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Structural Benefits of REITs

Source: Nareit and First Sentier Investors. All information is referring to the US REIT model. Image Source: Prologis

• REITs must pay out at least 90% of their taxable income to shareholders (most 
pay out 100%), shareholders pay the income taxes on those dividends.

• Typically derive at least 75% of its gross income from rents from real property, 
interest on mortgages financing real property or from sales of real estate

• Listed REITs are professionally managed, publicly traded companies that 
manage their businesses with the goal of maximizing shareholder value. 
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Observed Trends

Sub-Sector Investment Opportunities

Source: First Sentier Investors, for illustrative purposes only
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Inflation
• Excess money supply. Central banks have started tightening from ultra-loose levels

• Pandemic related Government Fiscal stimulus programmes – in run off 

• Pandemic related supply chain disruption – mainly labour productivity

• Geopolitical risk in Europe has added fuel to the inflation fire

• Either way inflation likely to persist longer than anticipated



Types of Inflation

Source: First Sentier Investors, for illustrative purposes only
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Points to Consider

• When considering inflationary hedges, we focus on inflation 
holistically rather than just consumer inflation

• Another simple way we think about inflationary hedges is 

Pricing Power



Long Term Structural Trends

• Continued growth in e-commerce adoption

• Investment into improving supply chain efficiency and 
resiliency

• Technical advancement and rising data consumption

• Growth in renewable energy generation

• Rapid advancements in pharmaceutical research and 
development

• Falling home ownership

Image source: Economic times, business insider, getty images



• Source: First Sentier Investors, for illustrative purposes only. Image Source: vox.com, Digital Realty, theurbandeveloper.com
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Real Estate Types Inflationary Hedge

Source: First Sentier Investors, for illustrative purposes only

Economic Sensitivity
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Logistics - So what can a smart phone do?

Amazon Oakdale West Fulfilment Centre – Goodman Group

Image source: Goodman Group



Apartments for Rent
Societal change driving opportunity

UDR – Pacific City Huntington Beach

Image source: UDR 



Data Centres
Societies rapid adoption
of technology

Digital Realty - 350 East Cermak, Chicago

Image source: First Sentier Investors



Office Buildings
Disruption in the CBD

Image source: Quitnet.com 

New York Central Business District



FSI Global Property Net Zero Initiative

Image Source gettyimages



ESG assessment and monitoring

• Like all fundamental risks, ESG factors are reviewed 
continuously by investment analysts and portfolio managers. 
In-house research is by far our most important source of ESG 
related information

• Within our team we have a dedicated ESG champion who acts 
as a conduit between the Global Property Securities team and 
the Responsible Investment team. 

• We also monitor ESG information through third party data 
providers, including MSCI and Sustainalytics. This is a 
benchmarking tool rather than the basis of our approach

ESG Assessment Criteria

Environmental Social Governance

• Energy efficiency
• Recycling and waste 

management
• Use of renewable energy 

(e.g. solar panels)
• Carbon footprint
• Sustainability initiatives

• Community initiatives
• Health and safety
• Inclusion and diversity
• Equal opportunity
• Human rights
• Occupational Health and 

Safety

• Board experience and 
composition

• Alignment of interest
• Accountability
• Disclosure
• Risk management
• Shareholder rights

ESG integration 

“We believe the meticulous understanding of the global property securities sector garnered over 
many years is unrivalled, facilitating our in-depth ESG analysis”



• Real estate including embodied carbon contributes to approximately 40% of global 
greenhouse gas emissions

• The building sector has the largest potential to reducing greenhouse gas emissions
compared to other sectors

• As the population approaches 10 billion world building stock set to double in size

Real Estate and a Net Zero Initiative

Source: World Global Building Council

• Already having Responsible Investing criteria in our investment process we 
are now taking it a step further

• Implementation of proprietary, ground up carbon emission analysis 

• Ability to analyse Embodied Carbon emissions

• A vision to bring about change

Properties Global Importance

FSI Initiatives



18

Embodied Carbon Real Estate Lifecycle

11% of estimated global 
emissions are from 
embodied carbon

• Source: buildpass.co.uk.

Extract Raw 
Materials

Transport to 
Factory

Transport to 
Site

Manufacture 
Products

Construct 
the Building

Demolish 
the Building

Haul Away 
Waste Materials

Landfill (or 
recycle)

EMBODIED EMBODIED EMBODIED EMBODIED EMBODIED
OPERATIONAL

EMBODIEDEMBODIED EMBODIED EMBODIED

Use and 
Maintain 

the Building

Complete Carbon Lifecycle Assessment



Portfolio Modernisation

Net Zero Analysis Summary

• Development

• Re-development

• Capital recycling

• Redefining businesses corporate social responsibilities

• Regenerative programs

• Renewable energy investment

• Green Materials

• End of life recycling

Carbon Offset Programmes

Embodied Carbon

Renewable Energy Procurement

• Solar

• Wind

• Biomass

• Solar

• Wind 

• Geothermal

On-site Renewable Energy Generation



Global Property ESG Reporting

• This document includes statements, estimates, and projections that are forward-looking and based on information and assumptions known to date but which are subject to various risks, uncertainties, assumptions and other factors that could cause the actual 
results or performance to be materially different from those expressed in, or implied by, these statements. These forward-looking statements do not guarantee future performance and actual results may differ materially from those expressed in the statements
contained in this document. Source: First Sentier Investors. 

• As at 30 June 2022



Questions



• This material has been prepared and issued by First Sentier Investors (Australia) IM Ltd (ABN 89 114 194 311, AFSL 289017) (FSI AIM), which forms part 
of First Sentier Investors, a global asset management business. First Sentier Investors is ultimately owned by Mitsubishi UFJ Financial Group, Inc
(MUFG), a global financial group. A copy of the Financial Services Guide for FSI AIM is available from First Sentier Investors on its website.

• This material is directed at persons who are ‘wholesale clients’ (as defined under the Corporations Act 2001 (Cth) (Corporations Act)) and has not been 
prepared for and is not intended for persons who are ‘retail clients’ (as defined under the Corporations Act). This material contains general information 
only. It is not intended to provide you with financial product advice and does not take into account your objectives, financial situation or needs. Before 
making an investment decision you should consider, with a financial advisor, whether this information is appropriate in light of your investment needs, 
objectives and financial situation. 

• Any opinions expressed in this material are the opinions of the individual author at the time of publication only and are subject to change without 
notice. Such opinions: (i) are not a recommendation to hold, purchase or sell a particular financial product; (ii) may not include all of the information
needed to make an investment decision in relation to such a financial product; and (iii) may substantially differ from other individual authors within 
First Sentier Investors.

• To the extent permitted by law, no liability is accepted by MUFG, FSI AIM nor their affiliates for any loss or damage as a result of any reliance on this 
material. This material contains, or is based upon, information that FSI AIM believes to be accurate and reliable, however neither MUFG, FSI AIM nor 
their respective affiliates offer any warranty that it contains no factual errors. No part of this material may be reproduced or transmitted in any form or 
by any means without the prior written consent of FSI AIM.

• Any performance information has been calculated using exit prices after taking into account all ongoing fees and assuming reinvestment of 
distributions. No allowance has been made for taxation. Past performance is not indicative of future performance.

• Copyright © First Sentier Investors

• All rights reserved.

Disclaimer
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