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Sector Breakdown 

 *Benchmark weight

Diversified 30.0% (31.1%*)

Retail 26.6% (29.0%*)

Industrial 25.9% (26.5%*)

Specialised 6.1% (4.2%*)

Residential 4.7% (1.4%*)

Office 4.6% (7.8%*)

Portfolio Description 

The fund invests in in a broad selection of Australian listed property 
companies, with between 10 to 20 stocks typically held in the 
portfolio. 

Investment Strategy 

The fund's strategy is to bring together specialist resources in order 
to identify undervalued Australian real estate securities with minimal 
downside risk, sustainable earnings growth and good qualitative 
attributes. The fund uses proprietary forecasting and valuation 
methodologies and a disciplined portfolio construction process with 
an over-riding focus on absolute and relative risk. The fund invests 
predominantly in Australian securities and therefore does not hedge 
currency exposure. 

Investment Objective 

To provide medium-to-long-term capital growth and income to the 
investor by investing in a portfolio of Australian listed property 
securities. The Fund aims to outperform the S&P/ASX 200 A-REIT 
Accumulation Index over rolling three-year periods before fees and 
taxes. 

Key Investment Personnel and Experience (Industry / Firm) 

Stephen Hayes Head of Property Securities (1995 / 2012) 
Peter Cashmore Portfolio Manager (1993 / 2016) 

 
Product Overview 

APIR code FSF0004AU 
Inception date 07 July 1994 
Fund Size (A$) 318 million 
Benchmark S&P/ASX 200 A-REIT AccumulationIndex 
Number of stock holdings 12 
Buy / Sell spread 0.10% / 0.10% 
Minimum investment (A$) 5,000 
Management fees and costs (p.a.)* 0.81% 
* Information on Management fees and costs (including estimated indirect costs) is set 

out in the Fund's PDS. 

Performance Summary (%)  

Period 3mth 1yr 3yr 5yr 7yr 10yr SI 
Net return 12.2 -19.9 0.3 4.1 5.4 8.1 6.6 
Benchmark return 11.5 -20.5 -1.5 3.3 5.0 8.1 7.2 
Excess net return 0.7 0.6 1.8 0.8 0.4 0.0 -0.6 

 

Rolling 3 year return (%) 

 
Top 5 holdings 

Stock 
Goodman Group 
GPT 
Scentre Group 
Stockland 
Vicinity Centres 

Sorted alphabetically 
Risk Characteristics  

Period 1yr 3yr 5yr 7yr 10yr SI 
Fund standard deviation (%) 27.1 29.6 23.8 21.1 18.8 16.5 
Benchmark standard deviation (%) 27.1 30.2 24.3 21.6 19.3 16.6 
Tracking error (%) 1.2 1.6 1.6 1.5 1.4 2.2 
Fund Sharpe ratio -0.8 0.0 0.1 0.2 0.3 0.2 
Information ratio 1.0 1.6 1.0 0.8 0.6 0.1 
Beta 1.0 1.0 1.0 1.0 1.0 1.0 
Cashflow adjusted turnover (%) 10.3 14.3 21.6 18.0 15.4  
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Growth of AUD 10,000 Investment Since Inception 

 

  Distributions 

 
 
Top 3 attributors to performance (3 months) 
Sector Attr. 
Retail REITs 0.37% 
Office REITs 0.29% 
Residential REITs 0.27% 

 

  Top 3 detractors to performance (3 months) 
Sector Attr. 
Industrial REITs -0.14% 
Specialized REITs -0.04% 
Diversified REITs 0.15% 

 

 
Performance returns are calculated net of management fees and transaction costs. Performance returns for periods greater than one year are annualised. Past performance is not a 
reliable indicator of future performance. 
Data source: First Sentier Investors 2022  
Data as at: 31 December 2022 

 
Market review 

The ASX 200 A-REIT Index outperformed the broader market returning 11.5% in the December quarter, with the ASX 200 Index returning +9.4%.  

 

The outperformers for the quarter included Centuria Industrial REIT (+22.00%), Ingenia Communities Group (+20.16%), Region Group (+18.46%). The 

underperformers for the quarter were Home Consortium (-5.33%), Growthpoint Properties Australia (+0.52%) and Cromwell Property Group (+2.04%).  

 

In December it was reported that housing loan commitments fell -2.7% m/m in October, its ninth consecutive month decline, to be at its lowest level since 

December 2020. On an annual basis loan commitments are down -17.1% y/y, while the $3m annualized decline is significantly sharper at -32.4%.  

Despite the sharp falls to date, the level of housing loans commitments are still 35.5% higher than pre-pandemic February 2020 levels, though have fallen -

22.7% from the January 2022 peak.  

Consumer sentiment increased by 3.0% in December, following a sharp -6.9% drop in November. Even with the rise, consumer sentiment remains near 

record lows in levels terms at 80.3, and is still not far off the lows seen during the GFC (79.0) and during the pandemic (75.6).  

Fund Performance 

The fund returned 12.44% in the December quarter, underperforming the ASX 200 A-REIT Index by 64 bps 

The fund’s holdings in the residential sector and holiday and lifestyle parks sector benefitted performance in the quarter. Despite revising its FY23 guidance to 

be at the lower end of the previous FY23 range, Ingenia Communities group’s forecast EBIT growth of 30% and EPS growth of 5% could see it have forecast 

FY23 growth above the sector average which led to the stocks outperformance in the quarter. A relaxation on cash rate expectations is causing investors to 

become more positive on residential housing markets. Similarly, the funds residential holdings in Mirvac and Stockland aided fund performance for the same 

reason despite facing short to medium term headwinds. The fund’s exposures to the childcare sector also benefitted performance in the quarter on no stock 

specific news. 

Similarly, the fund’s select exposure to retail AREITs outperformed in the quarter. Region group outperformed as December 2022 revaluations saw its 

portfolio weighted average capitalisation rate increase by a modest 23bps reflecting both devaluations and acquisitions. The valuation movements 

underscored the defensive nature of the portfolio’s cash flow. Although consumer sentiment is sitting at historically low levels the funds shopping mall 

exposures benefitted performance in the month against a backdrop of supportive consumer spending behaviour reflecting a balance between strong 

employment data offset by heighted inflation levels.  

Exposures to the office sector through Dexus underperformed the AREIT sector although still benefitted performance in the quarter. The stock 

underperformed despite a reasonable 1Q23 update, which saw office occupancy and incentives largely hold at June 2022 levels. Dexus continues to be 

weighed down by negative sentiment towards the office sector with the recovery in physical occupancy stalling at ~60% of pre-COVID levels. 

Similarly, the funds self-storage holdings benefitted performance although underperformed the AREIT sector in the quarter. National Storage REIT’s 

operational update saw Q1 Revenue per available metre growth (RevPAM) growth of 1.2% q/q and a modest occupancy decline to 87.9%, implying metrics 

whilst still broadly positive are moderating. 

Market Outlook and Fund Positioning  

The December 2022 revaluations generally saw capitalisation rates soften and despite above cyclical rent growth saw carrying valuations fall modestly. 

The September quarter operational updates saw several themes emerging. For residential developers such as Mirvac Group and Stockland residential lot 

settlements are materially below settlement levels achieved in the previous corresponding period with reasons for this pullback drawn from the impact of 

rising rates and potential purchasers waiting for interest rates to stabilize. Despite the reported weakness in the September quarter metrics from a lot 

settlement standpoint both Mirvac Group and Stockland have reaffirmed their initial FY23 earnings and distribution guidance with both AREITs highlighting a 

2HFY23 skew to their respective forecast settlement profiles.  
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  To date reported office investment portfolio data is largely consistent with FY22 metrics from the standpoint of: weight average lease expiry (WALE), lease 

incentive levels and occupancy. Logistics landlords have reported a material uptick in re-leasing spreads and reduced incentives. 

AREITs generally are factoring in higher debt costs in FY23 to reflect a higher floating rate (Bank Bill Swap Rate) and whilst increased hedging will partly offset 

an AREIT’s exposure to higher floating rates several AREITs have adopted conservative floating rate forecasts in order to provide a forecast weighted average 

cost of debt for FY23. FY23 consensus earnings have been revised lower for AREITs expected to face challenges with debt costs, even where rent growth is 

anticipated to benefit from inflation. 

Despite several AREITs holding land-banks at historical costs the rise in construction costs is expected to place downward pressure on initial development 

returns now that capitalisation rate are not expected to firm materially from current levels. All groups acknowledged construction cost inflation was impacting 

underlying build costs, but industrial developers pointed to strong rental growth as an offset, while residential land developers noted prior uplifts in land values 

were an offset. 
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Portfolio Beta measures the portfolio's sensitivity to benchmark movements. Mathematically, it is the covariance of the portfolio vs the benchmark divided by the variance of the benchmark.  

Turnover is the average of sales and purchases divided by the average portfolio size. Cashflow Adjusted Turnover is the same as above, except that the lesser of sales and purchases is used in place of the average of the two. This 
is to adjust for turnover that is related to investing inflows or selling stocks to meet outflows rather than related to active management of the portfolio.  

www.firstsentierinvestors.com.au 

 For further information 

 Acting Head of Wholesale 
 Ross Crocker +61 2 9010 5424 

 Key Account Manager - NSW 
 Paul Sleiman +61 4 2251 1231 

 Business Development Manager – NSW 
 Nicole Kremastos +61 431 187 910 
 Emerson Bloom +61 472 633 201 
 Amelia McKinnon +61 435 719 998 

 Business Development Associate – NSW 
 Gabi Cheetham +61 457 881 684 

 Key Account Manager - VIC/TAS 
 Nicholas Everitt +61 499 454 206 
   
 

    

 Business Development Manager - VIC/TAS  
 Jack Heinz +61 436 810 683  

 Business Development Associate - VIC/TAS  
 Shannen Jacobsen +61 457 227 728  

 Key Account Manager - QLD  
 Quin Smith +61 455 095 505  

 Business Development Manager - QLD  
 Julie Day +61 466 413 176  

 Business Development Associate - QLD/WA/SA/NT  
 Pam Evans +61 458 864 686  

 Key Account Manager - WA/SA/NT  
 Nathan Robinson +61 403 272 440  

    
 

This report has been prepared by and is issued by First Sentier Investors (Australia) IM Ltd (ABN 89 114 194 311, AFSL 289017) ( FSI AIM ) which forms part of First Sentier Investors, a global asset  management business. First 
Sentier Investors is ultimately owned by Mitsubishi UFJ Financial Group, Inc ( MUFG ).  
It is directed at persons who are professional, sophisticated or wholesale clients and has not been prepared for and is not intended for persons who are retail clients and must not be reproduced or transmitted in any form without 
the prior written consent  of FSI AIM. A copy of the Financial Services Guide for FSI AIM is available from First Sentier Investors on its website. 
 This material contains general information only. It is not intended to provide you with financial product advice and does not take into account your objectives, financial situation or needs. Before making an investment decision, 
you should consider whether this information is appropriate in light of your investment needs, objectives and financial situation. Total returns shown for the Fund or any Portfolio have been calculated using exit prices after taking 
into account all ongoing fees and assuming reinvestment of distributions. Past performance is no indication of future performance. 
The product disclosure statement (PDS) and Information Memorandum (IM) for the First Sentier Wholesale Property Securities Fund, ARSN 087 570 429 (Fund) issued by Colonial First State Investments Limited (ABN 98 002 348 
352, AFSL 232468) (CFSIL) should be considered before making an investment decision. The PDS or IM are available from First Sentier Investors on its website. The target market determination (TMD) for the Fund is available from 
First Sentier Investors on its website and should be considered by prospective investors before any investment decision to ensure that investors form part of the target market. 
CFSIL is a subsidiary of the Commonwealth Bank of Australia (Bank). The Bank, MUFG and subsidiaries thereof do not guarantee the performance of the Fund or the repayment of capital by the Fund. Investments in the Fund are 
not deposits or other liabilities of MUFG, the Bank or their respective subsidiaries, and investment-type products are subject to investment risk including loss of income and capital invested. First Sentier Investors was acquired by 
MUFG on 2 August 2019 and is now financially and legally independent from the Bank. 
To the extent permitted by law, no liability is accepted by the Bank, MUFG or any affiliates thereof for any loss or damage as a result of any reliance on this information. This information is, or is based upon, information that we 
believe to be accurate and reliable, however neither the Bank, MUFG nor any affiliates thereof offer any warranty that it contains no factual errors. Any opinions expressed in this material are the opinions of FSI AIM at the time of 
publication only. Such opinions are subject to change without notice.   
Copyright © First Sentier Investors (Australia) Services Pty Limited 2022 
All rights reserved. 
The indexes referred to in this document ("Index") are products of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by FSI AIM. Copyright © 2022 S&P Dow Jones Indices LLC, a division of S&P 
Global, Inc., and/or its affiliates. All rights reserved. Redistribution or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. For more information on any of S&P Dow Jones 
Indices LLC's indices please visit www.spdji.com. S&P® is a registered trademark of S&P Global and Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC. Neither S&P Dow Jones Indices LLC, Dow Jones 
Trademark Holdings LLC, their affiliates nor their third party licensors make any representation or warranty, express or implied, as to the ability of any index to accurately represent the asset class or market sector that it purports 
to represent and neither S&P Dow Jones Indices LLC, Dow Jones Trademark LLC, their affiliates nor their third party licensors shall have any liability for any errors, omissions, or interruptions of any index or the data included 
therein. 
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