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A specialist
   
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
         
investment approach has been the
backbone of our performance.
       
        
funds on behalf of individual,
corporate and institutional
investors.
We are focussed on delivering
superior investment performance
and outstanding service.

APN Property Group
ANNUAL RESULTS 2014
    
    
   !" #!$%
can be viewed online at
apngroup.com.au

02

APN PROPERTY GROUP

Contents
Features
04 7 advantages of an active
approach to investing
10 AREIT sector health check
14 APN AREIT Fund’s
timeline of world events
18

First 5 y
ears

7 advantages
of an active
approach to
investing

04

         
delivers compelling opportunities
for investors

Product updates
03 An excellent result for
APN 541 St Kilda Road investors
21    &

'  &
22 Fund performance update
25 APN Coburg North Retail Fund

(   
26 Industria REIT

) *      
workspace assets
27 Generation Healthcare REIT
A defensive investment with an
attractive risk adjusted return

AREIT sector
health check

10

Resources
29 News, views and investment
details

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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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
Welcome to this edition of Rooftop.
This time last year our business was in a
period of transition to a management team
that is more focused and, in my view, more
adaptive to changing market dynamics
with a deep knowledge of how to unlock
future value adding opportunities. The
team we now have in place best positions
us to deliver on the objectives of all our
stakeholders.
We have completed a number of
transactions during the past twelve months.
A successful capital raising to facilitate our
co-investment in Industria REIT and the
sale of 541 St Kilda Rd which delivered very
attractive returns for our investors were
two key highlights. We are currently well
advanced on the acquisition of another
investment property and interest from
syndicate investors has been strong. In
partnership with Newmark, we acquired a
retail property in NSW ripe for repositioning
and redevelopment. 150 Collins Street,
a joint venture (70% owned by APN
Development Fund No. 2), is now completed
and will be Westpac’s new Victorian head
      
syndicates, in addition to our listed funds,
illustrate the progress we have made in
re-establishing our business in the direct
property space.
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On the listed side, Industria REIT has
enormous potential to drive our growth
over the coming years. It is unique in the
    
placed to identify and execute on growth
opportunities. Generation Healthcare
REIT has continued to actively grow
over the past twelve months in terms of
performance and delivery capability as well
as funds under management. Both funds
are well positioned for the future.
  !"# $   
Securities division continues to perform
well and is strongly supported, growing
to over $700 million in just over 5
 '*     
strategy to offer Asian REIT products
will become an important component of
investors’ portfolios and deliver future
outperformance. Whilst the market remains
nervous concerning offshore investment,
we are seeing early levels of interest in the
Asian market. Asia’s rapid urbanisation,
unique demographics and GDP growth
presents a compelling investment
destination. Our Property for Income
funds have now returned to business as
usual, reinstating full liquidity to investors
which blends listed and unlisted property
holdings, offering an excellent investment
opportunity.
Last year I wrote that uncertainty would
pervade until the market saw evidence that
Central Bankers’ actions had impacted the
real economy. Almost immediately, tapering
was instigated and risk assets were in
vogue. The stampede into these assets
is now stalling. The concern at present
is whether the United States recovery is
strong enough to sustain valuations. China
has purged the excesses of the previous
administrations and is setting the economy

on the right course, but whether the Euro
+       
   / *   *3
without follow through remains uncertain.
Our view is that as China and India,
amongst others, continue to chase
prosperity, competition for assets will be
high while costs are controlled. A return
to the high growth ‘pre-GFC’ economy
is unlikely in this scenario. Investors and
opportunists looking for quick rewards
will need to stay close to the exits as the
transition to long-term sustainable but slow
growth is enacted.
Investing in property for income remains an
important and stable method of surviving
market volatility. Our focus remains
resolutely to deliver on our objective of
income outperformance and excellent
service.
Thank you for your continued support and I
wish you a prosperous year.

Chris Aylward
Executive Chairman
APN Property Group

APN 541 St Kilda Road Fund

An excellent
result for
APN 541
St Kilda Road
investors
In May 2013, APN Property Group secured
541 St Kilda Road, a modern substantially
       
located in the heart of one of Australia’s
     
The property was acquired by the APN
541 St Kilda Road Fund (Fund) at an
attractive price of $28 million during a
    
In March 2014, APN received a purchase
offer in excess of $35.75 million and
following negotiations with the purchaser
the property was successfully sold for
$35.9 million in August 2014.
This is an excellent outcome for the
investors in the Fund who received a
9.00% pa monthly cash distribution and an
overall equity return of approximately 30%
over the life of the Fund to 31 August 2014.
Since acquiring the property, APN has
delivered a number of key improvements
in its planned active management program
for the property, contributing to the
price achieved. These initiatives include
the lease of Level 2 to SEEK Limited
(addition of $380,000 of annual income),

the introduction of a new café operator,
    * * 
and the implementation of targeted
capital expenditure to increase building
   :  
occupancy costs. The yield delivered by the
sale terms (on a fully let basis) of 7.1%
compares favourably to its acquisition yield
of 9.2%.
We believe the sale terms represented an
excellent outcome for the Fund’s investors
and we are very pleased with the success
of the Fund, as well as the improvements to
the property we were able to make over the
relatively short period of our ownership.

Register your interest
for future direct property
opportunities
Simply contact
APN Investor Services:
1800 996 456
apnpg@apngroup.com.au
apngroup.com.au

If you have any questions in relation to the
sale of the property, the Fund or further
investment opportunities with APN, please
    : 
Investor Services on 1800 996 456 from
Monday to Friday between 8:30am and
5:30pm Melbourne time.

ROOFTOP 2014
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The pros and cons of “active” versus “passive” investment
management have often attracted heated debate from opposing
schools of thought. APN’s investment style is highly active and we’re
passionate believers in this approach to investing which has delivered
strong long-term outperformance for our investors over the past 18 years.
In this article, Michael Doble, CEO Real Estate Securities and
the APN AREIT Fund Manager, explains the two different
investment styles.

‘Active’
versus
‘passive’

What is an index?
In general terms an index is a
portfolio of listed stocks that
represent a particular market (or
portion of it). When we discuss
the APN AREIT Fund, we refer to
the S&P/ASX 300 Accumulation
Index which contains 27 listed
Australian Real Estate Investment
Trusts (AREITs). Active fund
managers generally benchmark
their performance against the
relevant index.

Active managers construct portfolios
independent of the index, with the aim of
 *    /  * 
Active managers believe that markets can
/       
     : 
Active managers carefully value each
stock to determine whether they can be
purchased at the right price, based on their
potential risks and returns.
Passive (or ‘index’) style investment
managers on the other hand, select stocks
purely on the basis of the stock’s index
weighting in order to replicate as close
as possible the returns of that index. By
  =  3*   
 *   
time. A passive investment manager does
not seek to outperform the index and
makes investments without regard to the
underlying metrics that may affect the
future value of individual stocks.

ROOFTOP 2014
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4
THE
YIELD


3
- ('
UNDERVALUED
& OVERVALUED
STOCKS

 1  +    ? 
An active manager can select individual stocks according to
expert valuations rather than purely on the basis of size. Just
because a stock has a high weighting in the index does not
mean it offers the best value; conversely those stocks that hold
low weightings in the index do not necessarily offer inferior
value.

 2      ? 
universe
 :*    /     
   ?     3= /   3  
  : / :  / :     
index fund.
$3*=' Q X'$Z[     \]^
the S&P/ASX 300 Property Accumulation Index (AREIT Index). The
:   !"# # 3| 3*}~^
of the total index which naturally leads to the performance of the
 3/  :   / *   
Of all indices that make up the ASX, the AREIT Index is one of the
most concentrated. Active management in the AREIT sector helps
to mitigate concentration risk.

3 Spotting undervalued
and overvalued stocks
If a stock is overvalued, trading at a price above its underlying
value, it will naturally carry more weight in the index. However,
this is precisely the time when active managers would (or should)
be proactively reducing their exposure to an overvalued stock
(ie sell high and buy low). Conversely, active managers can take
advantage of purchasing stocks that are undervalued which
present an excellent buying opportunity but which ultimately carry
a lower weight in the index.

5 Active managers are a
   @?G
Active management can preclude investment in certain stocks.
This is precisely the case with APN’s suite of property securities
funds. For example, we believe that AREITs which participate
in property development and the hotel sector are two of the
riskiest forms of property investment. Therefore we don’t invest
in stocks with excess development earnings or that own hotels
(accommodation). We also limit our investment in those stocks
which derive excessive income from assets located offshore. An
index fund does not have the luxury of excluding any stocks (and
therefore excess risk).

6 Participating in
voting rights
When it comes to voting on corporate governance issues (for
example, director’s remuneration or mergers and acquisitions)
active managers generally maintain strong views. So when it
comes to voting, active managers are able to make a stance and
vote accordingly. Index managers however, are unlikely to be
focussed on these issues and often even outsource these decisions
or abstain from voting altogether.

 7  <       
Passive managers deliver to investors what the market is
producing. An active manager however, strategically designs a
 *  : * 3*=
we believe that property is all about income. There is strong
investor demand for sustainable, annuity style investments and
we therefore have a very clear investment strategy that aims to
deliver relatively high income with less risk than the market to
meet the needs of investors.

 4    
Active style management can also generate additional distribution
earnings. For example, with modest turnover in our APN AREIT
$ X!"# $ [    
our investors. The index yield should not (and in our case does
not) equate to that of an actively managed portfolio. The AREIT
Index is currently yielding 5.6% to 30 September 2014 whilst the
AREIT Fund is yielding 7.4%* pa.
*Current running yield is calculated by dividing the annualised distribution rate
by the 30 September 2014 unit price. Distributions may include a capital gains
component.
ROOFTOP 2014
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The cost case
Both investment strategies bear costs, however, passive funds are, perhaps surprisingly,
      :*   X:   |   
outperformance). At its most basic level, passive investing involves buying stocks in the
weighting that replicates a market index and is therefore a straightforward, mechanical
process. Active managers on the other hand undertake a far more detailed (and costly)
process. The valuation process is generally managed by a team of specialists, (for example
?    : * * * : : * **/ [   
        =  *  * :  
A typical passive fund has a management expense ratio (MER) of circa 0.45%. By
comparison, the AREIT Fund has an MER of 0.85%.

J  
delivers the better
performance?
Whether you are a supporter of the active, passive or blended style, the true test of success
ultimately comes down to investment performance.
'   /  :* * : =   *  
index depends on the skill of that particular manager in selecting the right stocks.
Being an active investment manager allows us to be nimble, to take advantage of market
*   =  ::  =   /    
compared to the market.
The performance of the AREIT Fund demonstrates the power of active management. The
!"# $       * # 3/~^ *    
(19 January 2009) to 30 September 2014 and importantly, with lower risk than the market
(APN AREIT standard deviation 12.61% pa versus the Index 15.41% pa) over the same
period.
/    : /         
fund weightings compared to the Index.
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APN AREIT Fund versus the Index –
$!     
Sector

% of APN
AREIT Fund

% of Index*

Retail

24.53%

19.74%

Z: 

9.81%

10.49%

Charter Hall Retail REIT

Retail

7.72%

1.35%

CFS Retail Property Trust

Retail

7.22%

5.37%

' Q 

Retail

5.28%

16.10%

Z: 

4.48%

6.82%



4.30%

2.33%

Z: 

3.66%

1.40%

Retail

3.43%

4.16%

Industrial

3.01%

7.37%

Stock

Scentre Group
Stockland

Dexus Property Group
# : $ 
Cromwell Group
Federation Centres
Goodman Group
Source: APN as at 30 September 2014
*S&P/ ASX 300 Property Trusts Accumulation Index.

The AREIT Fund is also underpinned
by a strict investment mandate which
enables us to limit or increase exposure
to certain funds. As shown in the table
 !"# $       
    ' Q 
(WFD), the second largest AREIT by market
capitalisation. This is because the AREIT
Fund’s mandated investment parameters
enable us to actively limit exposure to
stocks (such as WFD) with high levels of
active earnings and/or income derived
from offshore operations, which we have
determined may add risk. Conversely, our
mandate also enables us to be overweight
in other stocks that have very small index
weightings or are not included in the index
at all if we determine that they represent
excellent value.

Active management ultimately boils down
to the skill and experience of the manager.
Defensive, low risk mandates executed by
experienced staff can be shown to deliver
superior risk adjusted returns for the “risk
averse” investor. Since inception the AREIT
Fund has delivered higher total returns with
less risk than the market (and index funds).
Both passive and active investment styles
have pros and cons. Choosing which
style ultimately boils down to your return
objectives, personal philosophy on whether
 * / : =  
appetite and fund manager selection.

ROOFTOP 2014
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AREIT sector
health check
Pete Morrissey, Fund Manager Real Estate Securities
examines the trends from the FY14 reporting season
and provides a snapshot of the key Australian property
sectors in the AREIT market.

Twice a year the spotlight is turned on public companies
including listed Australian Real Estate Investment Trusts (AREITs)
as chief executives deliver their half or full year operating results.
AREITs completed the full year reporting season in August
which is arguably the most anticipated because entities deliver
their results for the full 12 months and comment on their outlook
for the ensuing year.
Pleasingly, domestic equity markets are showing signs of a
sustained recovery supported by solid economic fundamentals
        
     
upbeat reporting season.
The AREIT sector, as measured by the S&P/ASX 300 Property
Trust Accumulation Index, delivered a solid 11%1 total return for
the 12 months to 30 June 2014.
Overall, the results were broadly in line with guidance, indicating
a positive outlook for AREITs and we remain optimistic that the
         

1 S&P/ASX 300 Property Trusts Accumulation Index as at 30 June 2014.
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4@   
the 2014 AREIT
reporting season
1

Strong earnings growth

Pleasingly, most companies reported generally in line with their
guidance from the previous reporting period, with few earnings
surprises.
\  :      }^=
up from 0.8% in 2013 (or 3.3% excluding the Stockland result
            [ =
distributions grew by 4.4% over the year to 30 June 2014.

Given that debt is readily available at an attractive price, APN
is not concerned with the slight uptick in gearing levels as they
generally remain at the lower end of target gearing bands set by
each Trust and are well within covenants. AREITs are now well
resourced and are experienced in debt management, focussing on
diversifying debt sources and increasing duration.

3 Valuations increasing

This was a strong result for the sector and sets the bar pretty high
for FY15.

Another important market metric is Net Tangible Asset (NTA)
value which describes the value of an entity’s assets less all of its
liabilities and intangible assets.

    ? Z
low costs, greater
           

Rising property valuations drove NTAs up an average of 3.3%2
  \      *: /
 : :             
\~  }^= :=     
sustainable levels and are consistent with our expectations.

2

Over the year, average AREIT gearing ticked up from 29% to 32%
X ^^3' Q X'$Z[  Q 
(SCG) whose restructure was one of the key events for the sector
in FY14).
Importantly, debt costs remain low (5.3% on average), in line
with long term averages, with a number of entities reducing
  /   Q$/: /   
managed, AREITs have the potential to enhance return on equity
for investors whilst minimising the potential for breaching loan
covenants.
Long debt duration is generally desirable and over the past year,
managers continued to focus on the duration of debt, with the
average maturity increasing to 4.8 years (from 4.6 years in FY13).

4 Low interest rates
        
The Reserve Bank of Australia has held interest rates steady for
more than one year, with the last change being a 25 basis point
cut in August 2013 (rates have fallen a total of 225 basis points
since November 2011). This interest rate setting continues to
underpin a broadly positive investment environment for property
assets in Australia. In addition, the ongoing reduction in lending
costs has helped bolster earnings of most AREITs.
2 JPMorgan as at 30 June 2014.
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Australian
  
snapshot


Relatively low unemployment and
  =/ /    *=
GDP growth and a low interest rate
environment continue to support an
attractive commercial real estate outlook
for 2014/15.

Retail sector improving retail
environment
\\&] 

Domestic property fundamentals remain
steady, occupancy continues to hold up
in key markets (Sydney and Melbourne),
rental growth is still being achieved and
valuations are strengthening.

The Retail sector, which is the largest sector
in the AREIT market, continued to evolve
with a number of new trends occurring
throughout the year.

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 deliver returns in the order
\\^ \}  
Over the last 12 months (to 30 June
2014), the Industrial sector was the best
performing asset class from an income
perspective, providing the highest level of
comparable Net Operating Income (NOI)
growth (2.1% up from 0.8% in FY13).
The Retail sector followed with 2.0% and
  */ *
by 0.8%.

The 2013 election followed by the 2014
$/ =    *
on consumer sentiment over the past year.
While the tough economic environment
and rising unemployment continue to
provide headwinds for the Retail sector’s
recovery, there is a sense that retailers
are generally past the worst and that a
sustained recovery is on the horizon.
Over the year, New South Wales and
Victorian Retail outperformed the resource
driven states (Queensland and Western
Australia), which is not surprising given
the strained consumer sentiment these
states are currently experiencing. Speciality
stores showed some encouraging signs
      =   
which has struggled in recent years, while
turnover from discount department stores
deteriorated over the year.
Occupancy rates were stable at 99.3% over
the period, highlighting management’s
ability to generate close to maximum levels
of rent from the underlying real estate.
While negative re-leasing spreads remain
(that is, lower rents apply for new leases
compared to the prior tenancy) the built
    X 3~}^
CPI+) underpins the Retail landlord’s ability
to generate positive net operating income
(NOI) growth over what has been a tough
but overall improving Retail environment.

3 Data is based on weighted averages.
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  –
Perth and Brisbane
under pressure
     
the most pressure due to stubbornly
     : X3*
out and rent free periods) and reducing
rents. Occupancy rates have reduced by
around 2% over the past year due to new
developments coming online and negative
net absorption (reducing tenant numbers),
which has also inhibited the sector’s
recovery. The resource focussed CBDs
        =
most notably in Perth which is experiencing
rising vacancy rates (13% and growing),
falling net absorption and falling rents,
       
supply in 2015. While this is a concern,
AREITs in general have less than 5%
exposure to Perth which means the impact
on AREITs should be relatively benign.
Brisbane is also suffering from the effects
of the resource downturn and while it is a
more meaningful 20% of the AREIT sector,
it is better placed than Perth from a new
supply and rental level perspective.
The majority of AREIT assets are held
in Sydney and Melbourne which are far
better placed compared to the other
Australian capital cities. Both Sydney and
Melbourne have lower levels of sub-lease
space, stronger tenant enquiries and less
new supply from developments. A number
of assets have also been selected for
conversion into residential accommodation
to assist in reducing current stock levels.
  = *   
reduced and competition for remaining
space increases.

'   * 
metrics continue to struggle, the capital
markets side remains strong with large
numbers of transactions occurring with
both domestic and offshore buyers in
2014, following on from the record
number of transactions that occurred in
2013. This has resulted in strong portfolio
value increases over the past year. A good
example of this is 52 Martin Place in Sydney
which was sold in November 2011 for $335
million and was recently purchased for
$555 million.
Over recent years, several AREITs have
strategically brought forward lease
negotiations with tenants to mitigate
risk in a competitive environment. This
active management strategy has resulted
in an average of 9% of leases expiring in
2015. Leasing teams will continue to work
hard for deals into 2015, but things will
improve with some markets experiencing
recovery ahead of others.

Industrial sector –
strong demand,

The Industrial sector provided steady
comparable NOI growth of 1.8%
:     
rate compression (increasing property
valuations) post GFC peaks has driven asset
appreciation and increased development
feasibility in the sector. The sector remains
on a structurally sound footing with supply
levels (ie. new construction) remaining
below long term averages, however, there is
a need to monitor speculative development
levels (no tenant pre-committed lease) as
values increase.
While all of the commercial sectors are
being inhibited by economic headwinds,
an improvement in Australian economic
growth will underpin the Industrial sector
which has proven to be far more robust
and sought after than most previously
envisaged.

Residential sector –
improving house
prices and increasing
demand due to
cheap debt
Low interest rates, rising house prices and
*:/ :   
boosted housing sentiment and the
sustained improvements in the housing
market over the past 12 months.
Residential developments have picked
up markedly over the year while margins
also improved for the three main listed
residential developers. This trend is
expected to continue given the very strong
  :   /  
improving house prices.
Competition for urban regeneration sites
    /:  
year with both domestic and offshore
developers looking to take advantage of
the strong Residential markets, relatively
cheap cost of debt and access to capital.
    /  :!"# 
whose assets have been rezoned to
Residential, the most recent example of this
was Dexus’ sale of its Rosebery industrial
asset in Sydney for $190m, $95m above
its prior book value. This is a trend we
expect to see continue in the short term as
AREITs recognise they own assets suitable
for an alternative use which could create
  :  :    
appropriate time.

For a full review of the AREIT
   #!$%  
     ^: 
news’ at apngroup.com.au
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Total
investment
value

AREIT Fund
Inception

19 Jan
2009

Barack Obama
inaugurated as the
44th president of the
United States of
America1

20 Jan
2009

25 Jun
2009

30 Sep
2009

22m+

6

$787b

United States
Stimulus
Package4

17 Feb
2009

3 Feb
2009

Australia
Stimulus
Package2

$42b

Black Saturday
(VIC) bushfires.
Worst natural disaster
in Australia’s history3

7 Feb
2009

2009

APN AREIT Fund’s

11 Jul
2010

AU$1.00

2 Oct
2010

MAGNITUDE

9.0

11 Mar
2011

14 Jan
2011

Earthquake
strikes Japan
triggers tsunami
leading to the
second largest
nuclear accident
in history15

2011

Steve Jobs
Apple CEO
passes away21

5 Aug
2011

US credit rating cut
from AAA for the
first time in history20

25 May
2011

12 Mar
2012

AU$1.10
US$1.00

5 Oct
2011

Final episode of the
Oprah Winfrey Show18

Initial public
offering of
Facebook23

18 May
2012

Carbon
pricing
scheme is
introduced in
Australia24

1 Jul
2012

18 Sep
2013

7 Aug
2013

RBA cuts
cash rate
to 2.5%, the
lowest level
on record31

in funds

34

5 Dec
2013

Nelson Mandela
dies at age 9533

7.1b+

31 Dec
2013

AREIT Market
capitalisation35

$89b

Total investment
value*

$2,054.70

5 year ann
iversary

AREIT Fund’s

19 Jan
2014

Sources: See ‘References’ on page 29

S&P/ASX 300 Property Trusts Accumulation Index total return based on a $1,000 investment since APN AREIT Fund inception (19 January 2009).
Source: Bloomberg 31 December 2013.

*APN AREIT Fund total return based on a $1,000 investment since inception (19 January 2009) to 19 January 2014. Retail returns (net of all fees
and expenses). Assumes distributions were reinvested. Investors’ tax rates are not taken into account when calculating returns. Past performance
is not an indicator of future performance.

25 Aug
2012

Tony Abbott
sworn in as the
28th Prime Minister
of Australia32

21 May
2013

Lance Armstrong
stripped of his seven
Tour de France
titles26

Xi Jinping
becomes China’s
President, a once-adecade leadership
change28

Boston
marathon
blasts29

15 Apr
2013

28 Oct
2013

$500m

APN AREIT Fund

2013

AREIT Index
reaches its
highest level
since the
GFC30

14 Mar
2013

AREIT Index

27 Jul
2012

London Olympics25

28 Feb
2013
Pope Benedict XVI
becomes the first Pope
to resign in 600 years27

2012

APN AREIT Fund

Greek Parliament
votes in favour of
an international
bailout deal22

Australian dollar
hits 28 year high19

27 Jul
2011

Osama bin Laden killed in
Pakistan by US Navy Seals17

2 May
2011

Prince William marries
Catherine Middleton16

29 Apr
2011

Queensland ﬂooding
The most widespread
flooding disaster in
Queensland’s history13

Dec
2010

12

US$1.00

4 Nov
2010

Collingwood defeats
St Kilda in the AFL Grand
Final replay11

Arab Spring
The beginning of
“what shook the
Arab world”14

Julia Gillard elected
as Australia’s 27th
Prime Minister and
the first woman to
hold the office9

24 Jun
2010

Spain defeats the
Netherlands in the
FIFA World Cup final10

Michael Jackson
dies at age 505

European
sovereign
debt crisis
S&P downgrades
Greece’s sovereign
credit rating to
junk status7

27 Apr
2010

WAL
L ST

US stock market
‘Flash Crash’ (The
Dow Jones Industrial
Average suffers its
worst intra-day point
loss, dropping nearly
1,000 points before
partially recovering)8

6 May
2010

JAPAN

2010

First 5 ye
ars

 time

WINNER
Money magazine’s
Best of the Best Award 2015
+   -   _
We are pleased to announce that APN is a Gold Medal winner for Money magazine’s annual Best of the Best Awards.
This is the third year that the APN AREIT Fund has won the Best Property Securities Fund category which is awarded
by Money magazine in conjunction with independent research house Morningstar.
Now in its 14th year, Money magazine’s annual Best of the Best Awards issue is the leading independent guide to Australia’s
/       : 

AWARDED
4.25-star rating
SQM Research
In October 2014, the APN AREIT Fund was awarded a 4.25-star rating from leading research house SMQ Research. This
rating represents an upgrade from the 4-star rating awarded to the Fund last year.
According to SQM Research “The Fund has recorded impressive results, outperforming peers and its benchmark for much
of its history...The investment team of the Fund and the strong processes in place should help the Fund record strong
performance compared to its benchmark and peers going forward...”
The APN AREIT Fund is also highly rated by a number of other leading research houses*.

*Morningstar (September 2014), Lonsec (April 2014) and Zenith (April 2014)
       *   /!  ~\}~]!     : *   *      
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
     *           */ /   *    :  *  
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
*      : /*   : *        : *  !  : * $ 
Manager for the research and rating of the managed investment scheme.
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Broaden YOUR
PROPERTY
UNIVERSE
Real estate securities investing
in Australia and Asia
 
   
of high quality commercial property assets in a
remarkable growth region?
J            ? 
`               
         &
  q        *    
      APN AREIT Fund and the
APN Asian REIT Fund.

APN AREIT Fund
:   

7.4

%

pa

1

 !-  ? #!$%

APN Asian REIT Fund
:   

5.6

%

pa

1

 !-  ? #!$%
Since inception, the APN AREIT Fund and the APN Asian REIT
Fund have delivered 15.61%pa2 and 18.26%pa2 total return
!-  ? #!$%     @ 
the benchmark.

   4
³ Income focussed
³      
³ On the ground investment team in Melbourne and Singapore
³       
³ )          

1 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 an indicator of future performance.
2 Retail returns after all fees and expenses. Assumes distributions are reinvested. Investors’ tax rates are not taken into account when calculating returns.
Past performance is not an indicator of future performance. Inception dates: APN AREIT Fund 19 January 2009 and APN Asian REIT Fund 19 July 2011.
3 APN AREIT Fund: S&P/ASX 300 Property Trust Accumulation Index, APN Asian REIT Fund: Bloomberg Asian REIT Index.
4 Investors should be aware that all investments carry risk and that the value of the underlying investments and future returns of the APN AREIT Fund and the APN Asian REIT
Fund (Funds) may vary and differ from past returns. Neither APN Funds Management nor any of its entities or directors guarantee the success of the Funds, the replacement
of capital invested or any particular rate of return on investments. Please refer to the relevant Product Disclosure Statement (PDS) for further details regarding the risks associated
with an investment in the Funds. A copy of the PDS is available at www.apngroup.com.au or by contacting us on 1800 996 456. The Funds and each PDS is issued by APNFM
ROOFTOP 2014
as responsible entity. Before making an investment in either of the Funds, please consider the relevant PDS.
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An   regional
approach delivers compelling
opportunities for investors
Australian commercial property has
traditionally played a valued role
in investment portfolios delivering
  ! "  
 #        
for investors.
But could investors be missing out
on a world of opportunities by simply
focussing on domestic commercial
property?
Many of our regular readers would
be familiar with the term Australian
Real Estate Investment Trusts or
$'*+:;<'*+:;     
and professionally managed portfolio
      
buildings, retail shopping centres,
industrial warehouses, technology
parks, storage facilities, hospitals
and medical centres. Listed on the
ASX, AREITs are also a highly liquid
form of property investment which
provide investors with access to the
income generated from 1000s of
underlying property assets occupied
by tens of thousands of tenants.
REITs exist in many countries around
the world. Outside of the United
States and Britain, the largest
and most liquid REIT stocks are in
Japan, Hong Kong, Singapore and
Australia.
It is our view that the income and
growth prospects of having an
allocation to Asian REITs, as well
as Australian REITs as part of an
' =   ""  
compelling.
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is creating new markets
 ?  *  *          : * 
opportunities over the next decade and beyond. In fact with a population of more than
4.2 billion people1, which makes up over 60% of the world population, more people live
          :  
Most importantly for property markets, the rapid growth in this region has been both the
cause and the effect of strong urbanisation (people migrating from the country to the city)
and a rapidly growing middle class which is driving the creation of new markets.
Currently Asia’s middle class comprises around 25% of the population and is expected to
grow to more than 50% by 2020 translating into 1 billion additional consumers2.
Furthermore, over the next decade it is expected that around 40 million people per
year will move from subsistence lifestyles in rural areas to towns and cities in search of
employment and better opportunities3. To put this into perspective, by the end of the
decade the number of people migrating to Asian cities will be greater than the population
of the United States.
With billions set to enjoy higher living standards through urbanisation and increased
wealth, the desire for additional goods and services and a need for infrastructure will
substantially grow, creating large new consumer markets.
This is where the opportunity lies for Asian REIT markets.

1 United Nations Department of Economic and Social Affairs
2 Australian Government White Paper (October 2012) “Australia in the Asian Century”
3 United Nations Department of Economic and Social Affairs

Relatively high yields, strong earnings growth
and favourable long-term demographic and
economic trends are expected to lead to
  #" ' =  
real estate investments.
REITs are a direct
?   
   z

A vast array of infrastructure is required to
support an urban lifestyle – from housing
and retail shopping centres through to
recreational centres, hospitals, warehouses
 /   #    
kinds is in demand.
    *
than one-third of the world’s economic
output with forecast growth roughly twice
that of the rest of the world over the next
decade. However, it is the multiplier effect
of GDP growth and urbanisation together
that will create the huge volume of demand
for commercial property opportunities in the
coming years.

   /3' `
under researched, under penetrated
Whilst Asian REITs are relatively new being only 10-15 years old, they are primarily listed
in the mature established markets such as Singapore, Hong Kong and Japan. Due to their
relative infancy, the Asian REIT market is under-penetrated which is largely due to the fact
that the sector is under researched. It is only a matter of time before the sector is fully
“discovered”.
The Australian REIT sector however, is a mature market having operated since 1997 and
a cycle of new initial public offerings (IPOs) and merger and acquisition activity is driving
the steady growth and opportunities in the sector.
  **X!"# [       
towards US$300 billion market capitalisation.
Compared to Australia, the growth trajectory in Asia is spectacular. The following chart
demonstrates the exponential growth in the market capitalisation of the Asian sector over
the last 13 years.
  "# $
Asian market capitalisation 2001-2014
$AUD bil

The enormity of investment required to
support the region’s commercial property
needs cannot be met by Government support
alone. The investment shortfall will require
  / * : 
Securitised commercial property (REITs) is an
ideal mechanism to bolster the growth.
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With relatively high yields, strong earnings
growth and favourable long-term
*   =   
approach presents a compelling investment
opportunity.
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Strong underlying GDP rates (Singapore 3.9%, Japan 1.2%, Hong Kong 3.5%, China
^=#   } ^= }\^[      
investment opportunity afforded by the REIT sector in the region over the coming years.
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The income and growth prospects
of having an allocation to listed Asia
=     " 
    "   #"   

A strong platform and strict
    @
Asian REIT portfolios are generally of world class standard, comprising prime grade
property tenanted by global brands and they are well managed with an overlay of strong
corporate governance.
Corporate governance in Asia continues to evolve with the aim of attracting global
investor support.
In general, Asian REITs have stringent guidelines that:
place restrictions on gearing;
limit non-rental earnings/ risky development activity;
have strict regulatory steps that control related party transactions; and
manage practices around capital structures.
Each of these guidelines creates a structure that should limit risk and enhance the
delivery of high levels of income for investors.

Future growth underpinned
?  ?  
demographic trends
 ?      / |  **   
Broadening your property universe will play an important role for investors looking for
:   / * *

As Asia rapidly transforms into a more domestically driven consumption growth story, we
/:  !"# *      /
greater demand for commercial property and a supportive rental growth outlook.
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Property
for income.
Income from
property.
APN has long held the philosophy that high
and sustainable yields from commercial
property revenue streams drive real estate
values.

Since inception, the Funds have continued
to pay regular monthly distributions and are
yielding 6.7%2 (PFIF) and 6.9%2 (PFIF2) per
annum as at 30 September 2014.

With this philosophy in mind, the APN
Property for Income Fund (PFIF) was created
in 1998, followed by the APN Property
for Income Fund No. 2 (PFIF2 or Funds) in
2005.

The performance of the Funds over more
  \] *   /  
blending listed and direct property which
has delivered greater returns than the
Index, with a lower level of overall risk since
Fund inception.

 :   : 
quality listed and unlisted real estate
securities that predominantly derive their
income from commercial real estate rental
streams, the Funds have consistently
delivered sound risk adjusted returns for
investors.
:   ~ \=
PFIF and PFIF2 produced a total return
of 11.86%1 and 11.57%1 respectively,
outperforming the S&P/ASX 200 Property
Trusts Accumulation Index (Index) return
of 11.06% over the period combined with
stronger risk adjusted returns relative to the
Index. Importantly, both Funds delivered
risk levels that were more than 25% lower
than the Index.

With global headwinds continuing to
dissipate, we believe the Australian
economy is being positioned to provide
stronger growth in FY15 supported by
strong property fundamentals and we
remain optimistic that the sector will deliver
\\^     
1 As at 30 June 2014. APN Property for Income Fund
inception 28 August 1998. Property for Income
Fund No. 2 inception date 6 June 2005. Returns are
calculated after all fees and expenses are deducted.
Assumes distributions are reinvested. Investors’
tax rates are not taken into account when
calculating returns.
2 As at 30 September 2014. Current running yield is
calculated by dividing the annualised distribution
rate by the latest entry unit price. Distributions may
include a capital gains component.
Note: Past performance is not necessarily an indication
of future performance.
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Real Estate Securities Funds
 !-  ? #!$%

APN AREIT Fund
1 month

3 months

6 months

1 year

3 years pa

5 years pa

Since inception pa

APN AREIT Income1

0.56%

1.79%

3.97%

8.23%

9.27%

8.94%

9.37%

APN AREIT Growth

(5.20%)

(0.64%)

5.84%

4.84%

9.40%

2.17%

6.25%

APN AREIT Total return2

(4.64%)

1.15%

9.81%

13.07%

18.67%

11.11%

15.61%

S&P/ASX 300 AREIT Index

(5.14%)

1.23%

10.55%

12.28%

18.98%

8.55%

11.67%

Fund inception 19 January 2009

APN Property for Income Fund
1 month

3 months

6 months

1 year

3 years pa

5 years pa

10 years pa

Since inception pa

APN PFIF Income1

0.51%

1.62%

3.57%

7.35%

7.96%

7.66%

8.01%

8.23%

APN PFIF Growth

(4.57%)

(0.21%)

5.63%

4.56%

6.99%

1.14%

(4.12%)

(0.39%)

APN PFIF Total return2

(4.07%)

1.42%

9.20%

11.91%

14.95%

8.80%

3.89%

7.84%

S&P/ASX 200 AREIT Index

(5.35%)

1.06%

10.45%

12.19%

18.95%

8.63%

1.90%

6.11%

Fund inception 28 August 1998

APN Property for Income Fund No. 2
1 month

3 months

6 months

1 year

3 years pa

5 years pa

Since inception pa

APN PFIF2 Income1

0.52%

1.68%

3.68%

7.52%

8.43%

8.08%

7.69%

APN PFIF2 Growth

(4.23%)

(0.13%)

5.39%

3.92%

8.38%

1.45%

(7.69%)

APN PFIF2 Total return2

(3.71%)

1.55%

9.07%

11.44%

16.81%

9.52%

(0.00%)

S&P/ASX 200 AREIT Index

(5.35%)

1.06%

10.45%

12.19%

18.95%

8.63%

1.09%

Fund inception 6 June 2005

APN Asian REIT Fund
1 month

3 months

6 months

1 year

3 years pa

Since inception pa

APN Asian REIT Income1

0.00%

1.41%

3.08%

6.02%

6.46%

5.89%

APN Asian REIT Growth

2.96%

6.30%

12.25%

8.35%

15.14%

12.36%

APN Asian REIT Fund Total return2

2.96%

7.71%

15.34%

14.37%

21.60%

18.26%

Bloomberg Asia REIT Index

3.39%

7.35%

15.91%

13.57%

18.63%

16.23%

Fund inception 19 July 2011
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Direct Real Estate Funds
as at September 2014

APN Property Plus Portfolio
1 month

3 months

6 months

1 year

3 years pa

5 years pa

Since inception pa

APN PPP Income1

2.38%

2.38%

6.57%

11.53%

10.42%

9.85%

9.15%

APN PPP Growth

0.31%

0.94%

2.17%

0.53%

1.72%

2.28%

2.83%

APN PPP Total return3

2.69%

3.31%

8.75%

12.07%

12.14%

12.13%

11.97%

Fund inception 30 September 2002

APN Regional Property Fund

1

APN REGI Income

APN REGI Growth
3

APN REGI Total return

1 month

3 months

6 months

1 year

3 years pa

5 years pa

Since inception pa

1.88%

1.88%

3.98%

8.18%

4.71%

3.73%

5.73%

0.43%

1.11%

2.74%

15.61%

7.11%

2.97%

(1.44%)

2.31%

2.98%

6.72%

23.79%

11.82%

6.70%

4.28%

Fund inception 28 October 2004 (allotment date)

APN 541 St Kilda Road Fund (30 June 2014)
1 month

3 months

6 months

1 year

Since inception pa

APN 541 Income1

0.75%

2.25%

4.50%

9.00%

9.15%

APN 541 Growth

23.35%

22.98%

22.20%

29.99%

16.98%

APN 541 Total return3

24.10%

25.23%

26.70%

38.99%

26.13%

Fund inception 7 May 2013

Notes:
1 Distributions may include a capital gains component.
2 Retail investor returns after all fees and expenses. Wholesale returns are slightly higher. 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.

24

APN PROPERTY GROUP

For the latest fund
commentaries,
please visit the relevant
fund page at
apngroup.com.au

APN Coburg North Retail Fund

A brand new
neighbourhood
shopping centre
anchored by a
20 year lease to
Woolworths
2

1

7.00
pa
forecast initial
%

distribution yield
 #!   
Woolworths which
contributes almost 60%
of rental income
 3q  {
term



 $&\   
      q 
|?  }

The APN Coburg North Retail Fund|_}        
   &

 Brand new centre with
gross lettable area of
q   %%#~

The Fund will invest in a brand new neighbourhood shopping centre located
    ??:?)  q   $!@ :+<&

 Tax deferred component
60-70%

:     #!$% :     ? `  J
  @  +J-    ?      &
Representing almost 60% of rental income, Woolworths has agreed to a 20
    q   #!%2 underpinning Coburg Hill’s weighted average
   q $&\ |?  }&
         ?       
development in the immediate catchment area positioning the Fund to deliver
  ?              &
(  $\<  ? #!$%|  

  q  }&

To invest please contact
   
APN Investor Services on:
1800 996 456
apnpg@apngroup.com.au
www.apngroup.com.au

\ $ ~ \}     /=        $  /        Z  
Statement for further details. The PDS can be downloaded from www.apngroup.com.au or a hard copy can be obtained free of charge by contacting 1800 996 456.
2 Woolworths has executed an Agreement for Lease for 20 years to April 2034, however, a formal lease has not at the date of the PDS been executed, therefore execution of a formal lease
with Woolworths remains a condition precedent to settlement.
3 Forecast for FY2015 and FY2016.
  : *   /  !$   / =          Z  * XZ[ / 
North Retail Fund dated 3 November 2014 for further details. Allotments or issues of units in the Fund will be made only on receipt of an application form attached to a copy of the PDS. A
copy of the PDS is available at www.apngroup.com.au or by contacting us on 1800 996 456. The Fund and PDS is issued by APNFM as responsible entity. Before making an investment in
the Fund, please consider the PDS. © APN Property Group Limited
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Modern, well-located,
high quality portfolio of
Australian workspace
assets

Delivered a
distribution
yield of

%*

8.2pa

to 30 June 2014

'<  ? #!$         
 ' /3'|_}           
| /3'}      @    
$  ?   *      @ ?  
park assets.
' /3'    ? _8    =    
 ?          
  -   3q  | -}   ^'</z&
           - 
8 ? + ?         ?       
%!%    !" #!$%&      
tenants with modern, cost effective and practical spaces to meet their
business needs.

1

        ?       
        {&!           
q |J =3}&! &
Industria REIT’s workspace focussed investment proposition is unique
amongst Australian REITs and aims to provide investors with stable
cash returns and the potential for income and capital growth over time.
' @  @     
adviser or broker.

    
2

For further information:
T $!!%%{%~$~~$!!!|'    }
E investor@industriareit.com.au
W industriareit.com.au



140 Sharps Road, Tullamarine
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APN PROPERTY
GROUP                _             _    
 &
  _8
rate of return on investments in the Fund.

A defensive
investment with
an attractive
risk adjusted
return
Generation Healthcare REIT (ASX code: GHC)
is Australia’s only listed real estate investment trust
(REIT) that invests exclusively in high quality
healthcare properties.
The demand for non-discretionary healthcare services continues to
grow well ahead of inflation, underpinned by strong demographic
trends (a growing and ageing population), advances in medical
technology and rising consumer expectations.
This unique investment profile provides the ideal backdrop for an
attractive investment that is relatively immune to changing economic
conditions.
Generation Healthcare REIT (the Fund) is well positioned to capitalise
on this growth sector holding a portfolio of hospitals, medical centres,
laboratories and other purpose built healthcare facilities.
Throughout the 2014 Financial Year, Generation Healthcare REIT
announced a series of value adding transactions. As a result, the Fund
achieved a total return of 30%* for the year, materially outperforming
the S&P/ASX 300 AREIT Accumulation Index return of 11%.
In the coming year, the Fund is looking to complete and advance
a number of organic growth transactions. Supported by a solid
underlying property portfolio, the Fund continues to be well
positioned for future growth.

FUND AT A GLANCE
³ Only dedicated healthcare
property entity listed on
the ASX (ASX code: GHC)
³ Fund established in 2006
³ Total assets $325 million
³ High quality portfolio of
12 properties including
hospitals, medical centres,
laboratories and other
purpose-built healthcare
facilities
³ High quality tenants, high
occupancy terms and
long weighted average
lease term 11.3 years
³ Attractive organic growth
profile
³ Management with long
dated sector specific
experience

WINNER
API 2014
Excellence in
Property

AWARD

WINNER
If you would like to make an investment,
please contact your financial adviser or broker.

PIR 2014
AREIT of the Year

AWARD

For further information:
T
E
W

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

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 Funds Management nor any of its entities or directors guarantee the success of the Fund, the replacement of capital invested
or any particular rate of return on investments in the Fund.
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News,
views and
investment
details
APN

review

    @ 
 @   

8  
and market news

APN
PROPERTY
NEWS

APN
WEBINARS

ONLINE

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

Our selection of webinars keep
    
      
provide updates on APN’s
managed funds

Register to
receive APN
communications
by email
Email is fast, convenient
 ` & 
to email communications,
   &&&
apnpg@apngroup.com.au
1800 996 456

apngroup.com.au
u

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
     @ 
follow APN...
@apngroup.com.au

AREIT Fund’s

First 5 y
ears
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This summary has been prepared as at 26 February 2014 by APN Funds Management Limited (APNFM) (ACN 080 674 479, ABN 60 080 674 479, AFSL No 237500) for
general information purposes and whilst every care has been taken in relation to its accuracy, no warranty is given or implied. APNFM is a wholly owned subsidiary of
APN Property Group Limited (ACN 109 845 068). APNFM is the responsible entity and issuer of the APN AREIT Fund (ARSN 134 361 229). The information provided does
not constitute investment advice and does not purport to contain all relevant information necessary for making an investment decision. It is provided on the basis that the
recipient will be responsible for making their own assessment of their financial needs and will seek further advice about the investment as is considered appropriate. The
information provided does not take into account your personal financial objectives, needs and circumstances. Past performance is not an indication of future performance.
Returns and values may rise and fall from one period to another. General risks apply to an investment in APN funds and must be considered before making an investment.
In deciding whether to invest or continue to hold an investment in an APN Property Group fund, a person should obtain a copy of the Product Disclosure Statement
(PDS) from APNFM for the relevant fund and consider its content. To invest in the fund, a person must complete the application form attached to the PDS. We recommend
that a person obtain financial, legal and taxation advice before making any financial investment decision. APNFM can be contacted on 1800 996 456 (toll free),
www.apngroup.com.au or PO Box 18011, Melbourne Collins Street East, VIC 8003.
© APN Property Group Limited
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On 24 November 2012, the Federal Government introduced a new visa referred to as
   # :  X / \[   / *  :   
invest $5 million in complying Australian investments for four years, the ability to
secure permanent residence.


investor visa

   :   = !"# $ |   *  : * 
Please visit apngroup.com.au or contact APN Investor Services on 1800 996 456
for further details.

Investment
opportunities
register
your interest

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

#  / 
of new APN products,
please complete your details
online at apngroup.com.au or
contact APN on:
1800 996 456
apnpg@apngroup.com.au

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

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, 21 November 2014 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
  = : *      Q * * /  *      * 
*      * :      :    /  *      : *     / 
 /         /: =            =    =/*  
   : =      *     /: =        !     *   
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. Before making any investment in the funds referred to in this publication, please consider the relevant PDS.
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.
 *   *    /   */ :     
 Investors’ tax rates are not taken into account when calculating returns.
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