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~ Hines Global REIT

LETTER TO SHAREHOLDERS

Dear Shareholders:

2014 proved to be an exciting year of growth for Hines Global REIT, and on behalf
of our management team and board of directors, we are pleased to provide this
update on our major activities. Within this letter and report we will discuss our
strategic acquisitions and sales, the latest increase in the net asset value of our
shares, the consistency of our distributions to you, and our outlook on trends in the
global economy and real estate markets.

HIGH-QUALITY PORTFOLIO

We closed our public offering to new investors in April 2014 after raising an
impressive $2.8 billion through our offerings, collectively. We are extremely pleased
with the portfolio of very high-quality commercial properties that we’ve assembled
using those offering proceeds as well as a modest amount of debt financing at very
favorable pricing given the current low interest rate environment. During 2014 and
the first few months of 2015, we rounded out the portfolio by acquiring some very
attractive properties in the U.S., Australia, Germany and the United Kingdom.
Today, our internationally-diversified portfolio includes 42 properties located in
seven countries that are valued in excess of $5 billion. These properties include nearly
15 million square feet of space that is very highly leased at 96% to a large variety of
tenants, continuing to provide strong and stable cash flows to our investors.

STRATEGIC SALES

As an active portfolio manager, our team continually evaluates the risk and reward
balance of each of our assets relative to our existing portfolio as well as new
potential re-investment opportunities. As part of that process, Hines Global REIT
sold two properties during 2014 in order to take advantage of the strong and active
capital market conditions for certain assets in the portfolio. In November, we sold
144 Montague, an office building in Brisbane, for $93.0 million AUD having
originally acquiring the asset in April 2012 for $88.1 million AUD. In December,
we sold Stonecutter Court, an office building in London’s central business district,
for £112.0 million. Given some changing circumstances at these assets, we elected
to sell them and used the net sales proceeds to invest in some very compelling and
complimentary acquisitions which we believe are additive to our portfolio.

Those acquisitions included one of the highest quality office complexes in downtown
Bellevue, Washington, some additional logistics facilities to add to our German
portfolio, and a very high-quality office project in a new complimentary market for
us in Melbourne, Australia.

INCREASE IN NET ASSET VALUE (NAV)

On March 25th, the Company’s board of directors established an estimated NAV of
$9.44 per share as of December 31, 2014. This represents an increase of $0.54 per

share since our last valuation one year ago.

PORTFOLIO SUMMARY AS OF 12/31/14"

42 projects at a net purchase price of approximately $5.1 billion'
15.6 million square feet; 96% leased'?

'All data as of December 31, 2014, but includes the effects of two properties, which were acquired in 2015.
Assumes 100% ownership in each of Hines Global REIT’s real estate assets and includes one development
project which has not been completed and investments in real estate-related debt. We own less than
100% of the interests in five projects. Assuming Hines Global REIT’s effective ownership, the aggregated
estimated value would be $4.9 billion; square feet would be 15.2 million and the percentage leased would
be 96%. ?The square feet and percentage leased do not include the project under development.
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465 VICTORIA - SYDNEY, AUSTRALIA

RECENT ACQUISITIONS

2014
The Rim - San Antonio, TX
25 Cabot Square - London, UK
Simon Hegele Logistics -
Forchheim, Germany
818 Bourke Street - Melbourne, Australia

2015

The Summit - Bellevue, WA

Harder Logistics Portfolio -
Multi-Cities, Germany

55 M STREET - WASHINGTON, D.C.




PROACTIVE LEASING HIGHLIGHTS

Poland Logistics Portfolio — Multi-Cities
Approximately one million square feet (SF) of
new and renewal leasing, including:
e Carrefour
498,000 SF lease renewal through 2019
® Geodis
240,000 SF new lease through 2017
o KDWT
58,000 SF new lease through 2022
® ThyssenKrupp
48,000 SF lease renewal through 2017

Irvine, CA - 17600 Gillette Avenue
e Harvest Christian Fellowship
106,000 SF new lease through 2029

Newton, MA - Riverside Center
33,000 SF of new leases, including:
® Paydiant, Inc.

19,000 SF new lease through 2020
e Stealth BioTherapeutics

14,000 SF new lease through 2020

Moscow, Russia - Gogolevsky 11
27,000 SF of new and renewal leasing, including:
e Willis CIS Insurance Broker LLC

12,000 SF new lease through 2018

Washington, D.C. - 55 M Street SE
24,000 SF of new and renewal leasing, including:
e Sayres and Associates Corp.

20,000 SF lease renewal through 2024

Murfreesboro, TN — The Avenue Murfreesboro
e Forever 21
14,000 SF new lease through 2025

Jacksonville, FL - The Markets at

Town Center

e Cooper’s Hawk Winery & Restaurant
13,000 SF new lease through 2024

Austin, TX — Southpark Commerce Center Il
e Knight Security Systems
13,000 SF new lease through 2019

Minneapolis, MN - Fifty South Sixth

* M&T Bank
11,000 SF lease renewal and expansion
through 2018

' Hines Global REIT

‘We are very pleased with the appreciation in the values of the high-quality investments
in our portfolio since last year’s valuation. In just one year, our appraised real estate
values increased by 8.1%. This significant increase is especially worth noting given
that approximately $2.5 billion in assets, or approximately half of the portfolio,

was acquired within the last 24 months—meaning they have only had a limited time
to appreciate in value since we acquired them.

Hines’ 20-plus years of international real estate investing experience shows that
diversification may benefit investors over the long run. Diversification can include
investing in varying geographic regions; the different asset classes such as office, retail,
industrial and multifamily; and an array of currencies as well. Although our portfolio
experienced impressive valuation growth as stated above, the appraisals of our assets
have been conducted at a time when the U.S. dollar is seeing a significant strengthening
versus other world currencies. Thus, the new share valuation reflects the impact of
devalued foreign currencies on our international assets, in particular the Euro,

the British Pound and the Australian Dollar. However, if foreign currencies recover
to their historical average exchange levels in the future, our valuations should benefit
from such recovery.

CONSISTENT DISTRIBUTIONS

‘We are also pleased to note that Hines Global REIT has maintained the same
high-quality per-share distribution level for 13 consecutive quarters—an annualized
rate of $0.65 per share. We attribute this consistency primarily to the advantageous
timing of our real estate purchases, the portfolio’s high occupancy rate of 96%,

the quality of our tenants, and the diversification of assets in our portfolio.

OUTLOOK

The United States is now a leading driver of the global economy, spurred on by
annual GDP growth that continues to hold steadily around 2.5%, as well as
improvements in the labor market which saw monthly employment gains grow to
275,000 over the last year.

While commercial real estate market cycles vary over time, real estate fundamentals
in most markets around the world are projected to remain attractive over the near
term. This is generally expected to result in continued moderate growth in rental
rates and income as well as strong asset values in many markets worldwide.

These global economic trends bode well for Hines Global REIT’s globally-diversified
portfolio. As our portfolio matures, we will continue to monitor economic trends
around the world; to proactively maintain our occupancy level by retaining current
tenants and attracting new ones; and to actively manage the portfolio with a focus
on maximizing the value of your investment. This may include strategically selling
selected assets and seeking attractive new investment opportunities in which we can
reinvest the proceeds. We hold high expectations for Hines Global REIT’s performance
leading up to a potential future liquidity event.

In the meantime, we thank you for your continued trust and support.

Sincerely,

oy € pi

Jeffrey C. Hines
Chairman of the Board

Lo kg

Sherri W. Schugart
President and Chief Executive Officer
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PARTI

Special Note Regarding Forward-Looking Statements

This Annual Report on Form 10-K includes certain statements that may be deemed forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”),
and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Such forward-
looking statements relate to, without limitation, potential future acquisitions, the completion of projects in
development, economic conditions that may impact our operations, our future leverage and financial position,
our future capital expenditures, future distributions, other developments and trends in the commercial real estate
industry and our business strategy. Forward-looking statements are generally identifiable by the use of the words
“may,” “will,” “should,” “expect,” “could,” “intend,” “plan,” “anticipate,” “estimate,” “believe,” “continue,”
“predict,” “potential” or the negative of these words or other comparable terminology. These statements are not
guarantees of future performance, and involve certain risks, uncertainties and assumptions that are difficult to
predict.
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The forward-looking statements in this Form 10-K are based on our current expectations, plans, estimates,
assumptions and beliefs that involve numerous risks and uncertainties. Assumptions relating to the foregoing
involve judgments with respect to, among other things, future economic, competitive and market conditions and
future business decisions, all of which are difficult or impossible to predict accurately and many of which are
beyond our control. Any of the assumptions underlying forward-looking statements could prove to be inaccurate.
To the extent that our assumptions differ from actual results, our ability to meet such forward-looking statements,
including our ability to generate positive cash flow from operations, provide distributions to our stockholders and
maintain the value of the real estate properties in which we hold an interest, may be significantly hindered.

Our stockholders are cautioned not to place undue reliance on any forward-looking statement in this
Form 10-K. All forward-looking statements are made as of the date of this Form 10-K, and the risk that actual
results will differ materially from the expectations expressed in this Form 10-K may increase with the passage of
time. In light of the significant uncertainties inherent in the forward-looking statements in this Form 10-K, the
inclusion of such forward-looking statements should not be regarded as a representation by us or any other
person that the objectives and plans set forth in this Form 10-K will be achieved. Please see “Item 1A. Risk
Factors” for a discussion of some of the risks and uncertainties that could cause actual results to differ materially
from those presented in certain forward-looking statements.

Item 1. Business
General Description of Business and Operations

Hines Global REIT, Inc. (“Hines Global”’) was incorporated under the Maryland General Corporation Laws
on December 10, 2008, primarily for the purpose of investing in a diversified portfolio of quality commercial real
estate properties and other real estate investments located throughout the United States and internationally. Hines
Global raised approximately $2.8 billion through two public offerings from August 2009 through April 2014 to
provide the equity capital for its real estate investments. Hines Global continues to offer up to $500.0 million of
shares of its common stock under its distribution reinvestment plan, pursuant to an offering which commenced
on April 24, 2014 (the “DRP Offering”). Hines Global engaged Hines Securities, Inc. (the “Dealer Manager”), an
affiliate of Hines, to serve as the dealer manager for its public offerings.

Hines Global conducts most of its activities through, and most of its real estate investments are held directly
or indirectly by, Hines Global REIT Properties, LP (the “Operating Partnership”), which was formed on
January 7, 2009. Hines Global contributes the proceeds it receives from the issuance of common shares to the
Operating Partnership and the Operating Partnership in turn issues general partner interests to Hines Global. The
general partner interests entitle Hines Global to receive its share of the Operating Partnership’s earnings or losses
and distributions of cash flow.



We refer to Hines Global, the Operating Partnership and its wholly-owned subsidiaries as the “Company,”

and the use of “we,” “our,” “us” or similar pronouns in this annual report refers to Hines Global or the Company
as required by the context in which such pronoun is used.

We are approaching the end of our investing phase and one of our primary investment objectives was to
invest in a real estate portfolio that is diversified by asset type, geographic area, lease expirations and tenant
industries. We believe that we have substantially achieved this objective. As of December 31, 2014, we owned
interests in 40 real estate investments which contain, in the aggregate, 14.4 million square feet of leasable space,
and we believe each property is suitable for its intended purpose. These investments consisted of:

e Domestic office investments (11 investments)
¢ Domestic other investments (10 investments)
¢ International office investments (10 investments)

¢ International other investments (9 investments)

We have no employees. Our business is managed by Hines Global REIT Advisors LP (the “Advisor”), an
affiliate of Hines, under the terms and conditions of an advisory agreement between us and the Advisor (the
“Advisory Agreement”). As compensation for these services, we pay or have paid the Advisor asset
management, acquisition, debt financing and disposition fees and we reimburse certain of the Advisor’s expenses
incurred on our behalf in accordance with the advisory agreement. Hines or affiliates of Hines manage the
leasing and operations of most of the properties in which we invest and, accordingly, we pay Hines property
management and leasing fees in connection with these services. Hines is owned and controlled by or for the
benefit of Gerald D. Hines and his son Jeffrey C. Hines, the Chairman of our board of directors. Hines and its
3,450 employees have over 50 years of experience in the areas of investment selection, underwriting, due
diligence, portfolio management, asset management, property management, leasing, disposition, finance,
accounting and investor relations.

Our office is located at 2800 Post Oak Boulevard, Suite 5000, Houston, Texas 77056-6118. Our telephone
number is 1-888-220-6121. Our web site is www.HinesSecurities.com. The information on our website is not
incorporated by reference into this report.

Primary Investment Objectives
Our primary investment objectives are to:
e preserve invested capital;

e invest in a diversified portfolio of quality commercial real estate properties and other real estate
investments;

e pay regular cash distributions;

e achieve attractive total returns upon the ultimate sale of our investments or occurrence of another
liquidity event; and

e remain qualified as a real estate investment trust (“REIT”) for federal income tax purposes.

Acquisition and Investment Policies

As of March 4, 2015, we have invested all of the proceeds raised through our public offerings. We may
make additional investments in the future, from time to time. However, these investments will be funded with
proceeds from the dispositions of other real estate investments or debt financings. We have invested in a
diversified portfolio of quality commercial real estate properties and other real estate investments throughout the
United States and internationally. Our principal targeted assets have been investments in properties, and other
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real estate investments that relate to properties, that have quality construction and desirable locations which can
attract quality tenants. These types of investments are generally located in central business districts or suburban
markets of major metropolitan cities worldwide. We have invested in a geographically diverse portfolio in order
to reduce the risk of reliance on a particular market, a particular property and/or a particular tenant. See “Item 2.
Properties”, for additional information regarding our real estate portfolio.

Financing Strategy and Policies

We have and may continue to use debt financing from time to time for acquisitions, property improvements,
lease inducements, tenant improvements, redemptions and other working capital needs. As of December 31,
2014, our portfolio was 44% leveraged based on the values of our real estate investments.

Our existing indebtedness and any additional indebtedness we do incur will likely be subject to continuing
covenants, and we will likely be required to make continuing representations and warranties about the Company
in connection with such debt. Moreover, some or all of our debt may be secured by some or all of our assets. If
we default on the payment of interest or principal on any such debt, breach any representation or warranty in
connection with any borrowing or violate any covenant in any loan document, our lender may accelerate the
maturity of such debt, requiring us to immediately repay all outstanding principal.

Distribution Objectives

In order to qualify as a REIT for federal income tax purposes, we must distribute at least 90% of our taxable
income (excluding capital gains) to our stockholders. We intend, although we are not legally obligated, to
continue to make regular monthly distributions to holders of our common shares in excess of the level required to
maintain our REIT status unless our results of operations, our general financial condition, general economic
conditions or other factors inhibit us from doing so. Distributions are authorized at the discretion of our board of
directors, which is directed, in substantial part, by its obligation to cause us to comply with the REIT
requirements of the Internal Revenue Code of 1986, as amended (the “Code”).

We have declared distributions for the months of January 2012 through March 2015 at an amount equal to
$0.0017808 per share. In our initial quarters of operations, and from time to time thereafter, our cash flows from
operations have been and may continue to be insufficient to fund distributions to stockholders. We funded 50%
of total distributions for 2012, 67% of total distributions for 2013 and 19% of total distributions for 2014 with
cash flows from financing activities, which include proceeds from our public offerings and proceeds from our
debt financings. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Financial Condition, Liquidity and Capital Resources” for additional information regarding our
distributions.

During the years ended December 31, 2014, 2013, and 2012, respectively, we paid $44.3 million, $83.1
million and $29.6 million in acquisition fees and expenses. Under accounting principles generally accepted in the
United States (“GAAP”), acquisition fees and acquisition-related expenses are expensed and therefore reduce
cash flows from operating activities. However, we fund these expenses with proceeds from our public offerings
or other equity capital. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results
of Operations — Funds from Operations and Modified Funds from Operations” for additional information
regarding our fund performance.

In April 2012, our Advisor agreed to waive the asset management fee otherwise payable to it for each
quarter in 2012 and 2013 to the extent that our modified funds from operations (“MFFO”) for a particular
quarter, as disclosed in each quarterly report, amounted to less than 100% of the aggregate distributions declared
to our stockholders for such quarter. As a result of these waivers, the Advisor waived $12.2 million of asset
management fees payable to it for these periods, in aggregate. These fee waivers are not deferrals and
accordingly, these fees will not be paid to the Advisor in cash at any time in the future.
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Additionally, our Advisor agreed to waive asset management fees otherwise payable to it for the years
ended December 31, 2014 and 2015, respectively, to the extent that our MFFO for the years ended December 31,
2014 and 2015 as disclosed in our Annual Report on Form 10-K for such year, amounts to less than 100% of the
aggregate distributions declared to our stockholders for such year. However because MFFO exceeded
distributions declared to our stockholders during the year ended December 31, 2014, the Advisor did not waive
any asset management fees.

Tax Status

We have elected to be treated as a REIT under the Code. Our management believes that we operate in such a
manner as to qualify for treatment as a REIT and we intend to operate in the foreseeable future in such a manner
so that we will remain qualified as a REIT for federal income tax purposes. Accordingly, no provision has been
made for U.S. federal income taxes for the years ended December 31, 2014, 2013 and 2012 in the accompanying
consolidated financial statements. In 2014, 2013 and 2012, income tax expense recorded by the Company was
primarily comprised of foreign income taxes related to the operation of its international properties.

Competition

Numerous real estate companies, real estate investment trusts and U.S. institutional and foreign investors
compete with us in acquiring properties or making other real estate investments and obtaining creditworthy
tenants to occupy such properties. Many of these entities have significant financial and other resources, allowing
them to compete effectively with us. Principal factors of competition in our primary business of acquiring
properties or making other real estate investments include access to capital, the quality of properties, leasing
terms (including rent and other charges and allowances for inducements and tenant improvements), the quality
and breadth of tenant services provided, and reputation as an owner and operator of commercial real estate
investments in the relevant market. Additionally, our ability to compete depends upon, among other factors,
trends of the global, national and local economies, investment alternatives, financial condition and operating
results of current and prospective tenants, availability and cost of capital, taxes, governmental regulations,
legislation and demographic trends.

We believe Hines’ extensive real estate experience and depth and breadth of its organization of
3,450 employees located in over 100 cities across the United States and 18 foreign countries allows it to better
identify investment opportunities for us. However, competition may increase our cost of acquisitions.

Customers

We are dependent upon the ability of current tenants to pay their contractual rent amounts as the rents
become due. During the years ended December 31, 2014 and 2013, respectively, we did not earn more than 10%
of its total rental revenue from any individual tenant.

Of our total rental revenue for the year ended December 31, 2012, approximately 10% was earned from a
tenant in the accounting industry that has leases that expire in 2016, 2019 and 2024.

Available Information

Stockholders may obtain copies of our filings with the Securities and Exchange Commission (“SEC”), free of
charge from the website maintained by the SEC at www.sec.gov or from our website at www.HinesSecurities.com.
Further, a copy of this Annual Report on Form 10-K is located at the SEC’s Public Reference Room at 100 F Street
NE, Washington, D.C. 20549. Information on the operation of the Public Reference Room can be obtained by
calling the SEC at 1-800-SEC-0330. Our filings will be available on our website as soon as reasonably practicable
after we electronically file such materials with the SEC. However, the information from our website is not
incorporated by reference into this report.



Item 1A. Risk Factors

You should carefully read and consider the risks described below together with all other information in this
report. If certain of the following risks actually occur, our results of operations and ability to pay distributions
would likely suffer materially, or could be eliminated entirely. As a result, the value of our common shares may
decline, and our stockholders could lose all or part of the money they paid to buy our common shares.

Risks Related to Our Business in General

A prolonged national or world-wide economic downturn or volatile capital market conditions could
adversely affect our results of operations and our ability to pay distributions to our stockholders.

If disruptions in the capital and credit markets occur again, as have been experienced during recent years,
they could adversely affect our ability to obtain loans, credit facilities, debt financing and other financing, or,
when available, to obtain such financing on reasonable terms, which could negatively impact our ability to
implement our investment strategy.

If these disruptions in the capital and credit markets should occur again as a result of, among other factors,
uncertainty, changing or increased regulation, reduced alternatives or additional failures of significant financial
institutions, our access to liquidity could be significantly impacted. Prolonged disruptions could result in us
taking measures to conserve cash until the markets stabilize or until alternative credit arrangements or other
funding for our business needs could be arranged. Such measures could include deferring investments, reducing
or eliminating the number of shares redeemed under our share redemption program and reducing or eliminating
distributions we make to our stockholders.

We believe the risks associated with our business are more severe during periods of economic downturn if
these periods are accompanied by declining values in real estate. For example, a prolonged economic downturn
could negatively impact our property investments as a result of increased customer delinquencies and/or defaults
under our leases, generally lower demand for rentable space, potential oversupply of rentable space leading to
increased concessions, and/or customer improvement expenditures, or reduced rental rates to maintain
occupancies.

Our operations could be negatively affected to a greater extent if an economic downturn occurs again, is
prolonged or becomes more severe, which could significantly harm our revenues, results of operations, financial
condition, liquidity, business prospects and our ability to make distributions to our stockholders and may result in
a decrease in the value of our stockholders’ investment.

Yields on and safety of deposits may be lower due to the extensive decline in the financial markets.

We may hold funds in investments, including money market funds, bank money market accounts and CDs
or other accounts at third-party depository institutions. Continued or unusual declines in the financial markets
could result in a loss of some or all of these funds. In particular, money market funds have experienced intense
redemption pressure in recent years and have had difficulty satisfying redemption requests. As a result, we may
not be able to access the cash in our money market investments. In addition, current yields from these
investments are minimal.

The failure of any bank in which we deposit our funds could reduce the amount of cash we have available
to pay distributions and make additional investments.

The FDIC, only insures amounts up to $250,000 per depositor. It is likely that we will have cash and cash
equivalents and restricted cash deposited in certain financial institutions in excess of federally insured levels. If
any of the banking institutions in which we deposit funds ultimately fails, we may lose any amounts of our
deposits over federally insured levels. The loss of our deposits could reduce the amount of cash we have
available to distribute or invest and could result in a decline in the value of our stockholders’ investments.



We may need to incur borrowings that would otherwise not be incurred to meet REIT minimum distribution
requirements.

In order to maintain our qualification as a REIT, we are required to distribute to our stockholders at least
90% of our annual ordinary taxable income. In addition, we will be subject to a 4% nondeductible excise tax on
the amount, if any, by which certain distributions paid (or deemed paid) by us with respect to any calendar year
are less than the sum of (i) 85% of our ordinary income for that year, (ii) 95% of our capital gain net income for
that year and (iii) 100% of our undistributed taxable income from prior years.

We expect our income, if any, to consist almost solely of our share of the Operating Partnership’s income,
and the cash available for the payment of distributions by us to our stockholders will consist of our share of cash
distributions made by the Operating Partnership. As the general partner of the Operating Partnership, we will
determine the amount of any distributions made by the Operating Partnership. However, we must consider a
number of factors in making such distributions, including:

¢ the amount of the cash available for distribution;

* the impact of such distribution on other partners of the Operating Partnership;

e the Operating Partnership’s financial condition;

e the Operating Partnership’s capital expenditure requirements and reserves therefore; and

e the annual distribution requirements contained in the Code necessary to qualify and maintain our
qualification as a REIT.

Differences in timing between the actual receipt of income and actual payment of deductible expenses and
the inclusion of such income and deduction of such expenses when determining our taxable income, as well as
the effect of nondeductible capital expenditures, the creation of reserves, the use of cash to purchase shares under
our share redemption program or required debt amortization payments, could result in our having taxable income
that exceeds cash available for distribution.

In view of the foregoing, we may be unable to meet the REIT minimum distribution requirements and/or
avoid the 4% excise tax described above. In certain cases, we may decide to borrow funds in order to meet the
REIT minimum distribution and/or avoid the 4% excise tax even if our management believes that the then
prevailing market conditions generally are not favorable for such borrowings or that such borrowings would not
be advisable in the absence of such tax considerations.

Lenders may require us to enter into restrictive covenants that relate to or otherwise limit our operations,
which could limit our ability to make distributions to our stockholders, to replace the Advisor or to
otherwise achieve our investment objectives.

When providing financing, a lender may impose restrictions on us that affect our distribution and operating
policies and our ability to incur additional debt. Loan documents we enter into may contain covenants that limit
our ability to further mortgage property, discontinue insurance coverage, or make distributions under certain
circumstances. In addition, provisions of our loan documents may deter us from replacing the Advisor because of
the consequences under such agreements and may limit our ability to replace the property manager or terminate
certain operating or lease agreements related to the property. These or other limitations may adversely affect our
flexibility and our ability to achieve our investment objectives.



Actions of our joint venture partners, including other Hines investment vehicles and third parties, could
negatively impact our performance.

We are parties to several joint venture arrangements, including joint ventures in which Hines and its
affiliates are parties. Joint ownership of properties or other investments, under certain circumstances, may
involve risks not otherwise present with other methods of owning real estate or other real estate investments.
Examples of these risks include:

e the possibility that our partners or co-investors might become insolvent or bankrupt;

» the possibility that such partners or co-investors might have economic or other business interests or
goals that are inconsistent with our business interests or goals, including inconsistent goals relating to
the sale of properties or other investments held in the joint venture or the timing of the termination and
liquidation of the venture;

e the possibility that we may incur liabilities as the result of actions taken by our partners or co-
investors; or

* the possibility that such partners or co-investors may be in controlling positions and/or be in a position
to take actions contrary to our instructions or requests or contrary to our policies or objectives,
including our policy with respect to qualifying and maintaining our qualification as a REIT.

Actions by a co-venturer, co-tenant or partner may result in subjecting the assets of the joint venture to
unexpected liabilities. Under joint venture arrangements, neither co-venturer may have the power to control the
venture, and under certain circumstances, an impasse could result and this impasse could have an adverse impact
on the operations and profitability of the joint venture.

If we have a right of first refusal or buy/sell right to buy out a co-venturer or partner, we may be unable to
finance such a buy-out if it becomes exercisable or we are required to purchase such interest at a time when it
would not otherwise be in our best interest to do so. If our interest is subject to a buy/sell right, we may not have
sufficient cash, available borrowing capacity or other capital resources to allow us to elect to purchase an interest
of a co-venturer subject to the buy/sell right, in which case we may be forced to sell our interest as the result of
the exercise of such right when we would otherwise prefer to keep our interest. Finally, we may not be able to
sell our interest in a joint venture if we desire to exit the venture for any reason or if our interest is likewise
subject to a right of first refusal of our co-venturer or partner, our ability to sell such interest may be adversely
impacted by such right. Joint ownership arrangements with Hines affiliates may also entail conflicts of interest.

We have acquired, and may continue to acquire, various financial instruments for purposes of “hedging” or
reducing our risks, which may be costly and ineffective and may reduce our cash available for distribution
to our stockholders.

We may enter into currency rate swaps and caps or similar hedging or derivative transactions or
arrangements, in order to manage or mitigate our risk of exposure to the effects of currency changes as a result of
our international investments. Similarly, we have, and may continue to enter into interest rate swaps and caps, or
similar hedging or derivative transactions or arrangements, in order to manage or mitigate our risk of exposure to
the effects of interest rate changes due to variable interest rate debt that we may have.

We are different in some respects from other investment vehicles sponsored by Hines, and therefore the past
performance of such investment vehicles may not be indicative of our future results and Hines has limited
experience in acquiring and operating certain types of real estate investments that we may acquire.

We are Hines’ second publicly-offered real estate investment vehicle. We collectively refer to real estate
joint ventures, funds and programs as investment vehicles. All but one of the previous real estate investment
vehicles of Hines and its affiliates were conducted through privately-held entities not subject to either the up-
front commissions, fees and expenses associated with our public offerings or all the laws and regulations that
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govern us, including reporting requirements under the federal securities laws and tax and other regulations
applicable to REITs. Hines’ first public fund is concentrating primarily on office buildings in the United States,
whereas we have invested and expect to continue to invest internationally and in a broader array of property
types as well as in debt and other instruments.

The past performance of other real estate investment vehicles sponsored by Hines or its affiliates may not be
indicative of our future results, and we may not be able to successfully operate our business and implement our
investment strategy, which may be different in a number of respects from the operations previously conducted by
Hines. In addition, Hines has limited experience in acquiring and operating certain types of real estate
investments that we may acquire as a significant amount of real estate investments that have been made by
Hines’ other investment vehicles have consisted of acquisitions and development of office or industrial properties
or land. We may therefore need to use third parties to source or manage investments in which Hines has limited
experience. In addition, a significant portion of Hines’ other programs and investments involve development
projects. Although we have invested in development projects, we do not anticipate that a significant portion of
the proceeds from our public offerings will be invested in development projects. As a result of all of these
factors, our stockholders should not rely on the past performance of other investment vehicles sponsored by
Hines and its affiliates to predict, or as an indication of, our future performance.

Our success will be dependent on the performance of Hines as well as key employees of Hines. Certain
other investment vehicles sponsored by Hines have experienced adverse developments in recent years and
there is a risk that we may experience similar adverse developments.

Our ability to achieve our investment objectives and to pay distributions is dependent upon the performance
of Hines and its affiliates as well as key employees of Hines in the identification and acquisition of investments,
the selection of tenants, the determination of any financing arrangements, the management of our assets and
operation of our day-to-day activities. Our board of directors and the Advisor have broad discretion when
identifying, evaluating, making and managing our investments. Our stockholders will have no opportunity to
evaluate the terms of transactions or other economic or financial data concerning our investments. We will rely
on the management ability of Hines and the oversight of our board of directors as well as the management of any
entities or ventures in which we invest.

We may not be able to retain our key employees. For example, Charles N. Hazen, our former Chief
Executive Officer and President, resigned from these positions effective March 15, 2013. Sherri W. Schugart
succeeded Mr. Hazen in these positions as of the same date. In connection with Ms. Schugart’s new roles,

Ms. Schugart resigned from her role as Chief Operating Officer and this role has remained vacant following her
resignation. To the extent we are unable to retain and/or find qualified successors for key employees that depart
from the Company, our results of operations may be adversely impacted. Our officers and the management of the
Advisor also serve in similar capacities for numerous other entities. If Hines (or any of its key employees) is
distracted by these other activities or suffers from adverse financial or operational problems in connection with
its operations unrelated to us, the ability of Hines and its affiliates to allocate time and/or resources to our
operations may be adversely affected. If Hines is unable to allocate sufficient resources to oversee and perform
our operations for any reason, our results of operations would be adversely impacted. We will not provide key-
man life insurance policies for any of Hines’ key employees. Please see “— Risks Related to Potential Conflicts
of Interest — Employees of our Advisor and Hines will face conflicts relating to time management and allocation
of resources and investment opportunities.”

Certain other investment vehicles sponsored by Hines have experienced adverse developments in recent
years. For example, in December 2009, Hines Real Estate Income Trust, Inc. (“Hines REIT”) suspended its share
redemption program, except with respect to redemptions in connection with the death or disability of a
stockholder. Hines REIT re-opened its share redemption program with respect to ordinary redemption requests in
April 2013. As of December 31, 2014, shares redeemed pursuant to the share redemption program were
redeemed at $5.45 per share, with respect to ordinary redemption requests, and $6.40 per share with respect to
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requests in connection with the death or disability of a stockholder. In May 2011, November 2012, April

2013, November 2013 and December 2014, Hines REIT’s board of directors determined an estimated per share
net asset value, or NAV, of $7.78, $7.61, $6.75, $6.40 and $6.50, respectively, each of which was lower than the
most recent primary offering price of $10.08. The reduction in the estimated NAV between November 2012 and
April 2013 was due to Hines REIT’s payment to its stockholders of special distributions in excess of $0.80 per
share (all of which represented a return of capital). In addition, Hines REIT decreased its distribution rate in July
2010 and further decreased the rate in April 2013.

In addition to Hines REIT and HMS Income Fund, Inc. (“HMS”), Hines has sponsored more than 20
privately-offered programs in the past ten years. Several of Hines’ privately-offered programs have experienced
adverse economic developments in recent years due to the global financial crisis and deteriorating economic
conditions in several European and South American countries, Mexico and several U.S. markets. The adverse
market conditions may cause these programs to alter their investment strategy, generate returns lower than
originally expected, or ultimately incur losses. There is a risk that we may experience similar adverse
developments, as an investment vehicle sponsored by Hines.

Terrorist attacks and other acts of violence, civilian unrest or war may affect the markets in which we
operate our operations and our profitability.

Terrorist attacks and other acts of violence, civilian unrest or war may negatively affect our operations and
our stockholders’ investments in our shares. Certain of our real estate investments are located in areas that may
be susceptible to attack. In addition, any kind of terrorist activity or violent criminal acts, including terrorist acts
against public institutions or buildings or modes of public transportation (including airlines, trains or buses)
could have a negative effect on our business. These events may directly impact the value of our assets through
damage, destruction, loss or increased security costs. We may not be able to obtain insurance against the risk of
terrorism because it may not be available or may not be available on terms that are economically feasible.
Further, even if we do obtain terrorism insurance, we may not be able to obtain sufficient coverage to fund any
losses we may incur. Risks associated with potential acts of terrorism in the areas in which we acquire properties
or other real estate investments could sharply increase the premiums we pay for coverage against property and
casualty claims. Additionally, mortgage lenders in some cases have begun to insist that specific coverage against
terrorism be purchased by commercial owners as a condition for providing loans.

The consequences of any armed conflict are unpredictable, and we may not be able to foresee events that
could have an adverse effect on our business or our stockholders’ investments in our shares. More generally, any
terrorist attack, other act of violence or war, including armed conflicts, could result in increased volatility in or
damage to, the United States and worldwide financial markets and economy. They also could result in a
continuation of the current economic uncertainty in the United States or abroad. Our revenues will be dependent
upon the payment of rent and the return of our other investments which may be particularly vulnerable to
uncertainty in the local economy. Increased economic volatility could adversely affect our tenants’ ability to pay
rent or the return on our other investments or our ability to borrow money or issue capital stock at acceptable
prices and have a material adverse effect on our business, results of operations, cash flows and financial
condition and our ability to make distributions to our stockholders and the value of their investment.

Risks Related to Investments in Real Estate

Geographic concentration of our portfolio may make us particularly susceptible to adverse economic
developments in the real estate markets of those areas.

In the event that we have a concentration of properties in, or real estate investments that invest in properties
located in, a particular geographic area, our operating results and ability to make distributions are likely to be
impacted by economic changes affecting the real estate markets in that area. Our stockholders’ investment in our
common stock will therefore be subject to greater risk to the extent that we lack a geographically diversified
portfolio. For example, based on our pro-rata share of the estimated market value of the real estate investments in
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which we owned interests as of December 31, 2014, approximately 12% of our portfolio consists of properties
located in London, England and 11% of our portfolio consists of three properties located in Minneapolis,
Minnesota, respectively. Consequently, our financial condition and ability to make distributions could be
materially and adversely affected by any significant adverse developments in those markets. Please see “Item 2.
Properties — Market Concentration.”

Industry concentration of our tenants may make us particularly susceptible to adverse economic
developments in these industries.

In the event we have a concentration of tenants in a particular industry, our operating results and ability to
make distributions may be adversely affected by adverse developments in these industries and we will be subject
to a greater risk to the extent that our tenants are not diversified by industry. For example, based on our pro-rata
share of space leased to tenants as of December 31, 2014, 22% of our space is leased to tenants in the
transportation and warehousing industry, 20% is leased to tenants in the retail industry and 13% is leased to
tenants in the finance and insurance industry. Please see “Item 2. Properties — Industry Concentration.”

We depend on tenants for our revenue, and therefore our revenue is dependent on the success and
economic viability of our tenants. Our reliance on single or significant tenants in certain buildings may
decrease our ability to lease vacated space.

Rental income from real property constitutes a significant portion of our income. Delays in collecting
accounts receivable from tenants could adversely affect our cash flows and financial condition. In addition, the
inability of a single major tenant or a number of smaller tenants to meet their rental obligations would adversely
affect our income. Therefore, our financial success is indirectly dependent on the success of the businesses
operated by the tenants in our properties or in the properties securing loans we may own. Tenants may have the
right to terminate their leases upon the occurrence of certain customary events of default and, in other
circumstances, may not renew their leases or, because of market conditions, may be able to renew their leases on
terms that are less favorable to us than the terms of the current leases. The weakening of the financial condition
or the bankruptcy or insolvency of a significant tenant or a number of smaller tenants and vacancies caused by
defaults of tenants or the expiration of leases, may adversely affect our operations and our ability to pay
distributions.

Generally, under U.S. bankruptcy law, a debtor tenant has 120 days to exercise the option of assuming or
rejecting the obligations under any unexpired lease for nonresidential real property, which period may be
extended once by the bankruptcy court. If the tenant assumes its lease, the tenant must cure all defaults under the
lease and may be required to provide adequate assurance of its future performance under the lease. If the tenant
rejects the lease, we will have a claim against the tenant’s bankruptcy estate. Although rent owing for the period
between filing for bankruptcy and rejection of the lease may be afforded administrative expense priority and paid
in full, pre-bankruptcy arrears and amounts owing under the remaining term of the lease will be afforded general
unsecured claim status (absent collateral securing the claim). Moreover, amounts owing under the remaining
term of the lease will be capped. Other than equity and subordinated claims, general unsecured claims are the last
claims paid in a bankruptcy and therefore funds may not be available to pay such claims in full. In addition,
while the specifics of the bankruptcy laws of international jurisdictions may differ from the U.S. bankruptcy laws
described herein, the bankruptcy or insolvency of a significant tenant or a number of smaller tenants at any of the
international properties we may acquire, may similarly adversely impact our operations and our ability to pay
distributions.

Some of our properties may be leased to a single or significant tenant and, accordingly, may be suited to the
particular or unique needs of such tenant. We may have difficulty replacing such a tenant if the floor plan of the
vacant space limits the types of businesses that can use the space without major renovation. In addition, the resale
value of the property could be diminished because the market value of a particular property will depend
principally upon the value of the leases of such property.
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We may suffer adverse consequences if our revenues decline since our operating costs do not necessarily
decline in proportion to our revenue.

We earn a significant portion of our income from renting our properties. Our operating costs, however, do
not necessarily fluctuate in proportion to changes in our rental revenue. As a result, our costs will not necessarily
decline even if our revenues do. Similarly, our operating costs could increase while our revenues stay flat or
decline. In either such event, we may be forced to borrow funds to cover our costs, we may incur losses or we
may not have cash available to service our debt and to pay distributions to our stockholders.

Due to the risks involved in the ownership of real estate investments and real estate acquisitions, a return on
an investment in Hines Global is not guaranteed, and our stockholders may lose some or all of their
investment.

By owning our shares, stockholders will be subjected to significant risks associated with owning and
operating real estate investments. The performance of their investment in Hines Global will be subject to such
risks, including:

e changes in the general economic climate;

» changes in local conditions such as an oversupply of space or reduction in demand for real estate;
e changes in interest rates and the availability of financing;

* changes in property level operating expenses due to inflation or otherwise;

* changes in laws and governmental regulations, including those governing real estate usage, zoning and
taxes; and

* changes due to factors that are generally outside of our control, such as terrorist attacks and
international instability, natural disasters and acts of God, over-building, adverse national, state or local
changes in applicable tax, environmental or zoning laws and a taking of any of the properties which we
own or in which we otherwise have interests by eminent domain.

In addition, we expect to acquire additional properties in the future, which may subject us to additional risks
associated with real estate property acquisitions, including the risks that:

e the investments will fail to perform in accordance with our expectations because of conditions or
liabilities we did not know about at the time of acquisition; and

e our projections or estimates with respect to the performance of the investments, the costs of operating
or improving the properties or the effect of the economy or capital markets on the investments will
prove inaccurate.

Any of these factors could have a material adverse effect on our business, results of operations, cash flows
and financial condition and our ability to make distributions to our stockholders and the value of their
investment.

We may be adversely affected by trends in the office real estate industry.

Some businesses are rapidly evolving to make employee telecommuting, flexible work schedules, open
workplaces and teleconferencing increasingly common. These practices enable businesses to reduce their space
requirements. A continuation of the movement towards these practices could over time erode the overall demand
for office space and, in turn, place downward pressure on occupancy, rental rates and property valuations, each of
which could have an adverse effect on our financial position, results of operations, cash flows and ability to make
distributions to our shareholders.
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An economic slowdown or rise in interest rates or other unfavorable changes in economic conditions in the
markets in which we operate could adversely impact our business, results of operations, cash flows and
financial condition and our ability to make distributions to our stockholders and the value of their
investment.

The development of negative economic conditions in the markets in which we operate may significantly
affect occupancy, rental rates and our ability to collect rent from our tenants, as well as our property values,
which could have a material adverse impact on our cash flows, operating results and carrying value of investment
property. For example, an economic recession or rise in interest rates could make it more difficult for us to lease
real properties, may require us to lease the real properties we acquire at lower rental rates and may lead to an
increase in tenant defaults. In addition, these conditions may also lead to a decline in the value of our properties
and make it more difficult for us to dispose of these properties at an attractive price. Other risks that may affect
conditions in the markets in which we operate include:

e local conditions, such as an oversupply of the types of properties we invest in or a reduction in demand
for such properties in the area; and

e increased operating costs, if these costs cannot be passed through to tenants.

International, national, regional and local economic climates have been adversely affected by the slow job
growth of recent years. To the extent any of the adverse conditions described above occurs in the specific
markets in which we operate, market rents, occupancy rates and our ability to collect rents from our tenants will
likely be affected and the value of our properties may decline. We could also face challenges related to
adequately managing and maintaining our properties, should we experience increased operating cost and as a
result, we may experience a loss of rental revenues. Any of these factors may adversely affect our business,
results of operations, cash flows and financial condition, our ability to make distributions to our stockholders and
the value of their investment.

Our use of borrowings to partially fund acquisitions and improvements on properties could result in
Joreclosures and unexpected debt service expenses upon refinancing, both of which could have an adverse
impact on our operations and cash flow.

We are relying and intend to continue to rely in part on borrowings under our credit facilities and other
external sources of financing to fund the costs of any new investments, capital expenditures and other items.
Accordingly, we are subject to the risks that our cash flow will not be sufficient to cover required debt service
payments and that we will be unable to meet other covenants or requirements in the credit agreements.

If we cannot meet our required debt obligations, the property or properties securing such indebtedness could
be foreclosed upon by, or otherwise transferred to, our lender, with a consequent loss of income and asset value
to us. For tax purposes, a foreclosure of any of our properties would be treated as a sale of the property for a
purchase price equal to the outstanding balance of the debt secured by the mortgage. If the outstanding balance of
the debt secured by the mortgage exceeds our tax basis in the property, we would recognize taxable income on
foreclosure, but we may not receive any cash proceeds. Additionally, we may be required to refinance our debt
subject to “lump sum” or “balloon” payment maturities on terms less favorable than the original loan or at a time
we would otherwise prefer to not refinance such debt. A refinancing on such terms or at such times could
increase our debt service payments, which would decrease the amount of cash we would have available for
operations, new investments and distribution payments and may cause us to determine to sell one or more
properties at a time when we would not otherwise do so.

Uninsured losses relating to real property may adversely impact the value of our portfolio.

We attempt to ensure that all of our properties are adequately insured to cover casualty losses. However,
there are types of losses, generally catastrophic in nature, which are uninsurable, are not economically insurable
or are only insurable subject to limitations. Examples of such catastrophic events include acts of war or terrorism,
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earthquakes, floods, hurricanes and pollution or environmental matters. We may not have adequate coverage in

the event we or our buildings suffer casualty losses. If we do not have adequate insurance coverage, the value of
our assets will be reduced as the result of, and to the extent of, any such uninsured losses. Additionally, we may
not have access to capital resources to repair or reconstruct any uninsured damage to a property.

We may be unable to obtain desirable types of insurance coverage at a reasonable cost, if at all, and we may
be unable to comply with insurance requirements contained in mortgage or other agreements due to high
insurance costs.

We may not be able either to obtain certain desirable types of insurance coverage, such as terrorism,
earthquake, flood, hurricane and pollution or environmental matter insurance, or to obtain such coverage at a
reasonable cost in the future, and this risk may limit our ability to finance or refinance debt secured by our
properties. Additionally, we could default under debt or other agreements if the cost and/or availability of certain
types of insurance make it impractical or impossible to comply with covenants relating to the insurance we are
required to maintain under such agreements. In such instances, we may be required to self-insure against certain
losses or seek other forms of financial assurance.

The real estate industry is subject to extensive regulation, which may result in higher expenses or other
negative consequences that could adversely affect us.

Our activities are subject to federal, state and municipal laws, and to regulations, authorizations and license
requirements with respect to, among other things, zoning, environmental protection and historical heritage, all of
which may affect our business. We may be required to obtain licenses and permits with different governmental
authorities in order to acquire and manage our assets.

In addition, the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”),
which generally took effect in 2011, contains a sweeping overhaul of the regulation of U.S. financial institutions
and financial markets. Key provisions of the Dodd-Frank Act require extensive rulemaking by the SEC and the
U.S. Commodity Futures Trading Commission, some of which remains ongoing. Thus, the full impact of the
Dodd-Frank Act on our business cannot be fully assessed until all final implementing rules and regulations are
promulgated.

Various rules currently in effect under the Dodd-Frank Act may have a significant impact on our business,
including, without limitation, provisions of the legislation that increase regulation of and disclosure requirements
related to investment advisors, swap transactions and hedging policies, corporate governance and executive
compensation, investor protection and enforcement provisions, and asset-backed securities.

For example, but not by way of limitation, the Dodd-Frank Act and the rules and regulations promulgated
thereunder provides for significantly increased regulation of the derivatives markets and transactions that affect
our interest rate hedging activities, including: (i) regulatory reporting, (ii) subject to limited exemptions,
mandated clearing through central counterparties and execution on regulated exchanges or execution facilities,
and (iii) margin and collateral requirements. While the full impact of the Dodd-Frank Act on our interest rate
hedging activities cannot be fully assessed until all final implementing rules and regulations are promulgated, the
foregoing requirements may affect our ability to enter into hedging or other risk management transactions, may
increase our costs in entering into such transactions, and/or may result in us entering into such transactions on
less favorable terms than prior to the Dodd-Frank Act. For example, subject to an exception for “end-users” of
swaps upon which we may seek to rely, we may be required to clear certain interest rate hedging transactions by
submitting them to a derivatives clearing organization. To the extent we are required to clear any such
transactions, we will be required to, among other things, post margin in connection with such transactions. The
occurrence of any of the foregoing events may have an adverse effect on our business and our stockholders’
return.
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In addition, public authorities may enact new and more stringent standards, or interpret existing laws and
regulations in a more restrictive manner, which may force companies in the real estate industry, including us, to
spend funds to comply with these new rules. Any such action on the part of public authorities may adversely
affect our results from operations.

In the event of noncompliance with such laws, regulations, licenses and authorizations, we may face the
payment of fines, project shutdowns, cancellation of licenses, and revocation of authorizations, in addition to
other civil and criminal penalties.

We operate in a competitive business, and many of our competitors have significant resources and
operating flexibility, allowing them to compete effectively with us.

Numerous real estate companies that operate in the markets in which we may operate will compete with us
in acquiring real estate investments and obtaining creditworthy tenants to occupy such properties or the
properties owned by such investments. Two such companies with whom we may compete for tenants are Hines
REIT and Hines Global REIT II, Inc. Such competition could adversely affect our business. There are numerous
real estate companies, real estate investment trusts and U.S. institutional and foreign investors that will compete
with us in seeking investments and tenants for properties. Many of these entities have significant financial and
other resources, including operating experience, allowing them to compete effectively with us. In addition, our
ability to charge premium rental rates to tenants may be negatively impacted. This increased competition may
increase our costs of acquisitions or investments or lower our occupancy rates and the rent we may charge
tenants. In addition, the arrival of new competitors in the immediate areas where we have assets could require
unplanned investments in our assets, which may adversely affect us. We may also have difficulty in renewing
leases or in leasing to new tenants, which may lead to a reduction in our cash flow and operating income, since
the proximity of new competitors could divert existing or new tenants to such competitors, resulting in vacancies.

We may have difficulty selling real estate investments, and our ability to distribute all or a portion of the net
proceeds from such sales to our stockholders may be limited.

Real estate investments are relatively illiquid. We will have a limited ability to vary our portfolio in
response to changes in economic or other conditions. We will also have a limited ability to sell assets in order to
fund working capital and similar capital needs such as share redemptions. We expect to generally hold a real
estate investment for the long term. When we sell any of our real estate investments, we may not realize a gain
on such sale or the amount of our taxable gain could exceed the cash proceeds we receive from such sale. We
may not distribute any proceeds from the sale of real estate investments to our stockholders. Rather, we may use
such proceeds to:

e purchase additional real estate investments;

e repay debt;

* buy out interests of any co-venturers or other partners in any joint venture in which we are a party;

e purchase shares under our share redemption program;

e create working capital reserves; or

* make repairs, maintenance, tenant improvements or other capital improvements or expenditures to our

other properties.

Our ability to sell our properties may also be limited by our need to avoid a 100% penalty tax that is
imposed on gain recognized by a REIT from the sale of property characterized as dealer property. In order to
avoid such characterization and to take advantage of certain safe harbors under the Code, we may determine to
hold our properties for a minimum period of time, generally two years.
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Potential liability as the result of, and the cost of compliance with, environmental matters could adversely
affect our operations.

Under various federal, state and local environmental laws, ordinances and regulations, a current or previous
owner or operator of real property may be liable for the cost of removal or remediation of hazardous or toxic
substances on such property. Such laws often impose liability whether or not the owner or operator knew of, or
was responsible for, the presence of such hazardous or toxic substances.

We have invested in properties historically used for industrial, manufacturing and commercial purposes.
These properties are more likely to contain, or may have contained, underground storage tanks for the storage of
petroleum products and other hazardous or toxic substances. All of these operations create a potential for the
release of petroleum products or other hazardous or toxic substances. Leasing properties to tenants that engage in
industrial, manufacturing, and commercial activities will cause us to be subject to increased risk of liabilities
under environmental laws and regulations. The presence of hazardous or toxic substances, or the failure to
properly remediate these substances, may adversely affect our ability to sell, rent or pledge such property as
collateral for future borrowings.

Environmental laws also may impose restrictions on the manner in which properties may be used or
businesses may be operated, and these restrictions may require expenditures. Such laws may be amended so as to
require compliance with stringent standards which could require us to make unexpected, substantial
expenditures. Environmental laws provide for sanctions in the event of noncompliance and may be enforced by
governmental agencies or, in certain circumstances, by private parties. We may be potentially liable for such
costs in connection with the acquisition and ownership of our properties in the United States. In addition, we may
invest in properties located in countries that have adopted laws or observe environmental management standards
that are less stringent than those generally followed in the United States, which may pose a greater risk that
releases of hazardous or toxic substances have occurred to the environment. The cost of defending against claims
of liability, compliance with environmental regulatory requirements or remediating any contaminated property
could be substantial and require a material portion of our cash flow.

We face possible risks associated with the physical effects of climate change.

We cannot predict with certainty whether climate change is occurring and, if so, at what rate. However, the
physical effects of climate change could have a material adverse effect on our properties, operations and
business. To the extent climate change causes changes in weather patterns, our markets could experience
increases in storm intensity, such as those experienced in Super Storm Sandy in October 2012, and rising sea-
levels. Over time, these conditions could result in declining demand for office space in our buildings or the
inability of us to operate the buildings at all. Climate change may also have indirect effects on our business by
increasing the cost of (or making unavailable) property insurance on terms we find acceptable, increasing the
cost of energy and increasing the cost of snow removal at our properties. There can be no assurance that climate
change will not have a material adverse effect on our properties, operations or business.

Our properties are subject to property taxes that may increase in the future, which could adversely affect
our cash flow.

Our properties are subject to real and personal property taxes that may increase as property tax rates change
and as the properties are assessed or reassessed by taxing authorities. We anticipate that most of our leases will
generally provide that the property taxes or increases therein, are charged to the lessees as an expense related to
the properties that they occupy. As the owner of the properties, however, we are ultimately responsible for
payment of the taxes to the government. If property taxes increase, our tenants may be unable to make the
required tax payments, ultimately requiring us to pay the taxes. In addition, we will generally be responsible for
property taxes related to any vacant space. If we purchase residential properties, the leases for such properties
typically will not allow us to pass through real estate taxes and other taxes to residents of such properties.
Consequently, any tax increases may adversely affect our results of operations at such properties.
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Our costs associated with complying with the Americans with Disabilities Act of 1990, or the ADA, may
affect cash available for distributions.

Any domestic properties we acquire will generally be subject to the ADA. Under the ADA, all places of
public accommodation are required to comply with federal requirements related to access and use by disabled
persons. The ADA has separate compliance requirements for “public accommodations” and “commercial
facilities” that generally require that buildings and services be made accessible and available to people with
disabilities. The ADA’s requirements could require removal of access barriers and could result in the imposition
of injunctive relief, monetary penalties or, in some cases, an award of damages. We may not acquire properties
that comply with the ADA or we may not be able to allocate the burden on the seller or other third-party, such as
a tenant, to ensure compliance with the ADA in all cases. Foreign jurisdictions may have similar requirements
and any funds we use for ADA or similar compliance may affect cash available for distributions and the amount
of distributions to you.

Our properties may contain or develop harmful mold, which could lead to liability for adverse health effects
and costs of remediating the problem.

If any of our properties has or develops mold we may be required to undertake a costly program to
remediate, contain or remove the mold. Mold growth may occur when moisture accumulates in buildings or on
building materials. Some molds may produce airborne toxins or irritants. Concern about indoor exposure to mold
has been increasing because exposure to mold may cause a variety of adverse health effects and symptoms,
including allergic or other reactions. We may become liable to our tenants, their employees and others if property
damage or health concerns arise, all of which could have a material adverse effect on our business, results of
operations, cash flows and financial condition and our ability to make distributions to our stockholders and the
value of their investment.

If we set aside insufficient working capital reserves, we may be required to defer necessary or desirable
property improvements.

If we do not establish sufficient reserves for working capital to supply necessary funds for capital
improvements or similar expenses, we may be required to defer necessary or desirable improvements to our
properties. If we defer such improvements, the applicable properties may decline in value, it may be more
difficult for us to attract or retain tenants to such properties or the amount of rent we can charge at such
properties may decrease.

Risks related to the development of real properties may have an adverse effect on our results of operations
and returns to our stockholders.

We have invested in properties on which developments or improvements are to be constructed or completed.
As such, we are subject to the risks associated with development and construction activities including the
following:

e long periods of time may elapse between the commencement and the completion of our projects;

e our original estimates may not be accurate and our actual construction and development costs may
exceed those estimates;

» the level of interest of potential tenants for a recently launched development may be low;

e construction materials and equipment may be unavailable or cost more than expected due to changes in
supply and demand;

e construction and sales may not be completed on time, resulting in a cost increase;
* we may not be able to acquire or we may pay too much for the land we acquire for new developments

or properties;
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e labor may be in limited availability; and

e changes in tax, real estate and zoning laws may be unfavorable to us.

In addition, our reputation and the construction quality of our real estate developments, whether operated
individually or through partnerships, may be determining factors for our ability to lease space and grow. The
timely delivery of real estate projects and the quality of our developments, however, depend on certain factors
beyond our full control, including the quality and timeliness of construction materials delivered to us and the
technical capabilities of our contractor. If one or more problems affect our real estate developments, our
reputation and future performance may be negatively affected and we may be exposed to civil liability.

We depend on a variety of factors outside of our control to build, develop and operate real estate projects.
These factors include, among others, the availability of market resources for financing, land acquisition and
project development. Any scarcity of market resources, including human capital, may decrease our development
capacity due to either difficulty in obtaining credit for land acquisition or construction financing or a need to
reduce the pace of our growth. The combination of these risks may adversely affect our business, results of
operations, cash flows and financial condition and our ability to make distributions to our stockholders and the
value of their investment.

Delays in the development and construction of real properties may have adverse effects on portfolio
diversification, results of operations and returns to our stockholders.

We have invested in properties on which developments or improvements are to be constructed or completed
and we may experience delays in the development of our real properties. Such delays could adversely affect our
stockholders’ returns. When properties are acquired prior to the start of construction or during the early stages of
construction, it will typically take several months or longer to complete construction, to rent available space, and
for rent payments to commence. Therefore, we may not receive any income from these properties and our ability
to pay distributions to our stockholders could suffer. If we are delayed in the completion of any such construction
project, our tenants may have the right to terminate preconstruction leases for space at such newly developed
project. We may incur additional risks when we make periodic progress payments or other advances to builders
prior to completion of construction. Each of those factors could result in increased costs of a project or loss of
our investment. In addition, we will be subject to normal lease-up risks relating to newly-constructed projects.
Furthermore, the price we agree to pay for a real property will be based on our projections of rental income and
expenses and estimates of the fair market value of the real property upon completion of construction. If our
projections are inaccurate, we may pay too much for a property.

Changes in supply of or demand for similar properties in a particular area may increase the price of real
estate assets we may seek to purchase or adversely affect the value of the properties we own.

The real estate industry is subject to market forces and we are unable to predict certain market changes
including changes in supply of or demand for similar properties in a particular area. For example, if demand for
the types of real estate assets in which we seek to invest were to sharply increase or supply of those assets were
to sharply decrease, the prices of those assets could rise significantly. Any potential purchase of an overpriced
asset could decrease our rate of return on these investments and result in lower operating results and overall
returns to you. Likewise, a sharp increase in supply could adversely affect lease rates and occupancy, which
could result in lower operating results and overall returns to you.

Retail properties depend on anchor tenants to attract shoppers and could be adversely affected by the loss of
a key anchor tenant.

We have acquired properties that include retail space. Retail properties, like other properties, are subject to
the risk that tenants may be unable to make their lease payments or may decline to extend a lease upon its
expiration. A lease termination by a tenant that occupies a large area of a retail center (commonly referred to as
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an anchor tenant) could impact leases of other tenants. Other tenants may be entitled to modify the terms of their
existing leases in the event of a lease termination by an anchor tenant, or the closure of the business of an anchor
tenant that leaves its space vacant even if the anchor tenant continues to pay rent. Any such modifications or
conditions could be unfavorable to us as the property owner and could decrease rents or expense recoveries.
Additionally, major tenant closures may result in decreased customer traffic, which could lead to decreased sales
at other stores. In the event of default by a tenant or anchor store, we may experience delays and costs in
enforcing our rights as landlord to recover amounts due to us under the terms of our agreements with those
parties.

Leases with retail properties’ tenants may restrict us from re-leasing space.

Most leases with retail tenants contain provisions giving the particular tenant the exclusive right to sell
particular types of merchandise or provide specific types of services within the particular retail center. These
provisions may limit the number and types of prospective tenants interested in leasing space in a particular retail

property.

Short-term multifamily community leases associated with any multifamily residential properties we own
may expose us to the effects of declining market rent and could adversely impact our ability to make cash
distributions to our stockholders.

We expect that substantially all of our multifamily community leases will be for a term of one year or less.
Because these leases generally permit the residents to leave at the end of the lease term without penalty, our
rental revenues may be impacted by declines in market rents more quickly than if our leases were for longer
terms.

High levels of unemployment could adversely affect the occupancy and rental rates of any multifamily
residential properties we own, with high quality multifamily communities suffering even more severely.

Increased levels of unemployment in multifamily markets could significantly decrease occupancy and rental
rates. In times of increasing unemployment, multifamily occupancy and rental rates have historically been
adversely affected by:

e rental residents deciding to share rental units and therefore rent fewer units;

e potential residents moving back into family homes or delaying leaving family homes;

e areduced demand for higher-rent units, such as those of high quality multifamily communities;
¢ adecline in household formation;

e persons enrolled in college delaying leaving college or choosing to proceed to or return to graduate
school in the absence of available employment;

e the inability or unwillingness of residents to pay rent increases; and
e increased collection losses.

These factors generally have contributed to lower rental rates. If these factors worsen, our results of
operations, financial condition and ability to make distributions to our stockholders may be adversely affected.

The multifamily residential properties in which we invest must comply with the Fair Housing Amendment
of 1988.

The multifamily residential properties in which we invest domestically, must comply with the Fair Housing
Amendment Act of 1988, or FHAA, which requires that multifamily communities first occupied after March 13,
1991 be accessible to handicapped residents and visitors. Compliance with the FHAA could require removal of
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structural barriers to handicapped access in a community, including the interiors of apartment units covered
under the FHAA. There has been heightened scrutiny of multifamily housing communities for compliance with
the requirements of the FHAA and the ADA and multiple substantial enforcement actions and private lawsuits
have been brought against multifamily communities to ensure compliance with these requirements.
Noncompliance with the FHAA and the ADA could result in the imposition of fines, awards of damages to
private litigants, payment of attorneys’ fees and other costs to plaintiffs, substantial litigation costs and
substantial costs of remediation.

Our investments in multifamily residential properties may face increased competition from single-family
homes and condominiums for rent, which could limit our ability to retain residents, lease apartment units or
increase or maintain rents.

We will face significant competition with respect to our investments in multifamily residential
properties. Any multifamily community we own may compete with numerous housing alternatives in attracting
residents, including single-family homes and condominiums available for rent. Such competitive housing
alternatives may become more prevalent in a particular area because of the tightening of mortgage lending
underwriting criteria, homeowner foreclosures, the decline in single-family home and condominium sales and the
lack of available credit. The number of single-family homes and condominiums for rent in a particular area could
limit our ability to retain residents, lease apartment units or increase or maintain rents.

We purchased assets at a time when the commercial real estate market was experiencing substantial
influxes of capital investment and competition for properties, and the real estate we purchased may not
appreciate or may decrease in value.

Real estate investment transaction volume has increased since 2010, and estimated going-in capitalization
rates, or cap rates (ratio of the net projected operating income of a property in its initial fiscal year divided by the
net purchase price), have fallen relative to their post-recession peaks in late 2009. There continues to be a
significant amount of investment capital pursuing high-quality, well-located assets that generate stable cash
flows, causing aggressive competition and pricing for assets which match our investment strategy. This may
continue to drive prices higher, resulting in lower cap rates and returns. We have purchased real estate in this
environment and we are subject to the risks that the value of our assets may not appreciate or may decrease
significantly below the amount we paid for such assets if the real estate market ceases to attract the same level of
capital investment in the future as it attracted when we purchased such assets, or if the number of companies
seeking to acquire such assets decreases. If any of these circumstances occur or the values of our investments are
otherwise negatively affected, the value of our stockholders’ investment may be lower.

Risks Related to Investments in Debt

Hines does not have substantial experience investing in mortgage, mezzanine, bridge or construction loans,
securitized debt or other debt related to properties in which we invest which could adversely affect our
return on our loan investments.

We have made, and may continue to make, investments in mortgage, mezzanine, bridge or construction
loans, securitized debt or other debt related to properties if the Advisor determines that it is advantageous to us
due to the state of the real estate market or in order to diversify our investment portfolio. However neither the
Advisor nor any of its affiliates has any substantial experience investing in these types of loans and we may not
have the expertise necessary to maximize the return on our investment in these types of loans.

Loans we make or invest in may be impacted by unfavorable real estate market conditions, which could
decrease the value of our loan investments.

We have made and may continue to make or invest in loans and we will be at risk of default by the
borrowers on those loans. These defaults may be caused by many conditions beyond our control, including
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interest rate levels and local and other economic conditions affecting real estate values. We may invest in
unsecured loans. Even with respect to loans secured by real property, we will not know whether the values of the
properties securing the loans will remain at the levels existing on the dates of origination of the loans. If the
values of such underlying properties drop, our risk will increase with respect to secured loans because of the
lower value of the security associated with such loans.

Loans we make or invest in will be subject to interest rate fluctuations, which could reduce our returns as
compared to market interest rates as well as the value of the loans in the event we sell the loans.

If we invest in fixed-rate, long-term loans and interest rates rise, the loans could yield a return that is lower
than then-current market rates. If interest rates decrease, we will be adversely affected to the extent that loans are
prepaid, because we may not be able to make new loans at the previously higher interest rate. If we invest in
variable interest rate loans, if interest rates decrease, our revenues will likewise decrease. Finally, if interest rates
increase, the value of fixed-rate loans we own at such time would decrease which would lower the proceeds we
would receive in the event we sell such assets.

Delays in liquidating defaulted loans could reduce our investment returns.

If there are defaults under our loans secured by real property, we may not be able to repossess and sell the
underlying properties quickly. The resulting time delay could reduce the value of our investment in the defaulted
loans. An action to foreclose on a property securing a loan is regulated by state statutes and rules and is subject to
many of the delays and expenses of other lawsuits if the defendant raises defenses or counterclaims. In the event
of default by a borrower, these restrictions, among other things, may impede our ability to foreclose on or sell the
secured property or to obtain proceeds sufficient to repay all amounts due to us on the loan.

Bridge loans may involve a greater risk of loss than conventional mortgage loans.

We may provide bridge loans secured by first lien mortgages on properties to borrowers who are typically
seeking short-term capital in connection with acquisitions, developments or refinancings of real estate. In
connection with such investments, there is a risk that the borrower may not achieve its investment objectives and
that we may therefore not recover some or all of our investment in such bridge loans. For example, if we provide
a bridge loan to a borrower who has identified an undervalued asset, either due to mismanagement of the
underlying assets or as a result of what the borrowers deems to be a recovering market, and the market in which
such asset is located fails to recover according to the borrower’s projections, or if the borrower fails to improve
the quality of the asset’s management or the value of the asset, the borrower may not receive a sufficient return
on the asset to satisfy the bridge loan.

In addition, owners usually borrow funds under a conventional mortgage loan to repay a bridge loan. If the
borrower is unable to obtain permanent financing to repay our bridge loan, we may lose some or all of our
investment. Bridge loans are also subject to risks of borrower defaults, bankruptcies, fraud, losses and special
hazard losses that are not covered by standard hazard insurance. In the event we make a bridge loan to a borrower
who defaults, we bear the risk of loss of principal and nonpayment of interest and fees to the extent of any
deficiency between the value of the mortgage collateral and the principal amount of the bridge loan. To the
extent we suffer such losses with respect to our investments in bridge loans, it could adversely impact our
business, results of operations, cash flows and financial ability and our ability to make distributions to our
stockholders and value of their investment.

Non-conforming and non-investment grade loans are subject to an increased risk of loss.

Loans we may acquire or originate may not conform to conventional loan criteria applied by traditional
lenders and may not be rated or may be rated as “non-investment grade.” Non-investment grade ratings for these
loans typically result from the overall leverage of the loans, the lack of a strong operating history for the
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properties underlying the loans, the borrowers’ credit history, the properties’ underlying cash flow or other
factors. Therefore, non-conforming and investment loans we acquire or originate may have a higher risk of
default and loss than conventional loans. Any loss we incur may adversely impact our business, results of
operations, cash flows and financial ability and our ability to make distributions to our stockholders and value of
their investment.

Our debt investments may be considered illiquid and we may not be able to adjust our portfolio in response
to changes in economic and other conditions.

The debt investments we may make in connection with privately negotiated transactio