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1	  Representa+ve	  presence.	  
2	  Pending	  regulatory	  approval.	  

Prudential Real Estate Investors is one of the few truly global investment managers that can provide a consistent client experience across 
the world. 

 

The benefits of an integrated global platform with the local expertise to ensure investment success 
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A Global Real Estate Manager 
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Global Real Estate Securities:  Industry Recognition 
Wall	  Street	  Journal-‐	  	  “Meet	  the	  Managers	  Behind	  the	  Top	  Funds”,	  Jan-‐2011	  
Recognized	  as	  the	  “Top	  Finisher”	  in	  real	  estate	  as	  a	  “…standout	  that	  consistently	  outperforms	  its	  peers.”	  

	  

Smart	  Money	  -‐	  	  “America’s	  Top	  Mutual	  Fund	  Managers”,	  January	  2011	  
Featured	  as	  one	  of	  the	  top	  four	  mutual	  fund	  managers	  in	  America	  

	  

Morningstar:	  Class	  Z:	  5	  Stars	  
Morningstar	  Overall	  Ra+ng™	  out	  of	  133	  Global	  Real	  Estate	  funds,	  as	  of	  30-‐Dec-‐2011	  

2012	  Lipper	  Fund	  Award	  
•  1-‐year:	  Top	  29%	  (29	  out	  of	  100	  funds)	  
•  3-‐year:	  Top	  18%	  (7	  out	  of	  81	  funds)	  
•  5-‐year:	  Top	  	  9%	  	  (1	  out	  of	  46	  funds)	  
•  10-‐year:	  Top	  1%	  (1	  out	  of	  15	  funds)	  

	  

Pruden+al	  Real	  Estate	  Investors	  global	  real	  estate	  mutual	  fund	  incep+on	  date:	  5/5/98.The	  Fund’s	  Class	  A	  3-‐,	  5-‐,	  and	  10-‐year	  ra+ngs	  are	  4	  stars	  out	  of	  133	  funds,	  4	  stars	  out	  of	  41	  funds,	  and	  5	  stars	  out	  of	  16	  funds,	  
respec+vely.	  The	  Morningstar	  Ra+ng	  may	  not	  be	  customarily	  calculated	  based	  on	  adjusted	  historical	  returns.	  If	  so,	  this	  investment's	  independent	  Morningstar	  Ra+ng	  metric	  is	  compared	  against	  the	  retail	  mutual	  fund	  
universe	  breakpoints	  to	  determine	  its	  hypothe+cal	  ra+ng	  for	  certain	  +me	  periods.	  Other	  share	  classes	  may	  have	  different	  performance	  characteris+cs.	  Past	  performance	   	  is	  not	  a	  guarantee	  or	  reliable	  indicator	  of	  
future	   results.	   For	   each	   fund	  with	   at	   least	   a	   3-‐year	   history,	  Morningstar	   calculates	   a	  Morningstar	   ra+ng	   (based	   on	   a	  Morningstar	   risk-‐adjusted	   return	  measure	   that	   accounts	   for	   varia+on	   in	   a	   fund's	  monthly	  
performance,	  including	  the	  effects	  of	  sales	  charges),	  placing	  more	  emphasis	  on	  downward	  varia+ons	  and	  rewarding	  consistent	  performance.	  The	  top	  10%	  of	  funds	  in	  each	  category	  receive	  5	  stars,	  the	  next	  22.5%	  
receive	  4	  stars,	  and	  the	  next	  35%	  receive	  3	  stars	  (each	  share	  class	  is	  rated	  separately,	  which	  may	  cause	  slight	  varia+ons	  in	  the	  distribu+on	  percentages).	  The	  overall	  Morningstar	  ra+ng	  for	  a	  fund	  is	  derived	  from	  a	  
weighted	  average	  of	  the	  performance	  figures	  associated	  with	  its	  3-‐,	  5-‐,	  and	  10-‐year	  (if	  applicable)	  Morningstar	  ra+ng	  metrics.	  The	  Fund	  was	  rated	  against	  U.S.-‐domiciled	  funds.	  ©	  2010	  Morningstar,	   Inc.	  All	  rights	  
reserved.	  The	  informa+on	  contained	  herein	  (1)	  is	  proprietary	  to	  Morningstar	  and/or	  its	  content	  providers;	  (2)	  may	  not	  be	  copied	  or	  distributed;	  and	  (3)	  is	  not	  warranted	  to	  be	  accurate,	  complete,	  or	  +mely.	  Neither	  
Morningstar	  nor	  its	  content	  providers	  are	  responsible	  for	  any	  damages	  or	  losses	  arising	  from	  any	  use	  of	  this	  informa+on.	  	  The	  Lipper	  Fund	  Awards	  are	  based	  on	  risk-‐adjusted	  returns	  for	  the	  three-‐,	  five-‐,	  and	  10-‐year	  
periods	  ending	  11/30/2011.	  The	  Pruden+al	  Global	  Real	  Estate	  Fund	  Class	  Z	  shares	  were	  ranked	  7	  out	  of	  81	  and	  1	  out	  of	  46	  Global	  Real	  Estate	  funds	  for	  the	  three-‐	  and	  five-‐year	  periods,	  respec+vely.	  In	  the	  Lipper	  Fund	  
Awards,	  funds	  had	  to	  be	  registered	  for	  sale	  in	  the	  respec+ve	  country	  as	  of	  the	  end	  of	  2010	  and	  had	  to	  have	  at	  least	  36	  months	  of	  performance	  history	  as	  of	  the	  end	  of	  the	  evalua+on	  year.	  Rankings	  do	  not	  take	  sales	  
charges	  into	  account.	  Past	  performance	  is	  no	  guarantee	  of	  future	  results.	  Performance	  by	  share	  class	  may	  vary.	  Lipper	  Ranking's	  are	  based	  on	  Pruden+al	  Real	  Estate	  Investors	  global	  real	  estate	  mutual	  fund.	  
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•  Access to real time data 

•  Proprietary information flow 

•  Integrated analysis 

   

 

Unique Global Real Estate Resources 

Global	  Real	  
Estate	  

Securi+es	  
11	  Professionals	  
3	  Countries	  

	  
Global	  Research	  
15	  Professionals	  

	  
9	  United	  States	  
1	  La+n	  America	  

3	  Europe	  
2	  Asia	  
	  

Global	  Transac@ons	  
70	  Professionals	  

	  
32	  United	  States	  
2	  La+n	  America	  

16	  Europe	  
20	  Asia	   Global	  PorAolio	  &	  Asset	  

Management	  

211	  Professionals	  
	  

97	  United	  States	  
19	  La+n	  America	  

65	  Europe	  
30	  Asia	  

As	  of	  31-‐Dec-‐2011	  
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•  Liquidity  -- REITs traded on major stock exchanges throughout the world 

•  Alignment of Interest  - Management is typically a large shareholder and in many cases management 
company and development company owned by REIT 

•  Transparency/Governance -   Financial reporting and disclosure, analyst coverage and scrutiny. 
Boards of Directors with independent members. 

•  Diversification --  Access to geographically diversified pool of property types and best in class real 
estate management teams 

•  Portfolio Implementation  -- Liquidity allows for immediate implementation of portfolio view .. can sell 
New York Office and buy Singapore Malls in same day. 

•  Diverse Access to Capital  -  REITs have access to public and private equity, public and private debt.  
Important during credit crisis   

•  UPREIT Structure -  REITs have an acquisition advantage allowing them to buy properties and issue 
tax deferred OP units to low basis property sellers. 

 

Publicly Traded  REIT Benefits vs. Private Real Estate 
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Advantages of a Global Real Estate Securities Portfolio  
 

•  Global Portfolio Diversification 

•  Diversification by region, country, product type and large pools of assets 
•  Markets are driven by local supply and demand.   
•  Local markets may be at different points in the economic cycle resulting in relatively 

low correlations within the asset class. 

•  Access to higher dividend and or higher growth companies around the world 

•  Access to liquid institutional quality real estate globally 

•  Ability to quickly move asset allocation to adjust to constantly changing market dynamics 

11	  TIMES	  SQUARE,	  NEW	  YORK	  

“The	  lack	  of	  correlaJon	  between	  countries	  enhances	  
diversificaJon	  benefits	  within	  the	  real	  estate	  
component	  of	  a	  porNolio,	  as	  well	  as	  within	  the	  total	  
global	  allocaJon.”	  

Mercer	  
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Dividend Yields by Country 

Source:	  Pruden+al	  Real	  Estate	  Investors,	  FactSet	  as	  of	  31-‐March-‐2012.	  	  Data	  shown	  is	  based	  on	  the	  FTSE	  EPRA/NAREIT	  Developed	  Index.	  
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The 2012 Opportunities: “The Five D’s” 
 

1.  Debt:   The European Sovereign Debt Crisis will continue to weigh on the 
broad market until a credible solution is in place.  REITs with strong balance 
sheets may be able to make opportunistic acquisitions.  

2.  Demographics:  Aging developed world population creates unique 
opportunities.  Emerging global middle class creates unique real estate 
opportunities.  

3.  Dividends:  Historically low payout ratios mean room for growth, a sure 
attraction to income seeking investors in a low growth environment 

4.  Discounts: NAV discounts throughout the world are important to value 
investors, but not all discounts are created equal 

5.  Demand and Supply:  Lack of meaningful commercial deliveries for the next 
couple years could provide opportunities.  Fundamentals improving. 

 

GREAT	  NORTHERN	  HOTEL,	  LONDON	  
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Key Investment Themes — Risks and Opportunities 

    DEVELOPED 

 

Key Investment Themes 

•  Quest for yield / safety 

•  Recovering demand 

•  Deleveraging / distress 

•  Niche strategies 

Key Risks 

•  Stalled recovery 

•  Monetary policy / asset inflation 

•  Public finances / sovereign 
defaults 

•  Geopolitical uncertainty 

    DEVELOPING 

 

Key Investment Themes 

•  Rapid economic growth 

•  Development / urbanization 

•  Expanding consumer class 

•  Rising trade 

 

Key Risks 

•  Markets overheating 

•  Operational  

•  Public policy 

•  Currency / inflation 
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Dividends 
 

•  Expect to see double-digit 
dividend growth from the REITs 
due to their regulatory 
requirements and movement to 
normalized payout ratios 

 

•  Absence of visible growth 
means income producing stocks 
should be in favor 

•  Aging global demographic 
should provide sustained 
demand for dividend paying 
stocks 

STILL ROOM FOR DIVIDEND GROWTH: 
HISTORIC AFFO PAYOUT RATIOS 	  

 
Source: Citi, 31-Mar-2012	  
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Discounts 
  

•  Global real estate securities trading 
at discounts to underlying real 
estate value; however, not all 
discounts created equal 

•  US REITs trade approximately at a 
0% - 5%  discount to private values 

•  European REITs trade at a justified 
discount with no apparent catalyst 
to propel these stocks 

•  Asian REITs trade at discounts of 
25% - 30% to RNAVs 

UK DISCOUNT TO NAV 	  

	  
Source: UBS, 30-Dec-2011	  
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Demand and Supply 
  
•  Over the past few years, 

supply has been at 
historical lows 

•  Given that the average 
duration of a construction 
cycle is 3-5 years, we do 
not see meaningful 
commercial deliveries in 
core gateway markets for 
the next several years 

LIMITED NEW SUPPLY:	  
WEIGHTED AVERAGE SUPPLY GROWTH (YEAR OVER YEAR) 	  

	  
Source: PPR, Prudential Real Estate Investors; 30-Nov-2011	  
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Sources of Alpha:  Analysis of Investment Universe 

Source:	  FactSet.	  	  31-‐Mar-‐2012	  

NUMBER	  OF	  COMPANIES	  BY	  	  MARKET	  CAP	  

Competitive advantage in accessing, 
research, and investing in small and 
mid-cap companies. 
 
Liquidity constraints of many of our 
peers inhibit investment in the Micro 
and Small cap segments 

PERCENT	  OF	  COMPANIES	  BY	  MARKET	  CAP	  

80%	  -‐85%	  of	  the	  
Companies	  in	  the	  Universe	  
have	  a	  Market	  Cap	  below	  
$5	  billion.	  

Most	  investment	  
managers	  
concentrate	  on	  the	  
mega	  and	  large	  cap	  
names	  due	  to	  firm	  
wide	  AUM	  
constraints.	  
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Sources of Alpha:  Outperformance in Small/Mid Segment 
PORTFOLIO	  PERFORMANCE	  BY	  MARKET	  CAP	  

Significant outperformance has 
been generated by small – mid-
cap companies.   
 
Due to AUM, constraints, many of 
these companies are not feasible 
investments for our peers. 
 
Our general investment 
constraints: 
•   Limit firm ownership to < 5% 
•   Limit daily trading volume to 
<20%  
•   Liquidate portfolio < 2 weeks   
 
Based upon our analysis, firm 
AUM > $10B (USD) will inhibit 
investment performance. 
 

Source:	  Factset,	  Pruden+al	  Real	  Estate	  Investors.	  	  Returns	  are	  shown	  gross	  of	  management	  fees	  from	  incep+on	  (January	  23,	  2007)	  through	  31-‐Mar-‐2012.	  Returns	  are	  presented	  by	  for	  the	  ins+tu+onal	  share	  class	  
of	  a	  global	   real	  estate	  mutual	   fund,	  which	   represents	  Pruden+al’s	   largest	   securi+es	   fund	  by	  AUM.	   	  Returns	  are	  broken	  out	  by	  market	  cap	  segment	  and	  are	  not	  official.	  An	  affiliate	  of	  Pruden+al	   Investment	  
Management	  has	  been	  the	  manager	  of	  the	  Pruden+al	  global	  real	  estate	  mutual	  fund	  since	  its	  incep+on	  in	  May	  1998.	  	  From	  incep+on	  through	  January	  23,	  2007,	  the	  global	  real	  estate	  mutual	  fund	  was	  managed	  
as	   a	   U.S.-‐only	   real	   estate	   securi+es	   fund.	   	   Pruden+al	   began	   sub-‐advising	   the	   global	  mutual	   fund	   on	   January	   23,	   2007	   and	   changed	   the	   investment	   strategy	   to	   include	   global	   real	   estate	   securi+es.	   	   Prior	  
performance	  can	  be	  arributed	  to	  the	  previous	  investment	  sub	  advisors.	  Current	  opera+ng	  expense	  ra+o	  for	  the	  ins+tu+onal	  share	  class	  of	  the	  Fund	  stands	  at	  1.07%.	  Return	  profiles	  for	  other	  products	  may	  differ	  
from	  those	  shown.	  Current	  performance	  may	  be	  lower	  or	  higher	  than	  past	  performance	  data	  quoted.	  	  The	  return	  and	  principal	  values	  will	  fluctuate	  and	  shares,	  when	  sold,	  may	  be	  worth	  more	  or	  less	  than	  their	  
original	  cost.	  Products	  shown	  in	  the	  returns	  sec+on	  are	  not	  available	  for	  non-‐U.S.	  investors.	  	  Availability	  of	  specific	  products	  might	  also	  be	  limited	  for	  certain	  U.S.	  investors.	  Past	  performance	  is	  not	  a	  guarantee	  or	  
reliable	  indicator	  of	  future	  results.	  
	  

5.9% 

3.0% 
3.8% 

0.9% 

2.2% 

0.8% 1.0% 

3.4% 

0.3% 

2.5% 

5.1% 

2.0% 

0.4% 0.6% 

-0.3% -1.0% 

0.0% 

1.0% 

2.0% 

3.0% 

4.0% 

5.0% 

6.0% 

7.0% 

$0-1B $1-$3B $3-$5B $5-$10B >$10B 

Global Real Estate Securities mutual fund S&P Developed Property Index Variance 



15 

PRUDENTIAL REAL ESTATE INVESTORS 

CONFIDENTIAL INFORMATION. NOT FOR FURTHER DISTRIBUTION. 
REF:  ADEO-8UHVS9 

IMPORTANT INFORMATION  
  
Prudential Investment Management is the primary asset management business of Prudential Financial, Inc. Prudential Real Estate Investors is 
Prudential Investment Management’s real estate investment advisory business and operates through Prudential Investment Management, Inc. 
(PIM), a registered investment advisor.  Prudential, the Prudential logo and the Rock symbol are service marks of Prudential Financial, Inc. and 
its related entities, registered in many jurisdictions worldwide. 
  
The information contained herein is provided by Prudential Real Estate Investors.  This document may contain confidential information and the 
recipient hereof agrees to maintain the confidentiality of such information.  Distribution of this information to any person other than the person to 
whom it was originally delivered and to such person’s advisers is unauthorized, and any reproduction of these materials, in whole or in part, or 
the divulgence of any of its contents, without the prior consent of PREI, is prohibited.  Certain information in this document has been obtained 
from sources that PREI believes to be reliable as of the date presented; however, PREI cannot guarantee the accuracy of such information, 
assure its completeness, or warrant such information will not be changed.  The information contained herein is current as of the date of issuance 
(or such earlier date as referenced herein) and is subject to change without notice. PREI has no obligation to update any or all such information; 
nor do we make any express or implied warranties or representations as to its completeness or accuracy.  Any information presented regarding 
the affiliates of PREI is presented purely to facilitate an organizational overview and is not a solicitation on behalf of any affiliate.  These 
materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial instrument 
or any investment management services.  These materials do not constitute investment advice and should not be used as the basis 
for any investment decision. 
  
These materials do not take into account individual client circumstances, objectives or needs.  No determination has been made regarding the 
suitability of any securities, financial instruments or strategies for particular clients or prospects.  The information contained herein is provided on 
the basis and subject to the explanations, caveats and warnings set out in this notice and elsewhere herein.  Any discussion of risk management 
is intended to describe PREI efforts to monitor and manage risk but does not imply low risk. 
All performance and/or targets contained herein are subject to revision by PREI and are provided solely as a guide to current 
expectations.  There can be no assurance that any product or strategy described herein will achieve any targets or that there will be 
any return of capital.  Past performance is not a guarantee or reliable indicator of future results.  No representations are made by PREI 
as to the actual composition or performance of any account.  
The financial indices referenced herein as benchmarks are provided for informational purposes only.  The holdings and portfolio characteristics 
may differ from those of the benchmark(s), and such differences may be material.  Factors affecting portfolio performance that do not affect 
benchmark performance may include portfolio rebalancing, the timing of cash flows, credit quality, diversification and differences in volatility.  In 
addition, financial indices do not reflect the impact of fees, applicable taxes or trading costs which reduce returns.  Unless otherwise noted, 
financial indices assume reinvestment of dividends.  You cannot make a direct investment in an index.  The statistical data regarding such 
indices has not been independently verified by PREI.   
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References to specific securities and their issuers are for illustrative purposes only and are not intended and should not be interpreted as 
recommendations to purchase or sell such securities. The securities referenced may or may not be held in portfolios managed by PREI and, if 
such securities are held, no representation is being made that such securities will continue to be held. 
  
These materials do not purport to provide any legal, tax or accounting advice.  These materials are not intended for distribution to or use by any 
person in any jurisdiction where such distribution would be contrary to local law or regulation. 
  
Risk Factors:  Real estate strategies may invest in equity securities of issuers that are principally engaged in the real estate industry.  
Therefore, an investment by a strategy is subject to certain risks associated with the real estate industry and, more generally, the public 
markets.  Risks associated with real estate include, among others: possible declines in the value of real estate; risks related to general and 
local economic conditions; possible limitations on access to mortgage funds or other sources of capital; overbuilding; risks associated with 
leverage; market illiquidity; extended vacancies and/or delays in completion of properties under development; increase in operating expenses; 
changes in governmental regulation; costs resulting from environmental problems and natural disasters; tenant bankruptcies or other credit 
problems; casualty or condemnation losses; decreases in market rates for rents; and changes in interest rates.  To the extent that assets 
underlying a strategy’s investments are concentrated geographically, by property type or in certain other respects, the strategy may be subject 
to certain of the foregoing risks to a greater extent.   
  
Holdings in a particular strategy can vary significantly from broad market indexes.  As a result, performance of an individual strategy can 
deviate from the performance of such indexes.  As a strategy invests in stocks, there is the risk that the price of a particular stock owned within 
a strategy could go down or pay lower-than-expected or no dividends.  In addition, the value of the equity markets or of companies comprising 
the real estate industry could go down.  Other considerations relative to the public markets may include, but not be limited to:  borrowing and 
leverage, currency futures and options, debt securities, derivatives, exchange-traded funds, foreign exchange transactions, foreign investment 
risks, hedging, illiquid or restricted securities, initial public offerings, investment in emerging markets, investment in other investment 
companies, mortgage-backed securities, options, repurchase agreements , risk factors involving derivatives, securities lending, short sales, 
temporary defensive strategy and short-term investments, U.S. Government securities, warrants and rights, and forward commitments. 
  
Investors are advised to review the Investment Prospectus, Statement of Additional Information and other information related to specific 
strategies for further detail regarding the risks associated with investment in REITs and real estate securities.   
 
  
 


