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Advisor Perspective — Allocations to Alternatives

» Advisors recognize that there is a role for alternatives in client portfolios
» However, exposure has mainly been achieved through listed products

AVERAGE ALLOCATIONS TO LISTED AND NON-LISTED
ALTERNATIVES IN CLIENT PORTFOLIOS
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Advisor Perspective — Barriers to Investing in
Alternatives

» Even though advisors are providing their clients with some exposure to
alternatives, advisors acknowledge that there are barriers preventing
increased allocations

70% BARRIERS TO INVESTING IN ALTERNATIVES
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Advisor Perspective — Understanding the
Value of Real Estate

» Advisors realize the benefits of commercial real estate for their clients, as the
survey revealed that 85% of advisors are allocating to real estate in some
manner

MOST ATTRACTIVE FEATURES OF REAL ESTATE FOR YOUR CLIENTS
(Ranked 1 -5 with 5 being most attractive)
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Advisor Perspective — Barriers to Investing
in Commercial Real Estate

» This evolution of real estate products should include a response to concerns of
illiquidity, high and nontransparent fees, and infrequent valuation

GREATEST CONCERNS OF INVESTING IN NON-LISTED COMMERCIAL REAL ESTATE
86%
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liquidity principal  concept (i.e., processing interestrates these/NA
lack of track
record)
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The Evolution of an Asset Class

Two consistent themes for adoption and growth:

The investment thesis has The consumer can access the
achieved validation asset class and it is easy to use
Case study: Case study:
The History of High Yield The History of the Mutual Fund
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The History of High Yield
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High Yield data from Simfund ~Li pper Classification “High Current Yield".
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The Beginning of Non-Listed REITs
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Source: Non-listed REIT asset size data from Stanger (Equity and Mortgage non-traded REITs); Non-listed REIT asset size data prior to 2005 was calculated by backing out
gross sales numbers including DRIP as reported by Blue Vault.
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The Beginning of an Asset Class:
Are We in the Infancy?

10-year CAGR for High Yield 2001-2011: 12%

$250 B
200
—— Assets in High Yield ($ billions)
150
mmm Assets in non-listed REITs ($ billions)
100
50
0 p— ] I I
VoSN 0D~ NN T M WS 0D = NMY N W N0 O —
[ I e T = I = = L = = = T = = A = = = == R = = = I = = = = = = =y
(S - - N < N N < N N N N - N - = S e = A = BN = I = = B = I = I = T = I =
——————————————— L S A S A S S A S S S S S A SR o]
PN sdILEeEgge - o IS
S8 s288s8c888e88¢c 55 > S
- - N N N N N N N NN N NN o] N
This is a hypothetical example and may not reflect the actual workings of the non-traded REIT industry.
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The Evolution of an Asset Class: The Optimal

Intersection

VALIDATION
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The Evolution of High Yield

o » -

* New public debt was  « Bear Stearns « Over one-third of all * Default rates fell
investment grade underwrote the first corporate bond and High Yield
only; if it fell below it new-issue junk bond issues were not market returned

was a “fallen angel” 15% on average

. Drexel Burnham investment grade
started to bring « Milken controversy
below-investment-

grade companies to

market

V Established validation after controversy and heightened regulation

V Beginning of broad validation of investment thesis

* Attractive total returns
* “Get paid while you wait” or “call option on equities”
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The Evolution of High Yield

2000-02 2008-10
« Default rates rose « Spreads widen, » Continued strength
and High Yield record defaults, asset as a separately
market returned 0% levels decline defined asset class
on average ) ) based on linking the
+ Scrutiny on credit U.S. economy’s need
agencies increases for capital with
transparency and rids  jnvestors’ need for
industry of “bad income
players”

Continued validation after investment thesis endured toxic
environment and heightened regulation

Continued development of access to high yield, mainly through
mutual funds
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The Evolution of an Asset Class: Building the Optimal
Intersection, High Yield

AUM
VALIDATION | $256B

Source: Simfund ~Li pper Classificationa4Q28i2gh Current Yield" as of
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The Evolution of an Asset Class

Two consistent themes for adoption and growth:

The investment thesis has The consumer can access the
achieved validation asset class and it is easy to use
Case study:

The History of the Mutual Fund
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The Evolution of the Mutual Fund

Adriaan van Ketwich, a Dutch merchant, created the first investment trust
inl774-Eendr agt Maakt Magt (“unity creates si

1929-1940

» Massachusetts Investors’ « Crash wipes out highly « Mutual fund count
Trust goes public (first leveraged closed-end funds, tops 100
open-end mutual fund in and a small number of open-
the US) end funds survive

* Era of regulation — Securities
Act of ‘34, ‘36 Revenue Act,
and Investment Company Act
of ‘40

*Source: Investment Company Institute and U.S. Census Bureau. Size of funds does not include money market funds or funds that invest primarily in other mutual funds.
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The Evolution of the Mutual Fund

* 12b-1 adopted allowing * Assets surpass $1 trillion * Over 15,000 funds with over
funds to pay distribution + 18f-3 adopted in 1995, $8.9 trillion in assets in the US
expenses directly from fund allowing mutual funds to « At the end of 2011 44% of US
assets offer multiple share classes households owned mutual

» Fund/SERV was introduced funds; of these, mutual funds
by NSCC in 1986 accounted for 60% of

household financial assets*

V Achieved validation through weathering crisis and proving value

V Continued regulation enhances accessibility

*Source: Investment Company Institute and U.S. Census Bureau. Size of funds does not include money market funds or funds that invest primarily in other mutual funds.
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The Evolution of an Asset Class: Building the Optimal
Intersection, Mutual Funds

VALIDATION

Source: Simfund,4Q 2012; excludes Money Market funds
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Why Evolution?

It is not the strongest of the species that survives,
nor the most intelligent that survives. It is the one that

is most adaptable to change.

Charles Darwin

- Client Need - Competition
+ Market Opportunity + Globalization
- Regulation - Cost/Efficiency
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The Evolution of an Asset Class:
Where are Non-Listed REITs?

Two consistent themes for adoption and growth:

The investment thesis has The consumer can access the
achieved validation asset class and it is easy to
use
* Non-listed REITs: * Non-traded REITs: in evolution

proven investment thesis

* Non-listed REITs: heightened
regulatory awareness
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Where Did it Start?
History of Non-traded Real Estate Products

* Limited + 1031 » Publicly registered, * Publicly registered, non-
Partnerships Exchange non-traded REITs traded REITs with more
. DST/TIC gzﬁ;e’\rll;\\;‘)‘:lluatlon (e.g.
80s 1990s TODAY TOMORROW?
= Accredited  Accredited = Accredited » Accredited
* Institutions * Institutions * Institutions * Institutions
» Individuals * Individuals
* Independent and - Independent and
Insurance B/Ds Insurance B/Ds
* RIAs - RIAs
- Regional B/Ds
- Wirehouses
- Family Offices
- DC Platforms
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The Evolution of an Asset Class: Building the Optimal
Intersection, Non-traded REITs

Acceptance

VALIDATION and

Participation
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Conclusion

- We believe the next stage of growth for non-listed REITs will come from
marrying validation with access

- The evolution of the High Yield asset class provides a case study for a
validated investment thesis over time

+ The history of the mutual fund provides a case study on accessibility

- Securitized real estate has achieved investment validation — the key moving
forward will be providing access for more individuals

Investor participation lies at the

intersection of validation and access
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About Cole Real Estate Investments

* $12.7 billion assets owned and managed® r
* 48 states/territories

» 2,100+ properties

» 78 million square feet
» 98.2% occupancy

» 11.0 years average
remaining lease term

» 37 industry sectors

= 809 tenant concepts

Note: All Data as of 3/31/13,
(1) Includes Cole Credit Property Trust Il assets
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