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*The above lists are illustrative and indicative only and are neither detailed nor exhaustive.

Important Notice: The information has been established on the basis of data, projections, forecasts, anticipations and hypotheses which are subjective. This analysis and conclusions are the expression of an opinion, based on 
available data at a specific date. Due to the subjective aspect of these analyses, the effective evolution of the economic variables and values of the financial markets could be significantly different from the projections, forecast, 
anticipations and hypotheses which are communicated in this Material. For illustrative purposes only. 

Property markets inherently inefficient, enabling 360⁰ approach

➢ Assets are fixed & heterogeneous in nature

➢ Capital intensive ownership structure

➢ Time and costs to transact

➢ Relatively illiquid compared to bonds and equities 
with ‘lumpy’ assets

➢ Appraisal based valuations with no central 
exchange which limits transparency

➢ Relatively stable, visible cash flows

➢ Partial inflation hedge, most notably where leases 
are indexed

➢ Occupancy cycle driven by lead time for new 
construction

Unique characteristics of property*
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Relatively stable & visible income streams driven by fundamentals

Commercial real estate capital stack risks*

Source: AXA IM – Real Assets Research
* The cash flow, risks and capital structure depicted are for illustrative purposes only and the actual capital structure, cash flows, and risks associated with a particular real estate investment will depend on the terms and structure of 
such investment and may differ materially from the example above

Please refer to important notice on slide 1
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Break down traditional silos and look holistically at four quadrants 

.  

* This estimate is based on the Source: DTZ Money into Property 2015
investment grade stock held by different investor groups and excludes some categories which are not investable such as owner-occupied space

Global Property

Universe $13.6tn*
REAL ESTATE 

PRIVATE

DEBT

REAL ESTATE 

PUBLIC DEBT

PRIVATE DIRECT REAL 

ESTATE

Direct investment

Private funds

Direct lending

Balance sheet

REAL ESTATE

EQUITIES

Listed prop cos

REITs

Listed funds

Corporate bonds

CMBS

RMBS

$1.0tn$5.1tn

$1.5tn$6.0tn

“The private market 
accounts for 82% of 
the investable 
universe…

… with the remaining 
18% held in the 
public realm”

North America
$4.2tn – 31% 

Europe
$4.4tn – 32% 

Asia Pacific
$5.1tn – 37% 

Please refer to important notice on slide 1
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Allocation depicted is for illustrative purposes only and is intended to show the strategy that AXA IM – Real Assets would adopt if it was a low risk investor looking to design its own real estate portfolio. Such allocation is not 
intended to be investment advice to the recipient and does not take into account the particular needs of the recipient. Defin ition of investment styles is based on AXA IM – Real Assets’ own subjective interpretation of each such 
investment style.

Calibrating a property portfolio for cycle positioning

Example allocations through the cycle to target an 8% average portfolio level return

Source: Various; AXA IM Real Assets

Please refer to important notice on slide 1
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Source: CoStar, PREA, MSCI/IPD, PMA, AXA IM – Real Assets (forecasts as at 21 March 2019)
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Market Outlook
Global real estate returns to slow, income expected to take centre stage

7.19.5

U.S.

2015-17
Avg % y-o-y

Prime all property return forecasts

2015-17 2018

3.218.6

UK

2015-17 2018

10.417.9

Eurozone

2015-17 2018

3.77.4

Japan

2015-17 2018

8.812.5

Australia

2015-17 2018

 U.S. economic slowdown expected to place pressure on CRE fundamentals

 Europe is a call between value in the UK and growth on the continent

 Japan returns expected to slow as rental growth struggles

2018
Avg % y-o-y

2019-21
Avg % y-o-y

3.2

2019-21
4.6

2019-21

0.6

2019-21

6.0

2019-21

2.7

2019-21

Please refer to important notice on slide 1
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Global property markets in mature stage of the occupancy cycle
Driver of property returns shifted from yield compression to underlying income and rental value growth

Property occupancy cycle by region

Paris
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Sydney 
Melbourne

Global 
Gateway

Tier 2 
coastal

Tier 2/3 
commodity

Brisbane 
Singapore

For illustrative purposes only.

Source: AXA IM – Real Assets
Note: this is a stylised property occupancy cycle and not drawn to scale. Forecasts as at April 2019
For illustrative purposes only

Please refer to important notice on slide 1
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Vintage year risk: importance of asset management capabilities returns to the fore

275bps

145bps

Please refer to important notice on slide 1
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Rented residential properties offer a less cyclical, more defensive income stream

Please refer to important notice on slide 1

Return volatility (SD):

Residential: 2.6%
Office: 3.1%
Retail: 3.9%
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European (excl. UK) total returns UK net initial yields
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Stage 2: 1980s
Centralisation

Stage 3: 1990s
The rise of global 

sourcing

Stage 4: Current
E-commerce and

omni-channel retail

Stage 1: 1970s
Direct replenishment

Suppliers Shops

Mainly domestic suppliers Retail distribution centres Shops

Overseas supplier

Domestic supplier

Retail import centre Retail distribution centres Shops

E-fulfillment centre

Parcel hub Sortation centre Parcel delivery centre

Local depot (urban logistics)

Returns

Customer home

Collection point

Delivery point

Source: JLL, data as of November 2013
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Reconfiguration of retail supply chains driving a structural shift in logistics real estate demand

Please refer to important notice on slide 1
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Summary: income expected to drive property level total returns
Structural shifts supporting new ‘alternative’ property types and impacting traditional sectors

10

Higher yield concerns give way to recession fears

Rising risk that supply response may be met with 
demand shock

Income increasingly important, time to sharpen 
our pencils 

Target sectors less aligned to the business cycle

‘Boots on the ground’ to generate value

Macro

Real Estate 
fundamentals

Cycle

Alternatives

Asset 
Management

• Property fundamentals mostly sound but markets in the
mature phase of the occupancy cycle with signs that the
supply response is emerging

• Yield compression has been widespread with pricing
across regions converging; pricing no longer differentiates
risk so now is the time for caution

• As we progress further into the cycle managing vintage
risk is expected to become ever more critical

• Incorporate alternative property types which are less
exposed to business cycles and more aligned towards
structural shifts in the economy as portfolio diversifiers

• Engage with tenants to actively manage assets and keep
pace with structural shifts impacting the way we use CRE

Such information is not intended to be investment advice to the recipient and does not take into account any particular needs of the recipient.

Please refer to important notice on slide 1
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This material (the “Material”) is solely for the use of the recipient who has received it directly from AXA Investment Managers – Real Assets or any of its affiliates (“AXA IM – Real Assets”) for 
information and discussion purposes only. It is to be treated strictly confidential. This Material and any information contained herein should not be copied or circulated, in whole or in part, without 
the prior written consent of AXA IM – Real Assets. This Material does not constitute an offer or solicitation, nor is it the basis for any contract for the purchase or sale of any investment, security or 
product. It is not for use by retail customers under any circumstances. AXA IM – Real Assets disclaims any and all liability relating to a decision based on or for reliance on this Material. 

This Material has not been reviewed, approved or disapproved by any regulatory authority in any jurisdiction. The distribution of this Material in certain jurisdictions may be restricted by law. The 
recipient represents that it is able to receive this Material without contravention of any applicable legal or regulatory restrictions in the jurisdiction in which it resides or conducts business. AXA IM –
Real Assets does not accept any responsibility for ensuring that a recipient complies with applicable laws and regulations. The Material does not constitute, and may not be used for or in connection 
with, an offer or solicitation by anyone in any jurisdiction in which such offer or solicitation is not authorized or to any person to whom it is unlawful to make such offer or solicitation.

Due to its simplification, this Material is partial and thus the information can be subjective. The information set forth herein does not purport to be complete and is subject to change without notice. 
This Material does not take into account the recipient’s objectives, financial situation or needs. This Material shall not be deemed to constitute investment advice and/or tax, accounting, regulatory, 
legal or other advice and it should not be relied upon as the basis for a decision to enter into a transaction or as the basis for an investment decision. The recipient is urged to consult with its own 
advisers with respect to legal, tax, regulatory, financial, accounting and other matters concerning any investment decision.

Analysis and conclusions express the views of AXA IM – Real Assets and may be subject to change without notice. All information, analysis and conclusions herein present AXA IM – Real Assets’ 
current knowledge and market estimation at the time of its production. Nevertheless it can come to unintended erroneous statements or presentations and the information may change at any time 
without previous announcements and/or notices to the recipient of this Material. Thus, a liability or guarantee for the up-to-datedness, correctness and completeness of the allocated information, 
estimation and opinion cannot be assumed. Information contained herein may vary from previous or future published versions of this Material. Information regarding the background and experience 
of personnel of AXA IM – Real Assets are provided for information purposes only. Such persons may not necessarily continue to be employed by AXA IM – Real Assets and may not perform or 
continue to perform services for AXA IM – Real Assets. The reference to league tables and awards are not an indicator of the futures places in league tables or awards. Unless otherwise noted, 
information provided herein is current as of the date of this Material.

IMPORTANT NOTICE
Part 1/2
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The data including but not limited to scenarios and investment guidelines set forth in this Material are presented for illustrative purposes only and such data could vary significantly from the final investment policy and/or 
actual results. Where past performance, past experience and track record information is provided, this is not necessarily representative of future results: performance is not constant over time and the value of 
investments may fall as well as rise. No representation is made that any results or other figures indicated in this Material will be achieved and that investments will achieve comparable results that targeted returns. 
Property investments can be illiquid and there is no guarantee that properties can be sold at valuation levels. Investment may be subject to gearing and should be considered higher risk than a similar ungeared 
investment. Investment returns may be subject to foreign currency exchange risks. Actual results on unrealized investments described herein will depend on, among other factors, future operating results, the value of the 
assets and market conditions at the time of disposition, legal and contractual restrictions on transfer that may limit the liquidity, any related transactions costs and the timing and manner of sale, all of which may differ 
materially from the assumptions and circumstances on which the valuations used in the prior performance data contained herein are based.

Some statements and analysis in this Material and some examples provided are based upon or derived from the hypothetical performance of models developed by AXA IM – Real Assets and/or third parties. In particular, 
in connection with certain investments for which no external pricing information is available, AXA IM – Real Assets will rely on internal pricing models, using certain modelling and data assumptions. Such valuations may 
vary from valuations performed by other parties for similar types of investments. Models are inherently imperfect and there is no assurance that any returns or other figures indicated in this Material and derived from 
such models will be achieved. AXA IM – Real Assets expressly disclaims any responsibility for (i) the accuracy of the models or estimates used in deriving the analyses, (ii) any errors or omissions in computing or 
disseminating the analyses or (iii) any uses to which the analyses are put.

Any hypothetical illustrations, forecasts and estimates contained in this Material are forward looking statements and are based upon assumptions. Hypothetical illustrations are necessarily speculative in nature and it can 
be expected that some or all of the assumptions underlying the hypothetical illustrations will not materialise or will vary significantly from actual results. Accordingly, the hypothetical illustrations are only an estimate and 
AXA IM – Real Assets assumes no duty to update any forward looking statement. This Material may also contain historical market data; however, historical market trends are not reliable indicators of future market 
behaviour.

Although some information has been provided by AXA IM – Real Assets, the information is based on information furnished by third parties the accuracy and completeness of which has not been verified by AXA IM – Real 
Assets. All information and data in this Material is established on the accounting information, on market data basis or has been sourced from a number of recognized industry providers. All accounting information, except 
otherwise specified, is un-audited. While such sources are believed to be reliable and accurate, none of AXA IM – Real Assets or its respective affiliates, directors, officers, employees, partners, members or shareholders 
assumes any responsibility for the accuracy or completeness of such information. Details of these sources are available upon request. Any pictures, plans, drawings, diagrams or schedules set forth in this Material are 
provided for information purposes only.

AXA IM – Real Assets makes no representation or warranty (express or implied) of any nature nor is responsible or liable in any way with respect to the truthfulness, completeness or accuracy of any information, 
projection, representation or warranty (express or implied) in, or omission from, this information.

© 2019 AXA Real Estate Investment Managers and its Affiliated Companies. All rights reserved.
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