Freehold Australian

Property Fund FREEHOLD

Monthly Investment Update Investment Management

November 2019

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 ‘active’ 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.
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Investment Performance

Investment Performance Month Quarter 1 Year 3 Years 5 Years Incigt(i:c?n**
Freehold Australian Property Fund 1.3% 1.4% 14.4% 10.4% 11.9% 13.1%
A-REITs Index* 2.3% 0.8% 26.9% 13.5% 13.7% 14.9%
Listed Infrastructure Index* 1.7% 2.6% 34.7% 18.1% 17.1% 18.7%
Unlisted Property Index** 0.3% 1.4% 6.2% 9.8% 10.5% 9.8%

*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 increased by 1.3% in November, underperforming the
Broader equities market for the month. Bond yields in the US
and Australia moved in different directions during November.
US sentiment towards a potential agreement between the US
and China on trade is firming, and a clear message that interest
rates are on hold for the foreseeable future saw bonds increase
by 10bpts to 1.78%. Conversely, Australian bond yields
declined by 10bpts to 1.03% amid increasing sentiment that the
RBA will continue to cut official interest rates in the New Year.
While the RBA is hopeful that these extraordinary low interest
rates will stimulate consumer spending, the latest GDP estimate
indicates otherwise. Further, domestic GDP for the September
quarter came in at just 0.4% (1.7% annual) implying that the low
interest rates together with the tax cuts announced in the last
budget are not driving consumer spending patterns.

During the month, news flow typically centred around AGMs
where corporates for the most part reaffirmed their earnings
guidance. One of the more interesting AGMs was Cromwell
Property Group (not owned) with major owner ARA Real Estate
Investors attempting to get their own representative onto the
Board, however they narrowly failed. Another major event was
the voting down by investors in Australian Unity Office Fund of
the takeover offer via a combined bid from Abacus and Charter
Hall Group. Finally, Sydney Airport Group (SYD) received some
positive news following the release of the Productivity
Commission’s review which concluded that SYD had not
systematically exercised market power in commercial
negotiations and that the current approach to regulation
should continue to be adopted, effectively putting to bed any
potential increase in regulatory oversight for SYD.

Looking forward, we expect the sector to continue to be well
supported given our expectations of a continued lower for
longer interest rate environment. Furthermore, the recent AGM
season only reaffirmed that earnings across the board are
broadly intact and physical market evidence suggests that there
remains continued strong demand for assets with long-term
predictable cash flows. Finally, the sector goes ‘Ex distribution’
at the end of this month which often provides good buying
support to the sector.

Performance Update

Contributors

CIP (OW): continues to benefit from the e-commerce thematic
and strong demand from investors for industrial property.

VCX (UW): One of the few Groups to soften their full year
earnings guidance at their AGM. Also sold 2 assets well below
their book value of 12 months prior as they continue to attempt
to improve the quality of their portfolio.

Detractors

VVR (OW): No real news flow, rather some investors taking
profits after last month’s strong gains. Their new CEO also took
over the reins during the month.

APA (OW): There has been some speculation in the market
that they are getting closer to their first major offshore
acquisition while speculation of increased regulatory oversight
continues.
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Current & Active Weights

Active
Asset Class Benchmark Range Current Weight
A-REITSs 35% 20%-100%  29.4%  (5.6%)
L5 15% 0-60%  16.0%  1.0%
Infrastructure
rllisies 50% 0%-80%  48.4%  (1.6%)
Property
Cash 0% 0%-20%  6.1%  6.1%

Top 6 Portfolio Positions

Security / Fund Portfolio Weight

Scentre Group 9.9%
Transurban Group 8.8%
Dexus Property Group 7.8%
Charter Hall Core Plus Industrial 7 4%
Fund

GPT Group Property Trust 4.9%
Freehold Debt Income Fund 4.8%

Ordinary

Fund Details

Fund Inception Date  Model Portfolio — 7" 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 3-5 Years

Timeframe

Minimum Investment $10,000

Income Distribution  Quarterly

Unit Pricing Daily

0.165% to 1.015% p.a. (incl. GST)
0.25% / 0.25%

Trustee Partners

164 098 855

Management Costs

Buy / Sell Spread

Responsible Entity
ARSN

Note 1 - Income Return for FAPF is the fund distribution and will include net realised capital
gains.
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