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Past performance is not indicative of future performance. Net performance figures are calculated using exit prices, net of fees and reflect the annual 
reinvestment of distribution. Returns are rounded to two decimal places. Slight variations to actual calculations may occur.  
1FTSE EPRA/NAREIT Developed Index (hedged to AUD) NTR Index Return is stated on a Net Total Return (‘NTR’) basis for all periods. Factsheets 
issued from inception until 23 June 2016 state Index Return on a Gross Total Return basis. 
2This figure represents the annualised performance of the Fund from inception. 

 

Principal Global Property Securities Fund 
 

  

BENCHMARK 
FTSE EPRA/NAREIT 
Developed Index (hedged  
to Australian dollars) NTR 

OBJECTIVE  

Aims to achieve a total return above the benchmark, before fees, over three to five 
year periods. 

APIR PGI0002AU ARSN 122 853 758 

INCEPTION DATE 1 February 2007 FUND SIZE $178.8m 

MANAGEMENT FEE 1.0000% p.a. EXIT PRICE $0.7003 

BUY / SELL SPREAD +0.15% / -0.15%   

    

 

 

Performance (%)  

Gross 1 month 3 months 1 year 
3 years 

p.a. 
5 years 

p.a. 
7 years 

p.a. 
10 years 

p.a. 

Since 
inception 

p.a.2 

Fund -3.45 1.18 -21.35 5.46 1.91 3.05 5.62 3.55 

Benchmark1 -3.86 0.10 -21.31 5.67 0.69 1.21 3.74 1.84 

Active 0.41 1.08 -0.04 -0.21 1.22 1.84 1.88 1.71 

 

Net 1 month 3 months 1 year 
3 years 

p.a. 
5 years 

p.a. 
7 years 

p.a. 
10 years 

p.a. 

Since 
inception 

p.a.2 

Fund -3.53 0.94 -22.13 4.42 0.90 2.03 4.58 2.53 

Benchmark1 -3.86 0.10 -21.31 5.67 0.69 1.21 3.74 1.84 

Active 0.33 0.84 -0.82 -1.25 0.21 0.82 0.84 0.69 

 
Top 10 holdings (%)        

 

 

 

 

 

Stock Country Sector Weight 

Prologis United States Office & Industrial 4.93 

Extra Space Storage United States Self-Storage 3.50 

VICI Properties United States Net Lease 3.27 

AvalonBay Communities United States Residential 3.20 

Mitsui Fudosan Japan Diversified 3.03 

Rexford Industrial Realty United States Office & Industrial 2.96 

Sun Hung Kai Properties Hong Kong Diversified 2.82 

Invitation Homes United States Residential 2.79 

Ventas United States Healthcare 2.78 

Welltower United States Healthcare 2.68 
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Country asset allocation (%) Sector asset allocation (%) 

 
 

All property returns below are stated in (local, USD) format and are based on the FTSE EPRA NAREIT Developed index or 
representatives held in the portfolio unless stated otherwise. 

 
Overall market review 

The first quarter was characterized by significant intra-quarter volatility. Initially, firmer economic data and moderating headline 
inflation sparked a rally in equity markets with the narrative shifting quickly from a ‘soft landing’ to ‘no landing’. However, a spate of 
firmer than expected core inflation readings and the sudden bank failures in March triggered a pullback in global equities returns off 
their highs before rapid central bank action placed a floor under the declines. Equity markets (MSCI World) ended the quarter up 
7.9%. Capital intensive property stocks (FTSE EPRA/NAREIT Developed Hedged AUD NTR), which were harder hit by concerns 
over a possible credit crunch, returned -1.1%. Global bonds (Bloomberg Global Aggregate) returned 3.0%. As the banking crisis 
unfolded, government bond yields plunged on safe haven demand with the US 10-year yield falling 0.39% over the quarter to end at 
3.49%. 

American market review 

The Americas outperformed (2.4%, 2.4%). After initial hopes of a soft landing and a pivot from the Federal Reserve, sentiment was 
upended by employment, retail sales, and inflation reports that were too strong for comfort. This raised expectations of higher for 
longer interest rates. However, the sudden bank failures in March required swift intervention and changed the perceived path of future 
monetary policy actions. Markets displayed increased confidence that the aggressive interest rate cycle of the past year was close 
to an end despite 0.50% of hikes during the quarter. The Federal Reserve also acknowledged that tighter credit conditions might 
substitute for future hikes. Real estate stocks lagged given regional banks’ linkage to the office sector as a significant provider of debt 
capital. Storage had the strongest performance during the quarter driven by M&A speculation. Industrial owners also rallied on 
continued evidence of robust pricing power. Meanwhile, office lagged on sluggish fundamentals and fears that the already troubled 
office lending market could worsen further. 

Europe market review 

Europe was the worst performer (-4.9%, -3.1%), weighed down by Continental European property stocks on concerns over the 
potential fallout to the banking sector from the failure of Credit Suisse. UK property stocks held up much better given their stronger 
balance sheets and a moderation in the pace of asset price declines. Like the Americas, European stocks started the quarter on a 
strong footing supported by firmer economic data and moderating inflation before the gains were more than offset by concerns over 
banking sector health and sticky core inflation.  
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Europe market review (continued) 

Housing underperformed significantly, as over-leveraged German housing companies cut or suspended dividends to try and preserve 
cash. Swiss and Swedish housing companies underperformed for similar reasons. Belgian and Dutch companies were the strongest 
performers lifted by the defensive self-storage and student housing sectors’ strong balance sheets, resilient valuations and continued 
strong operational growth. 

Asia-Pacific market review 

Asia also trailed behind (-0.8%, -1.5%). The region was lifted by positive returns from the defensive Singapore real estate investment 
trust (REIT) space, which benefitted from rotational flows as local investors positioned for a more substantive global slowdown. The 
Singapore dollar offered a rare oasis of calm, strengthening -1% against the US dollar in contrast with the currency weakness seen 
almost everywhere else. Hong Kong also held up relatively well, supported by improving momentum in its border reopening with 
China, as well as a recovery in retail sales and residential home prices. The one blemish in Hong Kong was a surprise 1 for 5 rights 
issue by a retail REIT which heavily depressed its share price and raised concern that other Hong Kong peers might follow suit. 
Japan lagged, weighed by Japanese REITs (JREITs), which were pressured by the fallout from the Bank of Japan’s (BOJ) surprise 
widening of its target range for the 10-year Japanese bond yield back in December last year. Japanese developers outperformed 
JREITs as the Japanese yield curve steepened through most of the quarter. Diversified Australia REITs (AREITs) with residential 
exposure were notable outperformers on expectation that the Reserve Bank of Australia (RBA) was close to the end of its rate hike 
cycle. 

Performance review 

The Principal Global Property Securities Fund returned 0.94% (net) in AUD terms, an outperformance of 0.84% when compared with 
the FTSE EPRA/NAREIT Developed Index (hedged to AUD) NTR return of 0.10% for the quarter.  

With the overriding themes of the quarter being concerns over tighter bank lending and higher for longer interest rates given sticky 
inflation, investors sold highly levered companies and cyclical growth exposed stocks. The portfolio’s underweight to cyclical US 
office was a main contributor. Office stocks lagged on weak fundamentals and the high exposure of the US. regional banks to the 
sector. An underweight to highly levered companies in Germany and Sweden was the other key contributor with several German 
residential landlords cutting dividends during the month as concerns over refinancing surfaced. 

Stock selection within US data centers was detractive as the investment managers were underweighting to a company that 
outperformed on solid quarterly results and continued bullish comments during conferences. 

Selection within Canadian industrial also detracted, as the investment managers were underweighting to stocks where investors 
deployed proceeds from the privatization of a peer. 

Market outlook 

Banking failures during the first quarter illustrate that the lagged and unintended consequences of the blistering pace of central bank 
rate hikes are starting to manifest. Thankfully, many of the issues faced by troubled banks appear more unique than systemic. The 
swift response by regulators who have the benefit of the Global Financial Crisis experience behind them should limit further fallout 
and contagion. 

Central banks now need to strike a dicey balance between the battle to tame inflation and the risk of tighter financial conditions 
triggering an even greater economic slowdown or causing something else unforeseen to break. The problem is that core inflationary 
pressures remain elevated in the US and the Eurozone. Economic data have also continued to hold up well, especially in the labor 
market. Key central banks have thus pushed ahead with rate hikes in the face of banking instability, relying on alternative weapons 
in their arsenal to address systemic stability. 

While a financial contagion has likely been averted, bank lending will probably be curtailed by smaller banks who may now find it 
harder to attract deposits. This will put an additional brake on economic growth over and above the sizeable interest rate hikes that 
have already come through. The rapidly evolving market narrative is thus likely to shift once more from a “no landing” scenar io back 
to “some sort of landing” as tighter financial conditions start to bite more tangibly in the months and quarters ahead. Bond markets 
are already flashing warning signs of a more imminent slowdown with the 2-year US treasury yield plunging ~1% in March. 

After a promising start to the year, global REITs have now given back most of those gains, as well as their initial outperformance 
against equities. Much of the relative underperformance to equities came in March, as the prospect of a banking crisis driven credit 
crunch weighed heavily on the capital-intensive real estate sector. The upshot is the crisis seems to have abated with swift action 
from central bank action, as evidenced by the sharp pullback in the MOVE Index of interest rate volatility. 

There remains the risk of a retrenchment in commercial real estate loans especially among US regional banks (which account for the 
lion’s share of banking lending to the sector), putting further downward pressure on an already challenged office sector. However, 
the saving grace is that there has already been a sizeable correction in publicly listed REITs in anticipation of such pressures. It 
should also be noted that REITs have diverse sources of funding, with US REITs obtaining approximately 60% of debt from the public 
bond markets. REITs tend to own higher quality assets that are less vulnerable to tenant departures. Moreover, loan-to-value ratios 
are markedly lower than they were entering the last financial crisis. 

Under the investment manager’s base case of no financial contagion but some degree of economic contagion from tighter lending 
standards and the lagged impact of rate hikes, investors will likely continue to position for a growth slowdown. As the risk of a banking 
crisis recedes, REITs are likely to benefit from a rotation into defence once again.  
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Market outlook (continued) 

REITs perform better against equities in the later stages of the rate hike cycle with their relative outperformance becoming more 
marked as rates peak and fall. The Federal Reserve has already hinted that tighter credit availability could substitute for more 
aggressive future rate hikes reinforcing the view that the investment managers are much nearer to peak rates now. REITs offer 
downside protection against a weaker economic outlook given the staggered nature of leases over multiple years. Many REIT leases 
are structured with annual rent escalations or cost pass throughs that mitigate against rising cost pressures. These cost pressures 
are now well known after the surge in rates and commodity prices last year and have arguably been well priced in. 

The investment manager’s portfolio construction process remains focused on bottom-up stock selection. At the same time, they are 
mindful of potential swings in sentiment driven by dynamic macro news flow that can drive style shifts that cause performance 
leadership to flip between different groups of stocks. The investment manager continues to maintain a core of select structural growth 
stocks which they believe have pricing power given strong demand supply fundamentals and which should be well positioned to 
weather any growth slowdown driven by overzealous central bank rate hikes or other geopolitical concerns. 

Issued by Ironbark Asset Management (Fund Services) Limited ABN 63 116 232 154 AFSL 298626 (‘Ironbark’). Ironbark is the responsible entity for 

the Fund(s) referred to in this document. The relevant target market determination (TMD) and offer document for the Fund(s) is available 

from www.principalglobal.com/au or by calling +61 2 8226 9000. This document contains general information only and is not intended to represent 

specific investment or professional advice. The information does not take into account an individual’s personal financial circumstances, objectives or 

needs.  Before making an investment decision, you should consider obtaining professional investment advice that takes into account your personal 

circumstances and should read the current TMD and offer document before making an investment decision to acquire or to continue to hold units in the 

Fund.  Ironbark and its representatives believe that the information in this document is correct at the time of compilation, but no warranty of accuracy 

or reliability is given and no responsibility arising in any other way for errors or omissions (including responsibility to any person due to negligence) is 

accepted by Ironbark.  To the extent permitted by law, Ironbark, its employees, consultants, advisers, officers and representatives are not liable for any 

loss or damage arising as a result of reliance placed on the contents of this document. While any forecasts, estimates and opinions in this material are 

made on a reasonable basis, actual future results and operations may differ materially from the forecasts, estimates and opinions set out in this material. 

No guarantee as to the repayment of capital or the performance of any product or rate of return referred to in this material is made by Ironbark. Past 

performance is not a reliable indicator of future performance. All currency references are shown in Australian dollars unless stated otherwise. All indices 

are copyrighted by and proprietary to the issuer of the index. Any investment is subject to investment risk, including delays on the payment of withdrawal 

proceeds and the loss of income or the principal invested. This document is not intended for distribution to, or use by, any person or entity in any 

jurisdiction or country where such distribution or use would be contrary to local law or regulation. No part of this material may be reproduced or distributed 

in any manner without the prior written permission of Ironbark. © Copyright 2023 Ironbark Asset Management Pty Ltd (Ironbark) (ABN 53 136 679 420). 
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