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Tackle the Macro; Get a Room with a View for '22 - Multifamily, Gaming, Hotels, Senior Housing

As we close in on year-end 2021 earnings season and begin to lay the foundation for the year ahead, the REITs may have more
hurdles to clear after outperforming in 2021, as we expected. Broadly speaking, we are optimistic about the underlying fundamentals of
most asset classes as the pandemic fades and amenities open permanently, but worry about the macro environment's influence on the
income-oriented REIT model -- namely inflation, interest rates and taxes. As such, we see competing forces at play for the US REITs,
and conclude the potential for REIT outperformance this year doesn't appear as glaringly obvious to us as it did at this point, last year.
Relatively unexciting and in-line performance with the S&P 500 Index is our call for 2022. That being said, we lay out a more sanguine
view of the macro landscape as it relates to the US REITs below, particularly during the second half of 2022. Our "elevator pitch"
on each of the seven property sectors we have under coverage starts on Page 3 (Multifamily, Healthcare, Office, Industrial, Gaming,
Ground Leases, and our most recent addition, Hotels). We see no disaster scenarios, but like multifamily, gaming and hotels the most.

The REIT Tug of War
On the positive side, there is the continuation of the reopen trade as we assume the current situation involving the highly contagious
Omicron variant will soon fade, perhaps coinciding with the approach of warmer weather. There will likely be more infection waves in the
future, but we think each body blow makes us stronger, overlayed by a rapidly improving scientific response and a society that is ready
to file COVID-19 away as another fact of life. We expect "pandemic" to be replaced with "endemic" during 2022, leading to a permanent
revitalization of most urban economies across the US -- a "catch-up" motif relative to the largely-recovered Sunbelt region. On the concern
side is the macro response to over $5 trillion of stimulus (combined in 2020 and 2021), taking the form of rising inflation and the Fed's
obligatory hawkish response to raise interest rates. In our view, the real surprise is that anyone is surprised by inflation temporarily arising
from unprecedented levels of stimulus. Regardless, the REITs may be up against an environment of tightening monetary and fiscal policy
at least in the near-term -- the latter tied to the fact that the Fed's expanded balance sheet financed the entirety of the federal relief. Even
assuming President Biden's Build Back Better bill doesn't make it to the finish line (in whole or in part), which was expected to be financed
in part with a higher corporate tax rate, we think a fiscal response to the deficit will ultimately be required.

Monetary Policy: Interest Rates and the Fed; A Significantly Higher 10-year Rate is No Sure Thing
Behind the Fed's current roadmap of three (or more) rate hikes in 2022 is GDP growth remaining elevated (4%+) throughout the year. If
that does come to fruition, elevated inflation pressures could stay stubbornly high, resulting in rate inceases continuing through the entirety
of the year. The first half of the year appears more in the bag to us, and most economists expect the Fed to increase short-term rates in
both March and June. However, our Tokyo-based Chief Economist Junichi Makino pointed to the US reaching a fiscal cliff in 2022 -- (in
our words) the withdrawal of government support provided during the pandemic which created fiscally-fueled wealth (more savings, less
demand) that shouldn't repeat in 2022. Overlay that observation with declining global growth (China) and a slowing US housing market (tied
to inflation), we think the second half of the year is less visible from a GDP growth perspective. To the extent GDP growth does decelerate
in the back half of the year, tight labor markets could loosen, leading to 2022 CPI falling closer to the 2% target (current Fed expectation
is 2.6% by the end of 2022). Meanwhile, improvements to the global supply chain could also contribute to inflation normalizing sooner
than expected. Any combination of these events may mean less need for additional interest rate hikes later in the year. The impact at the
longer end of the yield curve (the 10-year Treasury is most important to the REITs) involves more variables to decipher, but the bottom
line is it is far from certain that we will be looking at a major increase from where the 10-year sits today (1.79%). As the debate around
interest rates plays out in the near-term, REIT stocks may ebb and flow with the prevailing point of view. In the interim period (aka, now),
REITs as an inflation hedge may finally be tested, with shorter-duration lease terms being the best equipped to pass along rising costs.

Fiscal Policy: Higher Taxes Should Be Good for REITs (Relatively Speaking)
During the first quarter of FY2022, the US racked up a $378 billion deficit, which is down 34% from the same period last year. That's
obviously a good thing, although we nevertheless think the current federal debt level of $28 trillion will still need to be addressed. We
would argue some of the forces creating this condition were necessary (pandemic stimulus) while others were not as obvious (the 2017
tax cut). Still, we think something will need to be done to alter the direction of the national debt, and most likely through higher taxes. As
we wrote last year, higher taxes would seem to benefit the REITs relative to equities in general. For example, a partial reversal of the 2017
corporate tax cut could be a win for the REITs, which for the most part, don't pay such taxes. Alternatively, stunting economic growth from
higher personal income taxes could cause generalist investors to appreciate the income orientation of the REITs a bit more at the margin.
There are plenty out there that still think of REITs as bond/equity hybrids.

Click to View the Full Report for our 2022 REIT Property Sector Comments
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Figure 1. Current SMBC Nikko US REIT Coverage Universe (31 stocks) 

 
 

Source: FactSet, Company reports, SMBC Nikko Securities America, Inc.  (1) Stock Ratings: OP=Outperform; N=Neutral; UP=Underperform. 

 

REIT Property Sector Strategies for 2022 

 The pendulum swung wide during the pandemic, leading to levels of stock volatility that would have been hard 

to imagine prior to their onset. Given that the future of the macro environment will be a direct consequence of 

this unprecedented environment, the question is if equally unimaginable change should also be contemplated for 

interest rates, inflation, etc. As discussed above, we think order will be restored sooner rather than later, 

contributing to our balanced perspective on the REITs for 2022, after outperforming the S&P 500 by over 

1,400bps on a total return basis last year. 

That being said, a range of outcomes at the property sector level will be top of mind as we enter 4Q21 earnings 

season: 1) For investors expecting inflation to remain high through 2022, shorter lease duration asset classes 

may make the most sense (Hotels, self-storage, senior housing, single-family rental); 2) If a spike in long-term 

interest rates becomes the thesis, growth sectors less hinged to big dividend yields may jump to the front 

(industrial, multifamily); or 3) If fundamentals will drive the story, play the recovery (office and retail). A Venn 

Diagram of these and other scenarios provide the underpinnings to our sector and stock calls for 2022 discussed 

in detail below. 

  

(1) YTD Price Upside/ '22 AFFO

Stock 1/14/2022 Price Target Downside Div. Payout 22 AFFO 2022E NAV Prem/ 2022E NAV Prem/

Company Ticker Rating Price Chg (PT) to PT Yield Ratio NAV 2021E 2022E 2021E 2022E Growth AFFO (Disc) AFFO (Disc)

Multifamily REITs

Apartment Income REIT Corp AIRC OP $54.50 -0.3% $63 15.6% 3.2% 85.8% $44.47 $0.86 $2.36 $1.88 $2.12 12.8% 25.7x 22.6% 29.7x 41.7%

AvalonBay Communities AVB OP $248.68 -1.5% $270 8.6% 2.6% 75.0% $217.99 $8.08 $9.17 $7.42 $8.45 13.9% 29.4x 14.1% 32.0x 23.9%

Camden Property CPT N $165.59 -7.3% $173 4.5% 2.0% 60.3% $135.51 $5.37 $6.16 $4.70 $5.44 15.7% 30.4x 22.2% 31.8x 27.7%

Equity Residential EQR N $90.83 0.4% $92 1.3% 2.7% 80.0% $78.22 $3.00 $3.28 $2.58 $2.89 12.0% 31.4x 16.1% 31.8x 17.6%

Essex Propery ESS N $343.96 -2.3% $370 7.6% 2.4% 65.6% $296.68 $12.86 $13.69 $11.29 $12.54 11.1% 27.4x 15.9% 29.5x 24.7%

Mid-America Apartments MAA N $215.11 -6.2% $215 -0.1% 2.0% 61.0% $157.52 $7.04 $7.65 $6.28 $6.93 10.4% 31.0x 36.6% 31.0x 36.5%

UDR, Inc. UDR OP $58.58 -2.4% $64 9.3% 2.5% 69.5% $46.38 $1.93 $2.27 $1.83 $2.08 13.7% 28.2x 26.3% 30.8x 38.0%

Healthcare REITs

Healthpeak Properties PEAK OP $36.08 0.0% $41 13.6% 3.3% 80.1% $31.08 $1.12 $1.74 $1.38 $1.52 10.1% 23.7x 16.1% 27.0x 31.9%

Healthcare Realty HR N $31.46 -0.6% $35 11.3% 3.8% 83.8% $32.29 $1.70 $1.83 $1.37 $1.49 8.8% 21.1x  (2.6%) 23.5x 8.4%

Healthcare Trust of America HTA N $32.78 -1.8% $35 6.8% 4.0% 85.3% $30.26 $1.76 $1.84 $1.48 $1.56 5.4% 21.0x 8.3% 22.4x 15.7%

LTC Properties LTC N $36.70 7.5% $34 -7.4% 6.2% 88.5% $28.29 $2.21 $2.47 $2.37 $2.52 6.3% 14.6x 29.7% 13.5x 20.2%

National Health Investors NHI N $60.59 5.4% $55 -9.2% 5.9% 76.6% $52.66 $4.67 $4.93 $4.67 $4.78 2.4% 12.7x 15.1% 11.5x 4.4%

Omega Healthcare OHI N $31.63 6.9% $31 -2.0% 8.5% 87.6% $28.99 $3.00 $3.19 $3.21 $3.07  (4.4%) 10.3x 9.1% 10.1x 6.9%

Sabra Health Care SBRA OP $14.31 5.7% $17 18.8% 8.4% 74.6% $16.04 $1.27 $1.78 $1.54 $1.67 8.4% 8.6x  (10.8%) 10.2x 6.0%

Ventas VTR N $52.93 3.5% $55 3.9% 3.4% 72.5% $46.42 $2.71 $2.76 $2.43 $2.31  (4.9%) 22.9x 14.0% 23.8x 18.5%

Welltower WELL OP $87.51 2.0% $95 8.6% 2.8% 75.8% $59.70 $2.91 $3.69 $2.82 $3.26 15.6% 26.8x 46.6% 29.1x 59.1%

Industrial REITs

Duke Realty DRE N $59.81 -8.9% $59 -1.4% 1.9% 67.2% $43.95 $1.67 $1.91 $1.52 $1.68 10.5% 35.6x 36.1% 35.1x 34.2%

EastGroup Properties EGP UP $207.51 -8.9% $178 -14.2% 2.1% 85.1% $142.27 $6.05 $6.45 $4.71 $5.05 7.2% 41.1x 45.9% 35.2x 25.1%

First Industrial FR N $62.41 -5.7% $63 0.9% 1.7% 60.2% $49.24 $1.97 $2.13 $1.64 $1.79 9.1% 34.9x 26.7% 35.2x 27.9%

Terreno Realty TRNO N $77.70 -8.9% $76 -2.2% 1.8% 89.0% $54.49 $1.72 $1.91 $1.35 $1.52 12.6% 51.1x 42.6% 50.0x 39.5%

Office REITs

Alexandria Real Estate ARE OP $210.28 -5.7% $232 10.3% 2.2% 67.8% $250.27 $7.76 $8.42 $6.59 $7.18 9.0% 29.3x  (16.0%) 32.3x  (7.3%)

Boston Properties BXP OP $125.08 8.6% $134 7.1% 3.1% 76.0% $137.49 $6.59 $7.09 $4.43 $4.95 11.7% 25.3x  (9.0%) 27.1x  (2.5%)

Corporate Office Properties OFC OP $27.93 -0.1% $34 21.7% 3.9% 59.5% $32.53 $1.75 $2.37 $1.77 $1.87 5.6% 14.9x  (14.1%) 18.2x 4.5%

Douglas Emmett DEI N $35.31 5.4% $35 -0.9% 3.2% 65.3% $39.31 $1.87 $2.08 $1.60 $1.73 8.1% 20.4x  (10.2%) 20.2x  (11.0%)

Hudson Pacific HPP N $26.24 6.2% $28 6.7% 3.8% 65.4% $43.32 $1.98 $2.15 $1.39 $1.50 7.9% 17.5x  (39.4%) 18.7x  (35.4%)

Gaming REITs

Gaming and Leisure Prop. GLPI OP $44.64 -8.3% $54 21.0% 6.0% 75.0% $45.74 $3.35 $3.40 $3.47 $3.56 2.6% 12.5x  (2.4%) 15.2x 18.1%

MGM Growth Properties MGP N $38.62 -5.5% $42 8.8% 5.4% 78.4% $36.91 $2.34 $2.35 $2.54 $2.65 4.3% 14.6x 4.6% 15.8x 13.8%

VICI Properties, Inc. VICI OP $28.54 -5.2% $34 19.1% 5.0% 74.6% $30.18 $1.76 $1.99 $1.80 $1.93 7.2% 14.8x  (5.4%) 17.6x 12.7%

Ground Leases

Safehold, Inc. SAFE OP $70.60 -11.6% $95 34.6% 1.0% 72.1% $78.14 $1.44 $1.79 $1.03 $1.36 32.0% 51.9x  (9.6%) 69.9x 21.6%

Hotel REITs

Host Hotels & Resorts HST OP $17.94 3.2% $20 11.5% 0.0% 0.0% $25.63 $0.51 $1.05 $0.35 $0.83 137.1% 21.6x  (30.0%) 24.1x  (22.0%)

Park Hotels and Resorts PK OP $19.44 3.0% $21 8.0% 0.0% NA $26.66 ($0.61) $1.39 ($0.80) $1.03  (228.8%) 18.9x  (27.1%) 20.4x  (21.2%)

US REIT Weighted Avg (RMZ) $1,513.51 -4.0% 2.7% 69.0% 4.0% 25.1x 8.1%

ESTIMATES: SMBC Nikko Securities America, Inc. Current Valuation PT Valuation

FFO AFFO
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Figure 2. US REITs (RMZ) vs. S&P 500 Index; Full-Year 2021 Total Returns 

 
 

Source: FactSet. 

Multifamily: Growth to Appear in the Box Score (Our Favorites: AIRC, AVB, UDR) 

We remain upbeat on the multifamily sector for 2022 given the foundation for growth that was set last year. The 

acceleration of renewal and new lease rate growth, primarily in the back half of 2021, should serve as a feeder 

to same store growth during 2022. The leasing statistics were at levels we have not seen in our career, at times 

topping 20% – particularly in the red states of the Sunbelt where government restrictions have been far less 

onerous. Despite the rapid recovery of market rents, leasing stats don't make it to the center stage nearly to the 

degree of same store results. As such, the fruits of the REITs' labor last year should allow management teams to 

provide highly-visible guidance for internal growth near or above double-digits, in our view. 

While the latest wave of COVID-19 infection rates may prompt companies to set beatable (i.e., conservative) 

forecasts out of the gate, we expect REITs to communicate a very positive message that also suggests a beat/raise 

type of year. Separately, Reis data (Figure 3) points to declining units delivered in 2021 versus 2020 and 2019, 

which should allow demand to continue to grow unencumbered by supply for now. We think AIRC, AVB and 

UDR approach the business from different angles, but combine to provide a mix of urban, suburban/Sunbelt, 

and a range of price points and external growth strategies, that create an attractive risk/return balance. 

Figure 3. Multifamily US Supply and Demand 

 
 

Source: Reis. 
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Healthcare: Senior Housing Holds the Key (Our Favorites: PEAK, SBRA, WELL) 

As has been the case throughout the pandemic, the performance of the senior housing sector (and to a lesser 

extent the skilled nursing sector), will largely dictate the direction of the healthcare REITs overall during 2022. 

The year begins with work to be done at the tenant level for many of the REITs, as the pandemic levied a major 

body blow to facilities in the business of caring for the elderly. This was particularly true on the senior housing 

side which did not receive nearly as much stimulus support as skilled nursing operators. Assuming the REITs 

navigate the current wave of Omicron infection with a manageable step backwards (higher costs, decelerating 

occupancy gains, etc.), we think the future could become increasingly bright as both senior housing and SNFs 

return to a steady occupancy recovery story during the spring. Using recent history as our guide, and with various 

business updates showing surprising senior housing occupancy resilience during 4Q21, we remain selectively 

upbeat on the senior housing and skilled nursing rebound. 

Figure 4. Senior Housing Sequential Occupancy Changes (Average of VTR and WELL) 

 
 

Source: Company Reports, SMBC Nikko Securities America, Inc. 

Meanwhile, life science (which we think is more tethered to the office sector) looks to be on solid footing despite 

questions being raised more broadly on Biotech (XBI ETF down about 40% over the past 11 months), as supply 

has yet to disrupt a continuation of market rent growth. Medical office (MOBs) may have a brief pause in elective 

procedures as Omicron filters through the system, but we see nothing to disrupt the highly visible cash flow and 

accelerating transaction marketplace (and declining cap rates) that framed the story last year. PEAK is the anti-

senior housing story, WELL is the pro-senior housing story, and SBRA is the deep discount that will likely 

recover as the world around it stabilizes. 

Office: Find Your Niche (Our Favorites: ARE, BXP, OFC) 

Generally speaking, the debate on the office sector continues to center around the pace of the return to work and 

what that means for the longer-term demand profile for office utilization. Through the pandemic, tenants 

generally stayed current on rent payments, with eviction moratoriums (e.g., California) and variable revenue 

streams (ground floor retail, parking) creating some noise around the fringes. We continue to believe the office 

REITs will trade on the present tense recovery, and not some abstract vision of where demand will ultimately 

land years from now – no one knows the latter, so stock implications will be minimal, in our view. Last quarter, 

we started to see signs of life from a census point of view, most notably from DEI which estimated up to 70% 

of its West LA tenants were physically in their space again (up from about 45% for the previous quarter). That 

is just one market that doesn't rely on mass transit and involves very small tenants (all atypical for other CBDs). 

We believe US office utilization had been improving modestly, ranging 20% to 50% depending on the market. 
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With Omicron taking hold during 4Q21, we would expect to hear all REIT census taking a step backward, but 

the DEI observation at least provided a glimpse of what could happen more broadly to the office sector over 

time. We think census and office demand is likely to surprise to the upside over the course of 2022, and if the 

direction of cap rates is any indication, we aren’t alone in that thesis. Office remains a competitive landscape. 

Figure 5. Office Cap Rates (US) 

 
 

Source: Reis. 

As the market starts to sober up from the Omicron spread, coinciding with the expiration of eviction moratoriums 

in more liberal areas of the country, it is possible we will see a short-term hiccup in office demand. That is, 

tenants that grew accustomed to not paying rent may actually leave for cheaper alternatives, while others rethink 

space planning as a fourth wave of infection may convince some that COVID-19, and by extension greater 

dependency on work-from-home, is here to stay. As such, playing the conventional/cookie-cutter office model 

may be a laggard in 2022. For our part, we bookend our office REIT call with high quality/Class A on one end 

(Outperforms on ARE and BXP) and ultra-cheap and niche play at the other end (Outperform on OFC).  

 ARE’s life science business saw some rotation away last year, perhaps a victim of its own past success. 

We expect investors to return to ARE as means to safely satisfy office exposure. We view the company 

as a rare combination of both internal and external growth and has shown to be a top-tier NAV producer 

over the past several years. The only problem is investors may be “full” the stock. 

 BXP’s coastal/urban footprint and bellwether status invites investor confidence, in our view. With the 

exception of San Francisco, we expect cities to come back to life in a more permanent way in 2022, 

while a flight to quality may allow BXP to standout despite the potential for an office step-back at the 

outset of the year. The 9% FFO growth in BXP’s already published 2022 guidance (excluding debt 

extinguishment in 4Q21) is mainly tied to the recovery of variable income and development deliveries. 

 OFC has become increasingly predictable from an internal growth perspective. While the company is 

not structured to produce outsized same store performance given that its main tenants are either the 

federal government or contractors that serve it, the platform continues to churn out development wins 

within its defense/IT niche. We assume a discount valuation in our thesis, but not to the degree the 

market currently assigns. Separately, President Biden’s $770 billion defense bill (surprisingly high) 

lends more support to the OFC narrative, in our view. 

Industrial: The Silver Spoon Sector (No Outperform Ratings) 

Our cautions thesis on the industrial REITs has been a thorn in our side for three years but has never been based 

on a negative fundamental call. The explosion of ecommerce during the pandemic, which essentially fueled a 
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pre-existing fire of demand, clearly presents itself in Figure 6. The growth engine for the industrial REITs is 

tethered to tenants that are price insensitive (rents are small relative to the total operating expense stack), which 

has contributed to market rents continuing to grow in the double-digits. Meanwhile, very low unemployment 

and government stimulus has pushed ecommerce retailers, 3PLs and others to expand their distribution platforms 

to accommodate elevated US consumer demand. Even the global imbalance of consumption (US far-exceeding 

Europe, China, etc.) that has snarled the supply chain may have actually benefited the US industrial REITs 

incrementally more, on the view that the inefficiencies of the flow of goods has made warehouse space even 

more scarce (and hence, more valuable). It seems the US REITs can do nothing wrong! 

Figure 6. Industrial US Supply and Demand 

 
 

Source: Reis. 

Our sense is the industrial/logistics business in the US is operating at a hyper-active level today, and we continue 

to see valuation risk to a sector that is being priced to perfection. Any amount of disruption to the business model, 

no matter how small, could spiral the stocks down. For 2022, we expect more of the same from the sector, 

meaning solid internal growth and increased dependency on development activity (given depressed cap rates on 

acquisitions). So far in 2022, the market has been a seller of the industrial REITs, although we are not suggesting 

investors should roll this short timeframe forward to the entire year. With the “Alcoa” of the REITs reporting 

this week, large-cap and bellwether Prologis (PLD, $152.74 not rated), a dose of optimism will probably come 

to the rescue (at least temporarily). However, the early 2022 performance thus far does indicate that the industrial 

REITs aren’t entirely sheltered from rotation risk. 

Gaming: Doesn’t Feel Like a Gamble for 2022 (Our Favorites: GLPI, VICI) 

Through the pandemic, the gaming REITs proved out the business model by putting to rest any question of how 

the group may perform during a recession. The result was a flow of new REIT shareholders and broader appetite 

to own the physical assets as private equity came a-calling. As we show in Figure 7, cap rate compression has 

clearly materialized, particularly in Las Vegas which saw its first sub-5% level (Cosmopolitan) last year. We 

have been happy to be a part of sector’s rise to prominence, having picked up coverage about two years ago.  
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Figure 7. Recent Casino Transaction Cap Rates (Real Estate Only) 

 
 

Source: Company Reports, SMBC Nikko Securities America, Inc. 

But with that has come even greater expectations, and we believe the group has delivered despite 

underperforming last year. Although the gaming REITs had a good year in 2021, up about 26% on a total return 

basis, that nevertheless underperformed the broader REIT performance of 40%+. In our view, the weight of 

transformational investment activity, most notably VICI’s planned merger with MGP and acquisition of the 

Venetian in Las Vegas, have been major pills to swallow and has weighed on relative stock performance since 

the August 2021 announcement (ultimately including the largest REIT secondary equity offering in history). 

These transactions now have to close, which takes time given the regulatory process associated with casino 

licensing, etc. We sense investors believe that there is unlikely to be much in the way of a new catalyst until that 

happens (first half of 2022), causing them to look elsewhere for alpha in the meantime. Meanwhile, GLPI has 

continued to grow accretively in its regional corner of the gaming business, having picked up new relationships 

that should produce repeat business going forward. 

Now up for debate is the issue of elevated inflation: 6.2%, 6.8% and 7.0% in October, November and December, 

respectively. The gaming REITs engage very long-term leases that escalate at approximately 2% per year. Many 

have CPI claw-back features, but the optics of inflation and otherwise fixed escalators may require extra analysis 

for the gaming REITs to outperform in 2022 (as we expect they will). First, as we stated at the outset, we expect 

inflation to come back to earth fairly quickly – what we are seeing today is a flash in the pan. Second, we don’t 

believe investors should isolate attention on the escalators, but rather bottom line FFO growth. To that end, these 

companies are designed to produce mid- to high-single digit earnings growth along these lines: 2% escalator + 

leverage = 4%; 4% + external growth = 5% to 7% FFO growth. As such, we see the inflation debate as moot 

when it comes to the decision to own or not own the asset class. In our view, we believe there is additional re-

rate upside to both VICI and GLPI as capital flows into the gaming space and as managements continue to 

creatively produce value-add upside through external growth channels. 

Ground Leases: Getting Bigger and Better (Our Favorite, the one and only SAFE) 

Speaking of long-term leases with 2% escalators, SAFE carries the same model but with lease terms of 100 years 

(the average remaining term for the portfolio is 90 years). Like the gaming REITs, SAFE also dials in CPI look-

backs into its leases but periods of mismatch are inevitable. Overall, we believe SAFE has done an extraordinary 

job educating the marketplace and growing the platform, having recently completed its 100th lease with a ground 

lease portfolio now at $4.5 billion. The stock produced dramatic outperformance in 2019 and 2020, but lagged 

last year and so far this year, which we again think is explained by inflation and interest rate risk. As inflation 

subsides and/or interest rate fears prove overblown, we would expect SAFE stock to regain lost attention. 
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Figure 8. SAFE Historical Transaction Volume (2017-2021) 

 
 

Source: Company Reports, SMBC Nikko Securities America, Inc.   

*Includes $500mm completed in 4Q21 but not officially announced, per Dec. 8 press release. 

Going forward, the most notable structural improvement could come from SAFE being reintegrated with iStar 

(STAR, $25.21, not rated) to eliminate the flawed externally-advised arrangement. The company hasn’t given a 

precise timeline on that event, as several dispositions at STAR (net lease portfolio, land assets, etc.) have to take 

place before a combination would make sense. However, the fact that management is already talking about it 

makes us think it will come sooner than expected. Finally, SAFE is looking at ways to monetize the unrealized 

capital appreciation (UCA), which is the value of the leasehold that sits atop its land that legal belongs to SAFE 

when the lease expires (on average, 90 years from now). Balancing a reasonable approach to the UCA without 

distracting investors away from the underlying business will be the key. For now, our eyes are set on the core 

ground lease business as the driver of the story during 2022. 

Hotels: Back to Business (Our Favorites: HST, PK) 

Our initiation of the hotel REIT sector last week started with two REITs that we believe have the potential for a 

strong turnaround over the coming year – HST and PK. Overall, we see a re-rate opportunity for the hotel REIT 

sector in general, on the view that business transient (BT) and group business will stage a comeback, on the heels 

of the leisure transient (LT) recovery that occurred last year. The HST portfolio is about 70% tied to BT and 

group, whereas PK is slightly lower at ~60% (both as of 2019). Somewhat equivalently, our call is also for a 

resurgence of urban US markets (consistent with our calls across our REIT coverage), which count on BT and 

group for their livelihood – although not entirely as LT demand also finds its way to markets like NYC and DC. 

Regardless, about 31% and 34% of the HST and PK portfolios, respectively, are located in urban centers. As we 

show in Figure 9, ADR and occupancy have shown signs of life as of 3Q21 but there remains much ground left 

to be made up. This can largely be explained by exposure to demand segments and geographies that have lagged 

thus far. While both REITs have their share of the relative strength in Sunbelt markets, RevPAR (ADR x 

Occupancy) remains 30%-40% below pre-pandemic levels. 
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Figure 9. Quarterly ADR and Occupancy  

HST                                                                                                              PK 

 
 

Source: Company reports, SMBC Nikko Securities America, Inc. 

While our positive thesis for an asset class known for its cash flow volatility even in the best of times, may 

require an elevated appetite for risk from Wall Street, it appears that Main Street is on board. According to Smith 

Travel Research (STR), monthly room supply troughed in April 2020 at 60.4% of pre-pandemic levels, in part 

driven by 15% or more of all US hotel rooms being closed at the time. However, room supply had already fully 

recovered by November 2021 at 101.9% of pre-pandemic levels. In our view, this recovery has been a function 

of room re-openings and the surprisingly fast LT recovery, but also ongoing construction activity. According to 

Lodging Econometrics, 108,332, 110,123 and 111,249 of room openings are expected for 2021, 2022 and 2023, 

respectively. So while we think demand has a window to recover during 2022 for the reasons cited above, we 

will be watchful for longer-term disruption from supply that sees the LT recovery like everyone else. 

Figure 10. US Hotel Room Supply, % of Pre-Pandemic (National and Selected Regions) 

Trough (April 2020)                                                                          November 2021 

 
 

Source: Smith Travel Research (STR). 
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Valuation & Risks
Apartment Income REIT Corp (AIRC)
Our price target assumes a 2022 AFFO multiple in the range of 30x, with secondary attention toward the valuation relative to our NAV
estimate. Should the company's growth prospects deteriorate over the course of the year, our price target may not be achieved.
Alexandria Real Estate Equities, Inc. (ARE)
Our price target assumes a 2022 AFFO multiple in the range of 31x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's development pipeline fall short of return expectations, our price target may not be achieved.
AvalonBay Communities, Inc. (AVB)
Our price target assumes a 2022 AFFO multiple in the range of 32x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's development pipeline fall short of return expectations, our price target may not be achieved.
Boston Properties, Inc. (BXP)
Our price target assumes a 2022 AFFO multiple in the range of 27x, with secondary attention toward the discount valuation relative to our
NAV estimate. Should the company's NOI bridge be delayed or fail to meet full expectations, our price target may not be achieved.
Camden Property Trust (CPT)
Our price target assumes a 2022 AFFO multiple in the range of 32x, with secondary attention is place on the valuation relative to our NAV
estimate. Should the company's growth profile deteriorate or if oil prices turn downward, our price target may not be achieved.
Douglas Emmett, Inc (DEI)
Our price target assumes a 2022 AFFO multiple in the range of 20x, with secondary attention toward the discount valuation relative to our
NAV estimate. Should the company's same store growth profile miss expectations, our price target may not be achieved.
Duke Realty Corporation (DRE)
Our price target assumes a 2022 AFFO multiple in the range of 35x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's growth profile begin to materially decelerate, our price target may not be achieved.
EastGroup Properties, Inc. (EGP)
Our price target assumes a 2022 AFFO multiple in the range of 35x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's growth accelerate during the year, our price target may prove conservative.
Equity Residential (EQR)
Our price target assumes a 2022 AFFO multiple in the range of 32x, with secondary attention is place on the valuation relative to our NAV
estimate. Should the company's same store growth decelerate during the year, our price target may not be achieved.
Essex Property Trust, Inc. (ESS)
Our price target assumes a 2022 AFFO multiple in the range of 30x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's same store growth fall short of expectations, our price target may not be achieved.
First Industrial Realty Trust, Inc. (FR)
Our price target assumes a 2022 AFFO multiple in the range of 35x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's development effort continue to beat expectations, our price target may prove too conservative.
Gaming & Leisure Properties, Inc. (GLPI)
Our price target assumes a 15x multiple on 2022 AFFO. Should the company's regional casino portfolio show additional challenges
beyond what is currently known, our price target may not be achieved
Hudson Pacific Properties, Inc. (HPP)
Our price target assumes a 2022 AFFO multiple in the range of 19x, with secondary attention toward the discount valuation relative to
our NAV estimate. Should the company's business require greater capital expenditures such that cash flow slows, our price target may
be achieved.
Healthcare Realty Trust, Inc. (HR)
Our price target assumes a 2022 AFFO multiple in the range of 24x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's growth profile fall short of expectations, our price target may not be achieved.
Host Hotels & Resorts, Inc. (HST)
Our price target is based on a 2022 AFFO multiple in the range of 23x-24x, with secondary consideration on NAV relative to its peers.
Risks to our price target include the lingering effects of the pandemic, the potential for new supply to come on line faster than expected,
and overall macro factors such as rising interest rates.
Healthcare Trust of America, Inc. (HTA)
Our price target assumes a 2022 AFFO multiple in the range of 22x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's same store growth fall short of expectations, or should our cap rate thesis cause NAV estimates
to fall, our price target may not be achieved.
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LTC Properties, Inc. (LTC)
Our price target assumes a 2022 AFFO multiple in the range of 13x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's tenant issues get resolved sooner than expected, our price target may prove too conservative.
Mid-America Apartment Communities, Inc. (MAA)
Our price target assumes a 2022 AFFO multiple in the range of 31x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's same store growth fall short of expectations and/or supply become a greater headwind, our
price target may not be achieved.
MGM Growth Properties (MGP)
Our price target assumes a 15x multiple on 2022 AFFO. Should the company fail to continue to diversify its Las Vegas/regional casino
portfolio, our price target may not be achieved.
Corporate Office Properties Trust (OFC)
Our price target assumes a 2022 AFFO multiple in the range of 18x, with secondary attention toward the discount valuation relative to our
NAV estimate. Should the company's development effort miss expectations, our price target may not be achieved.
National Health Investors, Inc. (NHI)
Our price target assumes a 2022 AFFO multiple in the range of 11x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's tenant issues get resolved sooner than expected, our price target may prove too conservative.
Omega Healthcare Investors, Inc. (OHI)
Our price target assumes an 2022 AFFO multiple of 10x with secondary consideration of NAV valuation. The extent to which OHI manages
the environment and its portfolio better (or worse) than current expectations could influence our price target in the future.
Healthpeak Properties, Inc. (PEAK)
Our price target assumes a 2022 AFFO multiple in the range of 27x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's same store growth fall short of expectations, our price target may not be achieved.
Park Hotels & Resorts, Inc. (PK)
Our price target is based on a 2022 AFFO multiple in the range of 20x-21x, with secondary consideration on NAV relative to its peers.
Risks to our price target include the lingering effects of the pandemic, the potential for new supply to come on line faster than expected,
and overall macro factors such as rising interest rates.
Safehold, Inc. (SAFE)
Our price target takes into account more of a fixed income perspective into the stock to reflect the uniquely visible cash flow of the company.
Should significant changes to US inflation or the economy disrupt the commercial real estate market, our price target may not be achieved.
Sabra Health Care REIT, Inc. (SBRA)
Our price target assumes a 2022 AFFO multiple in the range of 10x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's transformation process stall, our price target may not be achieved.
Terreno Realty Corporation (TRNO)
Our price target assumes a 25% premium to our NAV estimate, on an adjusted basis. Should the company fail to grow the platform
accretively over time, our price target may not be achieved.
UDR, Inc. (UDR)
Our price target assumes a 2022 AFFO multiple in the range of 31x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's same store growth miss expectations, our price target may not be achieved.
VICI Properties, Inc. (VICI)
Our price target assumes a 18x multiple on 2022 AFFO. Should the company's rent coverage ratio decline, our price target may not be
achieved.
Ventas, Inc. (VTR)
Our price target assumes a 2022 AFFO multiple in the range of 24x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's same store growth miss expectations, particularly within the RIDEA platform, our price target
may not be achieved.
Welltower, Inc. (WELL)
Our price target assumes a 2022 AFFO multiple in the range of 29x, with secondary attention toward the premium valuation relative to
our NAV estimate. Should the company's same store growth miss expectations, particularly within the RIDEA platform, our price target
may not be achieved.

DISCLOSURE APPENDIX

SMBC NIKKO refers to SMBC Nikko Securities America, Inc. (“SI”), a registered U.S. broker-dealer and member firm of FINRA and SIPC,
its affiliate SMBC Nikko Securities Inc., an unregistered broker-dealer located in Japan that is not a member of FINRA or SIPC, and their
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other affiliates, as applicable by law. To the extent a non-U.S. analyst(s) was involved in the preparation of this research report, whether
in whole or in part, he or she is not registered/qualified as a research analyst with FINRA. Any such non-U.S. analyst may not be an
associated person of SI and therefore may not be subject to FINRA Rule 2241 and 2242 restrictions on communications with a subject
company, public appearances and trading securities held in a research analyst account. By acceptance of this report, each investor agrees
that it will not distribute or provide this report to any other person.

ANALYST'S CERTIFICATION

The analyst, Richard C. Anderson, primarily responsible for the preparation of this research report attests to the following: (1) that the views
and opinions rendered in this research report reflect his or her personal views about the subject companies or issuers; and (2) that no part
of the research analyst’s compensation was, is, or will be directly related to the specific recommendations or views in this research report.
The analyst is not aware of any non-investment banking compensation paid to affiliates by the subject company(ies) in this report within
the last 12 months.

DISTRIBUTION OF INVESTMENT RATINGS
The following shows (1) the distribution of investment ratings for all SMBC Nikko coverage universe stocks and (2) the proportions of
stocks of each rating to which SMBC Nikko has provided investment banking (IB) services within the past 12 months (updated as of 18-
January-2022).

 1-Outperform 2-Neutral 3-Underperform 4-Others

(1) Companies under coverage 39 % 55 % 3 % 2 %

(2) IB relationships with the above covered companies. 37 % 32 % 14 % 57 %

Note: For the purposes of mandatory regulatory disclosures, 1-Outperform corresponds to a “buy” rating, 2-Neutral corresponds to a “hold”
rating, and 3-Underperform corresponds to a “sell” rating. However, SMBC NIKKO investment ratings are assigned relative to an analyst
or analyst team’s sector coverage as defined below and are thus different from “buy”, “hold”, and “sell” ratings as defined by FINRA.
"Others" refers to Not Rated, Rating Suspended, and Restricted stocks.
Please refer to the following URL for all relevant and current price charts and the history of changes in investment rating(s) and/or target
price(s): https://smbcnikko.bluematrix.com/sellside/Disclosures.action
EXPLANATION OF STOCK PRICES AND RATING SYSTEM

Target prices assigned by research analysts reflect the estimated share price level the analyst forecasts the stock to reach within the next
six to 12 months. For valuation methodology and risks, please refer to the report.

Each coverage stock is assigned an investment rating relative to the analyst or analyst team’s coverage sector universe which
encompasses said stock. Investment ratings are defined as below; the effective rating period is six to 12 months.

1-Outperform: An individual stock's investment return, as forecast by the research analyst, is expected to exceed the median investment
return of all stocks within the coverage universe.

2-Neutral: An individual stock's investment return, as forecast by the research analyst, is expected to be in line with the median investment
return of all stocks within the coverage universe.

3-Underperform: An individual stock's investment return, as forecast by the research analyst, is expected to be below the median
investment return of all stocks within the coverage universe.

NR: Not Rated

RS: Rating Suspended

Sector ratings are defined as below; the effective rating period is six to 12 months. The market as it pertains to the United States is
represented by the S&P 500.

Overweight: The investment return of the sector coverage universe, as forecast by the research analyst, is expected to exceed the market
average.

Equal weight: The investment return of the sector coverage universe, as forecast by the research analyst, is expected to be in line with
the market average.

Underweight: The investment return of the sector coverage universe, as forecast by the research analyst, is expected to be below the
market average.

Individual stock/sector recommendations and share price forecasts contained in SMBC NIKKO's technical analysis reports are based on
a variety of technical analysis techniques that take historical share price performance, position analysis, and other technical factors into
consideration, but are not based on a fundamental analysis of those stocks/sectors in question. Accordingly, stock/sector recommendations
and share price forecasts based on the technical analysis of individual stocks/sectors that are also within the SMBC NIKKO fundamental
equity research coverage universe do not necessarily correspond to, nor are intended to match, respectively, the fundamental investment/
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sector ratings and target prices determined by SMBC NIKKO's fundamental equity research analysts responsible for covering those same
stocks/sectors.

COMPANY-SPECIFIC DISCLOSURES

The following disclosures identify relationships between SMBC NIKKO and the companies covered in research. Company-specific
disclosures required specifically by the US are shown below, followed by additional disclosures required by non-US regulators.
IMPORTANT DISCLOSURES REQUIRED BY U.S. REGULATORS
1. SMBC NIKKO beneficially owns 1% or more of the common equity securities (excluding positions managed by affiliates and business
units not required to be aggregated by regulation or law) of the following subject company(ies): N/A
2. The analyst(s) received compensation from the following subject company(ies) within the last 12 months: N/A
3. The analyst(s) or a member of his or her household has a financial interest in the securities of the following subject company(ies): N/A
4. The analyst(s) or a member of his or her household serves as an officer, director or advisory board member of the following subject
company(ies): N/A
5. SMBC NIKKO received compensation for investment banking services from the following subject company(ies) within the last 12
months: Alexandria Real Estate Equities, Inc., Gaming & Leisure Properties, Inc., MGM Growth Properties, Omega Healthcare Investors,
Inc., Healthpeak Properties, Inc., Park Hotels & Resorts, Inc., Safehold, Inc., Sabra Health Care REIT, Inc., VICI Properties, Inc. and
Welltower, Inc.
6. The following subject company(ies) are, or over the 12-month period preceding the date of publication or distribution of this report were,
a client of SMBC NIKKO for non-securities services: N/A
7. The following subject company(ies) are, or over the 12-month period preceding the date of publication or distribution of this report were,
a client of SMBC NIKKO for non-investment banking services: N/A
8. The following subject company(ies) are, or over the 12-month period preceding the date of publication or distribution of this report were,
a client of SMBC NIKKO for investment banking services: Alexandria Real Estate Equities, Inc., Gaming & Leisure Properties, Inc., MGM
Growth Properties, Omega Healthcare Investors, Inc., Healthpeak Properties, Inc., Park Hotels & Resorts, Inc., Safehold, Inc., Sabra
Health Care REIT, Inc., VICI Properties, Inc. and Welltower, Inc.
9. SMBC NIKKO expects to receive or intends to seek compensation for investment banking services from the following subject
company(ies) within the next 3 months: Apartment Income REIT Corp, Alexandria Real Estate Equities, Inc., AvalonBay Communities,
Inc., Boston Properties, Inc., Camden Property Trust, Douglas Emmett, Inc, Duke Realty Corporation, EastGroup Properties, Inc., Equity
Residential, Essex Property Trust, Inc., First Industrial Realty Trust, Inc., Gaming & Leisure Properties, Inc., Hudson Pacific Properties, Inc.,
Healthcare Realty Trust, Inc., Host Hotels & Resorts, Inc., Healthcare Trust of America, Inc., LTC Properties, Inc., Mid-America Apartment
Communities, Inc., MGM Growth Properties, National Health Investors, Inc., Corporate Office Properties Trust, Omega Healthcare
Investors, Inc., Healthpeak Properties, Inc., Park Hotels & Resorts, Inc., Safehold, Inc., Sabra Health Care REIT, Inc., Terreno Realty
Corporation, UDR, Inc., VICI Properties, Inc., Ventas, Inc. and Welltower, Inc.
10. SMBC NIKKO makes a market in the securities of the following subject company(ies): N/A
11. SMBC NIKKO has received compensation for non-investment banking products or services from the following subject company(ies)
within the last 12 months: Alexandria Real Estate Equities, Inc., MGM Growth Properties, Omega Healthcare Investors, Inc., Healthpeak
Properties, Inc., Safehold, Inc., Sabra Health Care REIT, Inc. and Welltower, Inc.
12. SMBC NIKKO managed or co-managed a public offering of securities for the following subject company(ies) within the last 12 months:
Alexandria Real Estate Equities, Inc., MGM Growth Properties, Healthpeak Properties, Inc., Park Hotels & Resorts, Inc., Safehold, Inc.,
Sabra Health Care REIT, Inc., VICI Properties, Inc., Ventas, Inc. and Welltower, Inc.
13. SMBC NIKKO is not aware of any other material conflict of interest of the research analyst or SMBC NIKKO that the research analyst
or an associated person of SMBC NIKKO with the ability to influence the content of this research report knows or has reason to know
at the time of the publication or distribution of this report.
IMPORTANT DISCLOSURES REQUIRED BY NON-U.S. LAWS AND REGULATIONS
14. SMBC NIKKO has a parent, subsidiary, affiliate, or associate relationship (excluding affiliates and business units not required for
aggregation) with the following subject company(ies): N/A
15. An officer of SMBC NIKKO is concurrently an officer of the following subject company(ies): N/A
16a. SMBC NIKKO owned a net long position (excluding positions managed by affiliates and business units not required for aggregation)
exceeding 0.5% of the total issued share capital as of the end of the trading day two trading days prior to the date of this report: N/A
16b. SMBC NIKKO owned a net short position (excluding positions managed by affiliates and business units not required for aggregation)
exceeding 0.5% of the total issued share capital as of the end of the trading day two trading days prior to the date of this report: N/A

(updated as of 18-January-2022)
OTHER IMPORTANT U.S. DISCLOSURES

Analyst compensation, including the compensation of the analyst(s) directly involved in the preparation of this report, is based upon
(among other factors) the overall profitability of SMBC NIKKO which includes the overall profitability of investment banking services.

The information, opinions, estimates, and forecasts contained herein are derived from sources that SMBC NIKKO believes to be reliable,
but SMBC NIKKO does not guarantee their accuracy or completeness. Such information may be incomplete or summarized, and opinions,
estimates, and forecasts contained herein include past results, estimates, and forecasts, all of which may differ from actual data, and are
subject to change without prior notification. The price and value of investments referred to in this research and the income from them may
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fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may
occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.

This research report has been produced by SMBC NIKKO for informational purposes only. It is not an offer to sell or the solicitation of
an offer to buy any security or other investment(s) in any jurisdiction where such an offer or solicitation would be illegal. SMBC NIKKO
does not accept any liability or responsibility for any results in connection with the use of such information. This research report does
not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of any
client, and it is not intended to provide tax, legal, or investment advice. Clients are responsible for making final investment decisions
and should consider whether any advice or recommendation in this research is suitable for their particular circumstances after careful
examination of all documentation delivered prior to execution, explanatory documents pertaining to listed securities, etc., prospectuses,
and other relevant documents. This research is intended for distribution solely to institutional investors.

Non-research departments of SMBC NIKKO may provide commentary to clients and their proprietary trading departments that are
inconsistent with or incompatible with investments or opinions recommended in this research report. SMBC NIKKO may make investment
decisions on the basis of such commentary. In addition, SMBC NIKKO and its employees may trade in the securities mentioned in this
research report, their derivatives, or other securities issued by the same issuing companies in this research report. SMBC NIKKO is not
a party to an agreement with the issuer(s) relating to production of a recommendation.

This research report is distributed by SMBC NIKKO. The information contained herein is for client use only. SMBC Nikko Securities
America, Inc. holds the copyright on this research report. Any unauthorized use or transmission of any part of this research report for
any reason, whether by digital, mechanical, or any other means, is prohibited. If you have any questions, please contact your sales
representative. Additional information is available upon request. Certain company names, product and/or service names that appear in
this research report are trademarks or registered trademarks of SMBC NIKKO or other companies mentioned in the report.

ADDITIONAL DISCLOSURES:

SMBC NIKKO is part of the SMBC Group, which includes affiliates of Sumitomo Mitsui Banking Corporation. The SMBC Group conducts
global full-service, integrated investment banking, investment management, and brokerage businesses. The SMBC Group has investment
banking and other business relationships with a substantial percentage of the companies covered by the SMBC NIKKO U.S. Research
Team.

The analyst(s) named in this report may from time to time discuss trading strategies with clients, including SMBC NIKKO salespersons
and traders, that, based on certain catalysts or events, may contain different recommendations or ratings and could result in short-term
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securities, markets, or asset classes (including related services), please contact your SMBC NIKKO representative

REGIONAL SPECIFIC DISCLOSURES

Reports are intended only for institutional investors. The definition of 'institutional investor' varies from country to country. Neither this
research report nor the information contained in it is intended to be an offer, an inducement or an attempt to induce any person to enter
into any agreement to acquire, dispose of, subscribe for or underwrite securities.

Japan

Important notes concerning Article 37 of the Financial Instruments and Exchange Act (Advertising Regulations, etc.)

Commissions - below figures do not apply to certain customers, such as non-residents in Japan and professional investors under FIEA,
for whom commissions are set on an individual basis.

When a trade is executed based on information contained in this research report, a predetermined brokerage commission may be charged.
For example, when an order is placed at a branch to buy or sell a stock or other security on a securities exchange in Japan (with the
exception of odd-lot remainders), a commission of up to a maximum of 1.265% of the contract settlement amount (Note: The minimum
commission is 5,500 yen) is charged to the client for each product trade executed. Clients will only be charged for the purchase price of
a bond, stock or other security in trades executed as part of a primary offering, secondary distribution, or with a counterparty (Note: In
the case of bonds, the trade may require that the client pay accrued interest if separate from the purchase price). For trades involving
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products denominated in foreign currencies, an exchange of products denominated in yen and another currency, or an exchange of
products denominated in different currencies, the applicable exchange rate will be determined by SMBC Nikko Securities Inc. For fees
mentioned above that are subject to consumption tax, the rates and amounts include the consumption tax portion.

Risks

Each product entails the risk of a partial loss of the amount of invested capital (the risk of a partial loss of principal) or a loss equal to
or greater than the amount of invested capital (the risk of a loss equal to or exceeding principal) due to a variety of factors, which may
include price variance and fluctuations in stock markets, interest rates, exchange rates, real estate markets, and commodity markets,
and deterioration in the creditworthiness (including the financial and management condition) of issuers of securities. When executing
margin or derivative transactions (“derivatives”), there is a risk the amount of derivatives transaction exposure could exceed the client’s
margin collateral or margin deposit (“margin collateral amount”), and there is also a risk of loss exceeding the client’s margin collateral
should prices of securities or values of indexes underlying such transactions fluctuate (the risk of a loss equal to or exceeding principal).
When executing over-the-counter derivative transactions, there may be a spread between the ask and bid prices on financial instruments
quoted by SMBC Nikko Securities Inc. For asset-backed securities, interest, dividends, repayment of principal and other elements may be
affected by changes in conditions in certain assets. Such changes may result in losses relating to early sale or redemption of such assets.

Aforementioned commissions and risks differ by financial instrument and clients should carefully examine all relevant documentation,
including documentation delivered prior to execution, prospectuses, and other material provided. Clients may contact any SMBC Nikko
Securities Inc. branch for questions regarding such documentation.

Company Name

SMBC Nikko Securities Inc. is a financial instruments dealer governed by the Financial Instruments and Exchange Act, registered with
the Kanto Local Finance Bureau, Registration No. 2251.

Member Associations

SMBC Nikko Securities Inc. is a member of the Japan Securities Dealers Association, the Japan Investment Advisers Association, The
Financial Futures Association of Japan, the Type II Financial Instruments Firms Association, and the Japan Security Token Offering
Association.

Australia

This research report is directed solely at Australian wholesale clients (within the meaning of section 761G of the Corporations Act 2001
(Cth)) in connection with their consideration of any investment or investment service that is the subject of this material. Any advice contained
in this document has been prepared without taking into account the objectives, financial situation or needs of any particular recipient.
Before acting on any advice in this document, recipients should consider whether the advice is appropriate for their circumstances.

This research report is distributed by SMBC Nikko Securities (Hong Kong) Limited (“Nikko Hong Kong”) which is licensed and regulated
by the Securities and Futures Commission of Hong Kong under the laws of Hong Kong, which differ from Australian laws. Investment
banking services in the United States are provided by SMBC Nikko Securities America, Inc. (“SI”), an affiliate of the SMBC Group. SI is
regulated by the United States Securities and Exchange Commission under United States laws, which differ from Australian laws. Nikko
Hong Kong and SI do not hold an AFSL and are exempt from the requirement to hold an AFSL under the Corporations Act in respect
of providing financial services.

Bahamas

The information provided herein is intended solely for the designated recipient thereof. It is not an offer to the public. No distribution of
this information to anyone other than the designated recipient is intended or authorized.

Canada

This Research is a general discussion of the merits and risks of a security or securities only, and is not in any way meant to be tailored
to the needs and circumstances of any recipient.

You are advised that we operate as a dealer or adviser in your jurisdiction under an exemption from the dealer and adviser registration
requirements contained in National Instrument 31-103 – Registration Requirements and Exemptions (NI 31-103) and, as such, we are
not required to be and are not a registered dealer or adviser in your jurisdiction

Hong Kong

This research report is distributed by SMBC Nikko Securities (Hong Kong) Limited and is intended to be distributed to professional investors
(as defined in the Securities and Futures Ordinance and its subsidiary legislation) only.

Hong Kong (in respect of recipients who are Private Wealth clients of SMBC Nikko Securities (Singapore) Pte Ltd.)

This research report is distributed by SMBC Nikko Securities (Singapore) Pte Ltd. (“Nikko Singapore”), which is an entity licensed with
the Monetary Authority of Singapore, from Singapore. It is intended to be distributed to professional investors (as defined in the Securities
and Futures Ordinance and its subsidiary legislation) only. The report has been provided solely at the recipient's request for informational
purposes only and shall not be copied or redistributed to any other person without the prior written consent of Nikko Singapore.

India
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This research report does not constitute investment advice or solicitation in relation to any products or services referred to within this
report. This report only contains general comments made in good faith based on trends in the financial or securities market. SMBC NIKKO
does not undertake any business activities in India.

Indonesia

The information in this research report contains general information only and shall not be in any way construed as an offer or sale or
recommendation to purchase or subscribe for any specific securities (as defined in the Indonesian capital markets laws and regulations),
or any financial services or products within Indonesian territories. It is not in any way meant to be tailored to the needs and circumstances
of any recipient. The content of this research report is neither licensed, approved, nor confirmed (on its validity or adequacy), by the
relevant authorities in Indonesia.

Ireland

The information and recommendations in this research report are provided for general information purposes only and do not take into
account any person’s particular financial situation or goals. SMBC NIKKO recommends that recipients seek advice specific to their
circumstances from their financial advisor.

Italy

This material is provided for information only and should not be relied on as investment advice, and does not constitute a recommendation,
offer or solicitation to buy or sell any securities or to adopt any specific investment strategy. This material shall not be circulated or
distributed to any persons (other than to professional investors, if so permitted by local regulations) and should not be relied upon or
distributed to persons where such reliance or distribution would be illegal.

Luxembourg

Under no circumstances shall this research report constitute an offer to sell, or issue or the solicitation of an offer to buy or subscribe for
products or services in Luxembourg. Under no circumstances shall this research report constitute a personalised recommendation (to
exercise or not to exercise any right) to buy, sell, subscribe for, exchange, redeem, hold or underwrite any of the products or services
mentioned therein.

Malaysia

This research report is distributed in Malaysia on a cross-border basis. Any services provided to residents of Malaysia are provided solely
on an offshore basis from outside Malaysia, as a result of “reverse enquiry” on the part of the Malaysian residents arising from a specific
request to provide such services and thus this research report is not to be further distributed. As an integral part of the provision of such
services from outside Malaysia, SMBC Nikko Securities (Singapore) Pte Ltd. may from time to time make available to such residents
documents and information making reference to capital markets products.in such documents and information and nothing in this report
constitutes the making available, or offer for subscription or purchase, or invitation to subscribe for or purchase, or sale of the products
described therein in Malaysia. The distribution of this report and the material therein has not been reviewed or approved by the Securities
Commission of Malaysia.

Mexico

These materials do not constitute an offer to purchase securities and should not be viewed as marketing or offering materials.

New Zealand

The information and recommendations in this research report are provided for general information purposes only and do not take into
account any person’s particular financial situation or goals. SMBC NIKKO recommends that recipients seek advice specific to their
circumstances from their financial advisor. This research report is not a personalised financial adviser service under the Financial Advisers
Act 2008.

Pakistan

SMBC NIKKO (the “Provider”) represents, warrants, and undertakes to any and all residents of Pakistan to which this research is being
presented that such research is being presenting by an entity, or through an intermediary, that is licensed under the applicable laws of
Pakistan to present such research and be involved in the underlying activities, and any resident of Pakistan that is receiving this research
shall be deemed to acknowledge, represent, warrant, and undertake to the Providers that any and all of such resident’s activities in
consequence of such research shall be compliant with Pakistan’s Foreign Exchange Regulation Act, 1947, and be carried out pursuant
to the necessary consents, approvals, and permissions to enter into any associated contract and to perform any obligations thereunder,
including any obligations to make settlement payments in a convertible currency.

People's Republic of China

The distribution of this research report has not been licensed or approved by the Chinese Securities and Regulatory Commission and this
research report is not meant to be distributed in People's Republic of China (excluding Hong Kong, Macau and Taiwan, the "PRC") directly
or indirectly to investors in the PRC, except that, subject to the applicable laws and regulations, this research report will be sent to certain
investors in the PRC on an invitation basis. Chinese investors making investments outside the PRC may be subject to foreign exchange
control approvals and filing requirements under the relevant Chinese foreign exchange regulations, as well as offshore investment approval
requirements. This research report may not be provided, sold, distributed or delivered, or provided or sold or distributed or delivered to
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any person for forwarding or resale or redelivery, in any such case directly or indirectly, in the PRC in contravention of any applicable
laws. This research report does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PCR to any person
to whom it is unlawful to make the offer or solicitation in the PRC.

Singapore

This research report is distributed by SMBC Nikko Securities (Singapore) Pte Ltd. (“Nikko Singapore”), an exempt financial adviser as
defined under the Financial Advisers Act (Cap 110) (“FAA”) of Singapore, among other things, and regulated by the Monetary Authority
of Singapore. Nikko Singapore may distribute this research report produced by its foreign affiliates pursuant to an arrangement under
Regulation 32C of the Financial Advisers Regulations (“FAR”).

By accepting this research report, the recipient confirms they are an "institutional investor", "accredited investor" and/or "expert
investor" (each as defined under the FAR) and agree to be bound by the foregoing limitations. The recipient acknowledges that Nikko
Singapore is exempted from complying with certain compliance requirements under the FAA, the FAR and the relevant Notices and
Guidelines issued thereunder, in respect of any financial advisory service which Nikko Singapore may provide. These include exemptions
from complying with:(i) Section 25 of the FAA (pursuant to Regulation 33(1) of the FAR); (ii) Section 27 of the FAA (pursuant to Regulation
34(1) of the FAR); and (iii) Section 36 of the FAA (pursuant to Regulation 35(1) of the FAR).

This research report is intended for general circulation and does not take into account the investment objectives, financial circumstances
or needs of any particular recipient. Neither this research report nor the information contained in it is intended to be an offer to make with
any person, or to induce or attempt to induce any person to enter into or to offer to enter into any agreement for or with a view to acquiring,
disposing of, subscribing for or underwriting securities in Singapore. Recipients of this research report in Singapore should contact Nikko
Singapore in respect of any matters arising from, or in connections with, this research report. Recipients should seek independent advice
from a financial adviser regarding the suitability of any investment products before purchasing such products.

South Korea

This research report has been provided to you without charge for your convenience only. All information contained in this report is factual
information and does not reflect any opinion or judgment of SMBC NIKKO. The information contained in this research report should not
be construed as an offer, marketing, solicitation or investment advice with respect to financial investment products in this research report.

Sweden

Att investera i finansiella instrument innebär alltid en risk. Instrumenten kan såväl öka som minska i värde och det är inte säkert att du får
tillbaka det investerade kapitalet. Historisk avkastning är ingen garanti för framtida avkastning.

Switzerland

Nothing in this document constitutes an offer, recommendation, advice or solicitation to any person to enter into any transaction or adopt
any hedging, trading, financing or investment strategy. Past performance is not necessarily indicative of future or likely performance.
SMBC Nikko Capital Markets Limited and SMBC Nikko Capital Markets Europe GmbH (together, “Nikko Capital Markets”) make no
representation as to, and accept no liability for, any liability for any representations in relation to, the accuracy or completeness of the
information contained herein. This research report may contain forward looking statements which are based on certain assumptions and
currently available information. Nikko Capital Markets is not obligated to provide an update on these assumptions and actual events may
differ from those assumptions. You should make your own independent judgement or seek independent financial and tax advice with
respect to any matters contained within this report.

Taiwan

The information is provided for general information only and does not take into account any investor’s particular needs, financial status, or
investment objectives. Nothing in the information should be construed as a recommendation or advice for you to subscribe to a particular
product or service. You should not rely solely on the information provided when making your investment decisions. When considering any
investment, you should endeavour to make your own independent assessment and determination on whether the investment is suitable
for your needs and seek your own professional financial and legal advice.

SMBC NIKKO has taken all reasonable care in producing the information and trust that the information is reliable and suitable for your
situation at the date of publication or delivery, but no representation or warranty of accuracy or completeness is given. To the extent that
SMBC NIKKO has exercised the due care of a good administrator, SMBC NIKKO accepts no responsibility for any errors, omissions,
or misstatements in the information. SMBC NIKKO does not guarantee any investment results and do not guarantee that the strategies
employed will improve investment performance or achieve your investment objectives. The distribution of this research report from the
jurisdiction outside of Taiwan has not been licensed or approved by the regulators of Taiwan.

Thailand

This research report is intended for the recipient only and no other person may act upon it. It has been provided solely at the request
of the recipient for informational purposes only and shall not be copied or redistributed to any other person without the prior consent of
SMBC NIKKO. No information has been approved or registered with the Securities and Exchange Commission of Thailand or any other
regulatory authorities of Thailand. It is not intended to be and in no way constitutes an offer, solicitation, advertisement, invitation for
subscription, sale, or advice of, or in relation to, the relevant securities or products specified herein, or a solicitation to use any services,
by SMBC NIKKO in Thailand. Neither SMBC NIKKO, any of its representatives, directors, employees, nor any other entities involved with
SMBC NIKKO make any representations or warranties, expressed or implied, with respect to the completeness or accuracy of any of the
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information contained in this research report or any other information, whether communicated in written oral form, transferred or made
available to the recipients.

United Arab Emirates

This information does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe for or purchase, any
securities or investment products in the UAE (including the Dubai International Financial Centre) and accordingly should not be construed
as such. Furthermore, this information is being made available on the basis that the recipient acknowledges and understands that the
entities and securities to which it may relate have not been approved, licensed by or registered with the UAE Central Bank, Emirates
Securities and Commodities Authority or the Dubai Financial Services Authority or any other relevant licensing authority or governmental
agency in the UAE. The content of this report has not been approved by or filed with the UAE Central Bank or Dubai Financial Services
Authority. The information is provided for general information only and does not take into account any investor’s particular needs, financial
status, or investment objectives. If you do not understand the contents of this research report or are unsure whether the information within
this report is suitable for your individual investment objectives and circumstances, you should consult an authorised financial advisor.

United Kingdom

This material and any attached presentations from third parties is distributed within the EMEA region by SMBC Nikko Capital Markets
Limited (“CMLN”) or SMBC Nikko Capital Markets Europe GmbH (“CMFRA”). For the avoidance of doubt, unless otherwise specifically
agreed with the relevant client, distribution to any UK incorporated client is made by CMLN only. The materials contain the current opinions
of the writer but not necessarily of CMLN and CMFRA (as applicable). CMLN and CMFRA may or may not own the securities referenced
and, if such securities are owned, no representation is being made that such securities will continue to be held. SMBC Nikko Capital
Markets Limited, One New Change, London EC4M 9AF, tel +44 (0)20 3527 7000. Registered in England No.02418137. Authorised and
regulated by the Financial Conduct Authority, 12 Endeavour Square, London, E20 1JIN.

http://www.smbcnikko-cm.com/corporate/our-policies/mifid-ii.html
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