Finding value in plain sight ’ First Sentier
Why REITs look compelling . Investors

Listed REITs are trading at 20-40% discounts to stated net asset value (NAV), while
unlisted property trusts continue to report relatively modest write downs and stable
valuations. The result is a growing disconnect between “price” and “value” that
investors should no longer ignore.

Over the past two years, a material valuation gap has emerged between listed real estate investment trusts (REITs) and unlisted
property vehicles. Public market pricing is now implying asset values materially below those still being carried on private balance
sheets, raising important questions around valuation integrity, liquidity premiums, and the forward trajectory of real estate pricing.

In recent weeks, listed REITs have repriced rapidly since the markets shifted focus to the risk of stagflation and the emergence of
a tightening cycle. Rising risk free rates, widening credit spreads, and a step change in required equity returns have flowed almost
immediately into public market pricing. Share prices adjusted first; balance sheets are expected to follow as valuations are adjusted.

By contrast, unlisted property trusts have exhibited little valuation adjustments, higher reported cap rate stability, limited transaction-
based price discovery and continued distributions supported by leverage and capital management.

The outcome is that private market valuations are lagging public market signals, rather than reflecting a genuinely different economic
outcome.
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Source: First Sentier Investors at 30 April 2026. ‘Small Companies Fund REITs’ are REITs held in the Australian Small Companies Fund. ‘ASX Small Ordinaries
REITs’ are REITs in the S&P/ASX Small Ordinaries Index. ‘Unlisted REITs' are REITs in the MSCI/Mercer Australia Core Wholesale Monthly Property Fund Index.
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The reasons - structural or transient?
Liquidity and price discovery
Listed REITs are priced continuously. Every macro shock, every rate hike, credit event, recession fear is absorbed in real time through

share prices. This produces volatility, but also transparency.

In contrast, unlisted property valuations rely on periodic independent appraisals, limited comparable transactions, assumptions
around terminal cap rates and rental growth and models that smooth volatility rather than absorb it.

In stressed or uncertain markets, fewer transactions occur, which reduces the feedback loop necessary for rapid valuation
adjustment. This does not make private valuations “wrong” in the short term, but it does make them inherently backward looking.

Leverage and valuation optics
Unlisted vehicles often employ higher leverage than listed REITs, particularly in core plus and value add strategies. In these structures:

e small changes in asset values have outsized equity impacts
e managers have strong incentives to avoid triggering LVR covenants, and

e downward valuation adjustments can force equity resets, dilutions, or asset sales.

This creates a structural bias toward valuation smoothing, especially in open ended funds where unit pricing directly affects
subscriptions and redemptions.

Listed REITs face no such constraint: equity trades where the market clears, irrespective of management preference.

Behavioural and governance dynamics
Unlisted property trust investors are accustomed to:

e lower volatility
e stable distributions, and

e long term holding periods.

As a result, managers and boards are acutely conscious of maintaining confidence. Abrupt valuation resets can trigger redemption
risk, funding pressure, or reputational damage.

Public REIT investors, by contrast, accept volatility as the cost of liquidity. Price discovery can be severe, and are expected to track a
shift in valuations in real time, ahead of any adjustments made to valuations on in the accounts.

Are listed REITs too cheap, or private assets too expensive?
The critical question for allocators is whether:
1. Listed REITs have overshot to the downside, driven by short term sentiment and forced selling; or

2. Unlisted property valuations have not yet fully adjusted to higher rates, lower leverage capacity, and structurally higher required
returns.

While we do not seek to answer that concretely. Our analysis highlights that there is at the very least a significant relative valuation
disparity in support of a significant relative allocation to listed REITs.

The basic premise being that public markets tend to overreact initially and stabilise once earnings and balance sheets prove resilient.
While private markets tend to undershoot initially and catch up later through valuation drift, capital raisings, and selective asset sales.

than private market equivalents.

The timing mismatch creates a period, often lasting several years, where listed real estate offers better implied value
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The opportunity for capital allocators

Listed REIT discounts to NAV now imply exit cap rates materially above those embedded in many private valuations. In effect, public
markets are pricing in either:

e further valuation declines, or

e permanently higher required returns.
Unless one believes private valuations are structurally insulated from capital market repricing, this gap is unlikely to persist indefinitely.
Valuation convergence rarely occurs through modelling alone. It occurs when:

e assets trade
e capital structures are stressed, or
e refinancing tests equity assumptions.

As debt maturities peak and refinancing costs reset, private market transactions will increasingly anchor valuation reality, forcing
convergence toward public market signals.
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Source: First Sentier Investors at 30 April 2026. ‘Small Companies Fund REITs’ are REITs held in the Australian Small Companies Fund. ‘ASX Small Ordinaries
REITs’ are REITs in the S&P/ASX Small Ordinaries Index. ‘Unlisted REITs’ are REITs in the MSCI/Mercer Australia Core Wholesale Monthly Property Fund Index.

Conclusion

The valuation dislocation between listed REITs and unlisted property trusts is not merely a technical anomaly; it is a function of
liquidity, governance, behavioural incentives, and valuation mechanics.

Public markets may be volatile, but they are rarely silent. Private markets may appear stable, but stability often reflects inertia rather
than immunity.

Over time, capital markets tend to enforce consistency. Whether through valuation drift, refinancing stress, or transaction evidence,
price and value ultimately reconcile. For investors willing to navigate the volatility, today’s dislocation may represent less a warning —
and more an opportunity.

This analysis challenges the assumption that unlisted equals “lower risk”. In reality, paying a significant premium for often the
same hard assets, in a vehicle with a perception of stability, can offer lower returns and higher risk over the medium and long
term.
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Important Information

This material has been prepared and issued by First Sentier Investors (Australia) IM Ltd (ABN 89 114 194 311, AFSL 289017) (FSI AlM), which forms part of First
Sentier Group, a global asset management business. First Sentier Group is ultimately owned by Mitsubishi UFJ Financial Group, Inc (MUFG), a global financial
group. References to “we” or “us” are references to First Sentier Group. Some of our investment teams use the trading names First Sentier Investors, FSSA
Investment Managers, Stewart Investors, Albacore Capital, gneo Infrastructure Partners and RQI Investors. Not all brands are available in all jurisdictions or to all
audiences. A copy of the Financial Services Guide for FSI AIM is available from First Sentier Investors on its Australian website.

This material is directed at persons who are wholesale investors or wholesale clients (as defined under the Corporations Act 2001 (Cth) (Australia) or Financial
Markets Conduct Act 2013 (New Zealand)) and is not intended for persons who are retail clients. Any advice in this material is general advice only.. It 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. The information in the material does not constitute an offer of, or an
invitation to purchase or subscribe for any securities.

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; (i) may not include all of the information needed to make an
investment decision in relation to such a financial product; and (jii) may substantially differ from other individual authors within First Sentier Group.

Reference to specific securities (if any) is included for the purpose of illustration only and should not be construed as a recommendation to buy or sell the same.
Any securities mentioned herein may or may not form part of the holdings of a First Sentier Group portfolio at a certain point in time, and the holdings may change
over time.

We have taken reasonable care to ensure that this material is accurate, current, complete and fit for its intended purpose and audience as at the date of
publication. No assurance is given or liability accepted regarding the accuracy, validity or completeness of this material and we do not undertake to update it in
future if circumstances change. 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.

Past performance is not a reliable indicator of future performance. Unless otherwise stated, performance returns for periods greater than one year are annualised.
Net performance returns are calculated assuming reinvestment of distributions and use exit prices which are net of management fees and performance fees
(where applicable). Gross performance returns are calculated using a time-weighted return methodology. No allowance has been made for an investor's own
brokerage when they buy their units on a securities exchange.
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All rights reserved.

The indexes referred to in this document (“Index”) are products of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by FSI AIM.
Copyright © 2025 S&P Dow Jones Indices LLC, a division of S&P Global, Inc., and/or its affiliates. All rights reserved. Redistribution or reproduction in whole or in
part are prohibited without written permission of S&P Dow Jones Indices LLC. For more information on any of S&P Dow Jones Indices LLC's indices please visit
www.spdji.com. S&P® is a registered trademark of S&P Global and Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC. Neither S&P
Dow Jones Indices LLC, Dow Jones Trademark Holdings LLC, their affiliates nor their third party licensors make any representation or warranty, express or implied,
as to the ability of any index to accurately represent the asset class or market sector that it purports to represent and neither S&P Dow Jones Indices LLC, Dow
Jones Trademark LLC, their affiliates nor their third party licensors shall have any liability for any errors, omissions, or interruptions of any index or the data included
therein.
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