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The MSCI World index ended the month
down 2.5%: gains made over the course of
the month were swallowed up by a monthend sell-off as global investors reacted to
news of a breakdown in negotiations
between Greek Prime Minister Alex Tsipras
and the nation’s creditors, increasing the
likelihood of an exit from the European
Union. The VIX index of volatility reflected
this uncertainty, spiking higher to end June
up ~32%, its highest level since February
this year.
Globally, losses were broad-based, though
the FTSE 100 (-6.6%) and Euro Stoxx 50
(-4.1%) lost the most ground given their
exposure to the region. Performances in
the US and Japan were better (S&P 500
-2.1% and Nikkei 225 -1.6%) though
neither indices were spared from finishing
the month in the red.
In the US, the Fed appeared to extend the
timeline for rate normalisation with dovish
commentary and a lowering of the nation’s
economic growth assumptions for 2015 to
1.8%. Whilst in China, the PBOC
simultaneously reduced benchmark interest
rates by 25 bps as well as lowering the
reserve requirement ratio by 50 bps in a
move aimed at lowering borrowing costs
and “stabilising growth”.

In Australia, the S&P/ASX 200 gave back
most of its YTD gains, ending June only
0.9% higher than 2014's year-end close
after a 5.3% slide during the month.
Having reduced Australia’s cash rate by
25 bps in May to a low of 2.0%, at its June
board meeting, the Reserve Bank kept the
cash rate on hold. The yield on 90 Day
Bank Bills ended the quarter at 2.14%
whilst the yield on 10 Year Bonds rose 66
basis points over the quarter to end at
2.95%.
The S&P/ASX 300 A-REIT Accumulation
Index fell 4.0% in June, outperforming the
broader equity market which fell 5.3%.
For the June Quarter, the S&P/ASX 300
A-REIT Accumulation Index returned -2.3%
compared to the general market’s return of
-6.5%. Over the 12 month period ended 30
June 2015, the S&P/ASX 300 A-REIT
Accumulation Index returned +20.2%
significantly outperforming the broader
market’s return of 5.7% by 14.6%
(Figure 1).
For the June 2015 quarter, the Industrial
A-REITs as a group performed best,
returning +0.3%, followed by the
Commercial and Retail A-REITs which both
returned -1.6%. Diversified A-REITs lagged
returning -4.7%.
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Jun 2015
%

3 Months
%

1 Year
% p.a.

3 Years
% p.a.

5 Years
% p.a.

7 Years
% p.a.

9 Years
% p.a.

Since Inception
% p.a.*

Growth

-4.73

-3.21

+15.59

+12.90

+8.90

+0.68

-2.08

-1.06

Income Return

+1.15

+1.17

+4.76

+5.45

+5.32

+3.26

+3.76

+4.00

Total Return (After Fees but Before Tax)**

-3.58

-2.04

+20.35

+18.35

+14.22

+3.94

+1.68

+2.94

S&P/ASX 300 A-REIT Accumulation Index

-3.97

-2.33

+20.20

+18.29

+14.23

+4.44

+0.71

+2.04

Value Add

+0.39

+0.29

+0.15

+0.05

-0.01

-0.50

+0.97

+0.90

*Fund inception date October 2005. **Please note the Fund’s management fee was reduced on 16 May 2014. The Fund’s after fees but before tax performance only reflects the new management fee from this date.

Over the quarter, the three best performing
securities in the S&P/ASX 300 A-REIT
Index were Ingenia Communities (INA
+8.9%), SCA Property (SCP +8.3%) and
Generation Healthcare (GHC +8.0%),
whilst the three worst performing securities
were Charter Hall Group (CHC -9.0%),
Cromwell
Property
(CMW
-7.9%) and Stockland Group (SGP -6.2%).
For the month of June 2015, the three best
performing A-REITs in the S&P/ASX 300
A-REIT Index were National Storage REIT
(NSR +9.0%), Ingenia Communities (INA
+6.2%) and Growthpoint Properties (GOZ
+4.5%). The three worst performers were
Industria REIT (IDR -7.3%), Dexus Property
(DXS -6.2%) and Westfield Corporation
(WFD -5.8%).
The A-REIT sector was the third best
performing global REIT market in FY15,
beaten only by Germany (+26.5%) and UK
(+23.3%), and significantly outperforming
Japan (+5.6%), Singapore (+5.4%) and the
US (+3.9%) (Figure 2).

ACTIVITY
Lend Lease announced the sale of Tower
1 at Barangaroo South into a new
wholesale fund for circa $2bn, with the
new fund to be known as Lend Lease One
International Towers Sydney Trust. The
sale is significant for two reasons; 1) the
Qatar Investment Authority acquired a
37.5% stake in the fund, reinforcing the
strong appetite for prime Australian assets
by major global investors; and 2) the sale
is estimated to have occurred on a cap
rate of 5.6% - 90 bps lower than the two
other Barangaroo towers Lend Lease sold
last year and taking the market back to
cap rate levels not seen in Sydney since
the pre-GFC boom.
The Mirvac Group (MGR) purchased 472
and 486 Pacific Highway, St Leonards for
approximately $121m from CIMIC Group
Limited. Also in St Leonards, Abacus
(ABP) and Goldman Sachs acquired the
Forum Centre above the St Leonards
railway station for $115m. This transaction
is another example of one of the A-REITs
partnering with a global investor to acquire
assets in Australia. We expect to see more
of these partnerships in the year
ahead.
Elsewhere in Sydney, Goodman Group
announced the pre-lease of two new
facilities for DHL Supply Chain at the

Oakdale Industrial Estate at Horsley Park,
which is a joint venture between Goodman
and Brickworks
In Brisbane, DEXUS Property Group and
DEXUS
Wholesale
Property
Fund
announced their intention to purchase
Waterfront Place and the adjoining Eagle
Street Pier for $635m, from Stockland Trust
and the Future Fund.
In
Melbourne,
LaSalle
Investment
Management, another global investor,
purchased the Summerhill Shopping
Centre at 850 Plenty Road, Reservoir for
approximately $85m from the joint venture
partnership of developer LAS Group and
private
equity
real
estate
group
Qualitas.

EQUITY CAPITAL MARKETS
During the June quarter, a total of $857m of
additional equity capital was raised by the
following
groups,
Dexus
Property
($400m), SCA Property ($80m), Centuria
Metropolitan REIT ($100m), Charter Hall
Group
($225m)
and
Generation
Healthcare ($52m). This was significantly
above levels raised in the March quarter
($180m) and the December quarter
($470m).

Figure 1: A-REIT vs. Equity Performance –
FY15
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Figure 2: Global REIT Performance – FY15

Germany

Charter Hall Retail (CQR) undertook the
restructure of its debt funding platform with
a US$200m USPP issuance for 12 years
affixed at US$ coupon of 3.55% and 100%
hedged in A$.
The Stockland Group (SGP) raised
A$359m in three tranches: 10 years
(US$120m), 12 years (US$100m) and 15
years (US$55m) priced at an average
spread over BBSW of 168bps.

MERGERS & ACQUISITIONS
In corporate activity, the merger of
Federation Centres (FDC) and Novion
Property Group (NVN) received approval
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DEBT CAPITAL MARKETS
During the June quarter, two A-REITs,
Charter Hall Retail (CQR) and Stockland
Group (SGP), took advantage of the
global appetite for debt securities by both
undertaking USPP issuances with a
combined value of A$611m. The pricing
was
very
competitive,
but
more
importantly it has diversified their funding
sources and extended their weighted
average debt maturity.
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Figure 3: A-REIT Sector EPS and DPS
Yields vs. 10 Year bonds Yields – 2000-2015
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from both NVN security holders and the
Supreme Court with the merger effective
on 12 June. A change of name to Vicinity
Centres has been proposed.
Securityholders in Australian Industrial
REIT (ANI) rejected the proposal for 360
Capital to replace the RE of ANI. The 360
Capital Industrial Fund (TIX) extended its
takeover bid for ANI to September 2015
as ANI continues to defend its position.
The process to select the preferred bidder
for Morgan Stanley’s Investa Property
Group interests and platform continued
during the June quarter, with expectations
of an announcement early in the
September quarter.

SECTOR VALUATION
The A-REIT sector was trading at a FY16
estimated distribution yield of 5.2% (Ex
WFD), representing a 320 basis points
premium to Cash and a 225 basis points
premium to 10 Year Bonds (Figure 3).
The A-REIT Sector was trading at a
premium to NTA of 40.0% compared to
the long-term average of 10.4% and a
premium to NPV of 3.4%. Sector look
through gearing currently stands at a
reasonable 32.0%.

PERFORMANCE REPORT
For the month of June, the Fund returned
-3.58% (on an After Fee but Before Tax
basis)
out-performing
the
Fund’s
Benchmark which returned -3.97%. Over
the month, positive contributions to returns
came from the Fund’s underweight
exposures to Scentre Group (SCG -5.1%),
Mirvac Group (MGR -5.5%) and Federation
Centres (FDC -1.2%). Detracting from
returns were investments in Industria REIT
(IDR -7.3%), Folkestone Education Trust
(FET -1.3%) and having a zero exposure to
National Storage REIT (+9.0%).
On an After Fee but Before Tax basis,
over the June Quarter, the Fund returned
-2.04%, outperforming its Benchmark
(S&P/ASX 300 A-REIT Accumulation
Index) which returned -2.33%.
Positive contributions to returns in the June
quarter came from the Fund’s exposure to
Ingenia Group (INA +8.9%) as well
underweight exposures to Mirvac Group
(MGR -5.5%) and Federation Centres
(-1.2%). Detracting from returns included
our zero holdings in BWP Trust (BWP

+4.7%) whilst our exposures to APN
Property Group (APN -7.5%) and Cedar
Woods
Property
(CWP
-5.2%)
underperformed the market delivering a
negative contribution to returns.

SECTOR SPLIT
As at 30 June 2015

In the year ended 30 June 2015, the Fund
returned +20.35%, (on an After Fee but
Before Tax) marginally outperforming it’s
Benchmark which returned 20.20%.
Over the 5 year period ended 30 June
2015, the Fund returned +14.22% p.a. (on
an After Fee but Before Tax Basis)
marginally underperforming the Benchmark
by 0.01%, whilst, since inception (15
October 2005), the Fund outperformed its
Benchmark by 0.90% p.a.
At the end of June, the Fund’s investments
comprised 18 ASX listed securities totaling
97.8% of the portfolio. Of these, 13
securities were constituents of the
S&P/ASX 300 A-REIT Index with the
remaining 5 being Ex-Index securities.
Unlisted securities comprised 0.8% of the
portfolio whilst the remaining 1.4% of the
portfolio was held in Cash/Liquid
investments.
A June quarter distribution of 0.862558
cents per Unit is due to be paid to investors
early in July, taking total distributions for the
year ended 30 June 2015 to 2.9513 cents
per Unit.
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OUTLOOK
Expectations are that the US’s Federal
Reserve will start raising interest rates later
this year, although elsewhere, the bias to
easing remains a feature. Accordingly,
global financial conditions generally remain
very
accommodative.
With
recent
developments in the Chinese and Greek
economies, volatility in markets will remain
elevated for the foreseeable future.
In Australia, current data suggests that the
economy will continue to grow at a rate
somewhat below its longer-term average as
it continues its transformation from mining
led growth. With low growth in labour costs,
inflation is forecast to remain consistent
with the RBA’s target over the next few
years, even with a lower exchange rate.
In such circumstances, monetary policy
needs to be accommodative. Low interest
rates are acting to stimulate investment and
spending. Credit is recording moderate
growth overall, with stronger borrowing by
businesses and growth in lending to the

S&P/ASX 300 A-REIT - 73.6%
Ex S&P/ASX 300 A-REIT - 19.0%
Real Estate Developers - 5.2%
Cash - 1.4%
Unlisted - 0.8%

Please note: Numbers in the graphs may not
add up to 100 due to rounding.

housing market broadly steady over recent
months.
Partly due to significant declines in key
commodity prices, the Australian dollar has
fallen noticeably over the past year against
a rising US dollar. Further depreciation
against the US dollar seems both likely and
necessary, particularly given the significant
fall in key commodity prices.
Residential prices continue to rise in
Sydney, whilst other cities are experiencing
a divergence in performance, Prices in
Melbourne remain strong, whilst in
Brisbane and Perth price growth continues
to be subdued.
With the current low level of interest rates,
asset prices for equities and commercial
property continue to be well supported.
A number of A-REITs including Dexus,
Goodman Group, Stockland and Mirvac
provided operational updates in the June
quarter with the following key takeaways:


retail sales were improving, particularly
in the key specialty retail sales
segment;



both Stockland and Mirvac provided
upbeat commentary on their respective
residential development pipeline; and



no material deterioration on key metrics
across the key office sub-markets, with
the exception of Perth CBD.

We expect the A-REIT sector to weather
the offshore equity market concerns arising
from developments in Greece and China
although volatility will remain elevated.
The upcoming reporting period is likely to
deliver higher NTA’s for the A-REITs as a
result of cap-rate compression on the back
of increased demand from offshore/local
investors for quality assets.
We continue to favour those A-REITs with
exposure
to
industrial
and
social
infrastructure sectors, and those securities
with quality management and relative
attractive yields that have the ability based
on active management of the portfolio to
drive income growth in the year ahead. We
believe yield will continue to remain
relevant as an investment attribute in the
year ahead.

Disclaimer: Investors should consider the product disclosure statement (PDS) issued by the Responsible Entity, One Managed Investment Funds Limited (ABN 47 117 400 987) (AFSL 297042) (OMIFL)
before making any decision regarding the Folkestone Maxim A-REIT Securities Fund (Fund). The PDS contains important information about investing in the Fund and it is important investors read the
PDS before making a decision about whether to acquire, continue to hold or dispose of units in the Fund. Folkestone Maxim Asset Management Limited (ABN 25 104 512 978) (AFSL 238349) is the
investment manager of the Fund (Folkestone Maxim). Neither OMIFL nor Folkestone Maxim guarantees the repayment of capital or the performance of any product or any particular rate of return referred
to in this document. Past performance is not a reliable indicator of future performance. While every care has been taken in the preparation of this document, Folkestone Maxim makes no representation or
warranty as to the accuracy or completeness of any statement in it including without limitation, any forecasts. This fact sheet has been prepared for the purpose of providing general information only,
without taking account of any particular investor’s objectives, financial situation or needs. Investors should, before making any investment decisions, consider the appropriateness of the information in this
fact sheet, and seek professional advice, having regard to their objectives, financial situation and needs. OMIFL has not been involved in the preparation of this monthly report and takes no responsibility
for its content. Information in this fact sheet is current as at 30 June 2015.
The SQM rating contained in this document is issued 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. The rating may be subject to change at any time. 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 PDS and consult a licensed financial adviser before making an investment decision in relation to this
investment product. SQM Research receives a fee from Folkestone Maxim for the research and rating of the Fund.
Morningstar Definition: The Morningstar Rating is an assessment of a fund’s past performance – based on both return and risk – which shows how similar investments compare with their competitors. A
high rating alone is insufficient basis for an investment decision. Morningstar Disclaimer: © 2015 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, or 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.
Atchison Consultants recommend that investors read the detailed information contained in the Product Disclosure Document. Investors should read the Analyst Interest and Certification, Warning
(General Advice Only) and Disclosure (Commissioned Research) in the Recommended Ratings Report.
The Lonsec Ratings assigned to Folkestone Maxim A-REIT Securities Fund – June 2015 are published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421445. The Ratings are a “class service”
(as defined in the Financial Advisers Act 2008 (NZ)) or limited to “General Advice” (as defined in the Corporations Act 2001 (Cth)) and based solely on consideration of the investment merits of the
financial products. In New Zealand it must only be provided to “wholesale clients” (as defined in the Financial Advisers Act 2008 (NZ)). Past performance information is for illustrative purposes only and is
not indicative of future performance. They are not a recommendation to purchase, sell or hold Folkestone Maxim Asset Management products, and you should seek independent financial advice before
investing in these products. The Ratings are subject to change without notice and Lonsec assumes no obligation to update the relevant documents following publication. Lonsec receives a fee from the
Fund Manager for researching the products using comprehensive and objective criteria. For further information regarding Lonsec’s Ratings methodology, please refer to our website at:
http://www.beyond.lonsec.com.au/intelligence/lonsec-ratings
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