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Market review

The FTSE EPRA/NAREIT Clobal Developed Index (GBP) declined by -2.2%
in April.

UK REITs outperformed as financial markets greeted the prospect of
an early British general election. The decision to go to the country was
made by Prime Minister, Theresa May, in a bold attempt to increase
the Conservative Party’s majority going into Brexit negotiations. The
UK economy continues to benefit from a devalued sterling and low
unemployment rate.

US property securities fell in GBP terms, despite the US 10 year
Treasury yield finishing the month 11 basis points lower at 2.28%. We
attribute gently declining rates to a less hawkish Federal Open Market
Committee, soft US GDP growth in the first quarter of 2017, and
growing scepticism that the Trump administration will successfully pass
their proposed stimulus and tax cut plans, following Republicans’ failure
(to date) to pass Affordable Care Act repeal legislation in the US House
of Representatives.

Fund performance and activity

The Fund dipped -1.9% in April, 38 basis points better than its
benchmark index. Overweight exposure to US data centre stocks
CyrusOne and Interxion was a positive driver of relative performance
for a second consecutive month. Growing demand for data centre
services, underpinned by the increasing popularity of cloud computing,
continues to support this specialist sub-sector.

An overweight holding in UK student accommodation REIT, Unite Group,
also helped relative performance. The stock was buoyed by a higher
valuation for its property portfolio driven by healthy occupancy rates
and rental growth, and by positive sentiment towards UK REITs.

Holdings in US retail REITs including Simon Property Group and Regency
Centers Corp detracted from relative performance, as concerns about
the financial health of US retailers (i.e. retail tenants) and competition
from rapidly growing e-commerce sales, weighed heavily on investor
sentiment towards US retail REITs.

During the month, the Fund trimmed its position in Apartment
Investment & Management Company, a geographically diversified US
apartment REIT; and increased its exposure to UDR Inc, a leading coastal
and Sunbelt focused US apartment REIT.

In general, US apartment REITs’ first quarter results were well received.
Rental growth, occupancy and leasing fundamentals generally met or
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modestly exceeded expectations. Coastal focused apartment REITs,
such as UDR, had the most encouraging results as gateway markets
performed surprisingly well despite new supply headwinds. Results
commentary suggests this momentum has continued into the second
quarter of 2017, implying that positive trends are likely to persist.

At current levels we believe UDR Inc is attractively valued and well
positioned to benefit from improving fundamentals in gateway coastal
markets, where “80% of its portfolio is located. In contrast, Apartment
Investment & Management Company has a far more geographically
diversified portfolio and a less appealing valuation. For this reason, we
adjusted our funds’ US apartment exposures accordingly.

The Fund sold its holding in diversified Hong Kong-listed Cheung Kong
Property Holdings following recent share price strength and increased
its position in peer Henderson Land, which is forecast to deliver stable
earnings through its high quality Hong Kong rental property portfolio.

The portfolio’s holding in Land Securities was divested following

recent share price gains. The UK economy and property markets have
weathered Brexit-related uncertainty well so far. However, evidence
that corporate accommodation decisions are being delayed, resulting
in market vacancy rates ticking up and increasing tenant lease incentive
levels, has led us to take a cautious approach to diversified REITs,
including Land Securities, which have exposure to the London office
markets.

Market outlook and
Fund positioning

While property securities tend to underperform general equity markets
in rising rate environments, they could still generate positive returns for
investors. Higher interest rates are typically due to better GDP growth
and/or increased inflation expectations. Many property sectors are
positively leveraged to higher GDP growth, while future rents often
include an element of inflation protection (albeit as an indirect, partial
offset).

The Fund’s US holdings are focussed on higher quality REITs with healthy,
if gently moderating fundamentals, well-regarded management

teams, investment grade credit ratings and, for a majority of our
holdings, attractive discounts to Net Asset Value (NAV). Major current
sector exposures include high quality data centres, CBD office REITs,
apartments, Class A regional malls and shopping centres. While we view
the hotel and industrial sectors as well placed to benefit from higher
GDP growth, we remain cautious on these sectors mostly given the
excessive new hotel supply and current US industrial REIT valuations.



First State Investments

The portfolio’s UK exposure remains focused on high quality retail malls
and student accommodation. Exposure to the UK office sector has been
reduced to zero. We expect some London office rental rates to reduce
as a result of ongoing market uncertainty, but believe the fundamentals
of other UK sectors such as regional retail assets are less likely to be
impacted.

As a result of ongoing ECB stimulus measures, Continental European
REIT valuations remain at elevated levels; even allowing for recent
improvements in economic fundamentals. Our positions in this region
are focused on high quality shopping centres and diversified REITs.

In the Asia-Pacific region, the Fund has maintained its exposure to
Singapore, whose economy continues to improve. S-REITs are trading

at relatively attractive valuations and generating defensive, recurring
cash flows. We have maintained holdings in selected Hong Kong
property companies which are trading at attractive valuations, with
healthy balance sheets, investment grade property portfolios and stable
medium term earnings growth outlooks.

The Fund’s Japanese holdings consist of large property companies
that are set to benefit from continued rental growth and the opening
of new office and retail properties; and smaller J-REITs with appealing
investment cases.
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This material is for distribution to Professional Clients and is not intended for, and should not be relied upon, by any other persons.
The value of investments and any income from them may go down as well as up and are not guaranteed. Investors may get back less than the original amount invested and past performance
information is not a guide to future performance.

Investment should be made on the basis of the Prospectus and Key Investor Information Document available free of charge by writing to: Client Services, First State Investments (UK) Limited,
23 St Andrew Square, Edinburgh, EH2 1BB; or by telephoning 0800 587 4141 between 9am and 5pm Monday to Friday; or by visiting www.firststate.co.uk. If you are in any doubt as to the
suitability of any of our funds for your investment needs, please seek independent financial advice. The fund is a sub fund of First State Investments ICVC (‘FSI’) which is an investment company
with variable capital incorporated in England and Wales. FSl is structured as an umbrella company. Each fund may issue different classes of share and within each class there may be different
types of share.

The fund invests in assets which are denominated in other currencies; hence changes in the relevant exchange rate will affect the value of the investment. Past performance of property funds
are not indicative of the performance of the property market as a whole. Funds which invest in property securities are subject to adverse changes in economic conditions, adverse local market
conditions and risks associated with the acquisition, financing and ownership and operation and disposal of real property. The fund invests in a single sector, which offers the possibility of higher
returns, but may involve a higher degree of risk compared to investments which spread investment risk through a variety of sectors. Share price movements may have a greater effect on the
overall value of these funds. Fees and expenses are charged against the capital of the Fund. Deducting expenses from capital reduces the potential for capital growth and on any redemption
Shareholders may not receive back the full amount invested.

Reference to the names of each company mentioned in this communication is merely for explaining the investment strategy, and should not be construed as investment advice or investment
recommendation of those companies. All securities mentioned herein may or may not form part of the holdings of First State Investments’ portfolios at a certain point in time, and the holdings
may change over time.

Commonwealth Bank of Australia (the “Bank”) and its subsidiaries are not responsible for any statement or information contained in this document. Neither the Bank nor any of its subsidiaries
guarantee the performance of the fund or security or the repayment of capital. Investments in the fund or security are not deposits or other liabilities of the Bank or its subsidiaries, and the fund
or security is subject to investment risk, including loss of income and capital invested.

Issued by First State Investments (UK) Limited which is authorised and regulated by the Financial Conduct Authority (registration number 143359). Registered office Finsbury Circus House,

15 Finsbury Circus, London, EC2M 7EB, number 2294743. Telephone calls with First State Investments may be recorded.
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