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Mr Chris Aylward, Executive Chairman of APN Property
Group, jointly founded APN in 1996 and has been
intimately involved in the business ever since. Chris has
over 35 years’ experience investing in property.

From the Executive Chairman’s desk
It’s an exciting time for me to have
stepped back into a more active role
within the business. APN is in excellent
shape with a young, talented and
hardworking team. The youth of our
executive team and the vast experience
on our APN Property Group Board,
APN Funds Management Board and
independent investment committees
provides the right mix to move the
business forward. We have industry
advantages in the property securities and
healthcare divisions as well as excellent
prospects in the direct property space.
Conversion of prospects will complete
what is already a formidable platform
for growth.
In the first half of 2013, we’ve
celebrated a number of successes
including the launch of a new Asian REIT
Fund and the APN 541 St Kilda Road
Fund (refer page 7); a property syndicate
which we believe is an outstanding
investment opportunity. Our flagship
APN AREIT Fund is approaching $500
million in funds under management and
Generation Healthcare REIT recently
acquired Westmead Rehabilitation
Hospital. Investment performance
remains strong.
The AREIT sector delivered a solid 24.0%
total return for the 12 months to 30 June
2013, outperforming the broader market
(as measured by the S&P/ASX 300
Accumulation Index) by 2.10% over the
period. On 6 August 2013, the official
cash rate hit a record low of 2.50% pa,
which further ignited a hunt for reliable
yield assets. Pulling back over recent
months and steadying to a more
normalised level, we believe the AREIT
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market is priced fairly and presents an
attractive income focussed investment
opportunity in a defensive sector.
More broadly, equity markets rose
steadily in the first six months of the
calendar year, however, volatility has
been persistent. Investor confidence is
understandably cool with a change in
Government, decreasing Australian dollar
and a slowdown in the resources sector.
Momentum is building in the US and
super-easy monetary policy ‘tapering’
continues to impact sentiment in equity
markets in the US and around the world.
Europe is gradually stabilising and while
China’s growth slowed in the second
quarter of 2013, the medium to long
term outlook remains positive for Asia.
Australia remains in a fortunate
position; relatively low unemployment
and inflation, a robust banking system,
GDP growth and a low interest rate
environment support an attractive
commercial real estate outlook.
Most importantly, commercial property
is supported by steady fundamental
drivers. Property valuations are not high
compared to the last cycle; vacancy
levels and risk are nowhere near where
we have seen in previous down cycles.
In the retail sector, whilst some negative
forces remain at play (such as slowing
growth due to consumer caution and an
elevated savings rate), overall, we believe
good assets will continue to grow net
income levels. In the CBD office sector,
despite increasing vacancy rates, we
expect key Eastern seaboard markets
to stabilise in the near term. Industrial
sector fundamentals remain sound.

Niche sectors continue to offer attractive
investment opportunities and well
located assets with the ability to
generate reliable income will continue to
deliver attractive returns for discerning
investors. APN’s listed healthcare fund,
Generation Healthcare REIT and its
consistent returns over a number of years
is a good example of the importance of
careful selection and diligence within
the broad universe of available property
investments.
Uncertainty will continue to pervade
until such time as the markets are
convinced that concerted worldwide
Central Bank action is impacting the real
economy. Managing through this waxing
and waning of confidence requires a
great degree of skill and diligence. It’s
impossible to predict how markets will
behave over the next 12 months, but I
am convinced income from property will
help provide predictable returns during
the transition. Our focus is resolute;
to deliver on our objective of income
outperformance and excellent service.
Thank you for your continued support
and I wish you a prosperous new
financial year.

Chris Aylward
Executive Chairman
APN Property Group
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Have your say!
We’re always looking at
ways to improve Rooftop
and provide you with
information that is helpful
and relevant. We’d love to
hear from you with your
suggestions and feedback.
Email us at:
apnpg@apngroup.com.au or call
our Investor Services hotline on
1800 996 456
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Why property syndicates
should be considered as
part of a well diversified
portfolio...
The word ‘property’ is likely to conjure
up thoughts of the family home, a
beach house, high rise units, apartment
blocks, flats or town houses. With a fair
proportion of most Australians’ wealth
tied up in residential dwellings, whether
it’s their principle place of residence or
an investment property, it’s not surprising
that these descriptions fall squarely
within the definition of ‘residential
property’. Antipodeans’ dream of owning
a parcel of terra firma has long been part
of our cultural heritage. Residential real
estate is commonly held, well known and
largely loved by Australians.
However, residential property captures
only one segment of the ‘property’
definition. A large component which is
often overlooked is commercial property
- office buildings, retail shopping centres,
industrial warehouses, technology parks,
storage facilities, hospitals and medical
centres all fall within the definition of
‘property’.

Whilst the foundation of both residential
and commercial real estate is ‘bricks and
mortar’, with profits generated through a
combination of yield (from rent collected)
and capital growth, commercial property
behaves very differently from its
residential cousin.
Well known for generating high and
sustainable yields due to the underlying
lease contract, the defensive nature
of commercial property presents
an attractive investment option –
particularly during volatile economic
conditions and when cash rates are
falling to all time lows.
In this article, we explore the five top
reasons why including commercial real
estate through an investment in property
syndicates should be considered as part
of a well diversified investment portfolio.

APN PROPERTY GROUP

Few investors have either the financial
capacity or specialist knowledge required
to enter into the complex negotiations
required to purchase a multi-million
dollar commercial building. Identifying
and acquiring a suitable asset is just
the first step in successfully executing a
property deal. Astute decision making
coupled with a detailed due diligence
process is required before entering into a
contract of sale. A thorough assessment
of: location, yield metrics, building
specs, tenant mix and profile, building
reports, valuation reports, forecast capital
expenditure requirements and market
reviews (rents, occupancy, historical
yields, comparable sales) is just the
beginning.

Residential

Commercial

2-4%

6-8%

Tenants

Individuals

Corporations, Government bodies,
ASX listed companies

Lease term

12 months

5+ years

Yields
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Offering an attractive yield in a defensive
sector with a strong potential for capital
growth, investors can build wealth by
investing in well selected, professionally
managed commercial real estate.

Following settlement, commercial
buildings require an intense level
of ongoing specialist management.
Capital improvements, rent review
negotiations, tenant relations, repairs
and maintenance, accounting, legal
compliance and disposition need to
be continuously and actively managed
in order to maximise rental yield and
capitalisation rates (valuation).
Buying an office block or retail shopping
centre outright is not for the faint
hearted. It can be a high risk game for
those without deep pockets and without
deep real estate expertise.
Property syndicates provide an ideal
way for investors to access a slice of a
commercial property(ies) – requiring a
relatively small capital outlay and fully
supported by a professional property
management team. There is a high
degree of visibility when you invest in a
property syndicate, which is essentially
only one step removed from direct
ownership. You can see, and in many
cases visit the building(s), monitor the
performance of corporate tenants and
track performance which is delivered
via transparent unit pricing and regular
independent valuations. The day-to-day
building operations and strategic asset
management rests with the professional
team of advisers, leaving you to enjoy
receiving a share of the rental income
(generally paid quarterly) and ultimately
the sale proceeds when the property
is sold.

Here are the five top reasons why
adding unlisted commercial property to
an investment portfolio is compelling:
1. Capital growth potential
With the commercial property sector
currently tracking at a low point in the
cycle it’s an ideal time to capitalise.
However, it’s a mistake to group all
commercial property as a “dead set
buy”. There are excellent buying
opportunities in the current market
and there are plenty of lemons to
avoid. Acquiring the right property for
the right price is a complex and highly
specialised field that requires deep real
estate expertise. At APN, we are highly
selective in which assets we purchase.
Of the hundreds of potential assets that
we consider, only a handful make the cut
and proceed to final due diligence. As
with all property investment, it is a buyer
beware market.

3. High yielding
Regular and growing yields are driven
by the security of the lease contract.
Commercial leases are generally tightly
structured for long durations (five plus
years) and are often linked to inflation or
have set fixed percentage increases.
4. Portfolio diversification
Commercial property by nature is a
defensive, high yielding, lower growth
asset class that naturally enhances
portfolio diversification.
5. Tax deferred income
The tax deferred component of income
received on property syndicates is
generally relatively high. The tax deferred
portion of income received reduces
the investors’ cost base, meaning
investors do not pay tax on this portion
of the distribution until they sell units
in the fund which is then taxed at the
concessional capital gains tax rate.

2. Lower volatility than listed
property
Unlike listed REITs and general equities
which trade on the ASX, property
syndicate pricing reflects the true value
of the underlying assets based on regular
(generally half yearly) independent
valuations which determine the Net
Tangible Asset (NTA) value. NTA pricing
naturally leads to smoother investment
returns and protects investors from the
often irrational price fluctuations that
plague listed markets.
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Investors however, need to be mindful of
a number of factors (some of which are
unique to this particular investment type)
when investing in property syndicates.
Below are some key things to consider:
Leasing risk
Is there a gap between the Weighted
Average Lease Expiry (WALE) and the
term of the fund? Are the tenants
financially sound? Are tenants likely to
grow or reduce their workforce? How
committed are tenants to the building?
Have they invested heavily in fit-out
and are they long term tenants? Do
they place significant importance on
office location as part of their corporate
branding or employee culture? Are rents
fixed or linked to CPI? Are rents market
rate?
Management expertise
Experienced, professional management
is critical not only in selecting assets
which offer the greatest opportunity
for superior returns, but also in terms
of managing the assets going forward.
For example: retaining and attracting
the right tenant mix, increasing WALE,
enhancing rental income, reducing
outgoings, green proofing the building
and managing capex are all critical
activities to effectively manage
properties.
Look for highly credentialed managers
who have a proven track record in
successfully managing syndicates over
a long period of time and through
different cycles. Has the Manager
purchased properties at the right price,
extracted maximum value from the
asset and returned profits to unitholders
within stated timelines?
Illiquidity
Property by nature is an illiquid
investment and syndicates are no
different. Be prepared to have your
money tied up for life of the fund.
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Exit strategy
Is there a well defined, mandated exit
strategy that provides clarity regarding
the sale of the asset and return of funds
to unitholders? Does the disclosure
document clearly explain the explicit
circumstances that must prevail in
order for the life of the fund to be
extended – for example, unanimous or
majority unitholder vote? Or is there
an automatic right of the Responsible
Entity to extend the fund for a further
period of time?
Independent research ratings
Look for syndicates that have been
positively rated by independent
researchers. Researchers conduct site
inspections and carry out detailed
assessments of management’s
capability, risks and suitability of the
asset for the purpose intended.
Fees
Ongoing management expenses for
property syndicates generally range
from 1-2% pa. In addition, once-off
acquisition and disposal fees typically
range from 1-3% and cover the cost of
property identification, equity raise and
sales management. The fund manager
may also be entitled to a performance
fee upon fund termination if the final
internal rate of return exceeds the
specified target rate of return. Generally,
a performance fee of between 15% and
25% is considered acceptable.
The higher the fee on a property
syndicate, the lower the returns
investors will receive.

APN 541 St Kilda Road Fund
On 3 May 2013, APN launched
a single asset property syndicate
which is currently distributing an
annual yield of 9.00%1 pa paid
monthly.
541 St Kilda Road is a high quality
office building located 4 kms
from the Melbourne CBD in one
of Australia’s leading non-CBD
office markets. The property was
purchased at an attractive price,
is well tenanted by ASX listed
company SEEK Limited and the
Fund has received a ‘Superior’ 4
star rating by SQM Research.
With an asset-specific strategy in
place to maximise rental income
and sale price, the Fund has a
clearly defined exit programme to
sell within six years, at an optimum
price and deliver capital back to
Unitholders.
APN 541 St Kilda Road Fund
remains open to new investments.
To find out more or to apply for
units, visit apngroup.com.au or
contact APN on 1800 996 456.

1 Initial forecast distribution yield calculated for the year
ending 30 June 2014. The forecast yield is subject to
various assumptions and property, financing and other
general risks as set out in the Product Disclosure
Statement. Any forecast distributions are not
guaranteed.

Over the long term, the greatest virtue of commercial property
as an asset class is to provide sustainable and growing income.
Underlying capital growth will follow properties with good income
streams. Investing in high quality property syndicates that are
managed by well credentialed, highly experienced managers
provides an ideal way for investors to create wealth.
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APN 541 St Kilda Road Fund

A quality
commercial
property
investment
open to new
investors
The APN 541 St Kilda Road Fund
commenced operation on 3 May 2013
and is a single asset, closed-end property
fund currently distributing an annual yield
of 9.00%1pa, paid monthly.
The APN 541 St Kilda Road Fund is a six
year closed ended fund which provides
an opportunity for income growth as
rents from the property grow, as well as
potential capital growth over the term.
Located only minutes from Melbourne’s
CBD, the St Kilda Road precinct is an
iconic business district which attracts
a strong corporate presence on an
international scale due to its central
location and excellent value for money.
The property at 541 St Kilda Road is a
modern, substantially refurbished eight
story commercial office building located
in the heart of one of Australia’s leading
non-CBD office markets2.

In June 2013, the property was re-valued
at $29 million, $1 million above the
purchase price. This increase in property
value translates into an increase in
Net Tangible Asset (NTA) value of
approximately 5 cents per unit to 92.1
cents per unit.
The property is currently 97% occupied.
SEEK Limited (“SEEK”), an ASX 100
company and a leading provider of
online employment advertising occupy
94% of the building. SEEK is a strong
tenant having first established their
global head quarters at 541 St Kilda
Road in 2007 and has invested heavily
in a customised workspace fitout.

Currently
distributing
an annual
yield of

9.00

paid
monthly

APN 541 St Kilda Road Fund
remains open to new
investments
To invest please contact your
financial adviser or
APN Investor Services:
1800 996 456
apnpg@apngroup.com.au
apngroup.com.au

The property has been purchased at
a low relative price which strongly
positions the asset for capital growth
as values rise in tune with the
property cycle.

APN Property Group secured the full
amount to purchase 541 St Kilda Road
and settlement was completed on 10 May
2013 at an attractive price of $28 million
during a low point in the property cycle.

1 Initial forecast distribution yield calculated for the year ending 30 June 2014. The forecast yield is subject to various assumptions and property, financing and other general risks as set out in
the Product Disclosure Statement (PDS). Any forecast distributions are not guaranteed.
2 Based on net absorption of 20,000m2 in the 12 months to September 2012. Source: Jones Lang LaSalle.
* SQM Research, the leading independent real estate research house in Australia has rated the Fund 4 stars, which is defined as “Superior”. SQM Research believes the Fund offers investors
“exposure to an A-Grade commercial office building that is supported by a highly qualified and experienced management team”.
Before making an investment in the Fund, you should consider important information about risks, costs and fees in the PDS available from www.apngroup.com.au. Other important information
about investments, including ratings, is contained on page 27.

key factors driving the
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The S&P/ASX 300 Property Trust Accumulation Index (AREIT Index)
delivered a strong total return of 24.0% over the 2013 Financial Year,
outperforming the broader equity market (as measured by the
S&P/ASX 300 Accumulation Index) by 2.10%.
This annualised return was in line with expectations following the strong
rally of Australian Real Estate Investment Trusts (AREITs) on the back of
a trend towards high yielding, defensive “hard assets” over much of the
year as the Reserve Bank of Australia continued to lower official cash
rates. Prior to this run in performance, AREITs were trading at substantial
discounts to their book values - today they are more in line with fair value.
We believe that with the majority of returns from the AREIT sector
coming from relatively strong and sustainable rental earnings, the AREIT
market is well positioned to provide returns in the order of 9-11% for the
2014 Financial Year. In the following article we discuss the 5 key factors
driving the AREIT sector at present.

HOW THE AREIT INDEX HAS PERFORMED
COMPARED TO OTHER ASSET CLASSES OVER
THE LAST 3 YEARS TO 30 JUNE 2013
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Australian Property Securities – S&P/ ASX 300 Property Accumulation Index
Australian Shares – S&P/ ASX 300 Accumulation Index
Global Shares – MSCI World Net Index (A$)
Australian Fixed Interest – UBS Australian Composite Bond Index
Cash – UBS Australian Bank Index
Diversified – A blend of the above indices
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01
NOT
SO
RISKY

In our opinion, the AREIT sector
today does not show the same risky
characteristics as it did in mid-2007,
prior to the start of the GFC. Having
learnt the hard lessons over the last
few years, AREITs have overhauled their
business models and are now focussed
on managing trusts in a traditional and
more conservative way.
AREITs have successfully lowered their
risk profile by drastically reducing
debt levels to circa 30% (relative to
gross assets), carefully managing
payout ratios, selling down corporate
businesses (non rental earnings) and
concentrating on domestic rental
streams – which is exactly how AREITs
were intended to operate.
We believe the improvement of AREIT
debt metrics (gearing levels, increased
diversity of sources of debt and longer
duration of some loan agreements) has
positioned the sector to reasonably
withstand any future headwinds.
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02

THE
YIELD
GAP

On 6 August 2013, the Reserve Bank
of Australia cut the official cash rate to
2.50% pa, which is the lowest level on
record since 1959.
With lower interest rates crimping term
deposit and fixed cash returns, we are
seeing investors trending toward the
defensive and higher yielding AREIT
sector.
In a low interest rate environment
the difference in yields (the “spread”)
between cash and AREITs will widen,
making AREITs more attractive. With
term deposits currently yielding around
3.65%-3.90%1 compared to AREITs
which are yielding around 5.60%2 and
the APN AREIT Fund yielding around
7.70%3pa (as at 12 September 2013)
and the opportunity for capital growth,
the attractiveness of the sector is
compelling.
With cash rates expected to decrease
further this year, a flow on effect will be
lower debt costs and increased earnings
for AREITs. However, investors should
be aware that cash and AREITs have a
significantly different risk profile and
are generally considered higher risk
investments relative to cash.

03

STEADY
PROPERTY
FUNDAMENTALS
Whilst there has been a slight weakening
of domestic property fundamentals
across the sector in recent months it is
important to note that there is a clear
divergence between quality prime grade
assets and secondary lower grade assets
across the office, retail and industrial
property sectors.
Better quality assets continue to attract
strong rental demand and benefit from
both a valuation and income perspective,
as their ability to attract new tenants is
generally greater.
As owners of quality prime grade assets,
the AREIT sector is showing every sign
that it is set to deliver sustainable
returns over the next few years,
further supported by steady economic
fundamentals and a low interest rate
environment.
Occupancy continues to hold up
While some commercial office markets
are experiencing softer demand, vacancy
levels are nowhere near where we have
seen in previous down cycles. Whilst some
negative forces remain at play we expect
property fundamentals to remain sound.
Rental growth is restrained yet
still being achieved
Throughout the year market rental
growth was stifled by moderating
demand across key sectors such as
office and retail, albeit overall we expect
AREITs to deliver higher net property
income as the impact of fixed rent
reviews continues to drive growth.
Valuations to strengthen
As the impact of stronger demand is
felt over FY14, particularly for premium
quality assets, valuations are expected to
strengthen.

04

SUPPORTIVE
ECONOMIC
BACK DROP
Whilst global markets remain patchy,
after a year of better economic
conditions, share markets around
the world have generally improved
and confidence is gradually starting
to return. America is regaining some
of its former strength with talks of
quantitative easing coming to an end,
downside risks in Europe have settled
and while China’s growth slowed in the
second quarter of 2013, the mediumlong term outlook remains relatively
positive.
Albeit Australian business and investor
confidence remains understandably
cool with a change in Government,
the decreasing Australian dollar and
a slowdown in mining, economic
conditions remain healthy, especially
relative to the rest of the developed
world. Relatively low unemployment
and inflation, a robust banking system,
GDP growth and a low interest rate
environment are supportive of an
attractive commercial real estate
outlook.
While the full effects of the recent rate
cuts are yet to filter through, economic
data suggests that there are positive
signs in the housing market, which
is considered an early mover in the
economic recovery phase.

05

LOW
AUSTRALIAN
DOLLAR
Over the financial year, the Australian
dollar versus the US dollar fell from
around $1.02 to around $0.934.
This was mainly attributed to interest
rate cuts and the slowdown in the
Australian economy, coupled with the
strengthening of the US driven by a
rebound economy.
A weaker Australian dollar is positive for
AREITs with offshore exposure (albeit
largely hedged) such as; Westfield
Group (WDC), Goodman Group
(GMG), Challenger Diversified Property
Group (CDI) and Astro Japan Property
Trust (AJA), who will benefit from
the repatriation of offshore earnings,
which will be higher once converted to
Australian dollars.
In addition, once the Australian dollar
stabilises at a lower level, offshore
investors will have the confidence to
add to their existing exposures and/or
re-enter the market, thereby increasing
demand for AREITs and Australian
direct property.

We believe that,
with a long term
perspective, AREITs
remain an attractive,
lower risk source of
income.

Note: This article includes forecasts, projections and other
predictive statements that represent assumptions and
expectations in light of currently available information.
Consequently, no guarantee is presented or implied as
to the accuracy of specific statements contained herein.
Past performance is not necessarily an indication of future
performance.
1 Average 12 month term deposit rate on a balance of
$100,000 as at 14 August 2013.
2 As measured by the S&P/ASX 300 Property Trusts
Accumulation Index as at 31 July 2013.
3 As at 12 September 2013. Current running yield is
calculated by dividing the annualised distribution rate by
the latest entry unit price. Distributions may include a
capital gains component.
4 Source: RBA Exchange Rate Data 16 August 2013.
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It is a myth
that only the
very wealthy
can invest in
commercial
property.
Understandably, many investors
overlook investing in commercial
property because in reality, few
people can afford to purchase a
shopping centre, warehouse or office
tower outright... but investors can still
enjoy the benefits of this compelling
investment class, without having to
part with a large pool of capital.
An investment in Australian Real
Estate Investment Trusts (AREITs)
is a convenient way for investors to
access the benefits of direct property
without the significant price tag and
illiquidity of direct ownership.

APN Property Group’s flagship fund
the APN AREIT Fund makes it
possible for investors to gain access
to a portfolio of quality commercial
property for as little as $1,000.
Investing in a diversified portfolio of
AREITs which own a wide spread of
Australia’s highest quality shopping
centres, warehouse complexes and
iconic office buildings, the APN AREIT
Fund aims to deliver strong and
sustainable income returns and some
capital growth to investors.

Access a diversified
portfolio of quality
commercial property
for as little as
$1000 with the
APN AREIT Fund...
 Currently yielding around
7.70%pa1
 Delivers monthly income
 100% liquid - you can dial up
or dial down your investment
at any time
 A portfolio of quality AREITs
that offers diversification of
properties, tenants, managers,
locations and sectors
 Actively managed by a team of
real estate investment
professionals
 Highly rated by several leading
research houses2

To find out more:

By investing in the APN AREIT Fund,
investors can secure a slice of the rent
returns earned by prime buildings
such as Chadstone Shopping Centre
in Melbourne, 1 Bligh Street in Sydney
and 111 Eagle Street in Brisbane, to
name a few.

PROFESSIONAL PLANNER | ZENITH

FUND AWARDS

2012
WINNER

1 As at 12 September 2013. Current running yield is calculated by
dividing the annualised distribution rate by the latest entry unit price.
Distributions may include a capital gains component. Past performance
is not necessarily an indication of future performance.
2 Ratings: SQM Research (September 2013), Zenith (July 2013)
Lonsec (May 2013), Morningstar (March 2013).
Before making an investment in the Fund, you should consider important
information about risks, costs and fees in the Product Disclosure Statement
available from www.apngroup.com.au. Other important information about
investments, including ratings, is contained on page 27.

Experience
the Asian
growth story...
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with Stephen Finch
CEO APN Asian Real Estate Securities

Close up

with Stephen Finch

Stephen ‘Steve’ Finch is CEO,
Asian Real Estate Securities and
Fund Manager for the APN Asian
REIT Fund, APN Asia Pacific
REIT Fund and ARA Asian Asset
Income Fund.
With more than 25 years in the
property funds management
industry, Steve is an experienced
investment manager who is able
to offer a rare depth of specialist
real estate knowledge.
Family:
My Wife and I have four children
aged 22, 21, 17 and 11.
Hobbies:
Being a travel agent and banker
to my children.
Favourite holiday destination:
New England.
Best investment advice you’ve
ever received:
Never be fooled by accounting;
follow the cash.

| 14 |

APN PROPERTY GROUP

Q What is meant by the term ”the
Asian century”?
Asia is recognised as a growth engine
on the world stage. The rapid rise of Asia
has triggered a major power shift from
West to East and is a defining feature of
the 21st Century, which is referred to as
“the Asian century”.
Home to 60% of the world’s population,
the continent is experiencing rapid
urbanisation and GDP growth which is
fast outpacing the Western world.
The region’s growth prospects are
underpinned by unique demographic
trends, including: rapid population
growth, increasing wealth and a
burgeoning middle class. With billions
set to enjoy higher living standards, the
desire for additional goods and services
will create a larger, new consumer
market.

Q Why is Asian commercial real
estate an appealing investment
decision?
Asia’s transforming economy and
social structures present a wealth of
investment opportunities over the next
decade and beyond.
Real estate is a direct beneficiary of
Asia’s growth story. A vast array of
infrastructure is required to support an
urban lifestyle – from housing and retail
shopping centres through to recreational
centres, hospitals, warehousing and
office buildings. Infrastructure of all
kinds is in demand.
The Asian macroeconomic landscape
provides a strong platform for a
maturing real estate market. Future
growth opportunities are underpinned by
government support for increased home
ownership, income growth that supports
mass household consumption, and in
turn, sustained demand for various
sectors of commercial real estate.
The Asian REIT sector continues to grow
rapidly presenting greater opportunities
for Australian investors to gain exposure
to the Asian growth story and in turn,
diversify their property holdings.

The Asian REIT sector continues to grow rapidly
presenting greater opportunities for Australian
investors to gain exposure to the Asian growth
story and in turn diversify their property holdings.

Q What are the benefits of
investing in Asian REITs versus
direct Asian property?

Q What is your response to
investors who believe that Asia is
too risky?

Accessing direct commercial real estate
in Asia is difficult for foreign investors.
Quality commercial properties are often
tightly held by a small number of local
investors, developers and government
owned corporations making it virtually
impossible for the average investor to
get a look in.

I think it is understandable given the
perception that foreign investments hold
more risk, but as you drill down into
the governance structure and the strict
regulatory framework which underpins
all Asian REITs in the developed markets
(Singapore, Hong Kong and Japan) this
perception can quickly be dispelled.

As you can imagine there is also
a large amount of upfront capital
required to purchase a towering office
building, multi-level shopping centre or
warehouse, which is prohibitive for most
investors. Direct property also requires
a vast amount of specialist knowledge
and intense ongoing management.
Furthermore, direct property bears the
burden of illiquidity; Asian Real Estate
Investment Trusts (REITs) on the other
hand are generally liquid.

Over 80% of the APN Asian REIT Fund
portfolio is made up of stocks held
in these developed markets. These
Asian REITs are heavily regulated to
ensure they have a strong corporate
governance focus, abide by strict
gearing restrictions and limitations and
in many cases are actually managed
by external managers. Arguably, Asian
REITs are more heavily regulated than
their US and European counterparts.

Asian REITs provide an ideal avenue
for investors to access some of the
highest quality, professionally managed
commercial real estate across the mature
markets of Singapore, Hong Kong and
Japan, without the significant price tag
and arguably, much of the fuss.
Asia’s rapid growth over the past decade
is very much just the beginning. A recent
study by the Asia Pacific Real Estate
Association (APREA) has predicted that
Asia Pacific’s share of the global real
estate market will increase to 39%
by 2021 and 49% by 2031, which
represents an increase in value from
$7trn (€5.2trn) to $45trn over the same
period.

Furthermore, managers of Asian REITs
are professional and highly experienced
and normally backed by sponsors
with strong balance sheets. With
commercial Real Estate enjoying very
high occupancies and no foreseeable
large scale tenant departures it provides
an opportunity for strong risk-adjusted
returns through organic rental growth
and accretive acquisitions.

Q How do you select underlying
stocks for your portfolio?
Our investment team which is based
in Singapore select underlying stocks
based on a proven investment
approach, which has been developed
over many years.
Using detailed valuation models and
risk parameters, we value and weight
hundreds of individual stocks to identify
those that meet our strict requirements.
Ultimately, our team looks for stocks
that invest in premium quality
properties, in good locations, supported
by secure long term leases. We also
carefully review the skills and experience
of the investment team and the strength
of their balance sheet, which is critical
to a stock’s overall performance.
Collectively, our investment team has
over 40 years’ Asian regional property
investment experience. An intimate
understanding of commercial real
estate together with a highly disciplined
investment approach has been the
backbone of our performance.
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Q What is your management
strategy for the APN Asian REIT
Fund over the next 12 months?
Growth has been substantial in the
Asian REIT sector, as I’ve mentioned.
Over the last seven years alone, the
sector has produced an annualised total
return of 6.50%pa (as measured in
A$ by the Bloomberg Asia REIT Index)
outperforming the broader market
(MSCI Asia Pacific Index) by 6%pa.
The fundamentals in the underlying
property markets indicate that rents
are likely to remain strong in the retail,
logistics and office sectors. These are
the sectors we will be focussing on for
the next 12 months.
More specifically, we will be looking for
high and sustainable income yielding
REITs in Japan as well as focussing
on Asian ex-Japan REITs with strong
organic growth.
The market for all yield based
investments, including REITs, has
reacted to the possible reduction in
quantitative easing in the US. This
correction has created an excellent entry
opportunity for new investors in the
Asian REIT sector as yields are above
historical norms and at discounts to the
underlying Real Estate Values.
As Asia rapidly transforms into a more
domestically driven consumption
growth story, we believe the sector
will continue to reap the rewards
underpinned by greater demand for
commercial property and a supportive
rental growth outlook.
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APN PROPERTY GROUP

APN Asian REIT Fund

Experience
the growth story...

WEBINAR
Visit apngroup.com.au to view our latest webinar

APN
Experience
REIT
the growth story
FUND
APN Property Group is pleased to introduce the APN Asian REIT Fund,
a new Asian property securities fund that invests in Asian Real Estate
Investment Trusts (REITs) and provides investors with the ability to
access a diversified portfolio of high quality commercial property in a
remarkable growth region. Actively managed, the APN Asian REIT Fund
aims to deliver a competitive yield, capital growth over the long term
and lower risk than the Index2.
➤

Income focussed

➤

Diversified portfolio of quality Asian commercial property

➤

Actively managed fund

➤

Local investment team

➤

Highly disciplined, proven investment process

➤

Daily applications and redemptions

Total return

22.80

%

pa

1

since inception

To find out more
apngroup.com.au
1800 996 456
apnpg@apngroup.com.au

1 As at 30 June 2013 (net of a management expense ratio of 1.20%). Past performance is not necessarily an indicator of future performance. Assumes distributions are reinvested. Investors’ tax
rates are not taken into account when calculating returns. Fund inception 19 July 2011.
2 Bloomberg Asia REIT Index.
The information provided does not constitute financial product advice and does not purport to contain all relevant information necessary for making an investment decision. Before making
an investment in the Fund, you should consider important information about risks, costs and fees in the Product Disclosure Statement available from www.apngroup.com.au. Other important
information about investments, including ratings, is contained on page 27.

Dhoby Ghaut
PARK MALL

Stock
SPOTLIGHT

Bras Basah

in the

Suntec Real Estate Investment Trust
Suntec Real Estate Investment Trust (“Suntec REIT”) makes up around 3% of the
APN Asian REIT Fund portfolio (as at 30 June 2013). Suntec REIT owns a select
portfolio of prime office and retail properties in the heart of Singapore. Listed on the
Singapore Exchange Securities Trading Limited (the “SGX-ST”) in 2004, Suntec REIT
has current assets under management of S$7.8b1. Suntec REIT has a part interest
in the following underlying assets: One Raffles Quay, Marina Bay Financial Centre,
Suntec City and Park Mall.

Clarke Quay

SINGAPORE
RIVER

Using detailed valuation models and risk parameters, our Singapore based investment
specialists value and weight hundreds of individual stocks to identify those that meet
our strict requirements.

ONE RAFFLES
QUAY

Raf

1 Suntec REIT as at 30 June 2013. Includes the valuation of Suntec REIT’s 60.8% interest in Suntec Singapore, the
valuation of Suntec REIT’s one-third interest in One Raffles Quay and the valuation of Suntec REIT’s one-third interest in
the MBFC Properties.
2 Yield is based on 30 June 2013 share price of S$1.575 per share.
3 Trailing 3 year annualised total return as at 30 June 2013.
Past performance is not necessarily an indication of future performance.
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Tanjong Pagar

Bugis
SUNTEC CITY

KALLANG
BASIN

Nicoll Highway

ort

ang Airp

From Ch
City Hall

Esplanade
Promenade

Why we like Suntec REIT...
Exposure to prime quality assets located within Singapore’s
growth precincts, including Marina Bay and the Civic and
Cultural District
Excellent management team with proven capabilities

MARINA
BAY
MARINA BAY

Well diversified portfolio made up of some of Singapore’s
leading office and retail properties
Strong tenant commitment for office and retail assets which
currently stand at 99.70% and 98.10% respectively at
30 June 2013
Further development potential in the existing portfolio which
will increase leasable area and upside potential post completion
of the Suntec City renovation

FINANCIAL CENTRE

fles Place

Currently trading at a discount to book value (less than the value
of the underlying properties) - the stock represents good value

Bayfront

Attractive dividend yield and healthy growth in dividends
are expected
Trading at a yield of 5.70%pa2
Healthy balance sheet and low funding costs
3 year annualised total return of 13.50%pa3

Marina Bay

SUNTEC REIT assets

Growth corridors
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Our longest
running fund
has reached
a milestone
28 August 2013 marks
the 15th anniversary of the
APN Property for Income
Fund (PFIF) launch.
The Fund, which is the longest running
fund in the APN stable, predominantly
invests in a diversified portfolio of
Australian Real Estate Investment Trusts
(AREITs) and unlisted property. The Fund
aims to achieve high income returns with
lower risk than the market and offers
quarterly redemptions.
Since inception the Fund has delivered a
total return of 7.82%pa*, outperforming
the S&P/ASX 200 Property Trusts
Accumulation Index (AREIT Index) by
2.0%pa over the period.
The Fund remains open to applications.

*Fund inception 28 August 1998. Wholesale investor returns after fees and expenses. Retail returns are slightly lower. Assumes distributions are reinvested. Investors’ tax rates are not taken
into account when calculating returns. Past performance is not necessarily an indication of future performance. Before making an investment in the Fund, you should consider important
information about risks, costs and fees in the Product Disclosure Statement available from www.apngroup.com.au. Other important information about investments, including ratings, is
contained on page 27.

FUND
PERFORMANCE

UPDATE
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Real Estate Securities Funds
as at 30 June 2013

APN AREIT Fund
1 month
APN AREIT Income

3 months

6 months

1 year

2 years pa

3 years pa

Since inception pa
9.97%

0.61%

1.93%

4.11%

9.59%

9.85%

9.72%

APN AREIT Growth

(2.25%)

(0.10%)

3.30%

12.74%

7.03%

4.81%

7.13%

APN AREIT Total return2

(1.64%)

1.83%

7.41%

22.33%

16.89%

14.53%

17.10%

S&P/ASX 300 AREIT Index

(0.97%)

3.19%

8.66%

23.98%

17.30%

13.36%

12.20%

10 years pa

Since inception pa

1

Fund inception 19 January 2009

APN Property for Income Fund
1 month
APN PFIF Income

6 months

1 year

3 years pa

5 years pa

7 years pa

0.56%

3.59%

8.13%

8.12%

7.87%

8.09%

8.32%

8.52%

APN PFIF Growth

(1.94%)

2.22%

9.45%

2.94%

(7.20%)

(8.83%)

(3.70%)

(0.70%)

APN PFIF Total return2

(1.39%)

5.81%

17.59%

11.06%

0.67%

(0.74%)

4.62%

7.82%

S&P/ASX 200 AREIT Index

(0.84%)

8.72%

24.22%

13.44%

0.29%

(2.91%)

2.89%

5.82%

2 years pa

3 years pa

5 years pa

Since inception pa

1

Fund inception 28 August 1998

APN Property for Income Fund No. 2
1 month
APN PFIF2 Income

1

APN PFIF2 Growth

3 months

6 months

1 year

0.57%

1.76%

3.70%

8.80%

8.86%

8.68%

8.52%

7.80%

(1.93%)

(0.63%)

2.31%

13.28%

6.46%

3.85%

(8.64%)

(9.25%)

APN PFIF2 Total return2

(1.36%)

1.13%

6.01%

22.08%

15.32%

12.52%

(0.12%)

(1.45%)

S&P/ASX 200 AREIT Index

(0.84%)

3.34%

8.72%

24.22%

17.44%

13.44%

0.29%

(0.17%)

Fund inception 6 June 2005

APN Asian REIT Fund*
1 month

3 months

6 months

1 year

Since inception pa

APN Asian REIT Fund Total return

1.26%

2.83%

17.16%

36.72%

22.80%

Bloomberg Asia REIT Index

4.10%

(0.32%)

17.51%

34.07%

19.05%

2

Fund inception 19 July 2011
* This is a new fund which has not paid a full years’ distribution to date.
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Direct Real Estate Funds
as at 30 June 2013

APN Property Plus Portfolio
1 month
APN PPP Income

3 months

6 months

1 year

3 years pa

5 years pa

Since inception pa
8.89%

2.50%

2.50%

5.00%

10.00%

9.49%

9.08%

APN PPP Growth

2.05%

1.25%

2.69%

4.30%

(3.71%)

(1.26%)

3.11%

APN PPP Total return3

4.55%

3.75%

7.69%

14.30%

5.79%

7.81%

12.00%

3 years pa

5 years pa

Since inception pa

1

Fund inception 30 September 2002

APN National Storage Property Trust
1 month
APN NSPT Income

3 months

6 months

1 year

3.17%

3.17%

3.61%

7.22%

4.95%

3.11%

6.10%

APN NSPT Growth

0.16%

0.10%

0.97%

0.86%

(1.67%)

(6.12%)

(0.48%)

APN NSPT Total return3

3.34%

3.28%

4.58%

8.09%

3.28%

(3.01%)

5.62%

5 years pa

Since inception pa

1

Fund inception 14 November 2003

APN Regional Property Fund
1 month
APN REGI Income

3 months

6 months

1 year

3 years pa

0.91%

0.91%

1.82%

3.63%

3.29%

3.12%

5.50%

APN REGI Growth

(1.10%)

(0.31%)

1.49%

1.48%

0.48%

(7.34%)

(3.55%)

APN REGI Total return3

(0.19%)

0.59%

3.31%

5.11%

3.77%

(4.21%)

1.95%

1

Fund inception 28 October 2004 (allotment date)

Notes:
1 Distributions may include a capital gains component.
2 Wholesale investor returns after all fees and expenses. Retail returns are slightly lower. Assumes distributions are
reinvested. Investors' tax rates are not taken into account when calculating returns.
3 Performance is based on original fully paid units at $1.00. Figures may not sum exactly due to rounding.
Past performance is not necessarily an indication of future performance. Before making an investment in the funds, you
should consider important information about risks, costs and fees in the Product Disclosure Statement available from
www.apngroup.com.au. Other important information about investments, including ratings, is contained on page 27.

For the latest fund
commentaries,
please visit the relevant
fund page at
apngroup.com.au
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ASX CODE: GHC

A liquid equity
investment backed
by real property
in a defensive
sector
Delivered a
Total Return of

The unique demand profile underpinning the
health industry provides an attractive investment
opportunity:

37.20

%*

 Rapidly growing and aging population

for the 12 months to
30 June 2013

 Longer life expectancy
 Technology driving more health solutions
 Consumers demanding greater
health services

“ A growing demand for healthcare services is driving demand

for healthcare infrastructure. The Generation Healthcare REIT
portfolio currently consists of 10 properties and demonstrates
the defensive nature of the health sector with long lease
terms, high occupancy and a stable income.

“

MILES WENTWORTH, Chief Executive Officer, Generation Healthcare REIT

If you would like to make an investment,
please contact your financial planner or broker.
For further information:
T
E
W

+61 (0) 3 8656 1059
investor@generationreit.com.au
generationreit.com.au

Annual Unitholder Meeting
Monday 28 October 2013
10am at the Westin Hotel
205 Collins Street,
Melbourne, Victoria 3000

*Total return for 12 months to 30 June 2013. Capital appreciation of GHC units during the year, assuming reinvestment of distributions paid.
Investors should be aware that all investments carry risk and that the value of the underlying investments and future returns of the Fund may vary and differ from
past returns. Neither APN FM nor any of its related entities or directors guarantee the success of the Fund, the replacement of capital invested in the Fund or any
particular rate of return on investments in the Fund.

News,
views and
investment
details
APN

review

The simplest way to keep
track of your investments

Monthly product updates
and market news

APN
PROPERTY
NEWS

APN
WEBINARS

ONLINE

Features a wide range of
investment news and views
on the market

eNewsletter

Our selection of webinars keep
you informed of commercial
property investment news and
provide updates on APN’s
managed funds

Register to
receive APN
communications
by email
Email is fast, convenient
and eco-friendly. To switch
to email communications,
simply contact us at...
apnpg@apngroup.com.au
1800 996 456

apngroup.com.au

Daily unit
prices
View current and historical
unit prices for our range of
investment products

For the latest news, views
and investment insights on the
Asia Pacific property market,
follow APN...
@apngroup.com.au
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APN Property Group
ANNUAL RESULTS 2013
APN Property Group annual
financial results for the
full year ending 30 June 2013
can be viewed online at
apngroup.com.au
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A specialist
Asia Pacific
real estate
investment
manager

APN Property Group is one of
Australia’s leading real estate
investment managers.
Since 1996 we have delivered
real estate investment solutions
for more than 100,000 investors.
An intimate understanding
of commercial real estate
together with a highly disciplined
investment approach has been the
backbone of our performance.
Today, that same investment
philosophy is applied in managing
funds on behalf of individual,
corporate and institutional
investors.
We are focussed on delivering
superior investment performance
and outstanding service.

The SQM ratings (assigned April 2013 for the “APN 541 St KIlda Road Fund”, July 2013 for the “APN Asian REIT Fund” and September 2013 for the “APN AREIT Fund”) presented in this
document and published by SQM Research Pty Ltd ABN 93 122 592 036. SQM Research is an investment research firm that undertakes research on investment products exclusively for its
wholesale clients, utilising a proprietary review and star rating system. The SQM Research star rating system is of a general nature and does not take into account the particular circumstances
or needs of any specific person. Only licensed financial advisers may use the SQM Research star rating system in determining whether an investment is appropriate to a person’s particular
circumstances or needs. You should read the product disclosure statement and consult a licensed financial adviser before making an investment decision in relation to this investment
product.
The Zenith Investment Partners (“Zenith”) ABN 60 322 047 314 rating (assigned July 2013 for the “APN Asian REIT Fund” and “APN AREIT Fund”) referred to in this document is limited to
“General Advice” (as defined by section 766B of Corporations Act 2001) and based solely on the assessment of the investment merits of the financial product on this basis. It is not a specific
recommendation to purchase, sell or hold the relevant product(s), and Zenith advises that individual investors should seek their own independent financial advice before investing in this product.
The rating is subject to change without notice and Zenith has no obligation to update this document following publication. Zenith usually receives a fee for rating the fund manager and product
against accepted criteria considered comprehensive and objective.
The Lonsec rating (assigned May 2013 for the “APN Asian REIT Fund” and “APN AREIT Fund”) presented in this document is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL
421445. The rating is a “class service” (as defined in the Financial Advisers Act 2008 (NZ)) or is limited to “General Advice” and based solely on consideration of the investment merits of the
financial product(s). In New Zealand it must only be provided to “wholesale clients” (as defined in the Financial Advisers Act 2008 (NZ)). It is not a recommendation to purchase, sell or hold
the relevant product(s), and you should seek independent financial advice before investing in this product(s). The rating is subject to change without notice and Lonsec assumes no obligation
to update the relevant document(s) following publication. Lonsec receives a fee from the Fund Manager for researching the product(s) using comprehensive and objective criteria. For further
information regarding Lonsec’s ratings methodology, please refer to our website at: https://www.lonsec.com.au/aspx Public/Documents/RatingsDefinitions.pdf
© 2013 Morningstar, Inc. All rights reserved. Neither Morningstar, nor its affiliates nor their content providers guarantee the data or content contained herein to be accurate, complete or timely
nor will they have any liability for its use or distribution. To the extent that any of this information constitutes advice, it is general advice and has been prepared by Morningstar Australasia Pty
Ltd ABN: 95 090 665 544, AFSL: 240892 and/or Morningstar Research Limited (subsidiaries of Morningstar, Inc.) without reference to your objectives, financial situation or needs. You should
consider the advice in light of these matters and, if applicable, the relevant Product Disclosure Statement (in respect of Australian products) or Investment Statement (in respect of New Zealand
products) before making any decision to invest. Neither Morningstar, nor Morningstar’s subsidiaries, nor Morningstar’s employees can provide you with personalised financial advice. To obtain
advice tailored to your particular circumstances, please contact a professional financial adviser. Please refer to our Financial Services Guide (FSG) for more information www.morningstar.com.
au/fsg.asp
This publication has been prepared by APN Funds Management Limited (APNFM) (ACN 080 674 479 ABN 60 080 674 479, AFSL No 237500) for general information purposes only and whilst
every care has been taken in relation to its accuracy, no warranty is given or implied in relation to the statements and information contained herein. APN FM is a wholly owned subsidiary of APN
Property Group Limited ACN 109 845 068. APN FM is the responsible entity and issuer of the APN Property Group products. The contents of this publication are current at the time of printing,
23 September 2013 and may be amended or revoked by APN Property Group Limited at any time. The publication includes forecasts, projections and other predictive statements that represent
assumptions and expectations in light of currently available information. These forecasts, etc., are based on industry trends and they involve risks, variables and uncertainties. Consequently, no
guarantee is presented or implied as to the accuracy of specific forecasts, projections or predictive statements contained herein. APN Property Group Limited disclaims all liability arising from
any person acting on information or statements herein. The information provided does not constitute financial advice and should not be relied on in making any decisions regarding investments.
Recipients of this information should consider obtaining their own independent advice before making an investment. Allotments or issues of securities will be made only on receipt of an
application form attached to a copy of the relevant Product Disclosure Statement (PDS) which is available from APN Funds Management Limited, at Level 30, 101 Collins Street, Melbourne
3000 or by visiting www.apngroup.com.au.
Please note that:
 Past performance is not necessarily an indication of future performance. Returns and values may rise and fall from one period to another.
 Returns shown are net of fees and costs and are annualised for periods greater than one year.
 The performance figures reflect compounding as distributions are assumed to be reinvested as additional units.
 Investors’ tax rates are not taken into account when calculating returns.
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Significant
investor visa
On 24 November 2012, the Federal
Government introduced a new visa
referred to as the “Significant Investor
Visa” (subclass 188) which enables
migrant investors who invest $5 million
in complying Australian investments
for four years, the ability to secure
permanent residence.
Under the new visa rules, the APN AREIT
Fund and APN 541 St Kilda Road Fund
qualify as a “complying investment”.
Please visit apngroup.com.au or contact
APN Investor Services on 1800 996 456
for further details.

Register to
receive APN
communications
by email

Contact us
APN Property Group Limited
Level 30, 101 Collins Street,
Melbourne, Victoria 3000

Email is fast, convenient
and eco-friendly.
To switch to email
communications,
simply contact us at ...
apnpg@apngroup.com.au
1800 996 456

Investor Services Hotline 1800 996 456
Adviser Services Hotline 1300 027 636
Email apnpg@apngroup.com.au
Website apngroup.com.au

apngroup.com.au

