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 The Fund invests in a portfolio of select Australian Real Estate Investment Trusts (A-REITs), aiming to deliver a total 

return, consisting of income and capital growth, above the S&P/ASX300 A-REIT Accumulation Index over the medium to 
long term. 
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How the listed property market performed 

An optimistic opening to 2023 saw equity markets bounce in 
January 2023, buoyed by China's emergence from COVID-19 
lockdowns, resilience within the Australian Economy and initial 
signs that inflation may finally be lessening across the developed 
world, driving a fall in bond yield levels. Volatility and uncertainty 
remain, and while the ongoing tightening of monetary policy from 
global central banks during the March 2023 quarter has continued 
to create pricing concerns for market participants, attention 
quickly shifted to the Banking sector following the collapse of 
several technology-focused banks in the US and the somewhat 
arranged takeover of major European Bank Credit Suisse by rival 
UBS. While the resulting headlines are worrisome, the underlying 
circumstances appear specific to these affected institutions and 
following swift action from relevant authorities any possible 
contagion risk has been limited to date. It does however indicate 
that volatility and uncertainty are likely to remain as the impacts 
from global monetary tightening play out. 

Within Australia, following further cash rate rises in February and 
March 2023, the Reserve Bank of Australia (RBA) finally held the 
cash rate unchanged at 3.60% in April 2023. Following a below 
consensus forecast Consumer Price Index (CPI) print in February 
2023 and the heightened recent market uncertainty over concerns 
in the international Banking sector, this pause in rate rises had 
largely been forecast by the market. Looking forward, the RBA 
suggested that some further interest rises may be required, 
however, this would be data-dependent, with the current pause 
allowing for the impact of prior interest rate increases on the 
economy to be assessed. It would appear, however, that the cash 
rate is nearing peak levels with average economist consensus (per 

Bloomberg) currently suggesting one further rate rise to come 
settling at a peak rate of 3.85%. This more dovish view on rates has 
transpired to a lowering in the forward yield curve with the 
prevailing 10-year Australian bond yield declining from 4.00% at 
the start of January 2023 to 3.29% as of 31 March 2023, lowering 
prospective borrowing costs. 

Looking forward, growth in the Australian economy is forecast to 
slow in 2023 albeit remain positive with economic forecasters 
currently assuming year-on-year Gross Domestic Product (GDP) 
growth of 1.7% in 2023, down from 3.7% in 2022 and 5.3% in 2021. 
Despite current below-average levels of consumer sentiment and 
business confidence, results from the NAB Monthly Business 
Survey (March 2023) support economic growth, observing that 
business conditions remain well above the long-run average, with 
robust demand and trading conditions elevated across states and 
sectors. 

Financial markets remain highly sensitive to macroeconomic 
headlines. Such volatility is likely to continue over the short term 
whilst global challenges and the impact and extent of monetary 
policy tightening play out. However, on the positive side, supply 
chain pressures seem to have subsided, inflation appears to be 
moving lower and interest rate levels look to be nearing a cyclical 
peak. Strong positive migration levels are currently being 
experienced which should assist workforce shortages and alleviate 
potential wage inflation fears that may otherwise continue to 
reinforce the existing high inflation data. Across commercial real 
estate, there remains somewhat of a disconnect between public 
and private markets, reflective of the perceived forward-looking 
nature of listed property sector pricing. While material asset 
valuation movements given the current higher interest rate 

Performance as at 31 March 2023 

 3 mths % 1 yr % 3 yrs % p.a. 5 yrs % p.a. 7 yrs % p.a. 10 yrs % p.a. Since inception % p.a. 
Distribution return 1.27 6.65 7.33 12.47 12.26 11.92 11.65 
Growth return (2.00) (19.99) 6.65 (9.02) (8.80) (4.80) (2.22) 
Total return (0.73) (13.34) 13.98 3.45 3.46 7.12 9.43 
S&P/ASX300 A-REIT Accumulation 
Index 0.32 (14.02) 14.20 5.19 4.58 7.96 10.07 

Inception date for performance calculations is 31 July 2011. 
Returns are calculated after fees and expenses and assume the reinvestment of distributions. Past performance is not a reliable indicator of future performance. 
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environment are yet to be seen, valuation pressures remain 
topical, although different property assets and sectors will be 
better positioned than others to weather potential challenges, in 
what is a continually evolving economic backdrop where investors 
reassess their expected property return hurdles. Should interest 
rates and cost of debt levels trend downwards as currently 
forecast, the associated impact of such commercial property 
valuation changes may be briefer and less noteworthy than recent 
negative news headlines would suggest. That being said, poorer 
quality properties in oversupplied locations and those properties 
with limited income growth and weakening security remain at 
greater risk, while those properties owned in highly geared 
structures are likely to experience a bumpier ride. 

For the quarter ending 31 March 2023, the Australian listed 
property sector, as measured by the S&P/ASX 300 A-REIT 
Accumulation Index (A-REIT Index), returned positive 0.3% 
underperforming the broader equities market as measured by the 
S&P/ASX 300 Accumulation Index which returned positive 3.3%. 
Over the year to 31 March 2023, A-REITs returned negative 14.0% 
compared to the broader equities market return of negative 0.6%.  

Over the quarter, Industrial A-REITs led the sector with returns of 
7.4%, although this was skewed by Goodman Group (GMG) which 
was up 8.2% for the quarter. Diversified A-REITs were flat for the 
3-month period, while Healthcare, Residential, Retail and Office 
A-REITs all recorded negative returns. Individually, the best-
performing property stocks for the quarter were Stockland Group 
(SGP), Goodman Group (GMG) and National Storage (NSR) 
returning positive 9.6%, 8.2% and 8.2% respectively. The laggards 
for the period were specialised agricultural REIT Rural Funds 
Group (RFF) which was down 15.8% as well as office-focused 
Cromwell Property Group (CMW), which posted a quarterly return 
of negative 15.1% following the announcement that one of their 
major Investors plans to exit various non-core investments, 
including Cromwell.  

February 2023 witnessed A-REIT reporting season with much of 
the sector providing half-year performance updates. Key themes 
to emerge include: 

 Limited asset value movements: Despite rising bond yields and 
interest rates, reported asset valuations across all sectors 
were largely resilient with positive average asset valuation 
movements across retail and industrial sectors, as market 
rental growth offset marginal increases in property yields. 
Reported valuations remain some way off that currently being 
reflected within individual stock pricing, implying a mismatch 
between investor expectations and valuation appraisals. Such 
pricing disconnect is most noticeable within the office sector, 
however recent transactional evidence following asset 
divestments from Dexus (DXS), could potentially alleviate 
some investor concerns with the reported proposed sale 
outcomes ahead of listed market implied discounts. 

 Retail rebound continues: Reported results for retail-focused 
stocks continued to show an ongoing improvement in sector 
metrics with increases in sales, visitation levels and basket 
size as consumers continue the post-COVID-19 spend. As a 
result, landlords reported improved leasing spreads and 
occupancy levels culminating in several retail-focused stocks 
issuing guidance above prior consensus levels. While 
challenges associated with increased costs of living on 
consumer spending patterns remain, following government 
and landlord support, retailers for the most part are in a better 
financial position than prior to the pandemic, improving 
rental income security and the ability for landlords to push 
through inflation-linked annual escalations. 

 Interest rates and gearing levels: Rising interest rates remain 
challenging for listed A-REITs and their ability to drive 
earnings growth. Despite the sector having increased hedging 
levels over recent months, the impacts of increased floating 
rates are likely to weigh on earnings for the balance of FY23 
and into FY24. Gearing levels in the main remain conservative, 
while some groups are seeking to divest assets to free up 
Balance Sheets should asset value declines materialise. 

 Mergers and acquisitions: Post reporting season Elanor (ENN) 
announced the acquisition of Challenger's $3.4 billion real 
estate funds management platform while HealthCo (HCW) 
and HMC Capital (HMC) outlined an agreement to acquire 
c.$1.2 billion Healthscope Hospital Portfolio, making 
significant advances in the scale of these businesses. 

The A-REIT sector is trading at a c.4.6% FY23 estimated dividend 
per share yield and a substantial c.-16% discount to last stated Net 
Tangible Assets (NTA) which excludes Charter Hall Group, 
Centuria Capital Group, HMC Capital and Goodman Group from the 
equation as these have a large portion of non-rental 
earnings/assets (i.e. development and funds management 
businesses) and their market pricing can deviate substantially 
from NTA backing. The A-REIT sector gearing sits at a manageable 
c.24%.  

 Outlook 

In general terms, returns over the past few years have been 
strongly influenced by substantial property yield compression and 
relative attractiveness to the long-term bond rate. In the short-
term market, volatility is likely to continue, however, we 
anticipate returns shall increasingly be guided by underlying 
property fundamentals. 

 
Top 10 A-REIT holdings 

Stock Portfolio  % 
Scentre Group Limited 10.53 
Dexus 8.00 
Stockland 7.79 
Goodman Group 6.47 
Vicinity Centres 6.45 
GPT Group 6.06 
Mirvac Group 5.24 
Centuria Industrial REIT 4.25 
Growthpoint Properties Australia 3.96 
Charter Hall Retail REIT 3.69 

Asset Allocation 

Asset class Portfolio % 
Listed Property 97.54 
Cash 2.46 
 
Important Information 

Units in the Australian Unity A-REIT Fund are issued by Australian Unity Funds 
Management Limited ABN 60 071 497 115, AFS Licence No. 234454. The 
information in this document is general information only and is not based on the 
financial objectives, situation or needs of any particular investor. In deciding 
whether to acquire, hold or dispose of the product you should obtain a copy of the 
current Product Disclosure Statement (PDS) and Target Market Determination 
(TMD) and consider whether the product is appropriate for you. A copy of the PDS 
and TMD are available at australianunity.com.au/wealth or by calling our Investor 
Services team on 1300 997 774. Investment decisions should not be made upon 
the basis of the Fund's past performance or distribution rate, since each of these 
can vary. The information provided in the document is current at the time of 
publication. 

 


