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The large size of the U.S. and its variety of
economic drivers provide both investment
opportunity and diversification benefits to
international real estate portfolios. U.S. open-end
core funds maximize these benefits and help
mitigate the risks of cross-border investing by
offering immediate diversification across U.S.
markets and property types, steady income, and
high transparency thanks to the availability of a
widely used benchmark, the NCREIF Open End
Diversified Core Equity (ODCE) Index. They are
also a tax efficient option for institutional investors
and typically outperform direct investments in
their first year in rising market environments.

Infill Multifamily Apartments, Brookleigh Flats, Atlanta GA
THE

Why the U.S.
Market Size
The U.S. is the world’s largest institutional
real estate market, home to an estimated
one quarter – $2.4 trillion – of all
institutional property. In 2014, U.S. real
estate transaction volume totaled $385
billion, 43% of the global total. This
activity provides steady opportunity for
new investments and a wide menu of
markets and property types, all with a
common regulatory structure and shared
market conventions. The U.S. has more
institutional real estate assets under
management than the next three largest
institutional markets combined – Japan,
China and the U.K. Lower risk stabilized
assets represent the largest and most
liquid portion of the U.S. market.
As the world’s single largest consumer
market, the U.S. is less dependent on
exports than other major developed
markets. Exports of goods and services
in 2014 were just 13% of GDP. This
compares to 19% in Japan, 20% in
Australia, 28% in the U.K., and 31%
in Canada. The majority of U.S. goods
exports go to Canada and Mexico, with
only 7% of exports in 2015 year-to-date
going to China. As a result, volatile
commodity prices have less impact
on GDP and real estate demand. The
recent decline in oil prices is a negative
for a few U.S. markets, like Houston,
but demand for real estate in most U.S.
markets benefits from lower commodity
prices and resulting reduction in energy
costs. This may make U.S. property
investments a good complement to real
estate in markets where tenant demand
is driven by manufacturing exports
or commodity exports.

The Institutional Real Estate Universe
(% of global by market)
Middle East & Africa 5.4%
Other 4.5%

United States 25.3%

China 8.8%
Singapore 1.4%
Hong Kong 2.3%
Australia 2.4%
Canada 3.1%
Japan 7.9%

Mexico 3.1%

Turkey 0.8%

Brazil 2.1%

CEE 1.4%

Other 2.9%

Other 4.8%

UK 7.2%

Sweden 1.9%
France 3.9%

Switzerland 2.3%
Netherlands 1.5%

Spain 0.8%

Italy 1.5%

Germany 4.7%

Source: LaSalle Investment Management
2015 Global Real Estate Universe

Mixed-use Office & Retail in CBD Submarket with Tech
Tenant Appeal, 610 Broadway, New York NY

Lower risk stabilized
assets represent the
largest and most
liquid portion of the
U.S. market.
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Transparency
The U.S. ranks as the world’s second
most transparent real estate market
in JLL’s latest Global Real Estate
Transparency Index (http://www.jll.com/
greti/rankings). The U.S. is the global
leader in tracking real estate market data,
ranking first on this component of
transparency. Granular building-level
databases, time series data at the
submarket level across property types,
and robust transaction data give investors
a clear view of market conditions. On
performance measurement, the U.S. ranks
behind only the U.K. and Australia, with
long return benchmarks enabling investors
to track performance. The U.S. NCREIF
ODCE Index, described in detail later, is
the world’s longest-running real estate fund
benchmark. The U.S. also ranks among the
top ten real estate markets on governance,
regulatory and legal protections, and the
appraisal and transactions process.

Performance and Fair Value
Size and transparency are necessary
prerequisites for core investment, but
real estate performance is paramount.
Historically, U.S. property has delivered
total returns between those of global
equities and fixed income securities, similar
to property returns in the U.K., Australia,
Canada, and Japan (see table below).
U.S. real estate is no longer as attractively
priced as in 2010 to 2013, with its yield
spread relative to corporate bonds below
average as of July 2015. However, real
estate continues to offer an attractive
premium relative to risk free U.S. Treasuries.
This spread between the NCREIF income
yield and U.S. Treasuries is near its 15-year
average as of July 2015.

Historic Returns by Asset Class and Market to 31 March 2015
Average
Annual
Total return

Global
Stocks1

Global
RE
Securities2

Global
Corporate
Bonds3

Global
Government
Bonds4

Global
Property
Fund Index
(IPD)5

US ODCE
Fund Index
(NCREIF)6

UK
Property
Fund Index
(IPD)7

Australia
Core
Wholesale
Funds
(Mercer/IPD)8

Europe
Core
Funds
(INREV)9

1 Year

14.3%

16.1%

7.2%

8.5%

12.6%

13.4%

15.9%

10.2%

8.6%

3 Years

15.1%

12.8%

5.7%

4.8%

10.6%

12.7%

9.3%

9.4%

4.3%

5 Years

11.2%

12.1%

6.2%

4.6%

11.6%

14.5%

8.8%

9.6%

4.6%

10 Years

7.5%

7.9%

5.7%

4.1%

-

7.0%

3.4%

-

-

20 Years

8.0%

9.5%

6.6%

5.3%

-

9.1%

7.5%

-

-

Notes on sources:
1. MSCI All Country Gross World Total Return Index in Local Currency
2. EPRA/NAREIT Global (Developed) Index Total Return in US Dollars
3. Citigroup World Corporate Bond Index Total Return in US Dollars (Local Currency History Not Available Prior to 1999)
4. Citigroup World Government Bond Index All Maturities Total Returns in Local Currency
5. IPD Global Quarterly Property Fund Index Total Returns in local currency (average leverage is 20.7%)
6. US NCREIF Open End Diversified Core Equity (ODCE) Index Total Returns in US Dollars (average leverage is 21.7%)
7. AREF IPD UK Quarterly Property Funds Index in British Pounds. All pooled property funds index. (average leverage is 9.3%)
8. Mercer/IPD Monthly Core Wholesale Fund Index (Frozen) Total Return in Australian Dollars. Pre-fee NAV.
9. Europe Core Funds Total Return in Local Currency. Comprised of 68% open-end funds and 32% closed-end funds.
Total GAV of €130.8. 72% Continental Europe. 24.5% Leverage.
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Dominant Grocery-Anchored Retail, University Commons, outside Austin TX

The outlook for U.S. real estate net
income growth is strong over the next
three years. LaSalle forecasts that
income growth will average 4% for the
four major property types, driven by the
combination of 3 to 4% rent growth and
risking occupancy. Property owners
continue to gain pricing power as
vacancy tightens, and vacancy rates
are now below long-term averages
across property types. LaSalle is being
more selective, resulting in a lower
success rate in competitive auctions,
but continues to see attractive
investment opportunities across the
growing volume of transactions, both
on and off-market.

Core investing offers attractive risk adjusted
returns for investors with long investment
horizons. High quality, stabilized, long-leased
assets are less sensitive than higher risk
strategies to market volatility. With high
occupancy and a small share of leases
rolling over each year, income is more stable
and liquidity is likely to hold up better in top
tier locations. We believe that U.S. core funds
which focus on secular changes in
demographics, technology, and urbanization
(DTU) will generate superior income growth
over multiple cycles. This long-term
investment perspective is especially attractive
as we enter the sixth year of the current
economic recovery; the last three U.S. cycles
lasted for eight years on average.

18
18%

FORECAST

RECESSIONS

16
16%
14
14%

12%
12
10%
10

RECESSIONS

8%
8
6%
6
4

4%
2

2%

Retail

2017

Office

2015

2013

Warehouse

2011

Apartments

2009

2007

2005

2003

0%0
2001

ODCE Vacancy Rate. Trailing Year Average

ODCE Vacancy Rate by Property Type

Historic data sources: NCREIF ODCE Data as of Q1 2015.
Forceast data source: Lasalle Investment Management. Forecast most recent as of June 2015

LASALLE INVESTMENT MANAGEMENT | RESEARCH & STRATEGY

THE CASE FOR INVESTING IN U.S. CORE REAL ESTATE | 5

Cross-Border Diversification
Property fundamentals and capital
markets differ across countries, providing
diversification benefits. This shifts out
the efficient risk-return frontier for a
cross-border portfolio, an effect which
may be greater when differences in debt
markets are included (the table below
is based on unleveraged returns only).
Debt is currently accretive for most core
U.S. property acquisitions. The 2008-2009
Global Financial Crisis highlighted the
interconnectedness of real estate markets
across borders and drove up the crosscountry correlations, but correlations are
down over the previous five years as
economies have once again started to
move at different speeds. For example,
the U.S. – Australia local currency
correlation since 2010, while still high,
has dropped to 0.75. Correlations have
turned negative between the U.S. and
Japan, and the U.S. and U.K.

15 Year Unleveraged Return Correlations
(Assumes Perfect Currency Hedging)
Local Currency
Returns

AUS

JPN

FRA

GER

UK

CAN

US

Australia

1.00

0.90

0.93

-0.06

0.57

0.61

0.87

Japan

1.00

0.86

-0.09

0.43

0.58

0.81

France

1.00

1.00

-0.12

0.47

0.86

0.80

1.00

-0.10 -0.11

0.10

1.00

0.25

0.57

1.00

0.66

Germany
UK
Canada
US

1.00

The table above shows return correlations in local currency, which implicitly
(and unrealistically) assumes perfect currency hedging.
Due to limited index history, Japan correlations are based on data from
2002-2014 (13 years). Return correlations are quarterly except in the cases
of France and Germany, where only annual data is available.

5 Year Unleveraged Return Correlations
(Assumes Perfect Currency Hedging)
Local Currency
Returns

AUS

JPN

FRA

GER

UK

CAN

US

Australia

1.00

0.35

-0.06

0.75

-0.05

0.20

0.75

Japan

1.00

-0.90

0.80

0.09

-0.06 -0.03

France

1.00

1.00

-0.67 -0.15

0.45

0.51

1.00

0.50

-0.53

0.12

1.00

-0.31 -0.26

Germany
UK
Canada

1.00

US

0.27
1.00

Source: MSCI / IPD, NCREIF

Walkable Urban Multifamily Apartments,
505 North State Street, Chicago IL

Correlations are down
compared to the previous
five years as economies
have once again started to
move at different speeds
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Currency Risk
International investing, whether in real
estate or equities, the U.S. or Europe,
involves currency risk. This risk can be
partially hedged at low cost in the shortterm through forward exchange contracts
or (more costly) options. Unlike fixed
income investing, where future cash flows
are known, real estate cash flows are
uncertain, which presents a challenge for
hedging. Future cash flows and terminal
values need to be forecast in order to
hedge and if they differ from those
forecasts, investors may find themselves
over or under-hedged. In practice, many
investors hedge on a sliding scale, with
more complete hedging for expected
near-term distributions that have more
certainty and lower hedge ratios for more
uncertain cash flows far into the future.
Core U.S. Funds have the benefit of
consistent distributions, which makes

short-term hedging easier. However, most
cash flows of core real estate assets are
far in the future, tied up in the capital value
of the asset. There is potential refinancing
risk if liquidity is needed to roll-over short
term hedges for this capital value.
Many large investors use an overlay
hedge program, taking into account net
positions across asset class and currencies,
and do not hedge individual investments.
For investors with a long-term horizon,
it can often make sense to leave crossborder investments unhedged; while
exchange rates are certain to be volatile,
the current spot rate already reflects the
market’s long term forecast. In the
correlation table below, realized returns
in a single currency are much less
correlated, due to currency movements
that were driven by cross-border
differences in exchange rates, trade
balance, and growth.

15 Year Unleveraged Return Correlations in a Single Currency
(Unhedged Returns)

AUS

JPN

FRA

GER

UK

CAN

US

Australia (AUD Return)

1.00

-0.07

0.45

0.02

0.35

0.28

0.20

Japan (JPY Return)

0.29

1.00

0.65

0.34

0.36

0.35

0.51

France (Euro Return)

0.34

0.05

1.00

-0.12

0.35

0.46

0.40

Germany (Euro Return)

-0.24 -0.03 -0.12

1.00

-0.03 -0.17

0.23

UK (GBP Return)

0.03

-0.44 -0.44 -0.79

1.00

0.02

-0.07

Canada (CAD Return)

0.26

-0.12

0.35

-0.13

0.06

1.00

0.30

US (USD Return)

0.20

0.01

0.32

-0.04

0.43

0.39

1.00

The analysis above shows the correlation between returns if an investor
had no currency hedging and converted their invested capital back into their
domestic currency at the market exchange rate at the end of each period.
Due to limited index history, Japan correlations are based on data from
2002-2014 (13 years). Return correlations are quarterly except in the cases
of France and Germany, where only annual data is available.
Source: MSCI / IPD, NCREIF

Hub Market Distribution Warehouse, 11101 Etiwanda,
outside Los Angeles, CA
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Why Open-end Core Funds
Within the U.S. market, core funds stand out as attractive vehicles for cross-border
investors for five reasons:
1. Immediate Diversification Across
U.S. Markets, Property Types, and
Tenants, for both Small and Large
Ticket Sizes
Within the U.S., investors in core funds
are immediately diversified by property
type, by market, and by tenants and lease
maturities. By contrast, direct investors
building a portfolio from scratch through
individual acquisitions face significant
concentration risk in the first several years
of constructing such a portfolio. Core
funds enable investors with smaller tickets
to access the benefits of diversification,
which might be unachievable through
direct investment.
The wide variety of property types and
markets in the U.S. makes national
diversification valuable. The underlying
drivers of real estate demand vary between
U.S. metropolitan areas: there are resourcedriven markets like Houston, governmentdriven markets like Washington D.C., and
tech-driven markets like San Francisco.
Markets move at a range of speeds, from

fast-growing low barrier-to-entry markets
like Dallas, to slower growth higher barrierto-entry markets like Boston and New York.
The table below shows the total return
correlations between the eight largest
markets in the US for institutional investment,
many of which are below 0.75. Core funds
with investments across these markets
achieve superior risk-adjusted returns.
Similarly, diversification by property type
is another important advantage. The
scale of the U.S. market, combined with
relatively limited government rent
regulation, has created an especially wide
variety of investable property types. Unique
among major markets, U.S. multifamily
rentals make up a quarter of all institutional
property investments. Institutions reporting
to NCREIF also own over $67 billion of
industrial and logistics, primarily distribution
warehouses; these are 12% of the
benchmark. Niche or specialty property
types such as medical office buildings,
parking, self-storage, truck terminals,
seniors housing, and student housing have
attracted many institutional investors.

US Market 30 Year Correlation Matrix

NY
LA

NY

LA

Wash.
DC

Chicago

SF Bay
Area

Boston

Dallas

Houston

1.00

0.86

0.84

0.83

0.67

0.73

0.68

0.52

1.00

0.81

0.79

0.77

0.67

0.68

0.54

1.00

0.80

0.60

0.68

0.61

0.45

1.00

0.67

0.66

0.65

0.51

1.00

0.61

0.62

0.48

1.00

0.63

0.37

1.00

0.68

Wash. DC
Chicago
SF Bay Area
Boston
Dallas
Houston

1.00

Source: NCREIF Based on quarterly returns over last 30 years, all property types
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Apartment and Office complement each other
Performance relative to the NCREIF Index

+/- From all property benchmark

10
10%
8
8%
6
6%
4

4%
2

2%
0%0
-2%
-2
-4%
-4
-6%
-6

Apartments

2015 Q1

2013 Q4

2012 Q3

2011 Q2

2010 Q1

2008 Q4

2007 Q3

2006 Q2

2005 Q1

2003 Q4

2002 Q3

2001 Q2

2000 Q1

1998 Q4

1997 Q3

1996 Q2

1995 Q1

1993 Q4

1992 Q3

1991 Q2

1990 Q1

1988 Q4

1987 Q3

1986 Q2

1985 Q1

-8%
-8

Office

Source: NCREIF Property Index

Niche properties have also seen their cap
rate spreads over traditional property types
steadily narrow over the last decade, and
they continue to have higher average
income yields vs. traditional office,
multifamily, retail, and industrial assets.
LaSalle’s latest estimate of the real estate
universe shows that multifamily rentals
make up 36% of the potential investable
U.S. property stock, with other niche
property types making up 11%. For U.S.
REITs, multifamily and niche are 53%
total gross assets under management.
The ability to access and diversify across
multifamily and other niche property
types, at scale, distinguishes the U.S.
from other major real estate markets.
Investors benefit from this variety. For
example, U.S. multifamily residential is
countercyclical relative to other property
types. Because demand is relatively
inelastic and owners can keep properties
near full occupancy by immediately
adjusting rents, it tends to outperform the
index during downturns and underperform
late in expansions. This quality makes
it an especially good complement to
portfolios that are over-weight property
types like office that have more procyclical characteristics, as highlighted in
the graph above.
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2. NCREIF ODCE Benchmark Index
A key driver of transparency is availability
of real estate indices that enable investors
to monitor their managers and track
performance. The 37 year-old NCREIF
Open End Diversified Core Equity (ODCE)
Index, stands out as good benchmark,
since it captures the impact of leverage
and fund-level costs and is therefore
directly comparable to individual fund
returns. Only five other countries have
core fund indices with more than 10 years
of history, and none of these are as large
as ODCE, with as much history, or with as
much granular attribution data available.
NCREIF ODCE Fund Index
By the numbers
As of Q1 2015
Funds Included

23

Inception Date

January 1978

Gross Asset Value

$173 billion

Leverage

21.7%

Occupancy

92.8%

Diversification by Property Type
Multifamily residential

25.4%

Industrial

12.2%

Office

39.1%

Retail

19.1%

Hotels

1.3%

Self-Storage

1.9%

Others (Parking, Land)

1.0%
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NCREIF ODCE Fund Index History
30
30%

+/- From all property benchmark

21.3%
16.3%

20
20%

16.4%

16.0%

16.0%

13.0%

13.9%
10.9%

12.5%

10
10%
0
0%
-10%
-10
-10.0%

-20%
-20
-30%
-30
-29.8%

-40%
-40
2004

2005

2006

2007

Income Return

2008

2009

2010

Appreciation Return

2011

2012

2013

2014

Total Returns

Returns differ from those shown on page 2 because they are shown on an annual basis,
through year-end 2014, rather than through Q1 2015 Gross, Value Weighted Pre-fee Returns.
Source: NCREIF

The ODCE Index is compiled by NCREIF,
an independent non-profit association,
whose members include pension fund
investors and investment managers.
ODCE includes 23 funds that conform
to strict criteria for inclusion. Funds must
be 95% or more invested in the U.S. and
80% of fund assets must be invested in
stabilized core assets. To qualify for
inclusion in the index, the fund must
be diversified, with no more than 65% of
value in any one property type or region
and leverage may not exceed 40%.
Current Q1 2015 member fund loan-tovalue ranges from 14% to 36%, averaging
21.7%. IPD / MSCI, which entered the
U.S. relatively recently, maintains a similar
competitive index, including 21 of the
same 23 funds. Having both indices is a
boon for transparency and the IPD Index
is useful for building cross-border indices.
Two-thirds of the core open end fund
assets tracked by IPD’s Global Property
Fund Index are in the U.S. However, the
NCREIF ODCE Index is the more widely
used of the two indices.
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3. Core Funds, on Average,
Outperformed Direct Investments
in Year 1
Returns on existing properties have
historically outperformed those of
new direct investments in the first year
of ownership, making core funds a
compelling alternative to direct investment.
Fund investments have an advantage
coming out of the gate. Over the past
11 years, first year returns for newly
purchased assets have trailed the overall
NCREIF Property Index by 2.7%. Looking
only at positive return years, the lag is
3.9%. This initial performance gap
is caused by several factors. A new direct
acquisition has added acquisition and
administrative start-up costs that are
written off in their initial year. Also, initial
income yields on core investments tend
to be lower than the index as a whole.
For example, average going-in cap rates
for market acquisitions are slightly lower
than the trailing year index return,
despite typically higher occupancy
for new acquisitions.
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4. Specialist Strategies, Expertise,
and Relationships
ODCE Index funds primarily invest in
stabilized core apartments, industrial,
office, and retail properties. Some funds
also selectively invest in higher risk
projects, such as apartment and
warehouse development, up to a limit. Most
funds have 5 to 10% of gross assets under
management invested in these strategies.
This enables core funds to develop-to-core
to take advantage of cyclical strength in
property fundamentals. ODCE funds also
selectively invest in several niche property
types. These specialized strategies capture
diversification benefits that reduce overall
portfolio risk and generate higher returns.
They require specialized property type
expertise, through in-house experts, and
through strong joint venture operating
partner relationships. This is a key benefit
to investing through a core fund. Given the
size of a typical separate account, or with a
new fund, it is very difficult to reach a scale
where this extensive diversification into
niche sectors is possible at a reasonable
cost. The greater scale of a core open end
fund also enables them to invest in larger
assets than a typical separate account.
Larger assets can be more efficient to
manage and have historically outperformed
smaller assets.
Securing attractive acquisitions and
maximum pricing on dispositions is in part
driven by having strong credibility in the
marketplace for transaction professionalism
and for following through on commitments
in a timely way. As a result, core open-end
funds, due to their size, long track record,
and the discretionary nature of their capital,
tend to be favored in many transactions
over other buyers who are smaller, less
well-known, or have non-discretionary
capital sources. Niche properties types,
several described in more detail below,
have a different set of income drivers and
characteristics that are often uncorrelated.
Medical office capitalizes on changes
underway in U.S. healthcare delivery that
have little to do with the economic cycle.
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Parking and hotels offer upside when the
economy is strong. Truck terminals have
very high income returns throughout the
cycle. Self-storage, student housing, and
seniors housing are necessity-driven
niches and their demand holds up well in
recessions. Among these niches, LaSalle
especially recommends self-storage,
medical office, and parking because they
typically require low capital expenditures,
and often have tenants that are more
likely to remain when their leases expire.

Infill Medical Office Building, Massachusetts Eye & Ear Outpatient Center,
Boston MA

Medical Office: Medical office buildings
(MOBs) are a specialized type of office that
account for approximately 10% of the U.S.
office sector; they are typically smaller,
about 60,000 square feet. Large private
healthcare systems, as well as independent
practices, lease space in these buildings
for outpatient consultations and minor
procedures. The U.S. healthcare industry
is consolidating and many large healthcare
networks are leasing MOBs to reduce costs
(relative to on-campus hospital care) and be
closer to patients. This is creating strong
demand from high-credit quality tenants.
Moreover, the Affordable Care Act
(“Obamacare”) has led to sharp increases
in health insurance coverage and greater
demand for medical services. Medical
tenants tend to invest their own capital in
tenant improvements and are sticky, with
above average renewal rates. MOB vacancy
increased very little during the GFC and
healthcare job growth remained positive.
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Self-storage: U.S. self-storage properties
lease storage units to individuals for storing
personal property. While leases are shortterm, tenants tend to renew leases for many
years. Their property in the storage units
also acts as collateral, discouraging rent
delinquency. Self-storage properties benefit
from low capital expenditures and steady
income growth. Properties in major metros,
in locations with high population density,
high incomes, and low ratios of existing
storage units to population, are wellprotected from new supply. Owning several
properties within a single market is often an
advantage because it provides economies
of scale in marketing and operations.

Self-storage, outside Philadelphia PA

Parking Garages: U.S. parking investments
are typically multi-level parking structures,
with a mix of transient daily parkers, regular
monthly commuters, and long term tenants
such as nearby hotels. Most low density
locations in the U.S. offer free parking, but
in higher value locations, primarily urban
CBDs, parking commands significant rents.
The higher the density, the greater the
demand for and willingness to pay for
parking, and the trend toward urbanization
and greater density in U.S. downtowns has
supported rapid revenue growth through rate
increases. Urban parking garages often sit
on valuable land that could potentially be
redeveloped into higher value office and
mixed-use developments at some point in
the future.
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Pelican Parking Garage, Miami Beach FL

5. Tax Efficiency
Open-end core funds are among the
most tax efficient ways for cross-border
investors to access the U.S. market.
A direct property investment (outside a
fund) by overseas investors in the U.S.
– without a partner – is relatively onerous
from a tax perspective. By contrast, club
investments and direct investment with
less than a 50% interest may offer better
tax efficiency, but these non-controlling
interests can be harder to find and can
require significant investor resources to
assemble and review. U.S Open-end core
funds provide good efficiency for investors
with a long hold investment horizon.
Investors are strongly encouraged to
consult their independent tax advisors for
detailed guidance on the legal and tax
consequences of different structures.
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Conclusion
For real estate investors venturing across
borders, the U.S. market often makes
sense as a first, or second, step. Its size
and transparency means cross-border
investors can access more opportunities
for the same fixed search and time costs
associated with learning a new market.
U.S. returns have historically provided
diversification benefits. U.S. returns have
correlations well below one with other
major real estate markets. And the U.S.
market has investable property types not
available in many other markets, including
a large multifamily sector and niche
property types like medical office.

It is especially valuable because of
large differences in drivers between U.S.
markets and property types, ranging from
technology (San Francisco Bay Area)
to government (Washington D.C.), to
healthcare (medical office). The scale
of an open-end core fund gives investors
access to larger deals, specialized niche
sectors, and acquisition opportunities
that are inaccessible to smaller investors.
Core funds also benefit from the highly
transparent NCREIF ODCE Index
benchmark, tend to outperform direct
investments in their first year, and offer
tax efficiency.

Core open end funds are an especially
efficient way to access the U.S. market
because they provide immediate
diversification, even for investors with
small ticket sizes. Funds are diversified
by property type, markets, tenants and
assets, which reduces concentration risk.

Transit-Oriented Office, Virginia Square, outside Washington D.C.

LASALLE

Past Performance not Indicative of Future Results
Past performance is not indicative of future results. No assurance can be given that the returns presented herein will be equal or
similar to those achieved or expected to be achieved by an investor in any particular US core fund benchmarked to the ODCE Index
or otherwise. The ultimate returns realized by any future investment will depend on numerous factors that are subject to uncertainty.

General Risks of Investing in Private Real Estate Funds
Investments in private real estate funds are speculative and involve special risk and there can be no assurance that a fund’s
investment objectives will be realized or that suitable investments may be identified. An investor could lose all or a substantial
portion of his or her investment. Private funds are generally not subject to the same regulatory oversight as registered funds.
Investments may involve complex tax structures resulting in delays in distributing important tax information, may not be required
to provide periodic pricing or valuation information, lack diversification, limited transparency, and may employ leverage and other
speculative investment practices.

Real Estate Risks
The securities of issuers that are principally engaged in the real estate sector may be subject to risks similar to those associated with
the direct ownership of real estate. These include: declines in real estate values, defaults by mortgagors or other borrowers and tenants,
increases in property taxes and operating expenses, overbuilding, fluctuations in rental income, changes in interest rates, possible lack
of availability of mortgage funds or financing, extended vacancies of properties, changes in tax and regulatory requirements (including
zoning laws and environmental restrictions), losses due to costs resulting from the cleanup of environmental problems, liability to third
parties for damages resulting from environmental problems, and casualty or condemnation losses. In addition, the performance of the
local economy in each of the regions in which the real estate owned by a portfolio company is located affects occupancy, market rental
rates and expenses and, consequently, has an impact on the income from such properties and their underlying values. No investment
strategy or risk management technique can guarantee return or eliminate risk in any market environment.
The Sponsor makes no guarantee that the Fund will be able to achieve these targets in the long term. Targets are objectives and
should not be construed as providing any assurance as to the results that may be realized in the future from investments in the Fund.
Many factors affect Fund performance including changes in market conditions and interest rates and changes in response to other
economic, political or financial developments. These targets are being shown for information purposes only and should not be relied
upon to make predictions of actual future performances. The information underlying any targets or other forecasts has been obtained
from or is based upon sources believed to be reliable, but the Sponsor assumes any responsibility for, or makes any representation or
warranty, express or implied as to the adequacy, accuracy or completeness of, any such information.

Important Notice
Any opinions, forecasts, projections or other statements, other than statements of historical fact that are made in this document are
forward-looking statements. Actual events or results or the actual performance of the Fund may differ materially from those reflected
or contemplated in such forward-looking statements. Accordingly, LaSalle makes no express or implied representation or warranty,
and no responsibility is accepted with respect to the adequacy, accuracy, completeness or reasonableness of the facts, opinions,
estimates, forecasts, or other information set out in this document or any further information, written or oral notice, or other document
at any time supplied in connection with this document. All assumptions, figures and calculations contained in the information must be
independently verified by the professional investor and recipients should independently evaluate specific investments and strategies.
This information is intended to provide general information about common characteristics of open end real estate core funds. This
publication does not constitute an offer to sell, or the solicitation of an offer to buy, any securities or any interests in investment funds
sponsored by, or the advisory services of, LaSalle Investment Management and is subject to correction, completion and amendment
without notice. Any such offer, if made, will only be made by means of a confidential prospectus. The prospectus will include information
regarding investment risk and investors should have the financial ability and willingness to accept these risks. All information obtained
from third party sources is believed to be reliable and current, but accuracy cannot be guaranteed and we do not undertake to
update any information contained in this document. All assumptions, figures and calculations contained in the information must
be independently verified by the professional investor. This publication has been prepared without regard to the specific investment
objectives, financial situation or particular needs of recipients. No legal or tax advice is provided. Recipients should independently
evaluate specific investments and trading strategies and should engage its own legal, financial and tax advisors prior to investing in
real estate. By accepting receipt of this publication, the recipient agrees not to distribute, offer or sell this publication or copies of it
and agrees not to make use of the publication other than for its own general information purposes.
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