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Overview
The Fund comprises a hybrid portfolio of listed and unlisted property and infrastructure against a
benchmark comprising 50% A-REITs and Listed Infrastructure and 50% Unlisted Property and
Infrastructure. Our listed portfolio style overlay screens for pure property and infrastructure characteristics
and results in minimal exposure to development, currency risk and other ‘ac tive’ earnings. The unlisted
portfolio comprises institutional-grade assets within a diversified portfolio of internally and externally
managed funds that spans the property risk spectrum. The target unlisted allocation is 70% Core, 20%
Value Add and 10% Development.

Investment Performance
Month

Quarter

1 Year

3 Years

5 Years

Since
Inception**

Freehold Australian Property Fund

1.3%

3.6%

4.4%

8.5%

11.5%

13.3%

A-REITs Index*

3.0%

7.5%

5.7%

7.7%

11.5%

14.4%

Listed Infrastructure Index*

1.9%

6.0%

0.3%

10.3%

15.6%

18.1%

Unlisted Property Index*

0.5%

2.4%

12.1%

12.2%

11.0%

10.4%

Investment Performance

*A-REITs Index is the S&P/ASX 300 AREIT Accumulation index; Listed Infrastructure Index is a subset of S&P/ASX 200 Index infrastructure sub industries, as defined by the Global Industry Classification
Standard (GICS); Unlisted Property Index is the Mercer/IPD Australia Core Wholesale Property Fund Index
** Freehold Australian Property inception date – effective 7 November 2011. Performance numbers are NET and assume reinvestment of distributions.
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Commentary
The Fund returned another positive month in May, returning
1.3% for the period. A decline in bond yields by circa 10bpts
both domestically and in the US during the month provided
support for the sector and can largely be attributed to debt
concerns in Italy, which resulted in Italian bonds suffering their
biggest selloff in 25 years. Domestic conditions are also
ensuring investors remain cautious with dwelling prices having
stalled and consumer and business confidence numbers
remaining anaemic, reflecting the increasing headwinds
confronting the Australian economy.
In sector news, unit holders voted overwhelmingly in favour of
the Unibail-Rodamco takeover of Westfield Corporation during
the month to create the world’s premier developer and operator
of flagship retail malls. While Unibail-Rodamco is listed in
Europe, Australian investors will still have the opportunity to
invest in the Group on the ASX. The other major announcement
for the month was the ‘all cash’ bid by Blackstone for Investa
Office Fund (IOF.ASX) at $5.15 reflecting a 13% premium to its
last trading price. This came as a surprise to many in the
market given the strategic stake owned by the current manager,
Investa Commercial Property Fund.
The A-REIT sector will be the beneficiary of the cash
component of the Westfield transaction (circa $7Bn or part
thereof) being returned to investors at the start of June. In our
view this has the potential to provide significant short-term
support to the sector via reinvestment. Should the Investa
Office takeover be successful, this would represent an
additional cash return to investors of circa $3.5Bn. As such,
these transactions reinforce our view that there is a significant
disconnect between the direct market and where listed markets
are trading. While we do not expect the volatility to subside, we
are of the view that the potential for more corporate activity
across the sector is real. Given the current distribution yield of
in excess of 5% and visible earnings growth for FY19 of circa
4% we believe the sector offers a sound risk adjusted return at
current prices.

Listed Portfolio Update

Current & Active Weights
Benchmark

Range

Current

Active
Weight

A-REITs

35%

20%-100%

36.0%

1.0%

Listed
Infrastructure

15%

0–60%

16.7%

1.7%

Unlisted
Property

50%

0%-80%

45.4%

(4.6%)

Cash

0%

0%-20%

1.9%

1.9%

Asset Class

Top 6 Portfolio Positions
Security / Fund
Scentre Group

14.8%

Transurban Group

9.0%

Heathley Direct Medical Fund 2

7.4%

Charter Hall Prime Industrial

6.4%

Dexus Property Group

5.9%

GPT Group

5.8%

Fund Details
Fund Inception Date

Model Portfolio – 7th Nov 2011
Fund – 15th Feb 2015

Objective

Outperform the Benchmark on a
rolling 3-year basis

Benchmark

Derived as the A-REITs and Listed
Infrastructure Customised Index and
the Unlisted Property and
Infrastructure Customised Index,
combined on a 50/50 basis.

Investment
Timeframe

3-5 Years

Minimum Investment

$10,000

Income Distribution

Quarterly

Unit Pricing

Daily

Management Costs

0.165% to 1.015% p.a. (incl. GST)

Buy / Sell Spread

0.25% / 0.25%

Responsible Entity

Trustee Partners

ARSN

164 098 855

Fund attribution for the month included:

Contributors
AST (UW): The increasing regulatory issues confronting
utilities, has been a major headwind for the stock.

Detractors
SKI (OW): As per above the stock was impacted by increasing
regulatory issues that has the potential to impact the Group’s
earnings forecasts going forward.
IOF (UW): The announcement by private equity giant
Blackstone of an all cash offer at $5.15 (or a 13% premium to
the stocks trading price at the time of the announcement)
resulted in the stock being the best performer for the month.

Portfolio Weight

FET (OW): Small cap stocks failed to rally in accordance with
the larger caps. Also, the increased supply of childcare spots
compared to the expected demand going forward is resulting in
increased caution for investors.
Note 1 - Income Return for FAPF is the fund distribution and will include
net realised capital gains.

