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® Inflation-linkage
Property revenues are often linked to inflation or
some other escalation factor which can provide a
hedge against inflation.

® Diversification
Correlation with equities tends to be low over
longer periods, however, can be higher in the short
term especially with listed securities.

® Access to structural trends
Property can provide access to an opportunity set
that differs from equities, allowing investors to
benefit from structural thematics, demographics
and growth.

® Mix of income and capital returns
Property can deliver equity-like (capital growth) and
debt-like (income) characteristics, ideally with
returns that sit between equities and bonds and
with low long term correlation to both.

(®» Long term nature
Property provides long-dated cash flows. This can
be useful depending on investor circumstances.

PORTFOLIO CONSTRUCTION
i] CONSIDERATIONS

® Implementation
For the purposes of most retail investors advice
groups, investments in property are limited to
listed REITs due to liquidity and implementation
constraints.

® GREITs
Context prefers global property allocations. In
our view there is a much wider opportunity set,
and most Australian investors will have already
had an existing exposure to domestic property.

Active management

Our preference is to allocate to active managers
with broad global mandates and aligned definitions
of real estate who are able to access emerging and
opportunistic sectors. We therefore outsource to
managers active decisions around sub-sector,
geographic and risk exposure.

Definitions

Context’s preference is to limit or eliminate expo-
sure to real estate operating companies and
property developers.
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LISTED VS UNLISTED ASSET CONSIDERATIONS

Correlation between listed and unlisted property
is limited in the short term but significant over the
long term. Listed REITs exhibit a much higher
equity market beta over shorter time periods.

This difference is attributable, at least in part, to the
appraisal-based approach to unlisted property
valuations which can be significantly lagged.

N
=%
Listed and Unlisted market performance can
differ significantly because listed markets reprice
quickly and listed REITs often have higher gearing
than core direct property. Overall, we believe that
REITs can be a good proxy for unlisted real estate
but there will be significantly higher volatility,
and in the short term at least a lower level of port-
folio diversification because of the higher equity

beta.

In our view, there is mixed evidence as to whether
an“unlisted premium” exists. In our view the benefit
of direct property is lower volatility and greater
diversification benefits.

Unlisted portfolios can create significant challenges
for investors in stress situations.

+ A need for liquidity can create a forced sale situa-
tion where assets must be sold at a discount

+ Infrequent redemption windows and very long
sale processes can make it difficult to rebalance
portfolios opportunistically
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(® Defensive characteristics
Context regards monopolistic and essential service infra-
structure as defensive because of the highly regulated or
long-term-contracted nature of cashflows such assets
generate

® Attractive growth potential
Infrastructure assets with links to economic activity
provide attractive growth options and returns. Capital
inflows and returns in this sector should remain attractive
as global investors become more accepting of infrastruc-
ture as an asset class

® Geographic and sector diversification
Global listed infrastructure provides access to a range of
geographies and sub-sectors that provide portfolio level
diversification and can lower overall portfolio volatility.

® Mix of income and capital returns
Capital intensive nature of essential infrastructure means
returns are typically a mix of income and capital. Infra-
structure can therefore provide a stable return profile
with greater yield potential than equities or bonds.

Long term nature

Essential infrastructure provides a long-dated amenity to
a community or economy and is therefore well suited to
investors with long horizons.

Potential for positive ESG outcomes

Renewable energy and social infrastructure assets have
the potential to mitigate climate change or provide
positive social outcomes.
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PORTFOLIO CONSTRUCTION
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® Implementation
For the purposes of most retail investors invest-
ments in infrastructure are limited to listed secu-
rities due to liquidity and implementation
constraints.

(® Preference for global allocations
Context’s preference is for global infrastructure
allocations. There is a wider opportunity set and
the Australian listed market is quite constrained
for a standalone investment.

(® Active management

Context’s preference is to allocate to active man-
agers with index unaware global mandates and
aligned definitions of core infrastructure who are
able to access emerging and opportunistic
sectors. We outsource to managers active
decisions around sub-sector, geographic expo-
sure and risk exposure.

(®» Definitions
Our preference is to limit or eliminate exposure
to what we would define as non-core infrastruc-
ture assets.
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LISTED VS UNLISTED ASSET CONSIDERATIONS

Correlation between listed and unlisted property Listed benchmarks vary widely in construction
is limited in the short term but significant over the @] and in general include higher risk exposures
long term. Listed infrastructure demonstrates a (commodities, operating businesses, non-core
higher correlation with global equity markets and assets) and significant geographic and sectoral
higher volatility over shorter time periods and is biases (e.g. US, energy). Unlisted portfolios
therefore, in our view, not a perfect proxy for provide a greater degree of control over portfolio
unlisted assets. construction.

Unlisted portfolios can create significant challeng-
es for investors in stress situations.

This is attributable, at least in part, to the valuation
cycle for unlisted assets which by necessity intro-
duces a lag with listed markets.

+ A need for liquidity can create a forced sale situation
where assets must be sold at a discount

+ Infrequent redemption windows and very long
sale processes can make it difficult to rebalance
portfolios opportunistically

DISCLAIMER

This paper has been prepared by Context Capital Pty Ltd ABN 91 641 577 317 (‘Context’), a corporate authorised representative (CAR No. 1282338) of Context Group Pty Ltd (AFSL 535218), for information purposes only. It
is intended solely for wholesale investors as defined under sections 761G and 761GA of the Corporations Act and —financial advisers and is not suitable for distribution to retail clients. The views and opinions contained
herein are those of the authors as at the date of publication and are subject to change due to market and other conditions. Such views and opinions may not necessarily represent those expressed or reflected in other
Context communications. The information contained is general information only and does not take into account your objectives, =financial situation or needs. Before acting on the information or making any -financial
decisions in relation to the matters discussed hereto, you should consider the appropriateness of the information based on your own objectives, =financial situation or needs or consult a professional adviser. Context does
not give any warranty as to the accuracy, reliability or completeness of information which is contained in this material. Except insofar as liability under any statute cannot be excluded, Context and its directors, employees
or consultants do not accept any liability (whether arising in contract, in tort or negligence or otherwise) for any error or omission in this material or for any resulting loss or damage (whether direct, indirect, consequential
or otherwise) suffered by the recipient of this material or any other person. This material is not intended to provide, and should not be relied on for, =financial, legal or tax advice. You should note that past performance and
any forward looking statements is not a reliable indicator of future performance.



