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GLOBAL REAL ESTATE SECURITIES 

 

 

 

Fund Investment Performance 
  

The Resolution Capital Global Property Securities Fund underperformed the UBS Global Investors 

Index (AUD Hedged Net TR) by 9 basis points for the quarter ending 31 December 2011. 
 

 

 

 

  

Period Ending 31 December 2011* 

 
Quarter 

% 

1 Year 

% 

3 Year 

% 

Since  

Inception
# 

% 

Portfolio 8.21 -1.59 17.65 4.37 

Benchmark (UBS Global Investors Index) 8.31 1.43 16.56 -0.75 

Difference -0.09 -3.02 1.09 5.12 

*Returns are expressed after deducting investment management costs. 
# 30 September 2008 

Resolution Capital Global Property Securities Fund Unit Price - Class A 

  Entry Exit 

31 December 2011  0.8748 0.8696 

30 September 2011  0.8121 0.8073 
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Market Performance  
 

 

 
Commentary 
 

 

Global Property Securities  

 

The UBS Global Investors Accumulation Index (hedged in Australian dollars) produced a total return of 

+8.3% for the quarter ended 31 December 2011. Risks in the macro environment, particularly relating to 

Europe, contributed to volatility during the period. Despite swings in sentiment, listed real estate and 

equities finished in positive total return territory in local currency terms for the quarter off a low base at 

the start of the period.  

 

Asset Class Returns to 31 Dec 2011 - Local Currency  

 Quarter Year 3 years 5 years 10 years 

Global Real Estate# 

Global Equities^ 

Global Bonds* 

8.3 

7.8 

0.8 

-0.1 

-5.5 

 6.4 

16.2 

9.4 

3.7 

-5.6 

-3.5 

 4.8 

8.3 

1.7 

4.4 

 
#FTSE EPRA NAREIT Developed local currency 

^ MSCI Developed World Index local currency 

* JPMorgan Global Bond Index local currency 

 

For the 2011 calendar year the UBS Global Investors Accumulation Index returned -0.1% in local 

currency terms, outperforming global equities^ (-5.5%) and underperforming global bonds* (+6.4%). 

 

 

Global Macro Environment – Dark Clouds in Europe and Asia 

 

The outlook in Europe deteriorated during the December quarter as the sovereign debt crisis in the 

periphery spread to larger European countries.  European banks continued to pare back their lending 

activities in an effort to shepherd capital.  For real estate this meant that debt capital became harder to 

obtain as a shrinking number of lenders were active in fewer markets.  Several prominent financial 

institutions, including Eurohypo, Societe Generale and RBS, announced they would cease property 

lending in all or parts of Europe.  Going a step further, the Austrian government encouraged local banks 

to focus on lending only in Austria; previously they had been active lenders in Eastern Europe.  This 

should continue to crimp the outlook for highly leveraged real estate vehicles in the region. 

Market Overview 

 
31 Dec 

2011 

30 Sep 

2011 

Quarterly 

Total Return 

UBS Global Real Estate Investors Index AUD (Hedged) 1,209 1,116 8.31% 

UBS Global Investors Index AUD (Unhedged) 910 886 2.74% 

S&P/ASX 300 (GICS) AREIT Accumulation Index  18,875 18,182 3.81% 

S&P/ASX 300 Index 30,767 30,147 2.06% 

10 Year Bonds 3.71% 4.25%  

90 Day Bills 4.51% 4.86%  

AUD/USD $1.021 $0.97 5.26% 
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In Asia, continued deceleration in Chinese economic growth was the main macro story in the December 

quarter.  In an effort to bolster liquidity and economic activity, the People’s Bank of China (PBoC) 

lowered the Reserve Ratio Requirement (RRR) by 50 basis points in late November.  This was the first 

cut since early 2008, and a reversal from the five rate hikes made earlier in 2011.   

 

 

REIT Index performance 

 

As the charts below highlight, investors continued to steer towards the US REITs thanks to the improving 

economic outlook and their superior access to varied sources of capital.  The hotel sector was the best 

performing segment of the market, bouncing off a low base from the end of the previous quarter.  Our 

exposure to US hotel stocks Host (HST) and LaSalle (LHO) contributed positively to performance. 

  

Index Total Returns (local currencies) for the quarter ended 31 Dec 2011 

 
Note: Country Returns based on UBS Investors Index; Sector returns based on FTSE EPRA NAREIT Developed Index 

Source: UBS, FTSE 

 

North America 

 

Evidence from property transactions supports our thesis that high quality assets in desirable markets will 

continue to experience investor interest.  In October, Taubman Centers (TCO) agreed to acquire two 

highly productive malls for US$560m, at a cap rate rumoured to be below 5%.  TCO expects to improve 

the yield by increasing the centers’ low occupancy cost ratios.  In the office market, properties in the 

major gateway markets of New York, Boston and Washington DC remained well bid, while those in 

suburban locations experienced much lower pricing.  For instance, in New York, Boston Properties 

(BXP) sold Two Grand Central, a Class B office building adjacent to the train station, for US$617 per 

square foot at a sub-4% cap rate.  Similarly, in Boston, Brookfield Properties (BPO) sold its interest in 53 

State Street, a Class A building, for nearly US$500 per square foot and a low 4% cap rate.  

 

In contrast, secondary locations are less sought after.  Westfield (WDC) didn’t reveal any progress in 

selling its lower end malls in the U.S. that it had actively marketed last year.  Duke Realty (DRE) sold 10 

million square feet of suburban offices for US$1 billion or US$107 per square foot to Blackstone and a 

cap rate in excess of 9%. 
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We conclude that private market pricing provides clear support for valuations of core,  

high-barrier-to-entry REIT portfolios which is where our portfolio is focused.  

 

US REITs issued nearly US$2 billion of equity in the December quarter, principally to fund identified 

transactions.  In early November, Healthcare REIT (HCN) did the quarter’s largest capital raise at 

US$633m of gross proceeds.  The shares were sold at a premium to NAV and the capital is intended to 

fund acquisitions and to repay borrowings.  We continue to have no exposure to healthcare stocks. 

 

Meanwhile, Cubesmart (CUBE), a self-storage REIT, raised US$212m by issuing shares at a discount to 

NAV.  Cubesmart is acquiring US$560m of New York City assets that benefits the company’s overall 

portfolio quality and growth profile.   

 

On the corporate M&A front, Ventas (VTR) announced the acquisition of medical-office building 

specialist Cogdell-Spencer (CSA) for US$4.25 per share at the end of December.  As we noted in our 

December 2010 quarterly report we had looked at CSA as a potential acquisition target.  Our decision not 

to add the stock to the portfolio has been vindicated by the fact that it was taken over at nearly 30% 

below the trading price at that time.  We expect Ventas, which is trading at a significant premium to 

NAV, to issue equity, in part to finance this transaction.   

 

Also noteworthy was Equity Residential’s (EQR) bid to acquire a portion of the privately held Archstone 

portfolio.  Archstone is a US$16b class A apartment portfolio currently owned by affiliates of Lehman 

Brothers (47%), Bank of America (28%) and Barclays (25%).  In early December, EQR bid US$1.325b 

for a 26.5% interest, which is roughly half of the collective interests owned by Bank of America and 

Barclays.  The deal is not concluded however, as Lehman Brothers later announced it would exercise its 

matching rights and purchase the stake to bring its ownership in Archstone to 74%.  This transaction 

represents an important pricing metric for the public markets by valuing Archstone at a 5.2% cap rate, 

roughly in-line with existing public company levels.  Our overweight exposure to Home Properties 

(HME) detracted from performance as the apartment market in Washington DC faced weaker prospects 

from government jobs cuts and new supply.  

 

In Canada in early December, Cominar, the largest owner of commercial property in Quebec province, 

launched a hostile takeover bid for Canmarc, a C$800m diversified property company in which it is a 

15.1% investor.  Canmarc rejected the offer and then revised its unit-holders rights plan (poison pill) to 

make it more difficult to be taken over.   

 

In our North American portfolio construction, we continue to favour highly productive US shopping 

malls. These portfolios face limited new competition, enjoy occupancy supported by retailer 

consolidation into the better locations and enjoy positive re-leasing spreads. In fact retail sales volumes in 

many of the leading US malls are at record levels after dipping during the financial crisis.  Simon 

Property (SPG), the largest U.S. mall owner, remains the largest holding in the portfolio. We also added 

Taubman Centres (TCO) to the portfolio.  TCO owns one of the most productive portfolios of regional 

and super regional malls in the US. Retail sales in TCO’s malls average $615 per square foot which is 

almost 20% higher than its nearest listed competitor SPG.   

 

We hold minimal exposure to US commodity ‘strip’ shopping centers.  The overbuilding evident in the 

decade prior to 2007 is likely to continue to weigh heavily in a market where retailers are being more 
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selective in their store locations.  That said, we remain confident that Federal Realty (FRT) possess the 

‘right’ real estate and strategy to provide competitive returns.  Its shopping centres are located in markets 

which do not display oversupply thanks to ongoing barriers to development and in catchments with 

comparatively high levels of household income.  In short, FRT owns properties which tenants have an 

ongoing appetite to occupy with little competition.  Uniquely among its peers, Federal Realty has core 

internal growth opportunities from positive rent reversion. 

 

In Canada we added Primaris Retail REIT (PMZ).  The company is internally managed and should 

benefit from US retailers expanding into Canada.  Supply of new malls in Canada has been very low for 

the past decade, in part due to ownership of malls being dominated by pension funds with low appetite 

for development. 

 

During the period we also initiated a position in Equity LifeStyle Properties (ELS), one of the largest 

owners of manufactured housing communities in the U.S.  ELS own 323 properties consisting of over 

141,000 land sites for manufactured homes and recreational vehicles.  The company has an excellent 

track record of generating stable cash flows over past 13 years, evidenced by a compounded annual same 

store net operating income growth of +3.8% (versus 2.4% for the U.S. multifamily sector).  We were 

attracted to ELS due to its relative valuation, steadily growing cash flow, good dividend growth potential 

and capable management team. 

 

 

Europe 

 

European property stocks were caught in the crosshairs of a deteriorating macro environment in that 

region but still managed to provide a total return of -0.4% in local currency terms. 

 

Current pressures on the European financial system are prompting financial institutions to rapidly sell 

non-core assets.  During the quarter French REITs Icade (ICAD) and Silic (SIL) announced plans for a 

complex, multi-stage merger. The deal seems mostly structured to help recapitalise Silic’s 44% 

shareholder Groupama, a French farmers mutual insurance company, with little if any benefit to other 

public shareholders.  

 

Also in France, Klepierre (LI) became the subject of rumours over whether the financial crisis would 

force its largest shareholder, BNP, to sell its 50.9% stake in the company.   

 

Long term readers know that we have held a very limited number of stocks in Continental Europe 

because we can’t find many REITs that have clear strategies to manage risk let alone add value.  The 

exception has been Unibail (UL), which stacks up very well in a global context.  Less gifted management 

teams in the Continent seem to have offset low organic growth by leveraging up.  Not surprisingly 

investors at the moment don’t favour highly leveraged companies in a region where banks are reducing 

their lending to property.   

 

Amidst the doom and gloom we added a third Continental European stock to the portfolio this quarter; 

Atrium European Real Estate (ATRS). The company invests predominantly in grocery anchored 

shopping centers in Central and Eastern Europe, primarily Poland, the Czech Republic and Russia.  The 

main attraction of this stock is its rock solid balance sheet (unusual in Europe) and large discount to our 
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conservative estimate of fair value.  While the company still owns some legacy land holdings, the market 

already ascribes little if any value to them. Using conservative assumptions we estimate an implied 

property yield of over 10% which we consider very attractive.  Furthermore with its lowly leveraged 

balance sheet Atrium should be in an excellent position to take advantage of distress, should this occur. 

 

Meanwhile in the UK, London specialist Capital & Counties (CAPC) formed a 50/50 joint venture to 

develop its Seagrave Road site with the Kwok family, the prominent Hong Kong family associated with 

Sun Hung Kai (16).  Seagrave Road is a 7.5 acre site in West London that will be developed into 808 

homes. The transaction values the land at approximately 16% above the most recent book value.  

Construction is expected to begin in the autumn following the Olympics this year.  We continue to favour 

companies such as CAPC that create value in supply constrained markets like London. 

 

 

Asia 

 

Asia was the worst performing region in the December quarter with a total return of -3.0% in local 

currency terms.  Within the region, Hong Kong experienced positive returns while Japan and Singapore 

were negative. 

 

Performance in Hong Kong rebounded off a weak previous quarter, but this masked a volatile period 

intra-quarter.  Highlighting tightening funding conditions in China, New World Development (17) raised 

HK$11.3b (A$1.5b) in a 1-for-2 rights issue priced at a 37% discount to the prior day’s close and after a 

45% price decline in the last 12 months.  Funds will be used in part to subscribe to the similarly dilutive 

rights issue of its listed affiliate New World China Land (917), which raised HK$4.3b (A$0.6b) via a,  

1-for-2 rights issue on the same day, as well as funding the parent company’s own Hong Kong 

development projects.   

 

Meanwhile, the Hong Kong government outlined plans to relieve pressure on the tight office rental 

market by permitting more office development on and around the site of the former Hong Kong Kai Tak 

airport in East Kowloon, effectively creating a second CBD.  The total potential new supply of 4 million 

square metres is a significant increase on the previously announced target of 0.6 million square metres, 

equating to approximately 1.5 times the current stock of Hong Kong Central.  We note however that 

transport and infrastructure works required to make the site competitive are still some time away, and 

much of the land in East Kowloon requires amalgamation and conversion from industrial uses. The 

government also re-iterated its intention to increase land supply for residential development, targeting an 

annual supply of 40,000 new residential units. 

 

While the supply and demand outlook had begun to deteriorate in Hong Kong, the listed property sector 

very quickly had reflected the negative news, and in our opinion, it had over discounted it. By  

mid-quarter, several Hong Kong property stocks represented terrific value.  The easing of liquidity by the 

PBoC and a lower than expected  inflation number in China helped lift the Hong Kong and Chinese 

developers late in the quarter.  

 

Furthermore, retail sales in Hong Kong are still growing very rapidly.  For a large part this is driven by 

increased numbers of mainland tourists visiting Hong Kong, which is up 20% year on year.  Another 

positive driver is strong wage growth in Hong Kong. Wages increased 9.9% in September from a year 
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earlier - the fastest rise since March 1994. Many of the funds investments should benefit from a buoyant 

Hong Kong retail market. 

 

 
 

The fund added to its positions in Hysan (14) and Sun Hung Kai Properties (16), and re-initiated a 

position in Hang Lung Properties (101), a leading mall owner and developer in Hong Kong and China. 

Our re-entry into 101 was at a price well below where we exited the stock in 2010. 

 

Performance in Japan was particularly weak in the December quarter with listed property stocks 

providing a total return of -10%.  Rising office vacancy rates and declining rents as depicted in the 

following chart continue to weigh on office markets.  Yen strength, anomic economic activity, and 

continued frustration with poor corporate governance and disclosure also drain investors resolve.  Our 

exposure to Aeon Mall (8905) and Mitsubishi Estate (8802) detracted from performance. 

 

Office leasing market conditions Tokyo 5 wards 

 
Source:  Miki Shoji, Citi Investment Research and Analysis 
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Also in Japan, the largest property transaction in more than two years was announced in December.  

Global Logistic Properties (GLP), which is part of our portfolio, and China Investment Corp formed a 

50/50 joint venture to acquire 15 logistics assets from LaSalle for ¥123b (A$1.6b) on a cap rate of 

approximately 5.5%.  The portfolio is concentrated in Tokyo and Osaka and has good lease visibility with 

98% occupancy and 5.6 year average lease length.  The JV secured 65% loan-to-value debt financing 

from a group of Japanese banks at an interest rate of approximately 1.5%, generating an equity yield of 

around 12%. GLP’s equity component was funded by cash on the balance sheet. 

 

In Singapore, the government surprised the market with further policy measures aimed at cooling the 

residential property market. In response to rising property prices fuelled by low interest rates and strong 

demand from foreigners (including spill-over demand from Chinese investors who are restricted from 

purchasing in Hong Kong and the mainland due to local policies), the Singaporean government 

introduced an additional purchaser’s stamp duty over and above the current 3% impost. Foreign buyers 

now have to pay a total stamp duty of 13%.  Permanent Residents buying their second or subsequent 

property pay 6% while Local Citizens buying their third or subsequent property pay 6%.  The fund has no 

exposure to Singaporean developers. 

 

Also in Singapore, KREIT Asia (KASA) provided yet another demonstration as to why we continue to 

shun most externally managed REITs. KASA undertook a 17-for-20 rights issue to raise approximately 

S$984m (A$757m) to fund a property acquisition from a related party (its external manager, Keppel 

Land).  The rights issue was priced at S$0.85, reflecting a 42% discount to the company’s last stated Net 

Tangible Asset (NTA) value and 17.5% discount to the previous day’s closing price. Share capital 

increased by 85% and the company’s loan-to-value ratio increased from 40% to 42%.  We understand 

that in response to this deal the Monetary Authority of Singapore has increased scrutiny of related party 

transactions. 

 

In contrast, CapitaMall Trust (CMT) issued S$250m (A$ 192m) of new equity in a private placement at a 

15% premium to the last stated NAV. The proceeds will be used to help fund additional asset 

enhancement programs and acquisitions.  The fund reinitiated a small position in CapitaMall Trust during 

the quarter. 

 

 

Australia 

 

Australia produced a total return of 3.2% in local currency terms during the quarter.  The Reserve Bank 

decision to cut official interest rates by a total of 50bps, firming bond prices, asset sales above book 

values and ongoing share buy-backs created a supportive environment for A-REITs. 

 

Meanwhile, the Australian retail sector continues to experience challenging trading conditions.  

Consumer spending has been pressured by high interest rates, lapsed government stimulus, a slowing 

labour market and high local currency (which makes internet retailing more attractive particularly given 

the Goods and Services Tax exemption on products under A$1,000). Several high profile tenants reported 

profit downgrades including JB Hi-Fi, Kathmandu, Billabong and David Jones.  Yet despite this and the 

high profile bankruptcies earlier in the year (including Colorado and Borders/Angus & Robertson) 

Australian shopping malls remain close to full occupancy. The low provision of space per capita and 

foreign retailers’ increasing interest in establishing an Australian retail footprint suggests sitting tenants 
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are reluctant to give up access to the relatively limited space during what appears to be a temporarily soft 

period of consumer spending, rather than the end of bricks and mortar retailing as has been suggested in 

some quarters.   

 

On the M&A front, two deals progressed during the quarter.  Firstly the restructure and recapitalisation of 

the various Centro entities into Centro Retail Fund (CRF) was sanctioned by debt and equity stakeholders 

during the quarter. CRF poses an interesting opportunity for investors. While on some metrics the quality 

of CRFs assets screens poorly, the relative scarcity of Australian retail assets and the unstable share 

register means that CRF will be under review by parties wishing to establish a presence in Australian 

retail or bolster an existing platform. Meanwhile, the independent directors of Charterhall Office REIT 

(CQO) agreed to an improved take-private offer at close to the vehicles stated Net Tangible Assets 

(NTA) which should bring to a close another example of the perils of externally managed REITs.  

 

 

Listed Real Estate Developers versus Investors 

 

Over the last 12 months listed real estate ‘developers’ have underperformed listed real estate investment 

vehicles (we note that the indices’ definitions of developers versus investors is a grey area).  The chart 

below shows that the FTSE EPRA NAREIT Developed Index (which includes both ‘developers’ and 

‘investors’) generated a total return 500 basis points lower than the UBS Investors Index  

(-3.6% vs +1.4% respectively) in the 12 months to 31 December 2011. 

 

 
Source: FTSE, UBS 

 

Much of the difference can be attributed to the weakness in Japanese and Hong Kong developers over the 

year (see table below). These large Asian developers are not included in the UBS Investors index and as a 

consequence that index also has a higher weighting to the strongly performing US market.  
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Large Asian Developers total returns to 31 December 2011 (local currency) 

 FTSE EPRA 

NAREIT 

Index weight %
#
 

Total Return % 

Quarter 

Total Return % 

Year 

Sun Hung Kai 

Mitsubishi Estate 

Mitsui Fudosan 

Sumitomo Realty & Development 

Wharf Holdings 

China Overseas Land and Investment 

Hang Lung Properties 

Henderson Land 

CapitaLand 

City Developments 

3.14 

2.03 

1.67 

1.09 

0.89 

0.89 

0.83 

0.76 

0.70 

0.61 

10.3 

-9.3 

-9.7 

-10.6 

-9.8 

14.7 

-3.3 

8.9 

-10.5 

-7.2 

-22.0 

-22.8 

-29.3 

-29.5 

-39.5 

-7.7 

-37.3 

-25.3 

-38.8 

-28.2 
# FTSE EPRA NAREIT Developed Index 

Source: EPRA 

 

Our exposure to select Asian ‘developers’ detracted from performance over the year – particularly when 

our returns are compared to the UBS investors index.  Our largest exposures in this category are Sun 

Hung Kai and Mitsubishi Estate.  Both derive more than 60% of their earnings from rental income from 

prime investment portfolios located in relatively supply constrained markets.  They have solid balance 

sheets and/or access to multiple sources of capital.  Our decision to overweight these stocks is based on 

relative valuation compared to direct market pricing – the stocks are just plain cheap.  We believe the 

valuation gap will narrow.  Looking at the data over a longer period, as depicted in the following table, 

shows that the two indices have produced similar returns over 7 years despite the divergence over shorter 

time periods. 

  

 FTSE EPRA NAREIT 

Index
#
  

UBS Investors 

Index
*
 

Difference 

1 month 

3 months 

1 year 

3 years^ 

5 years^ 

7 years^ 

1.6% 

7.2% 

-3.6% 

15.5% 

-7.3% 

2.3% 

2.2% 

8.3% 

1.4% 

16.6% 

-6.4% 

2.2% 

-0.51% 

-1.11% 

-5.00% 

-1.40% 

-0.71% 

0.16% 
# FTSE EPRA NAREIT Developed Index Hedged AUD 

* UBS Investors Index Hedged AUD 

^ Annualised 

Source: FTSE, UBS 

 

Our investment methodology is based on longer term views of real estate value.  We regard the short 

term performance divergence between the FTSE EPRA-NAREIT index and the UBS investor’s index as 

transitory. 
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Travel 

 

NAREIT Conference, Dallas – apple pie eating contest 

In November, we attended the NAREIT conference in Dallas, Texas where we met with 18 companies 

and gained an updated view on the state of the U.S. real estate market.  Generally, US REITs enjoy 

robust conditions with expanding operating margins and earnings buoyed by gains in occupancy and 

rental rates.  The strong operating position of US REITs is well recognised by the market, and it is 

reflected in lofty valuations of some vehicles. 

 

A key theme from our visit is that the bifurcation within real estate is becoming more accentuated.  In the 

retail sector for instance, tenants seemingly only want to be in the better locations.  It is apparent that 

weaker properties may suffer endemic vacancy.  In the office sector, primary-market CBD landlords 

enjoy substantial pricing power over suburban and secondary markets.  This bifurcation is reflected in 

investment activity and keener pricing in core markets compared with more peripheral locations.  We 

reaffirmed our conviction that core market portfolios provide superior risk-adjusted return prospects 

compared to portfolios in secondary locations. 

 

US REITs have good access to equity and debt capital markets and they are able to positively  

spread-invest.  REITs are actively deploying capital into the market through acquisitions in a growing 

frenzy we would term “a pie eating contest”.   REIT acquisition teams are going full tilt, taking advantage 

of strong equity market support coupled with long term, low coupon debt.  While asset prices are no 

longer depressed, REITs can acquire assets into a recovering market.  As occupancy recovers, their 

ability to push rent grows.  Further, in several instances, the buildings acquired were ‘capital starved’ 

since the GFC by their previous owners, which potentially provides superior growth under new 

ownership. 

 

Development activity remains comfortably muted. After nearly three years of very little new 

construction, pockets of activity are beginning to reappear, particularly in the multifamily sector and in 

New York hotels.  We expect to see development activity return as a mainstay of most REITs’ 

investment strategies over the next several years. 

 

UBS London – no pie for dessert 

We also attended the UBS property conference in London in December, where we met with a dozen 

companies from the UK and Sweden.  The operating environment in Europe is much more difficult than 

in the US Rent growth has stopped, occupancies are pressured and capital is less readily available.   

 

In the UK, very few companies stand out for having positive rent reversion, including three in our 

portfolio – Big Yellow (BYG), Shaftesbury (SHB) and Derwent London (DLN).  These are smaller, 

specialist portfolios oriented around London.  Many of the larger listed companies have lackluster growth 

profiles and too much leverage.  The uncertainties of the European financial crisis further limits visibility 

on tenant demand as many management teams noted that leasing activity had slowed considerably. 
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Outlook 

 

The fourth quarter witnessed a divergence in outlook among the major global regions.  While the 

financial crisis in Europe spiralled downward, the U.S. market showed incipient signs of a recovery 

taking hold and the US REITs continue to enjoy good access to capital.  Asian markets remain closely 

linked to prospects in China of which we remain optimistic.  We remain constructive on the fundamentals 

of the listed property sector as beneficiaries of an economic recovery due to low construction activity and 

relatively low vacancy rates.   

 

We remain vigilant in our search for value, and we recognise the risk that stock valuations improve too 

far ahead of operating fundamentals.  The underperformance in Asia and in Europe in the fourth quarter 

is a reflection that the growth profiles of many of the companies located there may have moderated.  

Looking ahead, we find good value in Asia, particularly in Hong Kong. 
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persons relying on this information do so at their own risk. Please read the Product Disclosure Statement available at www.resolutioncapital.com.au in its entirety before 
making an investment decision. 
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