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Executive Summary

Odyssey is an asset management firm that is focused on seeking out attractive investment opportunities in the
private markets. We invest in thematic opportunities in sectors we believe represent good value and are
anticipated to achieve superior risk adjusted returns.

We often employ value add strategies such as refurbishment, reorganisation and repositioning, which increase the
capital appreciation and cash flow generation over time. Where strategically advantageous, we partner with local
execution partners who have long and successful track records in the niche sectors and strategies we are most
interested in. One such sector that we have been building a position in is Student Housing in the United States.

We invest in thematic opportunities within real estate, with a further focus on specific sectors that we believe
represent good value in the investment cycle, that are anticipated to achieve superior risk adjusted returns. Where
suitable we may employ such value-add strategies as repositioning the asset to further enhance yield and long
term growth from the asset. We partner with local execution partners who have long and successful track records
in the niche sectors and strategies we are most interested in.

The US Student Housing sector offers a unique and exciting opportunity to participate in one of the fastest growing
sub-sectors of the US real estate market. Sector specific tailwinds, such as highest global ratio for tertiary
enrolments and lack of reliance on overseas students, helps it standout versus other markets globally. We believe
this makes the sector incredibly resilient in the backdrop of global uncertainty.

Unlike the United Kingdom or Australia, US students have remained on campus and combined with a projected
positive rebound from COVID-19, US Universities are receiving record levels of enrolment for September 2021 and
into 2022. This is helping drive the continual need for new and updated student accommodation at campuses
around the country, particularly as universities allocate capital to non-housing facilities such as classrooms and
sports centres.

To further illustrate our research to date, we have completed on this sector and the opportunities we are seeing in
the market, we have compiled this thought piece series for our client’s interest, it is in 3 parts:

Part 1: Student Housing Introduction & the sector at a glance
Part 2: Deep Dive into the Industry Dynamics & Fundamentals

Part 3: Case Study & Value Proposition — Potential REIT Listing

In this segment we are introducing the specific industry dynamics and investment fundamentals to build out our
investment case. We believe that these dynamics are sticky given the characteristics of real estate. Hence, the
analysis of the industry dynamics and deeper fundamentals makes us confident in our bullish stance on US Student
Housing sector.
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Part 2: Industry Dynamics and Investment Fundamentals

To provide a birds-eye view of the sector and the current attractive dynamics, this thought piece focuses on the
demand and supply drivers for Student Housing in the US. We will focus on the key investment thesis and highlight
the market opportunity we have identified presently in this sector. We further dive deeper into the fundamentals
taking into account forward-looking operating metrics such as pre-leasing and valuation comparisons.

Demand Analysis
We believe that there will be high demand for Student Housing based on the following three key factors:

e Stable & Growing enrolment rates
e High Domestic Student Population
e High demand for quality Student Housing accommodation

Stable & Growing Enrolment Rates

The US University system is a US$S600M per year industry which is rapidly growing. Despite the increasing
acceptance of online education, Wiley’s surveys have found that a college degree is still valued within the work
force which translates to a stable, growing enrolment rate. Long term trends indicate that annual college
enrolment rates have remained strong and withstood the different economic cycles as shown in Figure 10 which
highlights recession and enrolment rates, we believe this trend will continue for the foreseeable future.

Figure 10: Enrolment Rates and Recession
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We have also identified that the enrolments rates are counter-cyclical in nature, increasing during and after
recessionary periods. Our research has also shown that the labour market suffers from a lack of high quality skilled
and educated labour, whereby possible employers are demanding more from prospective hires. This demand
among with the shifting business world is expected to continue. As enrolment rates and recessions are positively
correlated, we see the current COVD crisis as providing a strong tailwind for the demand for Student Housing
accommodation for the next 3 to 5 years.

30F12



Attractive Demographics . .
Figure 11: Student Demographics
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Pent-up & Spill-over Demand

Students are keen and craving to return to campus for more social interaction amidst the long quarantine and
lockdown in US. As such, we believe there is pent-up demand for on-campus activities and in turn PBSA. PBSA have
historically been attractive to students for the community as well as the amenities & convenience.

We also realise that the current campus facilities are unable to accommodate to this level of demand and we will
likely see a spill-over demand. According to CBRE, on-campus facilities for the top 175 universities are only able to
accommodate approximately 21.5% of enrolled students. The pandemic woes for the number of available beds
does not end here. We are also wary of the social distancing requirements that many universities are enforcing
where a survey carried out by Association of College and University Housing Officers demonstrated that 70% of the
universities are planning to reduce bed counts. We estimate the cut in bed amounts to be as high as 10% to 20%,
creating further opportunities for higher occupancies in off-campus student housing.

Furthermore, we observe that student preferences are shifting and placing importance on modern and quality
amenities. This in turn is seeing students select new or refurbished assets as opposed to aging on-campus
accommodation which traditionally have poor amenities and less updates to their facilities. A survey carried out by
Knight Frank notes that quality amenities are important factors that students desire, citing reasons such as Wi-Fi,
quality fit out and recreational space as some of their reasons for selecting purpose-built student accommodation
over University-owned accommodation. This reinforces our investment case that there will be a high probability of
spill-over demand and an uptick in yield as students are willing to pay a premium for better amenities. In turn, the
right assets will enjoy higher cash flow margins and asset desirability from the student market.
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Market Demand Forecast

Biden’s plan to fully vaccinate the US population in the coming months bodes well for the reopening of schools and
colleges and this in turn will drive up demand of purpose-built student accommodation. It is our view that demand
rise on the back of the continued vaccination of the US population and re-opening plans. This is further supported
by the local student sentiment in Figure 12. This chart shows the results of a survey of US students view regarding
the occupancy rates for the Fall Semester in 2022. It is noted that 74% believed that the occupancy will be 80% and
above.

Figure 12: Occupancy Rate Sentiments - Students
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The current Student Housing Market is facing a shortage, These factors created a shortage in the
underpinned by the following factors: current market and evidently, rental growth

. . . has been increasing.
a) Traditional credit lenders were not as willing to lend for

development and construction projects due to the pandemic, Dried up Credit for Construction

strangling the supply of new beds.
Fear and uncertainty tightened up creditor’s

b) Universities are under pressure to allocate more capital to pockets and constructions projects were
core education resources and slowed down the rate of delayed during the pandemic. CBRE &
construction of accommodation. CollegeHouse estimates a 20% fall in pipeline

of beds in 2021 and only seeing a supply
increase in 2023 in Figure 13.

Figure 13: Forecast of New Beds/Year
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CBRE has also noted that the are more keen development
/ . We believe that this is favourable for our
strategy looking to acquire assets at slightly cheaper going-in rates through leverage.

The delayed construction and scarce credit further aggravated the shortage of beds that was present before the
pandemic. Figure 14 summarises where there is a shortfall of beds in the major Tier-1 US Universities as surveyed
by NMHC. Compounding both factors of under-construction and liquidity for construction, the shortage problem
for the sector will aggravated with very little beds added

Figure 14: Shortfall in Tier-1 Universities surveyed
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Universities have been under pressure to allocate from 32,000 to 15,700 per year. Combined with the
more funds towards education and have since reduced ever-increasing enrolment rates and the demand for
their bed counts built since 2011, declining student accommodation, they are heavily reliant on

the private market to provide capital to construct new
beds to alleviate the shortage issues.

Industry Dynamics Wrap-up

Summarising the factors mentioned above, it is a sector with very high demand, but the supply is lagging behind
significantly. This is a significant market opportunity given that operators that know this will likely factor this into
the rent, driving up yields for these assets. Furthermore, the inflationary pressure currently makes hard asset
backed yield more enticing. Hence, we believe that Student Housing is one of the best investment sectors now.
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Deep Dive into the Fundamentals

The previous section uncovered the attractive broad industry dynamics. We dive deeper into the investment
fundamentals of Student Housing using comparative valuation and forward-looking operational metrics which may

up-value the assets when it returns to pre-pandemic levels.
Comparables and Valuation

Capitalisation rates (cap rates) is one of the most widely used
metric to evaluate a real estate investment. The cap rate gives
a picture of the market value of an asset, the lower the cap
rate is, the higher the market value. According to CBRE date in
Figure 15, Student Housing cap rates have compressed by
13bps from 2019 to 2020 and we can see that spread is
tightening between the compared asset class and Student
Housing assets. The consistent and large compression across
the years is due to the increased institutional attention and the
continued strength of the sector. We believe that it is just a
matter of time before it dips below multi-family cap rates with
its strong industry dynamics within the real estate sector.

Portfolio scale and location is also important
to maximise investor’s returns as 4Q20 saw a
large compression in part due to sale of large
portfolios and good asset locations.

The asset has also been stabilised, which is
underpinned by the cap rate spread and it
has been fairly stable in the past years. From
Figure 16, the cap rates spread have largely
traded in the 5-year average. This gives
assurance to investors that the asset
continues to be an attractive, low risk & a
fairly valued asset.

Figure 15: Cap Rates vs Multi-Family Properties
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Figure 16: Historical Cap Rate Spread
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We believe that the sector’s fundamentals and increased attention by institutional investors has made the overall
market more bullish on the forward prospects of Student Housing, CBRE gathered opinions from real estate
leaders and 39% of the investors felt that cap rate will compress further for student housing and only 24% felt that
cap rates will increase. The sector’s valuation is attractive all things considered and looks to appreciate with

further support from rising inflation.
Pre-Leasing Rates

Pre-leasing rates for the fall semester have been ticking up for
the fall semester and we are optimistic that the sector will
achieve close to full occupancy for majority of the
accommodation. US schools are reopening and in support of
our thesis of pent-up demand, Figure 17 showed that pre-
leasing rates have largely returned to 2020’s rate. With 3
months left in the pre-leasing phase, RealPage expects the pre-
leasing rates to accelerate and return to pre-pandemic levels.

We believe the strong pre-leasing rates
reflects the student’s return to on-campus
learning which bodes well for the cash-flow of
the assets and eventually the higher market
value when exiting the market. We believe
this is the opportunity for us to invest to
capture this tailwind.

Figure 17: 2021 Pre-leasing Rate
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Growing Rental Income and High Collection Level

Underpinned by the delayed construction of new beds, Student falling below 95% in FY 2020 despite the

Housing as an industry, is projected by CBRE to increase its rent pandemic while multi-family apartments have
by 1.64%-2.14% in the next 2 years while mature sectors like seen a significant number of rent
multi-family will see declines in rental income, owing to delinquency. It aligns with consistent cap
favourable demand supply factors. Furthermore, Student rates compression for its stable, high cash
Housing rental collection rates have been favourable, never flow margins.

Figure 18: Entrance to PBSA

Source: Student Quarters

Summary of the Fundamentals

US Student Housing has been a resilient sector with consistent cap rate compression over the past 5 years. The
consistency of the cap rates as shown in Figure 16 gives us a lot of confidence in the stability of the sector and we
feel that it is at that stage where it is becoming more acceptable as an institutional asset class.

The prospect of further cap rate compression rises from the deep understanding of the operating metrics that
drives the stability of NOI in the assets. Rental collection and pre-leasing rates have been returning to pre-
pandemic highs and looks to increase further, not many real estate sectors can say this. Even in the residential
sector, some of its operating metrics have outperformed the traditionally strong and resilient multi-family
apartments.

The capital appreciation of the asset stems from the fact that its collection rates are top-class amongst its peers
and the rental rates is structurally driven to increase from the shortage of beds. Putting both together, we are
getting a stable, high recurring cash flow asset, translating to very good yields and prospects of good capital
appreciation.

The relative strength of its operating metrics further supports our argument that cap rates will continue to
compress and will remain stable in the coming years.
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Our Investment Thesis

This thought piece has outlined the attractive broad industry dynamics as well explored the investment
fundamentals. We have summarised the key reasons for gaining exposure to the US Student Housing sector below:

e Higher Yield: The industry currently faces a shortage in beds and our forecasts show a steady rise in
rental growth.

e Risk Management: Given the high domestic student tenants, this dramatically reduces the reliance on
international students. Offering assets with modern facilities will help increase student demand.

Attractive Going-in Valuation: Cap rates and spreads are stable and low, trading at around a 40bps
premium/discount to multi-family properties, making student housing one of the best in Us real estate.

e Supportive Demand Drivers: Our argument of the pent-up demand is substantiated by the rising pre-
leasing rates. With the on-going recovery, we believe occupancy rates will return to pre-pandemic highs.

e The US has one of the highest vaccination rates globally, with the return of school imminent and
probable.

We believe that the attractiveness of the sector is underpinned by the above factors and the markets view on
forward valuation metrics and cap rates further supports this.

With the above in mind, we project that the US Student Housing sector will see an increase in yield, attributing to
ha rise in rental growth and higher occupancies from the shortages. Furthermore, hard asset backed yield hedges
against expected inflation, performing well against other asset classes in periods of high expected inflation. With
the CPl and PPI exceeding estimates, the thesis of reflation has been stronger. Hence, we believe this is the right
time to invest into US Student Housing for a stable, high margin cashflow asset and significant capital appreciation
with very minimal idiosyncratic risk.

In summary, this thought piece seeks to evaluate dynamics and fundamentals to build a strong investment case
and rationale for the sector. We believe that the COVID-19 pandemic has not changed the fundamentals and
drivers of the sector, which makes this one of the most attractive US real estate sectors at this juncture. In the
next and final part of the thought piece, we will introduce a case study to introduce our value proposition of a REIT
listing potential and the attractiveness of this sector via a case study to substantiate the arguments made here.
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Contact Us:

For more information regarding Student Housing, please contact the team on their details below:

Alex Walker

CEO, Co-Founder

M: (65) 8182 1191 O: (65) 6592 8262
Email: alex.walker @odyssey-grp.com

in/

Daniel Vovil

Co-Founder & President

M: (852) 9725 5477 O: (852) 2111 0668
Email: daniel.vovil@odyssey-grp.com

James Wheeler

Managing Director — Head of Distribution
M: (852) 9441 7968 O: (852) 2111 0668
Email: james.wheeler@odyssey-grp.com

HONG KONG SAR (Head Office)

&5 11F, The Lucky Building, 39 Wellington St, Central
Hong Kong
Tel: +852 21110668 | Fax: +852 21110768
Email: hongkong@odyssey-grp.com

ﬂ SINGAPORE
36 Armenian Street #05-10,
Singapore 179934

Tel: +653163 9192 | Fax: +65 6592 8261
Email: singapore@odyssey-grp.com
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Disclaimer:

This presentation is issued by Odyssey Asset Management (SG) Pte. Ltd. (“OAMSG”), for the information of Accredited Investors as
defined by the Monetary Authority of Singapore ("MAS") and other eligible recipients. This presentation is a review of the
investment case for Japanese hospitality real estate and is neither a prospectus nor an offer or invitation to apply for shares and
neither this document nor anything contained herein shall form the basis of any contract of commitment whatsoever. The
information contained in this presentation is for background purposes only and is subject to updating, revision and amendment, and
no representation or warranty, express or implied, is made, and no liability whatsoever is accepted by OAMSG or any other person.
Any investment must be made based on the offering memorandum or other offering document alone and this presentation may
only be distributed to those eligible to receive those prospectuses. Investors are shareholders in the investment vehicle and may not
be clients of OAMSG. Past performance is not necessarily a guide to the future. The value of investments and the income derived
there from may go down as well as up. All rights are reserved. The information contained in this presentation is strictly confidential
and is intended only for the use of the individual or entity to whom OAMSG have provided the report. No part of this report may be
divulged to any other person, distributed, resold and/or reproduced without the prior written permission of OAMSG. OAMSG is a
Singapore based company that is currently licensed by MAS to carry out fund management. This document is for informational
purposes only and does not constitute an offer or solicitation to sell services, shares or securities in any funds managed by OAMSG,
or any related or associated company. Any such offer or solicitation will be made only by means of a Private Placing Memorandum
and in accordance with the terms of all applicable securities and other laws. None of the information or analyses presented are
intended to form the basis for any investment decision, and no specific recommendations are intended. All indices used as reference
are for illustrative purposes only and not representative of a portfolio or strategy, furthermore, the comments contained herein are
opinions only and should not be relied upon as authoritative or without the recipient's own independent verification or in
substitution for the exercise of judgment by any recipient and are subject to change without notice. Financial data herein are either
calculated by OAMSG or obtained from sources believed to be reliable. Investors should note that the price of securities including
funds may go up or down, that investments involve risk, and that past performance does not guarantee future results. Investors are
advised to seek independent financial advice. This document is for discussion purposes only and is not an offer to sell or the
solicitation of an offer to buy securities. This document is furnished on a strictly confidential basis to a limited number of
sophisticated persons and is intended for authorised recipients only and may not be reproduced or distributed in any format without
the express written approval of OAMSG or its related companies. By accepting delivery of this document, the recipient agrees
unconditionally to be bound by a strict duty not to disclose any information included in this document to any other person. The
receipt of the attached information is not to be taken as constituting the giving of investment advice by OAMSG or its related
companies to the recipient, nor to constitute such person a customer or client of OAMSG or its related companies. Such relationship
begins only the signing of a formal Engagement Letter. The information attached hereto is not complete and may be changed.
OAMSG expressly disclaims any and all liability for representations, expressed or implied, contained in, or omissions from the
attached information. In addition, some of the information contained in this document may have been obtained from sources
outside of OAMSG or its related companies. You are reminded that the content is for personal use and general information only.
Under no circumstances is the content intended for and hence the content should not be regarded as an offer or solicitation or
recommendation to dispose/sell, an offer or solicitation or recommendation to subscribe in, nor an offer or solicitation or
recommendation to buy/acquire and under no circumstances should the content be constituted as provision of any
recommendation or investment advice on any securities, investment products, investment arrangements and any other form of
investments or legal, tax or other professional advice and therefore should not be relied upon in that regard for making any decision.
Any past or projected performance data or targets are not to be relied upon and are in no way a guarantee of future performance.
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