.
2013 2013 2014 2014

New property

281

17th
period

Jan.
2015

18th
period

Jul.
2015

339
293
19th 20th
period period
Jan. Jul.
2016 2016

352.5

billion yen

14

21st After
period acquisition
Jan.
2017
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|3—3 Change in unrealized capital gain/loss ===

HILLS REIT

(billion yen)
40
Unrealized capital gain/loss = Period end appraisal value - Period end book value
Unrealized capital gain/loss ratio = Unrealized capital gain/loss / Period end book value
30
20
10
0
Al10
A20
A30
A31
A40
1st 2nd 3rd 4th Sth 6th 7th 8th 9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 19th 20th 21st After
period period period period period period period period period period period period period period period period period period period period period acquisition
Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan.

2007 2007 2008 2008 2009 2009 2010 2010 2011 2011 2012 2012 2013 2013 2014 2014 2015 2015 2016 2016 2017

mmm Unrealized capital gain/loss —8—Unrealized capital gain/loss ratio

(%)

10

Al10

A20

A30

A40
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I 3-4 Appraisal value
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As of end of 19th period

As of end of 20th period

(million yen)

Jan. 31, 2016 Jul. 31, 2016 Unrealized

Principal Property Property | Acquisition Difference | Difference capital gain

LISE ITEIAE No. price (A) Yield (direct (B) Yield (direct | Discount Terminal (B)—(A) | (B)/(A)—1 (B)-book

Appraisal capitalization | Appraisal | capitalization rate yield value
value method) value method) (DCF) (DCF)
5|°p.p°”9' Hills 0-0 115,380 113,638 134,300 3.4%| 134,900 3.3% 3.0% 3.5% 600 0.4% 21,261
ori Tower
ARK Mori Building 0-1 62,480 61,624 57,000 3.7% 57,500 3.6% 3.3% 3.8% 500 0.9% A 4,124
Koraku Mori Building 0-4 27,200 25,031 23,400 4.0% 23,700 3.9% 3.5% 4.2% 300 1.3% A 1,331
Office |Akasaka Tameike Tower 0-6 43,930 42,090 28,800 3.8% 29,500 3.7% 3.4% 3.9% 700 2.4% A 12,590
Atago Green Hills 0-7 42,090 41,010 45,800 4.1% 42,300 3.9% 3.4% 4,1%| A 3,500 A 7.6% 1,289
ARK Hills South Tower 0-8 19,150 19,003 22,900 3.5% 23,100 3.4% 3.2% 3.6% 200 0.9% 4,096
Sub total 310,230 302,398 312,200 - 311,000 - = = A 1,200 A 0.4% 8,601
Moto-Azabu Hills R-1 1,706 1,615 1,990 4.0% 2,030 3.9% 3.5% 4.1% 40 2.0% 414
Roppongi First Plaza R-3 2,100 2,276 1,790 4.5% 1,870 4.4% 4.2% 4.6% 80 4.5% A 406
Residen
tial
Roppongi View Tower R-4 4,000 3,974 2,610 4.6% 2,610 4.5% 4.3% 4.7% 0 0.0% A 1,364
Sub total 7,806 7,866 6,390 - 6,510 - - - 120 1.9% A 1,356
Retail |y Harejuku (tand) 1 g 4 21,820 22,074 32,600 4.3%| 33,400 - 4.3% - 800 2.5% 11,325
and

others Sub total 21,820 22,074 32,600 = 33,400 = = = 800 2.5% 11,325
Total 339,856 332,339 351,190 - 350,910 - — — A 280 A 0.1% 18,570

(Note 1) “Appraisal values” at the end of each fiscal period are based on the Ordinance Concerning Calculation of Investment Corporations, asset valuation methods and standards defined in the
Articles of Incorporation of the Company and rules defined by the Investment Trust Association. Figures in the property appraisal reports created by Japan Real Estate Institute are
indicated for properties other than ARK Hills South Tower and figures in the property appraisal report created by Daiwa Real Estate Appraisal Co., Ltd. are indicated for ARK Hills South

Tower, respectively.

(Note 2) For Laforet Harajuku (Land), value in the “Yield (direct capitalization method)” column for the 20th period shows the discount rate used in the DCF analysis.
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|3—5 Changes in the rent and occupancy rates

(yen/tsubo) (%)
40,000 O O O —— @ S S—0 ..: ' ——e — —9 100
o= ()
-~ -
[ -
35,000 | o 1 95
30,000 1 90
25,000 1 85
20,000 1 80
15,000 1 75
10,000 1 70
5,000 1 65
0 60
12th period | 13th period | 14th period | 15th period | 16th period | 17th period | 18th period | 19th period | 20th period | 21st period | 22nd period | 23rd period
Jul. 2012 Jan. 2013 Jul. 2013 Jan. 2014 Jul. 2014 Jan. 2015 Jul. 2015 Jan. 2016 Jul. 2016 Jan. 2017 Jul. 2017 Jan. 2018
(actual) (actual) (actual) (actual) (actual) (actual) (actual) (actual) (actual) (actual) (forecast) | (forecast)
mmm Office rent (yen/tsubo) 27,323 27,440 27,116 27,788 28,119 28,482 28,536 29,253 30,306 31,281 31,076 30,669
Residential rent (yen/tsubo) 12,957 12,944 13,105 13,432 13,763 13,782 13,765 13,894 14,750 15,272 15,248 14,728
==@==Office occupancy (%) 96.0% 98.3% 99.4% 99.8% 100% 99.9% 100% 98.4% 98.8% 98.2% 95.7% 97.9%
Residential occupancy (%) 97.9% 98.4% 99.8% 98.3% 97.8% 98.5% 98.6% 99.3% 97.4% 97.3% 96.0% 96.3%
e=s==Retail occupancy (%) 100% 100% 100% 100% 100% 100% 100% 100% 100% 99.2% 99.2% 99.2%
(Reference: Actual results in 11th period and before)
1st period | 2nd period | 3rd period | 4th period | 5th period | 6th period | 7th period | 8th period | 9th period | 10th period | 11th period
Jan. 2007 Jul. 2007 Jan. 2008 Jul. 2008 Jan. 2009 Jul. 2009 Jan. 2010 Jul. 2010 Jan. 2011 Jul. 2011 Jan. 2012
(actual) (actual) (actual) (actual) (actual) (actual) (actual) (actual) (actual) (actual) (actual)
Office rent (yen/tsubo) 31,450 32,068 32,462 33,648 34,118 34,725 34,554 33,187 31,901 29,555 27,314
Residential rent (yen/tsubo) 20,625 20,674 20,964 21,157 21,234 20,664 19,658 18,959 17,648 15,492 12,833
Office occupancy (%) 99.9% 100% 99.1% 97.4% 98.1% 97.8% 93.7% 92.7% 88.9% 89.6% 95.3%
Residential occupancy (%) 94.4% 93.4% 93.1% 94.2% 93.5% 89.6% 90.1% 91.5% 93.8% 96.7% 97.2%
Retail occupancy (%) — - — — — — — — 100% 100% 100%

(Note) The above rents and occupancy rates indicate the average rent and the average occupancy rate during relevant fiscal periods.
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I 3-6 Overview of fixed rent master lease properties

HILLS REIT

| Overview of fixed rent master lease properties by the sponsor

% of S
Total portfolio Breakdown Leased floor Monthly rent Payer of the Next rent Expiration of
Property name monthly rent | of propert area (mn yen) management revision the lease
(mn yen) tofsoée)nt property () Y association fee agreement
23rd & 24th 8,993.45 114.6 Jul. 2021
19th & 22nd 8,609.47 95.0 Sep. 2018
. . 20th 3,879.19 42.8 Jul. 2019
Roppongi Hills Mori Tower 490.5 38.7% MHR _
(10 floors)
28th 4,460.13 49.2 Sep. 2020
25th 4,156.66 45.8 Jan. 2021
26th & 27th & 12,942.64 142.9 Mar. 2021
29th
13th / 12th & 7,952.55 77.9 Jan. 2021
22nd
. - 23rd & 25th 5,742.95 55.5 MHR - Jan. 2021
?SREO':?:E‘SE?)Q 225.2 17.8% a1 s
7,680.52 73.8 Jan. 2021
24th
DHC 3,212.41 17.9 Master lessee Apr. 2018 Mar. 2023
Atago Green Hills o Office/residential _
(approx. 32.9% of entire property) 168.7 13.3% Jretail 29,667.58 168.7 Master lessee Apr. 2022
Total 884.5 69.9%

(Note) Figures reflect the rent revision of Atago Green Hills, the disposition of Moto-Azabu Hills and the move outs of end tenants confirmed as of January 31, 2017.
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| 3-7

Tenant status by month and tenants
with large leased space
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HILLS REIT

| Office: Rent and occupancy rate

(yen/tsubo)
40,000
35,000
30,000
25,000
20,000
15,000
10,000
5,000
0 Jan
2016 Sep. Oct. Nov. Dec. 2017
mmmm Rent (Leasable floors) | 31,212 31,301 31,304 31,250 31,310 31,313
—&— Occupancy rate 99.4% 98.7% 97.5% 97.8% 97.8% 98.0%
| Residential: Rent and occupancy rate
(yen/tsubo)
25,000
20,000
15,000
10,000
5,000
0 Aug Jan
2016 Sep. Oct. Nov. Dec. 2017
Rent (Leasable floors)| 15,137 15,301 15,373 15,373 15,308 15,138
—&— Occupancy rate 98.4% 98.1% 97.6% 96.5% 96.6% 96.7%

(%)
100

90

80

70

(%)
100

90

80

70

| Top 5 tenants

Leased space

‘ Property name ‘

‘ Ratio

End tenants (Note 1)
Roppongi Hills Mori Tower
ARK Mori Building
Mori Building Co., Ltd. Koraku Mori Building 97,636.65 m 65.0%
Atago Green Hills
ARK Hills South Tower
Yahoo Japan Corporation (Note 2) |ARK Hills South Tower 3,841.53 m 2.6%
Syowa Leasing Co., Ltd. Koraku Mori Building 2,683.90 m 1.8%
Mori Building Ryutsu : ; o
System Co., Ltd. Laforet Harajuku (Land) 2,565.06 m 1.7%
ITOCHU Techno-Solutions Koraku Mori Building 2,116.88 m | 1.4%
Corporation
Total of top 5 tenants 108,844.02 m 72.4%

(Note 1) “Leased space” is the lease area stated in the lease contract with the end tenant.

Leased space for co-owned properties is calculated by multiplying by

the relevant percentage of co-ownership interest.
(Note 2) Tenant vacated part of leased space as of January 31, 2017.
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I 3-8 Financial overview (As of January 31, 2017)
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HILLS REIT
Long and short-term debt ratio/ | Outstanding balances
Fixed rate ratio
<Long and short-term debt ratio> <Fixed rate ratio> Lenders Balance ’ Ratio
Mizuho Bank, Ltd. 19,198 mn yen 15.0%
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 19,198 mn yen 15.0%
Mitsubishi UFJ Trust and Banking Corporation 19,198 mn yen 15.0%
Long-term Sumitomo Mitsui Banking Corporation 18,575 mn yen 14.5%
L Sumitomo Mitsui Trust Bank, Limited 16,401 m yen|  12.8%
Development Bank of Japan Inc. 5,950 mn yen 4.6%
The Norinchukin Bank 5,700 mn yen 4.5%
The Bank of Fukuoka 5,500 mn yen 4.3%
I Major financial indicator Resona Bank, Limited. 4,630 mn yen 3.6%
End of 20th period | End of 21st period Aozora Bank, Ltd. 4,250 mn yen 3.3%
July 31, 2016 Jan. 31, 2017 Shinsei Bank, Limited 3,400 mn yen 2.7%
Debt balance 154,000 mn yen| 156,000 mn yen The Hiroshima Bank, Ltd. 2,000 mn yen 1.6%
Long-term loan 130,000 mn yen 128,000 mn yen Mizuho Trust & Banking Co., Ltd. 2,000 mn yen 1.6%
Investment corporation bonds 24,000 mn yen 28,000 mn yen Oita Bank Co. Ltd. 1,000 mn yen 0.8%
LTV (Book value basis) (Note 1) 44 .5% 44.7% Shinkin Central Bank 1,000 mn yen 0.8%
LTV (Appraisal value basis) (Note 2) 42.3% 42.4% Total borrowings 128,000 mn yen 100%
DSCR (ote 3) 14.2x 14.5x Investment corporation bonds 28,000 mn yen
Avg. remaining duration 4.5 years 4.2 years _
Weighted avg. interest rate 0.54% 0.53%

(Note 1) LTV (Book value basis) is calculated as [Interest bearing debt/Total assets].

(Note 2) LTV (Appraisal value basis) is calculated as [Interest-bearing debt/Appraisal value
based total assets (Total assets +Total appraisal value—Total book value)].

(Note 3) DSCR is calculated as [Net income before interest expenses +Depreciation/

Interest expenses].
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I 3-9 Debt status (As of January 31, 2017)

HILLS REIT
Lender Balance | Rate of | Borrowing Maturity lemlr Balance | Rate of | Borrowing | Maturity
(mn yen) | interest date date (mn yen) | interest date date
Sumitomo Mitsui Banking Corporation, Mizuho Bank, Ltd. Mizuho Bank, Ltd., The Bank of Tokyo-Mitsubishi UFJ, Ltd. 0.49%
The Bank of Tokyo-Mitsubishi UFJ, Ltd. Mitsubishi UFJ Trust and Banking Corporation 6,000 (;uote)o 2015/8/31 2021/8/31
g’lltsytblsm lpi":tJ T‘r$st atng B?(nlipgAtCeroratlon 10,000 ?Nif:f 2013/3/29 2018/3/31 Sumitomo Mitsui Banking Corporation
umitomo MItsul Trust Bank, Limite Sumitomo Mitsui Banking Corporation, Mizuho Bank, Ltd.
ngelopment Bank of Japan, Inc., Aozora Bank, Ltd. The Bank of Tokyo-Mitsubishi UFJ, Ltd. 0.65%
Mizuho Trust & Banking Co., Ltd. Mitsubishi UF] Trust and Banking Corporation 2,500 (Note) 2015/9/16 2023/8/31
Sumitomo Mitsui Trust Bank, Limited ve78 | Q2% | 2013/5/31 | 2017/5/31 Sumitomo Mitsui Trust Bank, Limited
Sumitomo Mitsui Banking Corporation, Mizuho Bank, Ltd. Sumitomo Mitsui Banking Corporation 0.50%
The Bank of Tokyo-Mitsubishi UFJ, Ltd. The Bank of Tokyo-Mitsubishi UFJ, Ltd. 3,200 | (Nore) | 2015/11/30 | 2022/11/30
Mitsubishi UFJ Trust and Banking Corporation 0.789 i i o ] i
Sumitomo Mitsui Trust Bank, Limited, Aozora Bank, Ltd. 10,500 (;‘m/; 2013/9/30 | 2018/9/30 Mizuho Bank, Ltd., Mitsubishi UFJ Trust and Banking Corporation | o 55, 0.62% | 5015/11/30 | 2023/11/30
Development Bank of Japan Inc., The Norinchukin Bank Sumitomo Mitsui Trust Bank, Limited, Shinsei Bank, Limited (Note)
The Bank of Fukuoka, Resona Bank, Limited., Sumitomo Mitsui Banking Corporation
Shinsei Bank, Limited, Mizuho Trust & Banking Co., Ltd. The Bank of Tokyo-MitsgubishFi) UFJ. Ltd
The Norinchukin Bank, The Hiroshima Bank, Ltd. 2,600 0.28% | 2013/11/29 | 2017/11/30 The Norinchukin Bank, Resona Bank, Limited. 7,500 0.23% | 2016/3/31 | 2023/3/31
Oita Bank Co. Ltd. Shinsei Bank, Limited, The Hiroshima Bank, Ltd.
Sumitomo Mitsui Banking Corporation, Mizuho Bank, Ltd. Mizuho Trust & Banking Co., Ltd.
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 1,000 0.33% 2013/11/29 | 2019/5/31 Sumitomo Mitsui Banking Corporation, Mizuho Bank, Ltd.
Mitsubishi UFJ Trust and Banking Corporation The Bank of Tokyo-Mitsubishi UFJ Lt’d.
Sumitomo Mitsui Banking Corporation, Mizuho Bank, Ltd. Mitsubishi UFJ Trust and Banking Corporation
The Bank of Tokyo-Mitsubishi UFJ, Ltd. Sumitomo Mitsui Trust Bank, Limited 7,100 0.28% | 2016/3/31 | 2024/3/31
Mltsgblshl UEJ T‘rust and Banklpg' Corporation 11,400 0.38% 2013/11/29 | 2019/11/30 Development Bank of Japan, Inc.
Sumitomo Mitsui Trust Bank, Limited The Bank of Fukuoka, Aozora Bank, Ltd.
Development Bank of Japan Inc., The Norinchukin Bank,
The Bank of Fukuoka, Shinsei Bank, Limited Mizuho Bank, Ltd., Mitsubishi UFJ Trust and Banking Corporation 7,200 0.28% 2016/3/31 2025/3/31
Mizuho Bank, Ltd., The Bank of Tokyo-Mitsubishi UFJ, Ltd. Sumitomo Mitsui Trust Bank, Limited
Mitsgbishl UEJ T‘rust a‘nd Banking (;orporatlon 11,000 0.28% 2014/5/30 2019/5/31 Shinkin Central Bank 1,000 0.18% 2016/3/31 2022/9/30
Sumitomo Mitsui Banking Corporation
The Norinchukin Bank, The Bank of Fukuoka Total 128,000
Mizuho Bank, Ltd., The Bank of Tokyo-Mitsubishi UFJ, Ltd. (Note) The interest rates above are the interest rates actually fixed following the conclusion of an interest
Mitsubishi UFJ Trust and Banking Corporation 2,022 0.33% 2014/5/30 2020/5/31 swap agreement.
Sumitomo Mitsui Banking Corporation
Mizuho Bank, Ltd., The Bank of Tokyo-Mitsubishi UFJ, Ltd.
Mitsubishi UFJ Trust and Banking Corporation o I H
Miksutishi UF) Trust and Banking Cor 5000 | 033% | 2014/8/1 | 2020/5/31 Investment corporation bonds
Sumitomo Mitsui Trust Bank,Limited, Resona Bank, Limited. ST Rate of Maturity
Aozora Bank, Ltd. 2,000 0.28% 2014/8/29 2019/8/31 Interest date
Resona Bank, Limited. 2,500 0.28% 2014/8/29 | 2019/8/31 7th Series Unsecured Corporation Bond (5 years) 2,000 0.97% | 2012/11/28 | 2017/11/28
-Srﬁmigomf P:isl'sull Ba";/lﬁ:g SOLP‘Lrs;CiO&dMiZ“hO Bank, Ltd. 8th Series Unsecured Corporation Bond (5 years) 3,000 0.85% 2013/5/24 2018/5/24
e Bank of Tokyo-Mitsubishi . 0.62%
Mitsubishi UFJ Trust and Banking éorporation 6,000 (Note) 2014/11/28 | 2020/11/30 9th Series Unsecured Corporation Bond (7 years) 2,000 1.26% 2013/5/24 2020/5/22
Sumitomo Mitsui Trust Bank, Limited 10th Series Unsecured Corporation Bond (5 years) 3,000 0.41% 2014/2/24 | 2019/2/22
'srﬁmigoms P:isl'sull Ba:'vll(ing EOLP‘Lrs;CiOC'dMiZ“hO Bank, Ltd. 11th Series Unsecured Corporation Bond (7 years) 2,000 0.69% 2014/2/24 | 2021/2/24
e Bank of Tokyo-Mitsubishi td. 0.75% 3 N

Mitsubishi UFJ Trust and Banking Corporation 6,500 (Notey | 2014/11/28 | 2021/11/30 12th Series Unsecured Corporation Bond (10 years) 2,000 0.87% | 2014/11/27 | 2024/11/27
Sumitomo Mitsui Trust Bank, Limited 13th Series Unsecured Corporation Bond (5 years) 3,000 0.32% 2015/5/26 | 2020/5/26
Development Bank of Japan Inc. 1,700 0.80% 2015/3/27 | 2023/3/27 14th Series Unsecured Corporation Bond (10 years) 2,000 0.82% 2015/5/26 | 2025/5/26
Sumitomo Mitsui Bankllng QOrPoratlon, Mizuho Bank, Ltd. 15th Series Unsecured Corporation Bond (5 years) 3,500 0.38% 2015/11/26 | 2020/11/26
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 00 0.57% 2015/5/29 2021/5/31
Mitsubishi UFJ Trust and Banking Corporation 6,5 (Note) /5/ /5/ 16th Series Unsecured Corporation Bond (10 years) 1,500 0.89% 2015/11/26 | 2025/11/26
Sumitomo Mitsui Trust Bank, Limited 17th Series Unsecured Corporation Bond (10 years) 2,000 0.34% | 2016/8/30 | 2026/8/28
Sumitomo Mitsui Bankllng QOrPoratlon, Mizuho Bank, Ltd. 18th Series Unsecured Corporation Bond (10 years) 2,000 0.49% 2017/1/31 2027/1/29
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 6,500 0.70% 2015/5/29 2022/5/31
Mitsubishi UFJ Trust and Banking Corporation ! (Note) Total 28,000

Sumitomo Mitsui Trust Bank, Limited
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I 3-10 Unitholders breakdown (As of January 31, 2017)
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| Unitholders breakdown

<Number of unitholders> <Number of investment units>

) " Other domestic
] F|r!an<;|al corporations B Foreign M Individuals
|nst|tutlor_lS_ 1.7% M Foreign corporations 6.4%
(Incl. secgrltl)es corporations and individuals
o companies and individuals 19.3%
k<] 1.2% 1.8% 3%
o
a Other
- domestic
‘!i') corporations
~ 17.4%
Y
o
©
u‘i Financial
L institutions
B Individuals (Incl. securities
95.4% companies) (Investment
56.99% trust 39.4%)
) ~ Other domestic
Financial  corporations B Forei
institutions 1,79 W Foreign oroorations  m Individual
(Incl. secqutles corporations arﬁd ﬁﬂdiiidu:ls : El,vé,;:a S
go] companies) and individuals 1.6 ?
-8 1.2% 1.9% *
(&)
a Other
= domestic
5 corporations
~ 17.8%
Y
o \
'c %
c Financial \
w M Individuals institutions ‘\
Incl. securitie
95.2% ( cgmf)acnl?gsl) s (Investment
54.19% trust 37.3%)

| Top 10 unitholders

Rank Name ’::?Qfﬁ;g Ratio
L Ty 416,799 | 23.8%
2 |Mori Building Co., Ltd. 262,772 |15.0%
e e s 150,356 | 8.6%
4 '(I'_Ir_lsjsl\zaasct:oru'll"]r:)st Bank of Japan, Ltd. 145,225 8.3%
S e toss scongy? < 1 64,745 | 3.7%
6 |STATE STREET BANK AND TRUST COMPANY 505012 27,919 | 1.6%
7 |Nomura Securities Co.,Ltd. Proprietary account 27,070 1.5%
8 E;I’(QLEP_?'I'S%ESEZ'BgANK-W EST PENSION FUND CLIENTS- 18,636 | 1.1%
9 |THE BANK OF NEW YORK MELLON SA/NV 10 18,370 | 1.0%
10 |JP MORGAN CHASE BANK 385632 17,857 | 1.0%
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4. Business environment recognition & MHR’s policy/strategy
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|4—1 Business environment recognition

HILLS REIT

Real estate market / Lending attitude Interest rate trends / Macro environment

B Low vacancy rates and gradual increase of rents of office
buildings in central Tokyo is ongoing.
(Forecast of Office Market Trends Research Committee for Tokyo’s five
central wards)
= Vacancy rate (forecast): 3.7% in 2016 — 4.0% in 2018
= Rent index (forecast): 111 in 2016 — 117 in 2018

® Although cap rates remain at historically low levels,
the rate of decrease seems more moderate.
(Japan Real Estate Institute’s "The Japanese Real Estate Investor Survey”)
= Class A buildings in Marunouchi
Cap rate: 3.4% in April 2016 — 3.3% in October 2016

B Lending attitude toward the real estate industry continues to
be highly positive.

B Long-term interest rates remain low due to the monetary
easing policy and the core CPI rate of increase is at a low level.
= 10-year bond rates: +0.050% (February 28, 2017)
= Core CPI: +0.1% (January 2017)

m In the July 2016 preliminary business conditions composite
index, the leading index was at 105.5 (0.6 PT increase from previous
month) and the coincident index was at 114.9 (0.7 PT decrease from
previous month). There seems to be an improvement trend before
and after the US presidential election.

m The growth of money stock is limited.
The issue of wage increases can be seen from the consumer

confidence survey and the monthly labor survey. Future trends
will be scrutinized.

fl Rents of office buildings in central Tokyo are forecast to \
continue moderate rise for the time being, but as the
supply increases, the rate of rent increase may gradually

moderate.
® Cap rates remain at low levels and sufficient attention is
\ required for acquisition pricing. /

fl There seems to be an improvement trend in the global \
business sentiment, but caution should be exercised as
there are also instability factors.
B Interest rate level is expected to remain low for the time
being partially due to the introduction of the yield curve

\ control policy by the Bank of Japan. /

Continues to "MHR’s policy/strategy” on the next page

37



H
JJ

I
)
)

| 4-2 MHR'’s policy/strategy

H1LLS BEIT

External growth [k Target premium properties in Central Tokyo and aim for annual external growth of 30 billion to 50 billion yen
policy by best utilizing sponsors’ pipeline. (Set target yield at the upper 3% range for NOI-based yield and 3.0% or higher
for after-depreciation-based yield.)

Focus on portfolio size expansion in order to further enhance stability and liquidity as an investment
corporation while also considering disposition depending on conditions.

T - -wv*'-, PR |

Internal growth Steadily achieve the revision of pass-through type properties with rent increases while maintaining the ratio
policy of the fixed rent master leases at current level.

/
)

Properly implement office property repairs as necessary and conduct value-enhancement renovation for
residential properties if such is judged to be cost-effective (there are no office properties that require large-scale
renewal in terms of building age or competitiveness).

Financial

Target LTV (book value basis) in the mid 40% range (though it may temporarily exceed the target level as
manag_ement necessary) in order to secure property acquisition capacity while maintaining a durable position for times of
policy economic slowdown.

s B Target average remaining duration of debt of 4 years or longer, and gradually increase the fixed rate ratio at
§ the appropriate timing.

\l Seek to raise ROA by utilizing free cash for property acquisition rather than reserving it more than necessaryj

O T NI B BN, 1 TR e R ;ﬁ:ﬁ AN e

-"f ‘ B Promote portfolio size expansion while maintaining an asset quality level that is one of the
best in the industry and aim for continuous improvement of dividends and NAV per unit
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|4-3 Market-related information (1)
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| Change in rent and vacancy rate of office buildings (Tokyo's five central wards)
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| New supply space for office buildings (Tokyo’s five central wards)

(thousand/tsubo)
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____________________________,
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«@= Rent index
«@= Vacancy rate

(Source)

Prepared by the Asset Manager based on the
“Autumn2016 Office Rent Forecast in Tokyo, Osaka
and Nagoya (2016-2020, 2025)” by

the Office Market Trends Research Committee
(Japan Real Estate Institute and Miki Shoji

Co., Ltd.).

(Note)

The rent index targets large and medium buildings
(standard floor area of 100 tsubo or more) in
Tokyo's five central wards. The rent index is
rebased to 100 as of 2010.

(Source)

Prepared by the Asset Manager based on the
“Autumn 2016 Office Rent Forecast in Tokyo, Osaka
and Nagoya (2016-2020, 2025)” by

the Office Market Trends Research Committee
(Japan Real Estate Institute and Miki Shoji

Co., Ltd.).
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| Change in rents and vacancy rates of luxury housing (Minato ward)

(yen/tsubo) (%)
26,000 14.0 Avg. rents of Minato ward
24,000 120 -—=@-=—Avg. vacancy rates of Minato ward
) , (Source)
22 000 Minato Ward’s average Prepared by the Asset Manager based on Ken Real

vacancy rate over past 10.0 Estate Investment Advisors’ “Ken Residential
10 years: 8.7% Market Report” included in real estate appraisal
20,000 [~ L e e T O reports by Japan Real Estate Institute regarding

6.7% 1 8.0 properties held by MHR.
18,000 (Note)
{ 6.0 Data is based on rental housing with monthly rent
16,000 k- of 300,000 yen or more or exclusive floor area of

30 tsubo or more.
{ 4.0 "Avg. rents of Minato ward” is the contracted rent
14,000 | including the management fee.
In the case of years, “Avg. vacancy rates of

o
2 = 2.0 Minato ward” is the average of the relevant year’s
12,000 L N January to March, April to June, July to September
© — and October to December figures, and “Avg. rents
10,000 ' . ' ! ! ' ! L . . L . : 0.0 ©f Minato ward” is the annual average.
03 04 05 06 07 08 09 10 11 12 13 14 15 16
| Change in number of foreign residents in Minato ward
(people)
24,000 mmmm No. of foreigners registered under the
Ministry of Justice
Method for foreigner - ; . .
registration was revised in The population of the Basic Resident Register
22,000 2012 impacting head count (Source)
Prepared by the Asset Manager based on “Number
of registered foreign residents” prepared by
Statistics Division Bureau of General Affairs of Tokyo.
20,000 d
H (Note 1)
3 “Number of foreign residents” was the number of
1 foreigners registered under the Ministry of Justice
gooo - FE 0 L L B L e until 2012. However, as the foreigner registration
system was abolished based on revision of the law,
the figure is the population of the Basic Resident
Register. Therefore, the data may not be consistent.
16,000 I
o (Note 2)
o Numper of foreign residents as o_f January 1 of each
14,000 — year is used for the year-based figures.
03 04 05 06 07 08 09 10 11 12 13 14 15 16 17
01
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|4—5 Market-related information (3)
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| Change in return on real estate investment

(%)
6.5

6.0% 6.0% 6.0%  6.0% 5 9% —e— Cap rate of class A office buildings
6.0 r @ N i e alie alie il il D RS- (Marunouchi and Otemachi)

®_5.5% ’ oS 36%
/ <
55 1 - 5.3% , o 53%
o  J ® —=e— Expected cap rate of class A office
50 5.0% . i.O /f. 48% 7 S e \5".0% 4.9% buildings (Marunouchi and Otemachi)
: S s ~e-e
4.5% 4.5%

4.5 = ® - Expected cap rate of high-end

4.5% 4.0% multifamily residences (high-rise)
4.0 4.2% 4.2% 4.2% 4.2%

3.8% 3.7%
(Source)
3.5 Prepared by the Asset Manager based on
3.5% 3.5% 3.5% “The Japanese Real Estate Investor Survey” by the
3.3% Japan Real Estate Institute.

3'0 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct. Oct.

2004 2005 2006 2007 2008 2009 2010 2011 2012

| Change in real estate transaction amount

(billion yen)
, + 25
+ 20
5,000 + 15
+ 10
4,000 +5
+0
3,000 A5
A 10
2,000 A 15
A 20
1,000 A 25
A 30
0 A 35

FY FY FY FY FY FY FY FY FY FY FY FY 1H
04 05 06 07 08 09 10 11 12 13 14 15 16

(Source) Prepared by the Asset Manager based on the “Real Estate Transaction Survey”
(Estimated amount of domestic real estate transactions publicized by listed
companies) by the Urban Research Institute.

2013 2014 2015 2016

| Lending attitude DI (real estate industry)

Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar.
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16

(Source) Prepared by the Asset Manager based on “National Short-Term Economic
Survey on Enterprises in Japan” by the Bank of Japan. Difference between
the proportion of firms feeling the lending attitude to be accommodative
less firms feeling the lending attitude to be restrictive.
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|4—6 Market-related information (4)

HILLS REIT

| Change in 10-year bond interest rates
(%)
1.0
0.9
0.8
0.7
0.6
0.5
0.4
0.3
0.2 r
0.1
0.0
A 0.1
A 0.2
A 0.3
A 0.4

(Source)
Prepared by the Asset Manager based on
Thomson Reuters.

Jan. Jan. Jan. Jan. Jan.
2013 Apr. Jul. Oct. 2014 Apr. Jul. Oct. 2015 Apr. Jul. Oct. 2016 Apr. Jul Oct. 2017

| Change in core CPI (year-on-year comparison)

(%)
+ 2.0
+1.5% . .
+1.5 Based on figures excluding the
direct effects of the consumption
+1.0 - tax rate increase
(Source)
Prepared by the Asset Manager based on
+0.5 “Consumer Price Index” by Statistic Bureau,
+0.0% +0.0% +0.1% Ministry of Internal Affairs and
”e ’ ’° Communications and “Economic Statistics
+ 0.0 Monthly” by the Bank of Japan.
A0.1% A 0.1% (Note)
A05 F 0 Figures from April 2014 to April 2015 are
A 0.4% 4 0.4% A 0.4% derived on “the basis of excluding the direct
A 0.5% impact of the consumption tax rate increase”
A 1.0 (Bank of Japan’s “Economic Statistics Monthly”).

Jan.  Apr. Jul. Oct. Jan.  Apr. Jul. Oct. Jan.  Apr. Jul. Oct. Jan.  Apr. Jul. Oct. Jan.
2013 2014 2015 2016 2017
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|4-7 Market-related information (5)
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)

HILLS REIT

| Business conditions composite index
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114.0
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|Money stock (M3: year-on-year comparison)

(%)

+4.0
+3.8
+3.6 |
+3.4
+3.2
+3.0
+2.8
+2.6
+2.4

+2.2 #2.3%

+3.5%

+3.5%

+2.0
Jan.
2013

Oct. Jan.
2014

Apr. Jul.

Apr.

Oct. Jan.
2015

Jul.

Jul. Oct. Jan. Jul.
2016

Apr. Apr.

Oct. Jan.
2017

January 2017 figures are
based on preliminary data

-=@= | eading index
«=@-=Coincident index

(Source)

Prepared by the Asset Manager based on the
“Business Conditions Composite Index” by
the Cabinet Office.

(Note)
The index is rebased to 100 as of 2010.

(Source)
Prepared by the Asset Manager based on “Money
Stock Statistics” by the Bank of Japan.
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|4—8 Market-related information (6)
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HILLS REIT

| Total cash earnings

(%)
+ 3.0

+ 2.0

+1.0

+ 0.0

A1.0

A 2.0

A 3.0

A 4.0

A 5.0

% +0.7% +0.8%
i +0.2% +0.4% +0.6% o © +0.5%
+0.0% A0.1% +0.0%+0.0%
A 4.0%
Jan.  Apr. Jul. Oct. Jan.  Apr. Jul. Oct. Jan.  Apr. Jul. Oct. Jan.  Apr. Jul. Oct. Jan.
2013 2014 2015 2016 2017

| Consumer confidence survey

53

51

49

47

45

43

41

39

37

35

52.2

January 2017 figures are
based on preliminary data

@@= Nominal
== Real

(Source)

Prepared by the Asset Manager based on “Monthly
Labour Survey (establishments with 5 or more
employees)” by the Ministry of Health, Labour and
Welfare.

—@=— Employment
—=@=Consumer confidence index

«=@-=Income growth

(Source)

Prepared by the Asset Manager based on
“Consumer Confidence Survey” by the Cabinet
Office.
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