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Tax Reform Commentary: Beneficial to REIT Preferreds

REIT Preferred Asset Class Benefits from Tax Cuts and Jobs Act

Executive Summary
* REIT preferred investors, no mater where domiciled, should achieve higher after-tax returns
» U.S. investors will experience lower flow-through ordinary income tax rates
* Non-U.S. investors will experience lower capital gains withholding taxes
 Investors should experience lower taxation and lower tax withholding on REIT preferred dividends

Impact on U.S. based investors in REIT preferreds: Lower ordinary income tax rates
As shown in the table below, U.S.-based investors in REIT preferreds, the pass-through business income tax
rate would be lowered through the creation of a new 20% deduction for individuals, estates, and trusts of their
Combined Qualified Business Income Amount (CQBIA). As a consequence of this deduction, REIT dividends
would generally be taxed at a top rate of 29.6% (or 33.4% when including the ACA surtax on all investment
income) — a substantial 10% lower rate for those investors now in the highest income tax bracket. The portion
of REIT preferred dividend distribution attributable to capital gains will continue to be taxed at 20%.

lllustration of Dividend Income Tax Savings under TCJA

Old Tax Rates TCJA Tax Rate

Hypothetical Dividend Income $100 $100
Less: 20% Pass-Through Income Deduction -- (%$20)
Taxable Dividend Income $100 $80

Highest Marginal Income Tax Rate 39.6% 37.0%
Dividend Income Tax $39.60 $29.60
Dividend Income Tax Rate 39.6% 29.6%

Impact on non-U.S. based investors in REIT preferreds: Lower capital gains withholding tax rates
The TCJA reduces the withholding tax rate applicable to REIT capital gain distributions to non-U.S.
shareholders from the sale or exchange of U.S. real property interests. The withholding tax rate declines to
21% (the highest corporate tax rate in effect for 2018), from 35% previously.
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This information should not be construed as providing any type of investment, legal, tax or other advice to you and must not be relied upon as such, nor
should you consider it as a solicitation, recommendation, endorsement or offer to you to purchase or sell any financial security or other financial instrument.
To the extent that any of the content published in this note may be deemed to be investment advice, such information is impersonal and not tailored to the
investment needs of any specific person. Your receipt of this note and its information does not create an investment advisory, fiduciary, or professional
services relationship between you and LDR Capital Management. You should consult your own professional advisors as to the suitability of, and legal, tax
and economic consequences of, an investment in such instruments.

The information contained herein are current only as of the date of this note. The information and opinions are provided by LDR Capital Management for
informational purposes only and are subject to change without notice and are based upon numerous factors, such as further analyses, changes in economic,
market, political and other conditions that may impact the securities markets. There is no assurance that such views are correct or will prove, with the
passage of time, to be correct. LDR Capital Management disclaims any obligation to update this information to reflect subsequent developments. No
representations or warranties, expressed or implied, are made as to the accuracy, reliability or completeness of information in the note nor as to the
appropriateness of the information for any use which any recipient may choose to make of it.
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