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Important note

The information contained in this document, including 

any attachments (collectively, "Information") has been 

prepared by AMP Capital Investors Limited (ABN 59 

001 777 591) (AFSL 232497) (“AMP Capital”) and its 

associates for providing general information about the 

investment capabilities referred to in the Information 

(“Capabilities”) and is qualified in its entirety by any 

product disclosure statement, information 

memorandum, private placement memorandum or 

other relevant documentation. The Information is not 

intended for distribution or use in any jurisdiction 

where it would be contrary to applicable laws, 

regulations or directives and does not constitute a 

recommendation, offer, solicitation or invitation to 

invest regarding the Capabilities.

Prospective investors should not treat the Information 

as advice on legal, tax or investment matters and 

should make their own inquiries and consult 

professional advisers as to applicable laws, 

regulations and requirements in any particular 

jurisdiction (including, where the Information is 

received) and the consequences arising from any 

failure to comply.

The Information may contain projections, forecasts, 

targeted returns, illustrative returns, estimates, 

objectives, beliefs, back-testing, hypothetical returns, 

simulated results, non actual and similar information 

("Non Actual Information"). Non Actual Information 

is provided for illustrative purposes only and is not 

intended to serve, and must not be relied upon as a 

guarantee, an assurance, a prediction or a definitive 

statement of fact or probability. Actual events and 

circumstances are difficult or impossible to predict and 

will differ from assumptions. Many actual 

circumstances are beyond the control of AMP Capital. 

Some important factors that could cause actual 

results to differ materially from those in any Non 

Actual Information include changes in domestic and 

foreign business, market, financial, interest rate, 

political and legal conditions. Various considerations 

and risk factors related to an investment in a 

Capability are described in relevant documentation. 

There can be no assurance that any particular Non 

Actual Information will be realised. The performance 

of any investment or product may be materially 

different to the Non Actual Information.

The Information does not purport to be complete, 

does not necessarily contain all information which a 

prospective investor would consider material, and has 

been prepared without taking account of any 

particular person’s objectives, financial situation or 

needs. While every care has been taken in preparing 

the Information, except as required by law, no 

representation or warranty, express or implied, is 

made in relation to the accuracy or completeness of 

the information provided in this document. 

Accordingly, the Information should not form the basis 

of any investment decision. A person should, before 

deciding, consider the appropriateness of the 

Information, and seek professional advice, having 

regard to the person’s objectives, financial situation 

and needs and should read the risks section of any 

relevant document relating to the Capability.

Past performance is not a reliable indicator of future 

performance. Capabilities are subject to investment 

risks, which could include delays in repayment, and 

loss of income and capital invested. No company in 

the AMP Group assumes any liability to, or takes any 

responsibility for any loss or damage suffered by, 

investors in connection with investment in a 

Capability or guarantees the performance of a 

Capability or any rate of return or any obligations. 

Investments in a product are not deposits or liabilities 

of any company in the AMP Group and repayment of 

capital is not guaranteed.

Photographic images used are for illustrative 

purposes only and may not represent actual images 

of assets or opportunities described in the 

Information.

The Information is provided on a confidential basis 

and must be kept strictly confidential (with the 

exception of providing it to your professional advisors 

who are also contractually and/or professionally 

bound to keep it confidential) and may not be 

reproduced or redistributed (in whole or in part) or 

otherwise made available to any other person in any 

format without the express written consent of AMP 

Capital.

This Information, unless otherwise specified, is 

current at the date of publication and will not be 

updated or otherwise revised to reflect information 

that subsequently becomes available, or 

circumstances existing or changes occurring after 

that date.

By accepting this Information, you agree to be bound 

by these limitations, terms and conditions.
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– Liquidity and valuations will be the key issue for real estate in the COVID19 

induced economic downturn period

– Similarly to the 9-11 downturn we are anticipating a short, sharp downturn 

followed by a speedy recovery

– Capital formations rapidly reorganising around long WALE and opportunistic 

deals 

– In the lead up to COVID global liquidity was strong with almost $USD 1 Trillion 

in investment sales and $USD 350bn in dry powder

– REIT discounting appealing to core and opportunistic buyers – currently no 

pressure for fire sales like GFC

– Early signs of two buyer groups emerging – those that have to buy with cash on 

hand and opportunistic/PE buyers looking for bargains.

– Office outlook solid with low vacancy, and supply in some markets being 

postponed

– Retail outlook under pressure short term negative impacts on performance 

related to shut downs.

– Logistics servicing food delivery & online retail to remain attractive with long 

term growth upside

– Returns across all real estate asset classes likely to come under pressure near 

to medium term, before rebounding strongly 

– Still early in cycle but a post COVID rally likely to be sharp, supported by cheap 

debt, high levels of government stimulus

Source: AMP Capital Real Estate Research
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Current state of play



Impact of COVID19 by asset class

3Source: AMPCI RE Research

Implications Short-term Longer-term

Asset class

✓ Balance sheets are stronger than the GFC: lower gearing, diversification of debt 

sources, solid liquidity.
✓ Risk-free yields remain low.

✓ Majority of income is contracted rent.

✓ Reduced transaction volumes may inhibit alpha generation, but can reduce volatility 

in values.

 Developments facing supply chain delays.

Retail

 Decline in footfall will impact sales and pressure retailer profitability.  Faster e-commerce penetration and growth

 Reduced cashflow as a result of government shutdowns will impact centre productivity

 Inventory issues for retailers due to supply chain.

 Reduction in tenant demand / lease signings given uncertainty.

Office

✓ Most professional services firms able to remain operational to some extent, and large-

firm bankruptcies unlikely.
 Work-from-home adoption may increase.

✓ Developments facing supply chain delays, a potential negative for development 

profits but a positive for stock supply risk.

 Pressure on vacancy and incentives, particularly for lower grade assets.

Industrial

✓ Significant demand for food manufacturing / cold store / household essentials / 

medical manufacturing. 
 Poorly capitalised speculative developers may come under stress.

 Slowdown in domestic economy and movement of goods will impact demand.

 Speculative developments come under pressure as occupier demand slows.



Short term (3-6 month) liquidity & valuation implications

4Source: AMPCI RE Research

Liquidity Valuations

• Banks supportive not contemplating foreclosures • Too soon to tell, market data still patchy on rental 

abatements  

• Funds lowly geared today vs GFC 28% vs 45% in 

2007

• Capital support for Australian core still strong 

supporting valuations until clearer picture emerges

• Two distinct investor camps emerging – core 

investors that have to allocate & Opportunistic 

HNW/Private Equity buyers

• Supply on hold for office and speculative logistics 

assets

• Market liquidity at record levels in lead up to COVID 

crisis - $USD1 trillion in global sales in 2019 & 

$USD 350bn dry powder in the queue

• Lower growth outlook for income in the next 12 

months to be factored into valuations

• Flight to quality by lenders & investors favouring 

core strategies

• Banks not pressuring valuers for a view 

• Secondary market risk harder to price given shorter 

income profile – most investors favouring long 

WALE

• No ‘fire sales’ bought to market as yet



How are consumers responding to COVID19 & what does it mean for 
category risks?

Category Risks

Medical Services

Supermarkets

Pharmacy

Food Retail

Food Catering

Apparel

DS/DDS

Entertainment (Cinemas & Arcades

Travel

L
o

w
M

e
d

H
ig

h

COVID & Consumer Spending Behavior



Downturns in the Office Markets: Different causes but similar outcomes

// 6

> Over the past 40 years, the Sydney CBD has experienced just 5 market corrections (Oil Crisis, 90’s Recession, 

Tech Wreck, GFC & European Debt Crisis). While the causes were always different the outcomes were fairly similar. 
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The impact on office demand…short, but punchy

// 7

> Market corrections tend to be relatively short with a duration of 2-3 

years and 12-18 months in Sydney and Melbourne, respectively. 

> On average the past market corrections have reduced occupied 

space by about 3.4% in Sydney and just 1.7% in Melbourne. 

> In all cases market corrections were followed by a strong 

rebound in office demand. On average the Sydney CBD & 

Melbourne CBD recorded an increase in occupied space of 5.6% 

and 5.5% in the two years following a downturn.
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Office markets to feel the impact on rents…but better positioned this time

// 8
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> Market rents have reacted quite differently during previous downturns. While the impact of the Tech Wreck and the GFC was quite 

significant the impact of the Euro Debt Crisis (and the GFC in Melbourne) was less profound.

> In comparison to previous downturns the Sydney and the Melbourne CBD are relatively well positioned with vacancy levels sitting 

at historical low of 5.0% and 3.4% respectively.  
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Office downturn vacancy scenario

// 9

> In comparison to previous downturns, the major office markets are relatively well positioned with vacancy levels remaining at historical lows 

of 5.0% in Sydney and just 3.7% in Melbourne. While Melbourne is facing significant supply in 2020, ~90% of that supply is pre-committed 

with existing tenant commitments to drive ~120,000sqm of net absorption after adjusting for backfill space.
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Transaction activity to slow but balance sheets in better shape

// 10

> Transaction activity to slow significantly with investors expected 

to delay investment decisions.

> Gearing levels are at a 15 year low. A-REITs have been relatively 

prudent in regards to capital management post the GFC. Income-

based credit metrics (net debt / EBITDA, interest coverage) are also 

below thresholds ascribed by credit rating agencies.

> Liquidity a low risk at this point. Weighted average debt 

maturities are 4.6 years across the sector, with a limited amount of 

facilities expiring over the next 12 months (~3.8% sector average) 

and the next 3 years (~30%). 
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Structural shifts driving investor preferences set to intensify

11Source: JLL, Real Capital Analytics
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