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Past  perf ormance is not  a reliable indicator of  f uture performance. 
1Performance figures are calculated after fees have been deducted and assume distributions have been reinvested. No allowance is made for 
tax when calculating these figures.  

 
 

 

 

 

 

 

 

  

Performance1 
Quarter 

(%) 
1 year 

(%) 
3 years 
(% p.a.) 

5 years 
(% p.a.) 

10 years 
(% p.a.) 

Since 
incept ion 
(% p.a.) 

Challenger Property Securit ies Fund  5.78 -0.81 2.89 -14.32 0.70 5.25 
Growth return 3.00 -5.41 -2.42 -21.53 -9.30 -4.42 
Distribution return 2.78 4.60 5.31 7.20 10.01 9.67 
S&P/ASX 300 A-REIT Accumulation Index 3.81 -1.56 2.32 -15.19 0.64 5.00 
Challenger Wholesale Property Securit ies Fund  4.90 0.00 3.98 -13.63 1.54 5.88 
Growth return 2.98 -5.51 -2.22 -21.53 -8.92 -4.08 
Distribution return 1.92 5.51 6.20 7.89 10.46 9.95 
S&P/ASX 300 A-REIT Accumulation Index 3.81 -1.56 2.32 -15.19 0.64 5.48 

Asset  allocat ion  
 Current  (%) Range (%) 
Securities  
 -Property securities listed in Australia 
 -Property securities listed offshore 

 
97 

 

90-100 
80-100 

0-20 
Cash 3   0-10 
 
 

Fund facts   
Challenger Propert y Securit ies Fund 

Inception date  28/02/1994 
Fund size ($M)  17.4 
APIR code  WAR0005AU 

Challenger Wholesale Property Securit ies Fund 
Inception date  30/09/1994 
Fund size ($M)  116.1 
APIR code  HBC0008AU 
 
 

Fees 
Challenger Propert y Securit ies Fund 

Entry fee  Up to 4% 
2010/11 ICR  1.70% 
Management fee  1.70% p.a. 
Buy/sell spread  +0.20%/-0.20% 

Challenger Wholesale Property Securit ies Fund 
Entry fee Nil 
2010/11 ICR  0.85% 
Management fee     0.85% p.a. 
Buy/sell spread  +0.20%/-0.20% 

 
 

Investment  object ive 
 

The Fund aims to outperform the S&P/ASX 300 A-REIT 
Accumulation Index over rolling three-year periods while 
providing a quarterly income stream and some capital growth 
over the medium term. 
 

Investment  manager 
 

SG Hiscock & Company Limited 
 

Investment  st rategy 
 

SG Hiscock believes to add value to investment portfolios, a 
combination of fundamental analysis of top-down 
macroeconomic influences and bottom-up company specific 
research, analysis and valuation is required. 
 
 

Distribut ion f requency  
 

Quarterly  
 

Suggested minimum investment  t imeframe 
 

At least three years 
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Commentary  
 
The S&P ASX 300 Property Accumulation Index was up 3.8% 
over the December quarter, outperforming the broader market as 
measured by the S&P ASX 300 Accumulation Index, which was 
up 2.1%.  
 
Corporate activity came to the fore for the month. Centro Retail 
Fund was established following positive voting outcomes. Charter 
Hall Office took another step towards de-listing with the 
Independent Directors approving an upwardly revised $2.49 per 
unit bid for the Australian portfolio. This is still a circa 5% 
discount to net tangible assets (NTA).  
 
The Australian residential market continues to be in the spotlight, 
with Stockland and Australand taking the opportunity to conduct 
tours of their land-bank during the quarter, both of which we 
attended. Stockland combined their tour with a quarterly update 
of the Group and it was well received, despite the fact no specific 
figures were released. Statements focussed on improving 
sentiment while guidance remained unchanged.  
 
The 50 basis point cut in official interest rates during the quarter 
has further improved the spread between the Australian Real 
Estate Investment Trust (AREIT) sector yield and debt funding 
costs, which only recently started to turn in favour of Australian-
based potential acquirers. Since the global financial crisis, the 
overseas-based acquirers have taken advantage of their lower 
cost of debt sourced offshore to accretively acquire Australian 
assets. Unfortunately for the AREITs, which continue to trade at a 
significant discount to NTA, the high cost of capital is limiting 
their ability to make such acquisitions feasible.   
 
During the quarter, Westfield Retail announced to the market 
details of its new debt facility due to expire in 2012. 
 

Compared to the problems overseas, the domestic economic 
data during the quarter was more positive. The major data point 
for the quarter was the Core consumer price index (CPI) figure 
coming in at 2.5%. This is within the Reserve Bank of Australia’s 
(RBA) 2% to 3% range and provided the RBA with the necessary 
comfort to commence dropping official interest rates. The 
unemployment rate improved for most of the period 
(surprisingly), but it deteriorated marginally by the end of the 
quarter. Business confidence, retail sales and private credit all 
continued to deliver positive figures. Construction work and 
capital expenditure investment also rose. On the negative side, 
housing starts fell once more. 
 
The Fund outperformed the benchmark (S&P/ASX 300 A-REIT 
Accumulation Index) by 1.29% over the quarter. Contributing to 
returns were overweight positions in Charter Hall Group 
(23.87%) and Stockland Group (13.75%), and an underweight 
position in GPT Group (-0.81%). 
 
Charter Hall Group was assisted by the Independent Directors of 
Charter Hall Office approving the bid for Charter Hall Office. 
Given that Charter Hall will remain manager for the REIT should 
it be delisted, this event has entrenched Charter Hall’s largest 
funds under management (FUM) vehicle.   
 
Stockland Group continues to deliver on its “ 3R’s”  strategy, in 
focussing on retirement, residential and retail via the sale of a 
number of its office assets and outsourcing the management of 
its remaining office and industrial assets portfolio. Stockland also 
showcased its largest residential site to investors during the 
period. 
 
Having significantly outperformed the AREIT sector for much of 
2011, GPT was a laggard for the quarter.  
 
Detracting from returns was an overweight position in Investa 
Office Fund (-0.13%), and underweight positions in Centro 
Retail Group (not held, index return 14.93%) and BWP Trust 
(not held, index return 5.01%). 
 
Despite Investa completing its buy-back of 10% of the units on 
issue, selling three of its international assets at an overall 
premium to book value and announcing a replacement for the 
departing Fund Manager, it underperformed for the period.  
 
Amalgamation was the final hurdle for Centro Retail Fund and 
was successfully approved, paving the way for the restructured 
entity to commence trading during December. The removal of 
this risk saw its security price rebound.  
 
In October, BWP announced the acquisition of a 50% interest in 
the Domain Central homemaker centre in Townsville. Late in the 
quarter, BWP announced an extension and expansion of its debt 
facilities on comparable pricing to its existing facilities.   
 
 
 
 

Top f ive act ive posit ions as at  30 November 2011 
 Fund 

w eight  
(%) 

Index 
w eight  

(%) 

Act ive 
w eight  

(%) 
CFS Retail Property Trust 2.40 6.72 -4.32 
GPT Group 4.36 8.36 -4.00 
DEXUS Property Group 9.77 6.51 3.25 
Goodman Group 2.99 6.09 -3.10 
Mirvac Group 9.48 6.75 2.73 
 
 

Contributors (quarter) as at  31 December 2011 
  Act ive 

w eight 1 

(%) 

Value add  
(%)2 

Top contributors Charter Hall Group 1.97 0.35 
 Stockland Stapled 1.48 0.23 
 GPT Group -4.53 0.21 
Bottom contributors Investa Office Fund 1.29 -0.07 
 Centro Retail Australia -0.64 -0.07 
 BWP Trust -1.11 -0.01 
1 Active weights are monthly averages over the period.  
2 Calculated monthly relative to benchmark and based on pre-fee returns 

 

Sector exposures as at  30 November 2011 
 Fund 

w eight  (%) 
Index 

w eight  (%) 
Cash 0.59 0.00 
Commercial 13.81 8.48 
Diversified 45.09 37.63 
Forwards 0.00 0.00 
Industrial 2.99 7.18 
Non-Index 0.52 0.00 
Retail 37.01 46.71 
 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Challenger Property Securities Fund (ARSN 090 790 873) and Challenger Wholesale Property Securities Fund (ARSN 090 577 825) gain exposure to their 
investments by investing in the Challenger Premier Property Securities Fund (ARSN 090 850 445). Unless otherwise specified, references to the ‘Fund’ and 
information contained in this report relates to the Challenger Premier Property Fund, but will also apply on a ‘look-through’ basis to the Challenger Property 
Securities Fund and Challenger Wholesale Property Securities Fund. The Challenger Property Securities Fund and Challenger Wholesale Property Securities Fund 
may hold additional levels of cash from time to time. Unless otherwise specified, any information contained in this publication is current as at the date of this 
report, and is provided by Challenger Managed Investments Limited (ABN 94 002 835 592, AFSL 234668) the issuer of the Challenger Property Securities Fund and 
the Challenger Wholesale Property Securities Fund (Funds). SG Hiscock & Company Limited (ABN 51 097 263 628, AFSL 240679) is the investment manager of 
the Funds. It should be regarded as general information only rather than advice. It has been prepared without taking account of any person’s objectives, financial 
situation or needs. Because of that, each person should, before acting on any such information, consider its appropriateness, having regard to their objectives, 
financial situation and needs. Each person should obtain the relevant Product Disclosure Statement (PDS) relating to the Funds and consider that PDS before 
making any decision about the Funds. A copy of the PDS can be obtained from your financial adviser, our Investor Services team on 13 35 66, or on our website 
www.challenger.com.au. If you acquire or hold one of our products, we will receive fees and other benefits, which are disclosed in the PDS for that product (if 
applicable). We and our employees do not receive any specific remuneration for any advice provided to you. However, financial advisers may receive fees or 
commissions if they provide advice to you or arrange for you to invest with us. Some or all of the Challenger Limited companies and their directors may benefit 
from fees, commissions and other benefits received by another Challenger Limited company. 

 

 
Fund out look 
 
We are continuing to target AREITs that have solid fundamentals 
over the medium-to-long-term and are trading cheaply relative to 
other AREITs. The portfolio continues to trade at a valuation 
discount to the market measured by the independently assessed 
NTA as well as our internally derived net asset value (NAV) and net 
present values (NPV). 
 
Overall, we are looking to invest in AREITs that offer a combination 
of a NPV discount, an internal rate of return (IRR) premium, an 
earnings yield discount, ideally a (real, not manufactured) yield 
premium, and a lower price to net asset value. 
 
As mentioned previously, we have been selectively increasing 
exposure to some of the diversified AREITs that have residential 
exposure. We have been doing this opportunistically; taking 
advantage of the negative sentiment surrounding the residential 
sector which we believe has been overplayed given that no 
diversified AREIT has a pure residential exposure.  In addition to this 
we expect that product-mixes will continue to be re-sized and 
targeted to the more affordable end where sales volumes are solid, 
residential building approvals will increase, the unemployment rate 
will remain at low levels and the RBA will move to a more 
accommodative policy setting.  We contend that these factors 
support our position over the medium-to-long-term. 
 
 
 
 
 

 
 
 
We also believe that retail AREITs will continue to lag their office 
AREIT counterparts in terms of the returns generated going forward, 
especially as the re-leasing spreads and rent reviews deteriorate over 
time on the back of a combination of a growing savings rates and, 
to a lesser extent, the growing longer-term trend of internet 
retailing. This is despite the rise in sales volumes recently, which has 
probably been influenced by the RBA easing the official interest 
rates. We are continuing to choose to focus on high-end, quality 
retail (such as the Westfield Group and Westfield Retail), which we 
believe should outperform the other retail sub-sectors going 
forward, in such an environment. Westfield Group in particular, 
offers diversification away from the overall muted retail environment 
in Australia, given Australia is sub-40% of its total exposure. 
Predominantly exposed to the USA, Westfield Group is expected to 
benefit from the upside in the USA, as it comes off a low-base.   
 
Office AREITs are expected to continue to benefit from a lack of new 
supply hitting the market without pre-commitments, given the 
tougher lending criterion put in place by the financiers. 
 
 
 
 
 
 
 
 
 
 


