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FOLKESTONE OVERVIEW ' Folkestone

Folkestone is an ASX listed real estate funds manager and developer
providing real estate wealth solutions for private clients and select institutions
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Funds ®
Developments $ Management /w e CoO-Investment

$66.1m Employed

e : |
M $1.5bnin FUM in FET $88.4m

Unlisted
Value-add/ Unlisted
Development/ | Seniors Living
Opportunistic Fund

A-REIT
Non-Active Unlisted SEIES Listed
Active (Subject to Income Funds Fund/ FET

i Mandates
$35.4m? Planning) FUM Funds FUM e

$30.7m $228.1m FUM $954.1m
FUM
T $93.7m

$132.4m

1. Based on Fol kestone Education Trustods (ASX: FET) Unit pri cekestohe Max@m ABREITsRunddlanddes.c e mber 2017. E
2. I ncl ud e s -inFektidents in the Folkestone Seniors Living Fund No.1, Folkestone Truganina Development Fund and Folkestone Wollert Development Fund.
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FOUR QUADRANT REAL ESTATE INVESTING

PUBLIC EQUITY PRIVATE EQUITY

Real Estate Investment Direct Real Estate
Trusts (A-REITS)

Real Estate Developers and
Managers

Syndicates
Open-ended Funds

PUBLIC DEBT PRIVATE DEBT

Corporate Bonds Senior Debt

Commercial Mortgage-Backed Mezzanine Debt
Securities (CMBS)

Mortgage Funds

" Folkestone
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YIELDS 1T THE SEARCH FOR INCOME ' Folkestone

Investment Yields: 30 April 2018
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Source: Yield Report, Core Logic, RP Data, Credit Suisse, IRESS Folkestone

/" Non-residential property and A-REITs provide an attractive yield relative to other investments
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Folkestone

Real estate has provided a competitive return over the long term

Afcored real estate is expected to generate a | ower
Real estate generates income from contracts and leases

more stable income streams across the cycle

approximately 70% of the total return from core real estate is derived from current income generated by
contractual rent payments associated with tenant leases

provides a hedge against inflation
Brings diversification benefits to the mixed-asset portfolio
real estate exhibit lower correlations with equities and bonds
Active management in real estate can add significant value
an owner can actively manage a portfolio through market, sector and or asset selection decisions

an owner can make physical changes to an individual asset, increase its operational
efficiency or alter its capital structure in efforts to increase returns




PZIAN

SOCIAL / DEMOGRAPHICS DRIVE REAL ESTATE ./ Folkestone

A Sydney and Melbourne growing above
trend

A Population forecasting has consistently
fallenshortit ABS f orecastos
A Australia - 22.2m vs 24.2m

A Sydney - 4.45m vs 5.0m
A Melbourne - 3.67m vs 4.7m

A Inner city & middle ring population growth
stronger than expected

A Infrastructure has not kept pace

A Pressure on social services i
childcare/aged care/schools/medical
especially inner & middle ring

A Creates social infrastructure real estate
investment opportunities

!
Demographic Shifti Cities
Population at Change on
30 June 2016 Previous Yea;
No. %

Net Interstate Migration
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CAPITAL FLOWS - 2017 ' Folkestone

Total Australian Non-Residential Investment Activity:

2012 - 2017
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Source: Cushman & Wakefield

A Strong investor interest continues - $34.1 billion in sales in 2017, up 14.0% on 2016 levels




CAPITAL FLOWS - 2017 Folkestone

Non-Residential Foreign Investment In Australia
By Country: 2017

$bn

International

Hong Kong

$1,561 $1.270
Germany
China $886
$1,474 d South Korea
$527
Singapore Other
$4.514 $1,923

Source: Cushman & Wakefield

A Foreign investment of $12.2 billion 1 36% of all transactions
A Asian lead the investments - $8.4 billion driven by Singapore and China




PZIAN

NON-RESIDENTIAL REAL ESTATE PERFORMANCE . Folkestone
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Non-Residential Real Estate Yields:

199571 2017
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Source: MSCI/PCA

A Cap rates at record lows i difference between 2007 and now is spread between bond yields
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NON-RESIDENTIAL REAL ESTATE PERFORMANCE «__ Folkestone

Drivers of Non-Residential Property Investment Returns:
1995 - 2017
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Source: MSCI

A Returns have been driven by cap rate compression rather than income growth
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NON-RESIDENTIAL REAL ESTATE PERFORMANCE Folkestone

Asset Class Returns:
Year to 31 December 2017
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* Direct = Property Council /PD Australian All Property Index, Unlisted = Mercer/IPD Australia Unlisted Core Wholesale PFI, Listed = MSCI Australia IMI Core RE Index, Equities = MSCI
Auwustralia IMI, Infrastructure = MSCl Australia Quarterly Unlisted Infrastructure Index, Bonds = J_P. Morgan, GBI Global, Australia, Unhedged index

Source: MSCI

A Unlisted real estate funds were the second best performing asset class
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NON-RESIDENTIAL REAL ESTATE PERFORMANCE  Folkestone

Non-Residential Real Estate Sectors:
Total Returns 2016 and 2017
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A Other real estate i healthcare, carparks etc. outperformed in both 2016 and 2017
A Retall lagged for the 2" year in a row
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CBD Vacancy Rate:
July 2017 and January 2018

m Jul-17 m Jan-18
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Source: Property Council of Australia

A Sydney and Melbourne have low vacancy rates
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OFFICE - CBD \_/ Folkestone

Sydney CBD Effective Rents:
201271 2017
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Source: JLL

A Rent growth increasing across both prime and secondary buildings
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TECHNOLOGY i CHANGING FACE OF RETAIL ' Folkestone
( ™
amazoncom

Challenges the economics of
established business models

Forces businesses to change their business models, often
to their detriment

Operates a broad ecosystem of products and services and
\ doesndét only make money seI)

)
«
—
2]
)

AAmazon in Austr al "We have been expecting this for a
be as easy as the long time. We have a healthy sense of
retailers there rolled over but they paranoia. We are not complacent

wonoét here. o around the competitive risks."

I Gerry Harvey: Harvey Norman I Rob Scott: Next CEO of Wesfamers,
News.com.au 26/04/17 SMH 20/04/17
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Source: Credit Suisse

A-REIT Average MAT Growth by Category:
December 20147 March 2018

Specialties

Mini Majors

mDec-14 BMar-14 @Jin-15 OSep-15 DODec-15

OMar-15 DOJun-16 @S

mJun-1/ mSep-17 @D

ep-16 ODec-16 BMar-17
ec-17 ®EMar-18

Department Stores

DDS

Department and discount department stores remain under pressure whilst growth from retail

services remains strong
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RESIDENTIAL i PRICES AND YIELDS __ Folkestone

Australian House Prices: Major Capital Cities:

20107 2018
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Source: Westpac

A Sydney house prices negative (-3.4% for the year) for 1t time since 2012
A Melbourne house prices continue to hold up (+3.7% for the year)
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RESIDENTIALT PRICES AND YIELDS ' Folkestone

Australian House Yields: Major Capital Cities:
2006 - 2018

Source: Corelogic. Morgan Stanley Research

A Rental yields are slowly lifting from record lows
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