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DEXUS Property Group – example A-REIT

ASX Listed AREIT – Mkt Cap A$2.8 bn*

Owner,  manager,  developer

Assets under management: A$15 bn**

– Direct property portfolio: A$9 bn

– Third party funds: A$6 bn

1st in office /  3rd in industrial

Leading 3rd party funds management

Market leader in sustainability

Art ist ’ s impression  Space 1 Bl igh,  Sydney
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*As at  December 2008,  **As at  June 2008
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DEXUS profile – example of REIT income

$5m

96% of income is derived from stable property income

Diversified Asset Base Stable Operating Income

205 properties

As at  30 June 2008
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S&P/ ASX A-REIT Price Index Dec-79=500 & 3 year rolling average

1970s-80s

GPT listed in 1971

Stockland (via Darling) 1972

Westfield 1979 

DEXUS (via NMPT) in 1984

Low gearing <10%

Core,  in local markets

All passive rental income

By 1989 there were11 LPTs
with mkt cap > than $100m

History of A-REITS: the 1970-80’s

Source:   DEXUS Research,  IRESS,  S&P/ ASX A-REIT price  index (prior t o 1979 GPT price index)

Start up and early progress

1970s-80s
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History of A-REITS: the 1990’s
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Growth phase
1990-94 credit squeeze 

saw real estate in hands of 

banks,  then listed

Liquidity crisis in unlisted 

property vehicles saw 

retail money go to listed

Government privatisation 

& corporate restructures 

added to listed stock

New superannuation laws 

stimulated demand for 

high yield products 

All externally managed 

All passive rental income

Market cap quadrupled

Source:   UBS,  DEXUS Research



7

History of A-REITS: the 2000’s
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Consolidation phase 1999 Managed Investments 

Act – Single Responsible 

entity replaced external 

Trustee…

…stimulated M&A Activity –

Consolidation from 51 to 

26 LPT’s

Management internalised –

GPT,  Westfield,  Goodman,  

DEXUS

Drive for growth led to 

‘stapling’ – allowed 

development & other 

activity

Sale of assets to wholesale 

funds

Equity capital  de-listed 

Investa & Multiplex

Source:   UBS,  DEXUS Research
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Growth fuelled by higher risk revenue streams
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Source:  UBS,  DEXUS Research

A-REIT income split
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Offshore assets held in A-REITs
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In 2008,  41% offshore

Overseas expansion driven 

by:

Strength of capital 

inflows to sector

Lack of domestic stock 

given high levels of 

securitisation

Seeking growth and 

diversification

Source: DEXUS Research,  UBS
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Source:   UBS,  DEXUS Research

Internal management - AREITs
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Historical debt to assets,  A-REIT sector

Source:   UBS,  DEXUS Research

Debt levels increased,  but are now easing
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Source: UBS Research

Listed property has become more equity-like
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Investor base changing  
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by less loyal global 
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Source: UBS Research

Investors in A-REITs
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Rapid evolution – short term

Credit  crunch,  equit y market  sel l  of f  and economic slowdown

Lack of  l iquidit y in capit al and asset  market s const rains act ivit y

Immediat e focus on core business,  part icularly domest ic

Debt  reduct ion,  including by asset  sales & capit al raising

Re-adj ust ing dist ribut ions t o bet t er ref lect  cash or rent al income

Likely improvement  in pricing as cost  of  capit al issues ease
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Pricing reflects the risk of debt

0%

20%

40%

60%

80%

20% 30% 40% 50% 60%

% Gearing

% Gearing vs distribution yield FY09

Source:   UBS,  DEXUS Propert y Group Research

Gearing% Yield%

Best third 32 8

Worst third 50 40+

(UBS data)

Rule of thirds
Distributions 

suspended or 
uncertain
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Lessons learnt. . .

Management  rat her t han propert y has underperformed

Global mis-pricing of  risk (al l  asset  classes)

High leverage in rising int erest  rat e environment

Levered IRR’ s vs unlevered

Over-valuat ion of  development  and 3rd Part y FM earnings

Over-valuat ion of  corporat e asset s

St rat egic vs non st rat egic int ernat ional expansion

Dist ribut ion of  non-cash earnings

In some cases,  focus on fees not  value
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The way forward – long term issues

Domest ic vs int ernat ional port fol ios

Asset  managers vs fund managers vs developers

Big vs bout ique

Passive REIT’ s vs act ive PropCo’ s

Sect or special isat ion vs diversif icat ion

Capit al market s favour earnings growt h;  yet …

St ruct uring and developing for growt h creat es volat i l i t y

Do invest ors/ analyst s price t his risk properly- poor record so far?

Prot ect ive mechanisms for M&A act ivit y on passive vehicles

Role of  large sovereign wealt h funds and pension funds 
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Disclaimer

This present at ion is issued by DEXUS Funds Management  Limit ed (DXFM) in it s capacit y as responsible ent it y of  DEXUS 
Propert y Group (ASX:  DXS).  It  is not  an of fer of  securit ies for subscript ion or sale and is not  f inancial product  advice.

Informat ion in t his present at ion including,  wit hout  l imit at ion,  any forward looking st at ement s or opinions (t he 
Informat ion) may be subj ect  t o change wit hout  not ice.  To t he ext ent  permit t ed by law,  DXFM and DXS, and t heir 
of f icers,  employees and advisers do not  make any represent at ion or warrant y,  express or implied,  as t o t he currency,  
accuracy,  rel iabil i t y or completeness of  t he Informat ion and disclaim all  responsibil i t y and l iabil it y for it  (including,  
wit hout  l imit at ion,  l iabil it y for negligence).  Act ual result s may dif fer material ly f rom t hose predict ed or implied by 
any forward looking st at ement s for a range of  reasons out side t he cont rol of  t he relevant  part ies.

The informat ion cont ained in t his present at ion should not  be considered t o be comprehensive or t o comprise al l  t he 
informat ion which a DXS unit holder or pot ent ial  investor may require in order t o det ermine whether t o deal in DXS 
st apled securit ies.  This present at ion does not  t ake int o account t he f inancial sit uat ion,  invest ment  obj ect ives and 
part icular needs of  any part icular person.

The repayment  and performance of  an invest ment  in DXS is not  guarant eed by DXFM or any of  it s relat ed bodies 
corporat e or any ot her person or organisat ion.  This invest ment  is subj ect  t o invest ment  risk,  including possible delays 
in repayment  and loss of  income and principal invest ed.  
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