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FOLKESTONE MAXIM A-REIT SECURITIES FUND IS THE NO. 1
PERFORMING A-REIT SECURITIES FUND OVER 1, 2 AND 3 YEARS IN THE
MERCER SURVEY
Folkestone Maxim A-REIT Securities Fund ARSN 116 193 563 (“Fund”) is pleased to announce that it
has been reported as the No. 1 performing fund over one, two and three years in the Mercer Investment
Performance Survey of Australian Real Estate Securities (REIT) (Active Funds) at 31 December 20161.
The Mercer Survey reports that the Fund returned 15.5% (pre fees) for the year ended 31 December
2016 compared to 13.5% for the median manager in the survey and 13.2% for the S&P/ASX300 AREIT Index (“Index”). The Survey also reports that over three years, the Fund has generated a return of
20.2% p.a. (pre fees) compared to 18.0% p.a. for both the median manager and the Index.
Mr Winston Sammut, Portfolio Manager, said “we are delighted with the strong performance of the Fund
versus both other A-REIT securities fund managers and the Index, particularly in the past year. Whilst
there is on-going discussion in the market about whether active managers in the A-REIT sector can add
value, we have demonstrated through our high conviction active strategy that we can consistently
outperform the Index over time.”
“Given our high conviction strategy we are not wedded to just investing in large cap A-REITs. The
largest 8 A-REIT securities comprise 82% of the Index and the retail sector comprises close to 60% of
the Index, creating significant concentration risk. Our strategy allows us to look for securities inside and
outside the Index. At the end of 2016, the Fund was holding just 12 of the 30 A-REIT securities in the
Index and 5 securities outside the Index” said Mr Sammut.
Two of the Fund’s biggest contributors to performance in the past year were Rural Funds Group and
Asia Pacific Data Centres which returned 35.3% and 28.8% respectively. Both securities were outside
the Index when the Fund first invested in them, with Rural Funds entering the Index in March 2016. The
Fund was attracted to both securities given the strong top-down thematic associated with the
agricultural sector in the case of Rural Funds and the massive increase in cloud computing and
consequent demand for data centres in the case of Asia Pacific Data Centres, and the fact that at the
time of including both in the Fund, they were under-valued relative to the market.
Mr Sammut said “it is our ability to look outside the big end of town A-REITs that allows the Fund to
take advantage of mispriced opportunities that often occur in the mid and smaller cap A-REITs. Going
into 2017, we have several views that differ significantly from the Index allocation. Our largest sector
overweight is social infrastructure which currently represents 7.3% of the Fund compared to 0.5% of the
Index while the largest underweight sector is retail which represents 35.0% of the Fund compared to
48.4% of the Index.”
“The social infrastructure sector is benefiting from strong demographics driving demand, investors
chasing yield and longer dated lease structures which social infrastructure assets such as childcare and
medical typically have. Our underweight in the retail sector is driven by our view that retail is facing
enormous headwinds from internet retailing, a competitive retail marketplace with growing number of
international retailers entering the market and on-going margin compression” said Mr Sammut.
Mr Adrian Harrington, Head of Funds Management said “looking ahead, the A-REIT sector will remain
captive in the short-term to the gyrations of the capital markets. Clearly if bond yields continue to back
up further as they did between August and November last year, than we could see additional pricing
risk in the short-term. However, the A-REITs are in relatively good shape and almost incomparable to
those in the lead up to the GFC. Gearing is lower (circa 30%), refinancing risk in next 2-3 years is low
(majority of debt is due to expire FY21+), asset quality has significantly improved, pay-out ratios are
respectable and the exposure to offshore real estate is limited (Goodman and Westfield being the two
exceptions).”

“However, now is not the time to take a passive approach to the sector (i.e. indexing). We expect the
variation of performance across the A-REIT universe will widen in the year ahead. Individual
characteristics of each of the A-REITs will be more of a key driver of relative performance within the
sector than it has been in the past year or so. Investors now more than ever, will need to focus on those
A-REITs that have quality management and can generate real value from their portfolios rather than
simply relying on lower debt costs to support earnings and firming cap rates (property yields) to drive
underlying asset values higher” said Mr Harrington.

WINSTON SAMMUT
Managing Director
Folkestone Maxim Asset Management
02 8667 2825

ADRIAN HARRINGTON
Head of Funds Management
Folkestone Limited
02 8667 2882

About Folkestone Maxim
Folkestone Maxim Asset Management is a wholly owned subsidiary of Folkestone and specialises in
the management of A-REIT securities.
About Folkestone
Folkestone (ASX:FLK) is an ASX listed real estate funds manager and developer providing real estate
wealth solutions. Folkestone’s funds management platform, with more than $1.0 billion under
management, offers listed unlisted real estate funds to private clients and select institutional investors,
while its on balance sheet activities focus on value‐add and opportunistic (development) real estate
investments. Folkestone Maxim Asset Management is a wholly owned subsidiary of Folkestone and
specialises in the management of A-REIT securities and real estate debt funds.

“The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without
notice. They are not intended to convey any guarantees as to the future performance of the investment products, asset classes or
capital markets discussed. Mercer’s ratings do not constitute individualised investment advice.”
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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) as the responsible entity of the Folkestone Maxim AREIT Securities Fund ARSN 116 193 563 (Fund). The information contained in this document was not prepared by OMIFL but
was prepared by other parties. While OMIFL has no reason to believe that the information is inaccurate, the truth or accuracy of
the information contained therein cannot be warranted or guaranteed. Anyone reading this report must obtain and rely upon their
own independent advice and inquiries. Investors should consider the Product Disclosure Statement (“PDS”) dated 11 June 2014
issued by OMIFL before making any decision regarding the Fund. The PDS contains important information about investing in the
Fund and it is important investors obtain and read a copy of the PDS before making a decision about whether to acquire, continue
to hold or dispose of units in the Fund. You should also consult a licensed financial adviser before making an investment decision
in relation to the Fund. A copy of the PDS may be obtained from http://oneinvestment.com.au or http://folkestone.com.au.
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 media release, and seek professional advice, having regard to their objectives, financial situation and
needs. Information in this document is current as at February 2017.
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