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BDO acknowledges Aboriginal and

Torres Strait Islander Peoples as the First
Australians and the Traditional Custodians
of Country across Australia.

We recognise their continuing connection
to land, sea and community, and pay our
respects to Elders past and present.
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Over the course of our 30 years of analysis, we have seen Australian real estate investment trusts (A-REITs) develop into a
mainstay public equity market with deep liquidity. First introduced in 1971 with the listing of The General Property Trust —
today the GPT Group — A-REITs (formerly known as Limited Partnership Trusts) would soon grow in popularity, mirroring

Findings from BDO in

Australia's 30th annual
survey of Australian Real
Estate Investment Trusts

their US counterpart's success. Now in 2024, A-REITs have become an integral sector of Australian public markets and

1990-1994

» The 1991 recession gave rise

to bank debt crises where
commercial property values
declined by as much as 40 per
cent and office vacancies were
as high as 20 per cent

The decline of record high cash
rate from 17.50 per cent to 4.75
per cent spurred investment

in more heavily geared asset
classes such as real estate

stand as one of the largest REIT markets in the world.

1995-2000

» Significant merger and

acquisition (M&A) activity in
the REIT sector assisted with
growing scale for the purposes
of attracting institutional
capital in the form of
superannuation funds

Stockland pioneered the first
internal management structure
and stapled security

In honour of our 30th edition of BDO's annual survey of Australian real estate investment trusts, we've outlined a timeline
of key developments within the A-REIT market which have shaped the sector today.

2000-2010

» The number of listings

continued to increase as the
number of publicly listed
A-REITs reached 71in 2006

Sector-wide leverage reached

a peak of 45 per cent, causing
dislocations in valuations as
covenants were tightened by
major lenders during the Global
Financial Crisis (GFC), forcing
many managers to sell at
significant discounts

The ASX200 REIT Index fell
by approximately 73 per
cent between July 2007 and
February 2008

2010-2020

The A-REIT market recovered
from the GFC, consolidating
and gathering foreign capital
By 2016, A-REITs had
developed an average return
of 21% post-GFC, nearly
doubling the returns of the
All Ordinaries

A-REITs had the lowest costs
of capital recorded

More A-REITs shifted to an
internal management structure
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1990-1994

The early 90s saw Australia's economy pivot out of what

Paul Keating dubbed “the recession we had to have". The
deregulation of the 80s resulted in previously unseen credit
access, contributing to a construction and lending boom.

The subsequent 1991 recession gave rise to a bank debt crisis
where commercial property values declined by as much as

40 per cent and office vacancies were as high as 20 per cent.
As AREITs began searching for further access to capital and
investors divested from private markets, the A-REIT market
leapt forward. 1993 became a transformative year across

both the US and Australian REIT markets as investors gained
appetite for listed trusts. This was driven by the desire for real
estate exposure separate to unlisted trusts which had recently
suffered from the lending bubble. The cash rate came down
from its historic high of 17.50 per cent and public markets were
quick to rediscover the A-REIT. In 1994, BDO began publishing
our annual A-REIT survey with the intention of providing
valuable insights derived from our deep sector expertise.

1995-2000

The growing popularity of REITs as an asset class and the
increase in public listings also saw the advent of asset diversity
within investment platforms. This was a stark contrast to the
past popularity of category focused opportunities. Growth

up to the year 2000 was underpinned by institutional capital
and lower cash rates. The late 90s also saw significant M&A
activity as smaller A-REITs were driven to inorganic growth

to gain the scale necessary to attract institutional capital,
interest from rapidly growing super funds, and to decrease
costs of capital. The debate around external management and
internal management through stapled securities also took
centre stage during this period, with Stockland pioneering
internal management domestically.

This debate continues to this day.

2000-2010

In the prelude to the GFC, leverage became critical to A-REIT
out-performance. The early 2000s was subject to continued
consolidation, and most of the domestic supply of high-quality
assets was securitised. At the beginning of the ‘noughties’,
most A-REITs operated within a leverage ratio range of 15

to 20 per cent. Attracted to the diversification benefits,
superannuation invested roughly 12 per cent of its $650 billion
war chest into Australian securitised property. Leverage crept
up to an average of 45 per cent in 2007, before normalising

in the early 2010s to between 30 to 35 per cent. Although
driven by higher returns, leverage also assisted in paying the
mandatory 90 per cent of taxable income as distributions.
When valuations declined and covenants were tightened by
major lenders, many asset managers were forced to sell at
significant discounts, a familiar recessionary narrative. During
the period, A-REITs cumulative market capitalisation declined
by approximately 40 per cent and the ASX 200 A-REIT Index
closed 73 per cent from a peak that has not been reached
since. The period also marked over $14 billion raised across

82 initial public offerings (IPOs) from 1994 to 2008, making
A-REITs the largest sector in Australia in terms of primary
issuance of public equity. The period also marked an increase
of A-REIT volume from 17 A-REITs in 1988, to a peak of 71

in 2006. The decade closed with dilutive capital raisings

at discounted prices and a handful of key exits such as the
collapse of Centro Properties, the second largest player at
the time.

2010-2020

The after-effects of the GFC were sharp, however A-REITs still
outperformed the Australian equity market. By 2016, A-REITs
had developed an average return of 21 per cent post-GFC,
nearly doubling the returns of the All Ordinaries. The 2010s
were characterised by low costs of capital, and a shift to
internal management which guided prudent leverage and
debt restructuring. The outbreak of the COVID-19 pandemic

in early 2020 changed the A-REIT landscape with fundamental
shifts occurring by way of remote working, consumer brick and
mortar shopping behaviour, and supply chain management.

In detail — 30 years
of A-REIT market

developments
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FY24 themes -
Achieving growth
through innovative
investment

During the 2024 Financial Year (FY24), the A-REIT sector
continued to rebound from the impacts of the COVID-19
pandemic.

This survey tracks the listed Australian property industry over
FY24 by ranking the S&P/ASX 200 against A-REIT Index trusts
(A-REIT Index) using key financial and investment indicators.

Our analysis reveals that in FY24, the A-REIT Index
outperformed the S&P/ASX 200 Index by 12.1 per cent, yielding
a total return of 19.9 per cent. This performance was a reflection
of the substantial returns achieved by a couple of the A-REIT
sectors while the office and diversified sectors performed poorly,
delivering negative returns for FY24. These were significantly
compensated for by the industrial and retail A-REITs, with
Industrial doing the heavy lifting.

The A-REIT Index experienced a varied start to FY24, surging

by approximately 5 per cent in July 2023, only to plummet
approximately 16 per cent by October 2023. This downturn
was primarily driven by continual increases in the RBA cash rate
target and subsequent increases in bond yields. In the prior 15
months, the RBA increased their cash rate target from 0.10 per
cent to a 12 year high of 4.35 per cent.

The latter half of FY24 witnessed a period of stabilisation within
the sector as industry participants became accustomed to the
new norm. Despite the challenges, our findings have uncovered
pockets of strength over the past year, with three pivotal
themes we anticipate will continue to exert influence on the
performance of A-REITs throughout the current financial year.
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1. A-REITs optimise portfolios in the face of new

economic environment

FY24 was a year that showcased A-REIT managers' ability to
navigate new waters. Increases in the costs of financing, a
new approach to how workers use the office, a housing crisis,
and a burgeoning alternatives sector have caused managers
to reevaluate their portfolios. 2024 is far from the investment
environment that 2019 was and trends that were new in 2019
have settled, giving way to strategic revisions.

These strategies have been varied, innovative, and have pivoted
office assets. Across the diversified platforms, office assets

have been selectively recalibrated to pursue new strategies.
Non-prime office assets have been written down and managers
have been presented with an opportunity to recycle capital into
niche alternatives, to make industrial plays, or to pay down
debt principal where necessary. Although not in the purview

of A-REITs, some managers, such as Centuria, have sought to
benefit from the rate hikes by investing into their own private
credit platforms.

Joint ventures and capital partnerships have also risen in
popularity to diversify recycled capital and be better placed to
take advantage of new alternatives opportunities outside of
more traditional avenues such as office, industrial and retail.
They also present a chance to engage foreign players eager to
gain geographic exposure, and private players keen to develop
relationships with larger public platforms.

Across many platforms, A-REITs are revising their short to
medium term strategies to find what makes the most sense in
this new landscape.




8  A-REIT Survey 2024 | BDO in Australia

2. A-REITs confront refinancing risk

Historically, the A-REIT sector has used greater leverage than

other sectors as real estate assets are tangible. For the past 15 REIT Breakdown Amount refinanced
years, it's been relatively easy to roll over commercial debt, and

A-REITs have secured favourable terms thanks to low interest

rates. However, rising interest rates from the RBA and a looming Growth Point Properties Tenor extension and covenant alteration $420m

debt maturity have now increased refinancing risks. As of

April 2024, approximately 35 to 40 per cent of all Australian

commercial real estate loans were due in less than 12 months. $300m, term facility tenor extension

) ) - ) HomeCo Daily Needs $655m
This concentration of maturing debt, or debt maturity wall, may $355m, revolver facility, tenor extension
lead to a funding shortfall, requiring equity injections to bridge
the gap.
National Storage REIT All existing facilities set to expire in FY25 were extended Unspecified

Refinancing risk is a significant concern for A-REITs, particularly
in the current economic climate. Many A-REITs have been

proactively refinancing their debt to better manage their ASX-CIP - $100m, tenor extension
financial obligations. The table below highlights some of the Centuria ' ' - $962m
more significant refinancings that have occurred during FY24. ASX:COF - $862m, unspecified

The success of these refinancing efforts has been mixed, with
some A-REITs pushing out term loans, others renegotiating and
extending revolvers, and some adding more debt in exchange

ASX:CLW - $820m, tenor extension and covenant alteration

for extending facilities. Charter Hall ASX:CQE - $710m, tenor extension and covenant alteration $2,550m
This widespread refinancing activity underscores the importance ASX:CQR - $1,020m, tenor extension and covenant alteration

of effective capital allocation and financing management

functions, which have significantly improved since the GFC Goodman Group *Unspecified $8100m

and despite the challenges, demonstrating the resilience and
adaptability of A-REITs in managing their financial obligations.
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3. Alternative assets continue to be a strong-point

for A-REITs

Last year in FY23, A-REITs looked towards alternative real
estate assets when conventional assets were underperforming.
The main areas of investment were data centres and student
accommodation, as both assets are undersupplied in the
Australian market. For certain assets and some fund managers,
this strategy brought great success, which in turn, encouraged
the sector to funnel more recycled capital into alternative

real estate assets in FY24. FY24 also saw build-to-rent (BtR)
continue to gather momentum, as some A-REITs increased
their investment into this space.

Data centres have continued to be a high performing asset

for fund managers, as local demand continues to grow on

the back of the increase in popularity of cloud storage and
artificial intelligence (Al). Goodman Group, which saw a 73 per
cent increase in share price in FY24, committed to redevelop
multiple real estate assets across the country into data centres
to continue building their successful data centre portfolio.
Student accommodation also continues to be a strong point of
investment, with fund managers taking advantage of a market
with a much lower supply than demand. However, with the
new government cap on international students set to be
implemented in FY25, fund managers will need to
re-consider the markets needs from 2025 onward.

BtR has seen increasing interest from A-REITs in FY24 due

to several factors including the land tax benefits, flexible

lease arrangements, affordability to consumers, higher rental
yields, and a shift in demand from buying a home to renting.
Although BtR assets only equate to 0.2 per cent of the
residential sector, construction and investment is gradually
expanding with some property experts predicting a 400 per
cent increase in the quantity of BtR assets by 2028. However,
there are major concerns regarding a 30 per cent withholding
tax on foreign investors which is currently creating uncertainty
around BtR assets. With a more certain tax landscape, BtR has
great investment potential with a lot of interest from both
local and international investors.

Sebastian Stevens
Partner, Deal Advisory
National Leader,
Transaction Services
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2024 A-REIT rankings

Unibail- National Charter Hall Dexus
Rodamco- Storage REIT Group Industria
Westfield REIT

Ingenia Scentre Vicinity Centuria Dexus
Communities Group Centres Industrial Convenience
Group REIT Retail REIT
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2024 A-REIT rankings continued

11 Charter Hall Retail REIT 23 Mirvac Group

12 The GPT Group 24 Abacus Storage King

1 3 Hotel Property Investments 25 Garda Property Group

14 Rural Funds Group 26 Healthco Healthcare and Wellness REIT
15 Elanor Commercial Property Fund 27 Aspen Group

16 Stockland 28 Charter Hall Long Wale REIT

17 Arena REIT 29  BWPTrust

1 8 REGION GROUP 30 Aims Property Securities Fund

19 Centuria Office REIT 31 Ram Essential Services Property Fund
20 Homeco Daily Needs REIT 32 Charter Hall Social Infrastructure REIT
21 Dexus 33 360 Capital Group

22 GDI Property Group 34 Carindale Property Trust

35 Australian Unity Office Fund

36 Wotso Property

37 Waypoint REIT Ltd

38 US Masters residential property fund
39 Growthpoint Properties Australia
40  Cromwell Property Group

41 360 Capital REIT

42 Abacus Group
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Key findings in 2024

A-REIT sector price return

The S&P/ASX A-REIT 200 Index returned 19.9 per cent in FY24, outperformed the broader
market Index (ASX 200 Index) by 121 per cent by year end. This outperformance was largely

bolstered by dovish interest rate expectations, resilience in the property market, and significant
gains in the industrial sub-sector.

Figure 1: S&P/ASX A-REIT 200 Accumulation Index VS S&P/ASX 200 Index
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Source: CapitallQ and BDO analysis
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Individual category performance

While industrial and retail sub-sectors outperformed FY23, all other sub-sectors underperformed
compared to the previous year, with the office category performing the worst with =18.9 per
cent (FY23: -13.9 per cent), followed by diversified with -5.3 per cent (FY23: -4.2 per cent), retail
with 6.8 per cent (FY23: -0.8 per cent), and industrial with 69.7 per cent (FY23: 12.4 per cent).

Figure 2: 2024 A-REIT sector price returns
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» Goodman Group (1)
» National Storage REIT (3)
» Dexus Industria REIT (5)

Top 3 A-REITs

in industrial

On the back of a stellar FY23, the industrial sub-sector went from strength to strength in FY24. FY24
was an exceptional year for the sub-sector, with an annual increase of 69.7 per cent. Returns were
robust throughout the year, as the sub-sector rallied despite continued increases in borrowing costs
and stubborn inflation.

Growth in the sub-sector was primarily driven by an increase in e-commerce adoption, data centre
demand, and on-shoring of production and assembly. In the wake of global supply chain uncertainty
caused by the COVID-19 pandemic, businesses have shifted their supply chains from global to local
where possible, leading to a large demand for more premium industrial spaces. While some of this
demand died down and vacancy rates increased in the second half of the financial year from 0.6 per
cent to 1.9 per cent, this did not deter investors as it was heavily offset by increases in rent.

» Centuria Office REIT (19)
» Dexus (21)
» Wotso Property (35)

Top 3 A-REITs

in office

Following multiple years of poor performance, the office sub-sector has seen another difficult
year, performing the worst of the four sub-sectors in FY24 with an annual return of -18.9 per
cent. The sub-sector experienced a large drop in Index value between July 2023 and October
2023 before a volatile run to the end of the financial year, closing the period with the index at
$541.63 in October.

The office sub-sector has continued to battle the structural changes of work from home,
which has continued to decrease the demand for office space. Together with high inflation
and increasing interest rates, the office sub-sector has struggled to regain momentum. Many
investors and A-REIT managers are shifting their focus and capital into other areas, with some
office spaces being converted into residential spaces.
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Top 3 A-REITs
in retail

» Unibail-Rodamco-Westfield (2)
» Scentre Group (7)
» Vicinity Centres (8)

The retail sub-sector was the second highest returning sub-
sector, with the Index increasing in value by 6.8 per cent over
FY24. Despite this, the return in this sub-sector was subdued.
Stubbornly high interest rates led to muted consumer
confidence and lower foot traffic than past years, resulting in
a consumer confidence index low of 82.2 in May 2024 and
closing out FY24 at 83.6. This was felt particularly hard in the
discretionary goods segments as consumers shifted towards
value-conscious shopping with strong patronage at outlet
centres and grocery stores.

While reduced consumer confidence affected cash flows for
retailers, property owners and operators with inflation-linked
rental agreements were able to increase rents in line with CPI,
providing earnings resilience. For example, Charter Hall Retail
REIT reported a like-for-like net property income growth of 3.6
per cent with net lease retail like-for-like growth at 5.5 per cent.

Operators within the convenience retail segment showed
remarkable resilience as consumer spending in convenience
retail remained strong. This was driven by continued leasing
activity, which was a common theme among the retail sub-
sector. During FY24, Vicinity Centres reported negotiations

on over 2,000 leases, with a retention rate of 74 per cent and
an increase in portfolio occupancy to 99.3 per cent. Similarly,
Charter Hall Retail REIT completed 313 speciality tenant leases
with positive leasing spreads.
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Premium/discount to Net Tangible Assets (NTA)

The median discount to NTA for A-REITs in FY24 was —17.8 per
cent, implying current unit price valuations are not reflective
of the underlying assets held by the A-REITs. There were nine
A-REITs that traded at a premium to NTA and the largest
premia was Goodman Group at 304.2 per cent.

Gearing levels

A-REITs continue to maintain lower gearing levels, with an
average 28.1 per cent gearing in FY24. This is aligned with the
sector’s long-term gearing levels of c.30 per cent.

The weighted average cost of debt for the A-REIT sector grew
as the fiscal year came to a close and averaged 4.3 per cent.

Capital raising

Global transactions were severely muted during FY24.

The increased cost of borrowing drove the cost of capital

to the point where investment became unattractive. This,
coupled with global macroeconomic uncertainty drove total
transaction volume down to $2.5 billion in FY24 from $3.8
billion in FY23.

Despite this, average transaction volume increased from
¢.$252 million in FY23 to ¢.$312 million in FY24. However, this
was mostly buoyed by Abacus Storage King's $1.3 billion spin-
off from Abacus Group in August 2023.
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Goodman
Group

(@ HIGHLIGHTS

Goodman Group (ASX:GMG) is a global
provider of essential infrastructure, focusing on
owning, developing, and managing logistics and
data centre properties in key urban locations.
Goodman Group operates across five continents
and 13 countries, with a portfolio valued at $78.7
billion as of 30 June 2024. Goodman Group is
committed to sustainability, innovation, and
community engagement, aiming to deliver high-
quality infrastructure solutions that support the
digital economy's growth.

[]:9-9 304% premium to NTA

Annual report insights

High occupancy rates and significant development activity enabled Goodman Group to report
an operating profit of $2,049.4 million, marking a 15 per cent increase from the previous year.
The Group has strategically positioned itself as a key global provider of essential infrastructure
for the digital economy, with a focus on logistics and data centres, which now constitute 40 per
cent of its work in progress. Looking forward, Goodman Group anticipates continued growth in
these sectors and is actively negotiating new data centre projects, with substantial new starts
expected by the end of FY25.

75% one-year return 68% three-year return
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Unibail-Rodamco-Westfield (ASX:URW) operates Annual report insights
as a global leader in the commercial real
estate sector, specialising in the development,
management, and ownership of premier
shopping destinations. As of 30 June 2024, 86
per cent of the $78.9 billion portfolio is shopping
centres, with the remainder comprising offices,
convention & exhibition and services. Unibail-

° ° Rodamco-Westfield has a significant presence
U n I ba I l- in major cities across two continents, managing
iconic retail centres. Unibail-Rodamco-Westfield

ROd a m co - currently employs 2,600 staff and own 771
f. ld shopping centres across 12 countries.
Westfie

During FY24, Unibail-Rodamco-Westfield optimised their existing portfolio through strategic
divestments such as the sale of its 50 per cent interest in the Ursyndw Joint Venture in

Poland. Total disposals since 2021 have contributed €5.1 billion to net debt reduction, proving
management'’s commitment to optimising their balance sheet. Further, CEO Jean-Marie Tritant
stated that strong operational performance was supported by dynamic leasing activity and the
positive effects of inflation indexation, allowing the group to beat the 2024 targets they had set
themselves.

(@ HIGHLIGHTS 118% one-year return 48% three-year return 2 67%liquidity
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National Storage REIT (ASX:NSR) is Australasia's
largest self-storage provider, managing 254
centres containing 120,000 storage units across
over 1.3 million square meters of net lettable
area (NLA) in Australia and New Zealand.
National Storage REIT's operations encompass
self-storage, business storage, climate-controlled
wine storage, vehicle storage, and additional
services such as packaging supplies and

National
Storage REIT

Annual report insights

National Storage REIT has four core pillars to their business, being organic growth, acquisitions,
developments & expansions, technology & automation, and sustainability.

During FY24, National Storage REIT built upon these pillars by optimising occupancy rate growth
on an individual centre basis, enacting 14 new acquisitions and 10 development sites into their
portfolio, developing and implementing innovative technology such as 24-hour Al chat services
and creating the goal to reduce and offset Scope 1and 2 emissions by 2030.

(§ HIGHLIGHTS 2 2% premium to NTA

32% three-year return 2% increase in NTA
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Charter Hall
Group

(@ HIGHLIGHTS

Charter Hall Group (ASX:CHC) is a leading
Australian REIT which was founded in 1991.

It manages a diverse portfolio of high-quality
assets across Australia, with a strong focus on
sustainable and long-term value creation. The
company operates through various managed
funds and partnerships, offering institutional,
wholesale, and retail investors opportunities
in commercial property. Charter Hall Group
is recognised for its strong relationships

with tenants and investors, strategic asset
management, and its commitment to
environmental, social, and governance (ESQ)

principles, which underpin its ongoing success in

the real estate sector.

E 14% operating cash yield

Annual report insights

Charter Hall Group differentiates themselves from their peers through five key avenues being,
product innovation, scale and diversification, transaction origination, talent attraction and
retention, and through building deep, trusted relationships with tenants. These points of
differentiation allow them to continue to deliver stellar results to investors, exhibited by a 11.6
per cent post-tax growth in earnings per annum and distribution growth of 6 per cent per annum
between FY19 and FY24.

2, 172% premium to NTA 2, 85% liquidity
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Dexus Industria REIT (ASX:DXI) has a portfolio
worth $1.6b in assets, primarily comprising

of industrial properties. The REIT boasts four
decades of expertise in the real estate and
infrastructure investment, funds management,
asset management, and development. On the
back of strong occupancy rates and high demand

in the industrial sub-sector, the REIT currently
holds an impressive 99.3 per cent occupancy rate

D exus across its portfolio.
Industria REIT

Annual report insights

Over the past five years, DXI's portfolio has grown from $739 million to $1.4 billion with
performance over this period driven by value-accretive acquisitions and strategic capital
recycling. They have enhanced the portfolio via development projects located in core markets
across Sydney and Perth (with circa $163 million remaining spend on the development pipeline).
They have also undertaken portfolio repositioning towards high-quality industrial assets, which
now represent 89 per cent of the portfolio by value, and which benefit from strong tailwinds
underpinned by population growth and increased e-commerce penetration. Finally, they have
invested in a smaller-suite strategy at Brisbane Technology Park which represents 11 per cent of
the portfolio and continues to attract interest from a diverse range of tenants.

@ HIGHLIGHTS 15.7% one-year return

2 20% gearing ratio 3.8% weighted average interest rate
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Ingenia
Communities
Group

(@ HIGHLIGHTS

Ingenia Communities Group (ASX:INA) owns

and operates 91 communities and sites, five
additional sites owned through joint venture, and
five additional communities owned through the
Group's managed funds. The Group's portfolio
totals $2.5 billion, with the majority consisting
of lifestyle rentals, and holiday destinations. The
portfolio of properties are situated across the
Australian east coast.

41.3% premium to NTA

Annual report insights

The twelve months to 30 June 2024 delivered total revenue of $472.3 million for Ingenia
Communities Group, up 20 per cent on the prior year. The Group settled 370 turnkey homes (30
Jun 2023: 318 homes) delivering a gross new home development profit of $89.4 million (30 Jun
2023: $65.5 million). A further 88 homes were settled within the joint ventures (30 Jun 2023:
46 homes), achieving a combined total of 458-turnkey home settlements during the year (30
Jun 2023: 364 homes). Holidays income grew by 7 per cent to $134.8 million (30 Jun 2023:
$126.4 million) mainly due to an increase in tourism rental income which increased by 8 per cent
to $105.1 million (30 Jun 2023: $97.3 million). Lifestyle Rental income increased by 13 per cent
to $86.5 million (30 Jun 2023: $76.8 million), driven by the growth in residential rental income
which grew by 10 per cent to $68.3 million (30 Jun 2023: $62.3 million).

22.9% one-year return D% 68.9% liquidity
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Scentre Group (ASX:SCG) is an Australian

and New Zealand shopping centre and retail
company that operates under the Westfield
brand. The Group owns and operates 42
Westfield destinations, 37 of which are in
Australia and New Zealand, boasting an asset
under management (AUM) of $49.8 billion. Of
that $49.8 billion, the Group ownership interest
equates to $34.3 billion.

Scentre Group

(@ HIGHLIGHTS 39.2% three-year return

Annual report insights

Scentre Group benefitted from an all-round improved performance across FY24, delivering 5.5
per cent speciality rent escalations and a 30 basis points (bps) improvement of occupancy up to
99.3 per cent. The overarching strategy for the year was driven by prudent capital management
to ensure apt liquidity for both financial obligations and a development pipeline in excess of $4.0
billion. Site visits steadily grew at an additional 6 million visits, a 1.9 per cent improvement on
the previous period. Westfield membership also increased by 0.6 million, up from 3.5 million

in the previous period. Key projects currently include an expansion to Westfield Sydney, and
Westfield Tea Tree Plaza.

%

@ 5% premium to NTA > 29.7% liquidity




26 A-REIT Survey 2024 | BDO in Australia

Vicinity Centres (ASX:VCX) is a leading
Australian retail property group with a fully
integrated asset management with over 50
shopping centres valued at ¢.$15.0 billion, and
assets under management of $24.0 billion.
Vicinity operates 2.4k in gross lettable area
directly across the country, making it the second
largest shopping centre operator in Australia.

Vicinity
Centres

(@ HIGHLIGHTS 18.2% three-year return

Annual report insights

FY24 saw significant portfolio optimisation, with Vicinity negotiating a handful of key

leasing arrangements to deliver average fixed annual rent escalation of 4.8 per cent in new
arrangements. Over 230 vacant shops were filled, leaving occupancy at 99.3 per cent, its highest
point since 2019. Vicinity also executed a handful of acquisitions and developments of prime
retail space, including the completion of a 20,000 sqm office tower on top of their flagship
Chadstone asset.

(5) 47% tax advantage distribution jﬁ 43.5 GWh solar energy generation
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Centuria Industrial REIT (ASX:CIP) is the largest
pure play industrial REIT in Australia. The
company's portfolio includes 89 industrial assets
worth a total of $3.8 billion. Their strategy is
focused on industrial and logistics in-fill, and
they have an additional $1 billion worth of value
accretive development opportunities in the
pipeline.

Centuria
Industrial REIT

Annual report insights

Centuria Industrial REIT has benefitted from significant releasing spreads and asset appreciation,
which has propelled it into our top 10 for the first time. Across its REIT platforms, Centuria
focuses on providing a full-in house service to its assets, from leasing to development to
transactions and property managers. This approach has allowed Centuria Industrial REIT to pivot
quickly into some of the highest quality assets domestically, and empowered the company to
deliver a 6.5 per cent net operating income (NOI) growth.

@ HIGHLIGHTS 13.7% three-year return

5.2% appreciation of investments ‘ﬁg 33.1% gearing
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Dexus
Convenience
Retail REIT

(§ HIGHLIGHTS

Dexus Convenience Retail REIT (ASX:DXC) is

a $741 million portfolio of 100 service station
and convenience retail properties located across
Australia, however concentrated on the east
coast. The company targets high-quality, long-
term tenants and their tenant base includes
major convenience brands such as Chevron,
7-Eleven, and Viva Energy. The convenience retail
sub-sector has proven to be relatively resilient
compared with other forms of retail during
periods of economic uncertainty, such as the
COVID-19 pandemic.

G) 100% tax advantage distribution

Annual report insights

Dexus Convenience Retail REIT attributes their consistent out performance due to strong
business fundamentals including value-accretive acquisitions, capital management discipline,
tenant quality and diversification, a valuable land bank, and property enhancement initiatives.
Of note, 95 per cent of their income is derived from major national and international tenants,
with the top tenant, Chevron, representing 34 per cent of income. Further, Dexus Convenience
Retail REIT acquired 54 assets valued at $418 million since December 2021 at an average yield
of 6.0 per cent and a weighted average lease expiry (WALE) of 12.1 years.

14% one-year return ﬂE 7% distribution return




29 A-REIT Survey 2024 | BDO in Australia

A-REIT insights

We are proud to present valuable insights from senior management from some of the REITs featured in this year's survey of A-REITs. These insights provide a valuable understanding of how the
industry is approaching sector challenges and their outlook for the sector.

ARENA REIT
Rob de Vos, Managing Director

What have the market conditions been like over the last 12
months and have there been any observable trends that have
affected your REIT?

Whilst this economic environment has been challenging for
Australian individuals, families and businesses, the essential
nature of the services that our tenant partners provide has
underpinned resilient outcomes across their businesses and
Arena’s portfolio.

At a group level, Arena entered the higher inflation/higher
interest rate environment from a position of comparative
strength. Relatively low gearing, high levels of interest

rate hedging and annual rent escalations in the majority of
Arena’s leases captured the higher inflation outcomes. This
underpinned our ongoing delivery of our investment objective
of delivering predictable distributions to our investors with the
prospect for growth.

What is the direction of the REIT market, and what does the
next 12 months look like for your REIT?

Over the last decade there has been a growing awareness
of the strong macroeconomic themes underpinning the
increasing need of essential community services and the
specialised infrastructure to accommodate those services.

Early learning and healthcare services are integral to economic
stability and improving community outcomes, and it is those
positive themes that underpin Arena’s portfolio value and
investment objective.

Looking forward, Arena remains well positioned to navigate
ongoing and emerging economic challenges with a portfolio
that is exclusively invested in essential social infrastructure
property, profitable tenants, solid rental growth, ongoing
disciplined cost management, and a balance sheet that

has increased capacity that will allow us to pursue new
opportunities that are consistent with our purpose and
investment objective.

We also have a recently expanded and experienced
management team with strong industry relationships and
expertise that will assist us in sourcing new opportunities in a
disciplined manner.

What has been the overall trend of the market over the last
30years? Have there been any events that have affected
your REIT's corporate story?

Arena has a deep connection to its purpose of creating Better
Communities, Together and is focused across all business
strategies to deliver on our investment objective.

We have a clear understanding of who our stakeholders are
and continue to seek new ways to improve the manner in
which we serve them.

Whilst much has been achieved in the 12 years since Arena was
listed on the ASX, including strong risk adjusted returns and
positive engagement with our capital providers, meaningful,
mutually beneficial relationships with our growing base of
tenant partners, and material progress on sustainability
programs that are embedded across all business strategies and
using our own learnings to positively influence others.

-
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CENTURIA CAPITAL GROUP
Jason Huljich, Joint CEO

What have the market conditions been like over the last 12
months and have there been any observable trends that have
affected your REIT?

FY24 continued to provide a challenging operating environment
with macroeconomic headwinds, including a high inflationary
and interest rate environment coupled with slow GDP growth,
impacting valuations and cost of debt. However, a significant
volume of leasing deals in addition to prudent, proactive capital
management initiatives have placed our REITs in good stead.
Centuria is the manager of Australia’s largest listed pure-play
office and industrial funds, Centuria Office REIT (ASX: COF) and
Centuria Industrial REIT (ASX: CIP).

What is the direction of the REIT market, and what does the
next 12 months look like for your REIT?

FY25 may signal the beginning of a turning point in this
macroeconomic cycle. We've seen some institutions lower
term deposits in anticipation of interest rate cuts — the latter
having a positive effect on REITs by lowering the cost of

debt and providing more liquidity to capitalise on market
opportunities. This is anticipated to have a positive impact on
capital transaction activity.

What has been the overall trend of the market over the last
30years? Have there been any events that have affected
your REIT's corporate story?

In the past five years alone, Centuria has grown AUM
exponentially — from $6.2 billion in FY19 to over $21 billion in
FY24, providing a 28 per cent total compound annual growth
rate (CAGR). Approximately a third of our real estate platform
comprises of listed funds and the remaining two-thirds
unlisted funds.

In short, during this five-year period of high economic
instability and uncertainty, Centuria has demonstrated
continuous growth. In the past year alone, we have
maintained the size of our assets under management, which
is a meaningful feat in the current operating environment. It
underlines the relevance and foresight in having a diversified
platform by real estate sector, fund type, investor profile,
geographical reach and sources of income.

Our diversification has been achieved through a
complementing dual strategy of inorganic growth (M&A
activity), which provides a runway for organic growth

(real estate transactions). Our corporate acquisitions are
characterised by securing an early mover advantage in an
alternative sector that benefits from strong tailwinds, limited
competition and the ability to scale significantly. Within
recent years, M&A activity has benefitted our unlisted
platform. However, our first significant corporate acquisition
was the purchase of several listed and unlisted funds from 360
Capital, which were transformed into CIP back in 2017.

We will focus on further scaling our real estate verticals -
across office, industrial, large format retail, daily needs retail,
agriculture and real estate private credit - to unlock income
streams, providing clear points of difference for investors and
compelling returns to our securityholders. Centuria benefits
from an experienced management team who maintain a
disciplined, strategic approach to capital management with
the aim of continuing our upward growth trajectory as
financial markets stabilise.
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Macro overview

FY24 was a year of much-needed improvement, but it wasn't
easy for the economy, either at home in Australia, or globally.

GDP growth stood at 1.5 per cent, off the long run average
of 3.35 per cent, pushing Australia into the longest per capita
recession on record at six consecutive quarters.

With the steepest rate hikes since the 90s, central banks
watched patiently to see when the hawkish monetary regime
would take effect. IQ2, the RBA increased the cash rate by

25 bps points up to 4.35 per cent, where rates have since
remained. Globally, rates have softened elsewhere, with the
European Central Bank lowering by 25 bps over the FY24
period.

Simultaneously, headline inflation for the Australia market had
a significant decline, coming down to an annualised rate of 3.1
per cent for the period, down 470 basis points from its high

of 7.8 per cent in Q4 FY22. As it stands, global interest rates
appear to have peaked, however advanced economies are still
working through difficulties in the final stretch of pandemic
sourced inflation.

In the backdrop of monetary policy mechanics, the cost-of-
living crisis has continued to weigh on consumers. House
rents have risen by 11.1 per cent and unit rents have risen

by 8.6 per cent over the period (Source: Domain). This has
spurred on legislative pressures to encourage BtR projects as

one of many initiatives to fill the residential supply and has
provided motivation for asset managers to continue to focus
on alternative investments.

With cash rates holding steady, many A-REITs have seen
opportunities to restructure, refinance and issue capital.
However, as inflation rates improve, and global rates recover,
we expect financing costs to marginally decrease over the
next financial year and slowly give way to a new monetary
environment.
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Method of ranking

1. Explanation of criteria and ranking

A brief explanation of each criterion used to rank REITs in the
2024 survey is provided below.

1.1 Financial criteria
» Operating cash yield on average net assets

Calculated by dividing operating cash flow (including interest
expense) by the average of opening and closing net assets for
the period.

The financial year end of the entity has been used in all cases,
except for 31 December entities, where 30 June 2024 figures
have been sourced from half year reports.

Where accounts have been prepared for a period of less than
one year, the operating cash measure has been annualised.

» Distribution return on investment

Calculated by dividing the distribution per security paid for the
entity's financial year by the average ASX price of the security
through the year. The average ASX price is calculated on a
daily closing price basis, with prices sourced from S&P Capital

Q.

Where accounts have been prepared for a period of less than
one year, the distribution has been annualised.

» Tax deferred distribution component

The percentage of the total annual distribution from each
entity which is tax deferred.

Where this information was not disclosed in the annual report,
BDO attempted to obtain the detail required from other
sources, including company websites and financial articles.

» Movement in NTA per security

Calculated by assessing the percentage increase (or decrease)
in NTA per security over the entities’ financial year by using
the opening and closing figures for NTA per security.

Where an entity was listed during the year, BDO has assessed
the opening NTA as being equal to the issue price.

In all cases the financial year end of the entity has been used,
except for 31 December year ends where we have used NTA
from the 30 June 2023 and 2024 half year reports.

» Premium/discount to NTA

Calculated by subtracting the average of NTA per security
(being opening NTA plus closing NTA divided by two) from the
average ASX price per security and dividing this by the average
NTA per security.

We have ranked entities trading at a premium to NTA as
having the highest ranking in this metric.

1.2 Investment criteria
» Total return

This measure, over both the one year and three years to 30
June 2024, records both the income return (i.e. distributions)
and capital appreciation (i.e. movement in ASX price).

Information sourced from the ASX has been used to compile
this criterion.

» Volume of trading on ASX (liquidity)

This liquidity measure is expressed as a percentage and is
calculated by dividing the total volume of securities traded in
each entity for the year ended 30 June 2024, by the weighted
average total number of securities on issue.

This provides an indication of relative liquidity, irrespective of
entity size.
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1.3 Method of ranking

A total score of 100 (maximum) has been used, comprising
65 points for financial criteria and 35 points for investment
criteria. In determining the final rankings, the scores on each
component were aggregated (not the rankings) such that the
relative performances within each criterion are maintained in
determining the overall rankings.

» Financial criteria

The tests used in the financial criteria and assigned weightings
are as follows.

Financial criteria Score

2024
Operating cash yield (on net assets) 15
Movement in NTA 15
Premium/discount to NTA 15
Distribution yield 10
Tax deferred distribution percentage 10
Perfect score 65

In each of the above tests the scores were scaled so the top
performer in each test received the maximum available score
for that criterion. Rankings were then assigned based on the
scaled scores.

» Investment criteria

The tests used in the investment criteria and assigned
weightings are as follows.

Investment criteria Score

2024
Total return (one year) 20
Total return (three year) 10
Volume of trading on ASX 5
Perfect score 35

The above tests have been ranked using a variable points
system for each test, based on the number and importance of
aspects considered. In each of the tests, the scores were scaled
so that the top performer in each test received the maximum
available score for that criterion. Rankings were then assigned
based on the scaled scores.

» Medianresults

For an entity which could not be scored equitably in a
particular metric, due to its recent listing, the unique nature
of an entity's activities, or lack of available information for the
relevant criteria, that entity was allocated a median result for
the purpose of ranking. This ranking was then weighted and
scored as usual. For all such instances ‘N/A’" appears in the
result column for the individual criteria tables.
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About BDO

BDO in Australia

BDO was established as an association of firms in Australia in
1975. Today, we are one of Australia's largest accounting, audit
and advisory organisations, with offices in New South Wales,
Northern Territory, Queensland, South Australia, Tasmania,
Victoria, and Western Australia.

We support clients of all types and sizes, from large corporate
organisations to private businesses, start-ups, entrepreneurs,
and individuals across an array of industries and sectors.

Trusted advisers with a global reach

With more than 115,660 people in 1,776 offices across 166
territories, we offer comprehensive local knowledge and
experience within an international context.

No matter where they are based, our clients can draw on

the skills of BDO member firms anywhere in the world. With
comprehensive local knowledge, global resources, and a deep
understanding of industry developments and international
trends, we deliver personalised services and resources to
every client.

Why BDO

For the past 30 years, BDO in Australia has been dedicated

to publishing our annual A-REIT survey. Each year, we deeply
value the insights and contributions from REITs across the
country, as well as the engagement from our readership. Your
continued support and participation are what make this survey
a trusted resource in the industry. If you'd like to discuss this
year's results, or would like support with your own business,
contact us today.
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