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For important information relating to Goldman Sachs JBWere’s interests in companies or trusts 
the subject of this presentation, please see the final pages of this presentation.
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Performance

REITs vs All Ords - Price Index
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rce: IRESS

Less price 
growth as you 
would expect 
from a lower risk 
and lower 
volatility sector.

All Ords has 
survivorship bias 
and higher 
failure rate.



Page 3   2/3/2005

Performance

Adding in the 
income, shows 
the stellar 
performance.

Despite the 
introduction of 
the CGT discount 
rule and the 
redeemable 
excess franking 
credit regimes.

EITs vs All Ords - Accumulation Index
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Performance
Rolling Annual REIT Accumulated Return vs 10 Year Bonds
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Highly correlated most of the time

Secular trend has been beneficial

More recently, Bonds have been 
in a range but REITs continue to 
outperform

Other factors are at work……..
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Performance

Performance has not been all bond 
related

Properties have done their job

Sector has changed too

Growth and consolidation

Internalisation

Globalisation

Gearing

De-rated relative to bonds?

REIT Yield vs 10 Year Bond Yield
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Property Markets

Real estate assets have done 
well and this explains part of the 
performance of the sector

Retail has powered ahead

Offices have come off a high

Industrial solid

Total Retail Industrial Office Diversified Stapled International

Income Growth from assets 2004

Source: Company data, GSJBW Research estimates
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Growth and Consolidation

Good managers have grown accretively

Have resulted in bigger, more liquid, more 
diverse portfolios

Best managers have survived

Has enabled trusts to gear

Has enabled benefits of scale

Has broadened the investor base

Source: IRESS, GSJBW Research estimates



Page 8   2/3/2005

Internalisation

Stapled security format has gained dominance

Cost efficient

Aligned interest

Flexibility

Synergies have existed for the vertically 
integrated manager

New risks emerging.

Source: IRESS, GSJBW Research estimates

Portion of sector

Internal

68%

External

32%

Note: Including GPT and MGI internal is 83%
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Globalisation

Mature local market

US and UK compatible markets

Risk management

Property

Financial

O'seas

31%

Domestic

69%

Portion of sector by market cap

Source: IRESS, GSJBW Research estimates
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Gearing

Adding risk but likely to continue to 
climb in our view

Traditional measurement exacerbates 
the movement

REITs better placed to leverage as a 
result of growth and expertise

Low by world / private standards

Debt to Tangible Assets 

Source: Company data

Total Retail Industrial Office Diversified Stapled International

Gearing June 2004 Gearing June 2003
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Summary

In the race to create superior returns the internally operated, vertically integrated, 
global companies are believed to be the best proponents at the moment

But it is unlikely that everyone can do it all. Some may make mistakes too

From time to time, company specifics will be more important than the real estate 

Corporate strategy 

Financial leverage

Services industries

But the bulk of the income is still rental and the market will select the best operators 
with the most efficient structure to control the assets
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Important Notice:

his document should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. This document contains general advice 

only. In preparing this document, Goldman Sachs JBWere Pty Ltd ("Goldman Sachs JBWere") did not take into account the investment objectives, financial situation and particular needs ('financial circumstances') of any 

particular person. Accordingly, before acting on any advice contained in this document, you should assess whether the advice is appropriate in light of your own financial circumstances or contact your Goldman Sachs 

JBWere adviser. If you were referred to Goldman Sachs JBWere by an investment adviser, that adviser may receive a financial benefit from Goldman Sachs JBWere for dealing in securities on your behalf. Your Goldman

Sachs JBWere adviser will give you precise details of any benefit payable to the investment adviser who referred you to Goldman Sachs JBWere. For purposes of calculating whether The Goldman Sachs Group, Inc. or 

Goldman Sachs JBWere beneficially owns or controls, including having the right to vote for directors, 1% of more of a class of the common equity security of the subject issuer of a research report, The Goldman Sachs

Group, Inc. and Goldman Sachs JBWere includes all derivatives that, by their terms, give a right to acquire the common equity security within 60 days through the conversion or exercise of a warrant, option, or other right 

but does not aggregate accounts managed by Goldman Sachs Asset Management, Goldman Sachs JBWere Asset Management or Goldman Sachs JBWere Portfolio Management. For the purposes of determining whether 

Goldman Sachs JBWere and its affiliates have a substantial holding in a company or trust, Goldman Sachs JBWere calculates that holding as prescribed by the Corporations Act 2001 (Aust) which for the avoidance of 

doubt includes accounts managed by Goldman Sachs Asset Management, Goldman Sachs JBWere Asset Management and Goldman Sachs JBWere Portfolio Management. Goldman Sachs JBWere generally prohibits its 

analysts and persons reporting to analysts from maintaining a financial interest in the securities or derivatives of any companies or trusts that the analyst cover. This document is distributed in the United States by 

Goldman, Sachs & Co., in Hong Kong by Goldman Sachs (Asia) L.L.C., in Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch, in Japan by Goldman Sachs (Japan) Ltd., in New Zealand by Goldman Sachs JBWere

NZ) Limited and in Singapore by Goldman Sachs (Singapore) Pte (Company Number: 198602165W). This material has been issued by Goldman Sachs JBWere Pty Ltd and has been approved for the purposes of section 

21 of the Financial Services and Markets Act 2000 by Goldman Sachs International, which is regulated by the Financial Services Authority, in connection with its distribution in the United Kingdom, and by Goldman

Sachs Canada, in connection with its distribution in Canada. Goldman Sachs International and its non-US affiliates may, to the extent permitted under applicable law, have acted on or used this research, to the extent that i

relates to non-US issuers, prior to or immediately following its publication. Further information on any of the securities mentioned in this material may be obtained on request, and for this purpose, persons in Italy should 

contact Goldman Sachs S.I.M. S.p.A. in Milan or its London branch office at 133 Fleet Street; and persons in Hong Kong should contact Goldman Sachs (Asia) L.L.C. at 2 Queen's Road Central. Persons who would be

categorized as private customers in the United Kingdom, as such term is defined in the rules of the Financial Services Authority, should read this material in conjunction with the last published reports on the companies 

entioned herein and should refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risk warnings is available from the offices of Goldman Sachs International on request. 

Unless governing law permits otherwise, you must contact a Goldman Sachs entity in your home jurisdiction if you want to use Goldman Sachs JBWere's or The Goldman Sachs Group, Inc's services in effecting a 

transaction in the securities mentioned in this material. Goldman Sachs JBWere Pty Ltd (which trades as Goldman Sachs JBWere) and its related entities distributing this document and each of their respective directors, 

officers and agents ("Goldman Sachs JBWere Group") believe that the information contained in this document is correct and that any estimates, opinions, conclusions or recommendations contained in this document are 

reasonably held or made as at the time of compilation. However, no warranty is made as to the accuracy or reliability of any estimates, opinions, conclusions, recommendations (which may change without notice) or othe

information contained in this document and, to the maximum extent permitted by law, Goldman Sachs JBWere Group disclaims all liability and responsibility for any direct or indirect loss or damage which may be 

suffered by any recipient through relying on anything contained in or omitted from this document. This document is for the intended recipient only and is provided on the condition that you keep it confidential and do not 

copy or circulate it in whole or in part. No part of this document may be reproduced without the permission of Goldman Sachs JBWere Group. Copyright in this document is owned by Goldman Sachs JBWere Pty Ltd. © 

2004 Goldman Sachs JBWere Pty Ltd ABN 21 006 797 897 All rights reserved.

Research Analyst Certification: I,Nick Vrondas, hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject company or companies and its or 
eir securities. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this report.
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