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Snapshot

Fair Value Uncertainty Medium
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P/E x 116 138 134 8.2
Source: Morningstar estimates 27-Sep-2016.

Profile

Abacus Property Group (ABP) is a
diversified property group that specialises
in investing in core plus property
opportunities across Australia's
commercial property markets. It invests in
office, retail and industrial properties,
self-storage facilities, participation in
property ventures and developments and
property funds management.

Morningstar Recommendation

¥2.86 Price
Accumulate ioiomos oo Buy Accumulate Hold Reduce -
$ 2.45 3.15 3.85 473

Investment Perspective By Tony Sherlock (19-Aug-2016)

Abacus Property Group is a property investment and funds-management group, with interests in property
lending, joint ventures, and development. It is a stapled security comprising a share in each of Abacus Group
Holdings and Abacus Group Projects and a unit in each of Abacus Trust and Abacus Income Trust, which can
only be traded together. Abacus has a strong track record of acquiring mispriced assets, actively managing
them to increase value, and then either selling or recycling them into funds management products.
Annuity-style earnings from asset ownership are expected to comprise 60%-70% of ongoing EBITDA, with the
balance from volatile private-equity-style activities.

Analyst Note (10:10AM 06-0ct-2016)

We think the recent pull back in Abacus’ security price over September is mostly due to debt markets pricing in
higher future interest rate expectations, with the accompanying rise in the yield curve weighing on the security
price of all REITs. Abacus’ security price has fallen more than its peers and this probably reflects a delay in the
disposal of the huge Camellia apartment site in Sydney's west and a spate of negative press around Australian
house prices. This is material, as property ventures represented 24% of Abacus’ investments (development
equity at 18% and development loans at 6%) as at June 2016.

Even though growth in dwelling prices has significantly outstripped income growth over the past five years, we
don’t see a clear near-term catalyst that will trigger a retracement in prices. The most likely trigger for a price
correction is higher interest rates, and commentary from the RBA on Oct. 4 shows no hints the bank is planning
to raise rates soon. A spike in the unemployment rate would also weigh heavily on dwelling prices, but we also
don't see a catalyst for a material rise in unemployment in the coming two years. We think Abacus’ residential
property exposure is not high risk as most of the assets are in Sydney, a city suffering from a prolonged period
of undersupply. Further, we see significant price support from Chinese investors, as Sydney property offers
significantly higher yields and far stronger property rights. While early days, restrictions on investing in
mainland China property were recently raised, which is likely to result in greater capital flows to Australian
capital city apartments, providing further price support.

At current levels, no moat-rated Abacus is considered one the most undervalued Australian REITs under
coverage, with the current price of AUD 2.86 representing a 22% discount to our unchanged fair value of AUD
3.50. Forecast fiscal 2017 distributions of AUD 17 cents currently imply a dividend yield of 5.9%.

It is possible the investment community has punitively valued Abacus’ self-storage business, which at AUD 575
million, represents 28% of the firm’s investment assets as at June 2016. We think self-storage has quite stable
income streams as supply side pressures are benign compared with other asset classes. Even though it is easy
to set up a self-storage asset, it generally takes three years for an asset to reach occupancy levels needed to
break even. We view the protracted period to profitability as a natural entry barrier. A negative, is a large
proportion of retail occupants in self-storage are households temporarily storing possessions when they sell or
move between dwellings. The rise in the Australian house prices has coincided with a step up in the dwelling
turnover rate. Should dwelling prices decline, we anticipate dwelling turnover to fall and by extension
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softening demand for self-storage and hence rents. Self-storage being a new investment class means there is
no data on how the sector performs during a down property cycle. We account for this risk by assuming growth

in rent per available metre (RevPAM) remains at 2.5% going forward, down on the 3.2% and 2.9% growth in
fiscal 2016 and fiscal 2015, respectively.
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Key Valuation Assumptions

Cost of Equity % 9.0
Weighted Avg Cost of Capital % 8.7
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Return on Invested Capital (ROIC) %

The bulk of earnings come from rental income, with upside from
opportunistic property development.

Thesis (18-Aug-2016)

Abacus is a property investment and funds
management business, with interests in property
lending, joint ventures, and development, operating
in Australia and New Zealand. Abacus owns one of
Australia's top three portfolios of self-storage
facilities. Earnings volatility is above that of
conventional REITs, reflecting Abacus' opportunistic
investment approach.

Abacus has no specific targeted weighting to any
asset class, but the most recent portfolio weighting
was 22% office, 17% retail, 5% industrial, 25%
self-storage, 21% in property ventures, and the
balance invested in asset-specific funds and cash.

The majority of Abacus' revenue is sourced from
annuity-style net rentals and management fees from
retail property funds. This is medium-risk revenug,
with the secondary quality characteristics of the
property portfolio increasing the risk of vacancy and
subdued rental growth as occupier demand remains
subdued. Rental revenue is supplemented by variable
transactional earnings from the creation and
termination of property funds, property lending, joint
ventures, and property development. Effectively the
bulk of earnings comes from rental income, with
upside from opportunistic property development.
Allocation of 15%-20% of capital to more
speculative property ventures means there is a
modest amount of capital at risk.

We expect little variable transaction revenue in the
short term, but there is potential for significant
growth as markets improve Abacus' strengths are in
the identification and active management of assets it
believes have been mispriced by the market. In this
regard, Abacus has a solid track record of generating
capital returns across a range of property sectors for
its actively managed core-plus assets. We consider
Abacus' earnings to be of lower quality than those of
many listed Australian REITs because of the more
speculative nature of the portfolio.

Over time, Abacus has advanced loans and
working-capital facilities and provided other financial
support to its managed funds. While most of the
loans advanced by Abacus are senior debt or first
mortgages for property, these financing activities still

carry elevated risk of capital loss if a property
venture doesn't meet expectations. Abacus is making
progress to systematically exit these property
venture activities.

The portfolio has a relatively high proportion of
leases (16%) expiring in fiscal 2016. With the
portfolio skewed to lower-quality assets, reletting
risk is elevated, particularly for the office portfolio,
reflecting oversupply issues in the major Australian
markets.

While initially small, the new joint venture partnering
with Heitman, a U.S. institutional real estate
investment house, provides a platform for capital
raisings for future acquisitions of better-quality core
assets. The trust does not have a moat, with the
business model and platform offering no clear
competitive advantage over similar Australian REITs.

Economic Moat

We consider the Abacus business model to have no
economic moat, as there are no notable sustainable
competitive advantages in the major business
divisions. Abacus generates income from a diverse
range of activities, with capital allocated across a
broad range of asset types. The firm allocates 17%
of capital to retail; 23% to office; 5% to industrial;
24% to self-storage; 21% to property ventures; and
the balance in fund management activities. While
Abacus has a strong delivery record, the key assets
tend to be of lower quality, and the other business
divisions operate in areas with negligible moat traits.
Abacus is typically not a long-term holder of
individual assets, generally targeting "difficult" or
"unloved" assets where there is upside from
rezoning, development, repositioning, and letting up.
As such, most acquired assets are of lower quality,
but often in good locations. Their moat would
strengthen materially once redeveloped, but Abacus
would usually sell for a profit at this point. The
self-storage and property venture businesses are
both no-moat activities, as entry barriers, switching
costs, and network effects are generally nonexistent.
The fund-management activities have moat traits
from high switching costs.

Valuation, Growth and Profitability (19-Aug-2016)
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Reflecting raised margin and volume expectations for
residential lot sales, our fair value estimate for
Abacus Property Group is unchanged at AUD 3.50.
Our fair value estimate implies a fiscal 2017
price/earnings of 15 times and an enterprise
value/EBITDA of 15 times.

Fiscal 2018 earnings will spike, reflecting the
anticipated sale of a major asset in Camellia (inner
city). Our fair value estimate represents a 30%
premium to Abacus' net tangible assets of AUD 2.66
per share as at June 2016.

We have valued Abacus on a DCF basis using a 9%
cost of equity assumption and an 8.7% weighted
average cost of capital assumption.

We forecast annuity-style earnings growth from
property ownership and managed funds to track
slightly ahead of inflation in the short term, with
property ventures to generate strong growth as the
firm brings its residential development projects to
market.

Risk

The principal risk to business viability stems from
governance, with management's implementation of a
relatively loose strategy lacking the control of an
independent board. Capital risk arises from
investment in a secondary quality property portfolio,
with increased revaluation risk and limited liquidity
during a property market downturn. Revenue risk
arises from declining occupier demand reducing
effective rentals and a subdued investment
environment preventing the transfer of assets off the
balance sheet into newly established
funds-management vehicles.

Financial Health

The Abacus balance sheet is reasonably sound, with
gearing (net bank debt divided by total assets minus
cash) of 26% at June 2016. Covenant gearing (total
liabilities net of cash, divided by total tangible assets
net of cash) is higher at 29%, but well under the 50%
covenant limit.

The interest coverage ratio comfortably exceeds 4
times, well above the 2.0 times covenant. Abacus
has no significant debt expiry until fiscal 2019, when
AUD 200 million expires.

Annuity-style property and funds management net
income underwrites stable profitability, with
distributions reduced to a level payable from
recurrent earnings only, but likely to increase with
the return of transactional income as financial,
property, and credit markets improve.

Stewardship (19-Aug-2016)

We assign Abacus a Standard stewardship rating.
Despite its concentrated ownership structure, we
believe the Abacus executive and board strive to
preserve capital and generate shareholder wealth.
Significant shareholder Kirsh Group (41% ownership)
has one of the six board positions, indicating that it
is not in a position to unduly influence board
decisions. We consider CEO and managing director
Frank Wolf to be an experienced operator with good
property acumen. He has more than 20 years'
experience in the property and financial services
industries, including involvement in retail,
commercial, industrial, and hospitality-related assets
in Australia, New Zealand, and the United States.
CFO, Robert Baulderstone was appointed in October
2012, having previously served Abacus as general
manager in finance. Prior to Abacus, Baulderstone
was the CFO of a national wealth-management

group.

Bulls Say
= Entrepreneurial management focused on sourcing
wide-ranging opportunities in distressed markets.

= Rezoning and redevelopment of the Camellia site
in Sydney's west should be a very strong near-term
earnings catalyst.

= Strong appreciation in Sydney land sites bode well
for recycling of the development land bank in the
near term.

Bears Say

= A second-tier property portfolio, coupled with the
speculative nature of property ventures, means asset
values are likely to be highly sensitive to economic
cycles.

= The portfolio of residential development loans
represents roughly 10% of capital, which means the
group faces the risk of capital loss if residential
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markets weaken materially.

= Sustained lower levels of financial-markets activity
will delay the ability to secure higher-margin
transactional earnings.
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Historical Forecast
Per Share 06/12 06/13 06/14 06/15 06/16 06/17 06/18 06/19
Sales ¢ 413 52.3 63.1 451 412 53.1 75.3 55.2
Adjusted Earnings ¢ 19.2 188 20.8 245 224 214 348 231
Free Cash Flow ¢ 36.3 16.9 28.1 15.9 -138 40.7 51.9 16.3
Net Tangible Assets ¢ 268.0 2452 258.6 268.0 275.2 280.5 298.3 303.2
Book Value ¢ 263.6 242.8 257.8 268.3 273.3 278.6 296.4 301.3
Dividends ¢ 16.5 16.5 16.8 17.0 17.0 17.0 17.0 19.5
Franking % 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Growth % 06/12 06/13 06/14 06/15 06/16 06/17 06/18 06/19
Sales Revenue 171 411 313 229 34 29.3 42.0 -26.7
EBITDA 12.0 42 17.3 10.3 2.5 0.2 54.3 -37.2
Pre-Tax Profit 74 16.8 271 15.9 -2.6 -2.0 755 -40.7
Adjusted EPS 1.7 2.0 11.0 174 -8.7 -4.2 62.4 -335
DPS 0.0 0.0 15 15 0.0 0.0 0.0 14.7
Free Cash Flow per share 2917.7 -48.1 80.7 -38.9 -191.8 - 27.5 -68.5
Profit & Loss ($Mil) 06/12 06/13 06/14 06/15 06/16 06/17 06/18 06/19
Sales Revenue 165.6 233.7 306.9 236.5 2284 295.3 419.3 307.3
EBITDA 124.3 129.5 151.9 167.6 163.4 163.7 252.7 158.7
Depreciation 2.3 24 3.0 3.0 18 19 1.8 1.7
Amortisation - - - - - 0.0 0.0 0.0
EBIT 122.0 1271 148.9 164.6 161.6 161.8 250.9 157.0
Interest Expense 426 383 34.8 309 31.3 34.5 259 235
Interest Income -1.3 24 1.8 0.6 0.5 0.9 0.0 0.0
Profit Before Tax 781 91.2 115.9 134.3 130.8 128.2 225.0 133.5
Tax 1.3 5.8 14.2 5.2 6.8 9.0 314 47
Reported NPAT 245 68.3 111.6 1476 160.7 119.2 193.6 128.7
Non-Recurring Items After Tax -52.3 -15.5 10.3 19.3 36.7 0.0 0.0 0.0
Adjusted NPAT 76.8 838 1013 1283 124.0 119.2 193.6 128.7
Free Cash Flow 145.6 75.6 136.6 83.4 -76.5 226.6 289.0 90.9
Effective Tax Rate % 1.7 6.4 12.2 39 52 7.0 139 36
Cash Flow ($Mil) 06/12 06/13 06/14 06/15 06/16 06/17 06/18 06/19
Receipts from Customers 170.9 226.1 305.3 246.0 231.2 286.5 4119 314.0
Payments to Suppliers 4.4 -71.3 -196.8 -60.6 -68.6 -128.2 -154.2 -159.7
Other Operating Cashflow -43.2 -68.5 -22.3 -99.1 -76.3 -44.6 -62.2 -23.8
Net Operating Cashflow 86.2 86.2 86.2 86.2 86.2 1137 195.5 1305
Capex -1.2 -7.8 6.8 -3.6 -3.6 -133 127 -12.2
Acquisitions & Investments 17.4 -36.9 285 275 -186.7 95.0 84.0 -50.0
Sales of Investments & Subsidiaries 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other Investing Cashflow 0.0 20 0.0 0.0 -1.8 0.0 0.0 0.0
Net Investing Cashflow 16.1 -42.7 217 -31.2 -192.0 81.7 na3 -62.2
Proceeds from Issues 62.9 0.0 91.6 107.6 10.0 10.0 0.0 0.0
Proceeds from Borrowings 67.4 -40.4 -167.6 -125.2 55.0 -110.0 -170.0 30.0
Dividends Paid -40.3 -49.1 459 -93.0 945 946 -94.6 -101.6
Other Financing Cashflow -68.1 0.7 4.1 0.6 0.0 0.0 0.0 0.0
Net Financing Cashflow -112.9 -90.2 -125.9 -111.3 -29.5 -194.6 -264.6 -11.6
Net Increase Cash -10.5 -46.7 -18.0 -56.2 -135.2 0.7 2.1 -3.3
Cash at Beginning 64.7 91.5 79.6 94.6 179.0 4338 445 46.6
Exchange Rate Adjustment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Cash at End 54.1 448 61.7 384 43.8 445 46.6 43.2
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Historical Forecast
Balance Sheet ($Mil) 06/12 06/13 06/14 06/15 06/16 06/17 06/18 06/19
Cash & Equivalents 54.1 448 61.7 384 43.8 445 46.6 43.2
Accounts Receivable 119 19.6 212 1.7 8.9 17.7 25.2 18.4
Inventory 26.5 73.0 14.2 75 9.8 1.8 16.8 12.3
Other Short-Term Operating Assets 221.0 181.8 197.8 57.2 98.8 98.8 98.8 98.8
Total Current Assets 3135 319.2 294.8 147 161.3 172.9 187.3 172.8
Property Plant & Equipment, Net 1,658.1 1,589.9 1,623.8 1,685.0 1,904.9 1,821.3 1,748.2 1,808.7
Goodwill, Net = = = = = 0.0 0.0 0.0
Other Intangibles 335 333 333 333 325 325 325 325
Other Long-Term Operating Assets 185.5 1735 222.0 2976 340.8 340.8 340.8 340.8
Deferred Tax Assets 16.3 1.9 55 6.7 10.8 10.8 10.8 10.8
Long-Term Non-Operating Assets - - - - - 0.0 0.0 0.0
Total Assets 2,106.8 21218 2,079.3 2131.2 2,450.3 2,378.3 2,319.7 2,365.6
Accounts Payable 304 63.3 215 29.8 26.2 295 19 30.7
Short-Term Debt 30.0 164.3 16.7 0.0 124.7 124.7 1247 124.7
Other Short-Term Operating Liabilities 5.2 19.3 14.8 124 57.6 57.6 57.6 57.6
Total Current Liabilities 65.5 246.9 53.0 422 208.5 211.8 2242 213.0
Total Long-Term Debt 772.3 639.3 620.3 544.0 631.3 521.3 351.3 381.3
Long-Term Operating Liabilities 12.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Tax Liabilities 10.2 10.3 10.3 10.5 95 9.5 9.5 9.5
Long-Term Non-Operating Liabilities 138.2 103.5 105.6 101.9 4.7 4.7 1.7 4.7
Total Liabilities 998.9 1,000.0 789.2 698.7 891.0 7844 626.8 645.6
Preferred Stock - - - - - 0.0 0.0 0.0
Minority Interest 51.0 438 36.8 31.0 43.3 43.3 433 433
Total Equity 1,107.9 11278 1,290.2 1,438.1 1,559.3 1,593.9 1,692.9 1,720.0
Profitability % 06/12 06/13 06/14 06/15 06/16 06/17 06/18 06/19
EBITDA Margin 751 55.4 495 709 715 55.4 60.3 51.7
EBIT Margin 737 54.4 485 69.6 708 54.8 59.8 51.1
Net Profit Margin 14.8 292 36.4 62.4 704 404 46.2 419
Free Cash Flow Margin 87.9 323 445 35.3 -335 76.7 68.9 296
Return on Equity 24 6.4 96 1.1 11.0 7.8 12.1 7.7
Return on Assets 1.2 32 53 7.0 7.0 49 8.2 55
Return on Invested Capital(w/Goodwill) 6.1 6.4 75 8.2 74 71 1.4 71
ROIC (w/Goodwill) Less WACC 2.6 2.3 -1.2 0.5 -1.3 -1.6 2.7 -1.6
Leverage & Liquidity 06/12 06/13 06/14 06/15 06/16 06/17 06/18 06/19
Net Debt to Capital % 414 412 315 26.4 32.0 28.0 20.7 21.6
Net Debt/(Net Debt + Equity) % 1.4 4.2 315 26.4 32.0 28.0 20.7 216
Net Debt/Equity % 70.8 70.0 45.9 359 47.0 388 26.0 276
Net Debt/EBITDA x 6.0 59 38 30 44 37 1.7 29
EBIT/Net Interest Expense x 28 315 45 5.4 5.2 48 9.7 6.7
Current Ratio (Current Assets/Current Liabilities) x 48 13 5.6 2.7 0.8 0.8 0.8 0.8
Dividend Payout Ratio % 86.1 87.9 80.4 69.5 76.1 79.4 48.9 84.3
Net Cash Per Share ¢ -186.6 -170.0 -118.4 -96.4 -128.4 -108.1 -71.2 -83.2
Valuation 06/12 06/13 06/14 06/15 06/16 06/17 06/18 06/19
Price/Earnings x 10.2 1.3 1.1 16 138 13.4 8.2 12.4
PEG Ratio x 0.2 0.2 1.2 20 -1.2 0.6 5.1 4.1
EV/EBITDA x 12.3 132 11.2 1.9 14.8 14.0 9.1 14.5
EV/EBIT x 12.6 134 1.4 121 15.0 14.2 9.2 14.6
Free Cash Flow Yield % 18.5 8.0 12.2 5.6 4.5 14.2 18.2 5.7
Dividend Yield % 8.4 78 73 6.0 5.5 5.9 59 6.8
Price/(OCF per share) x 9.1 1.0 13.0 17.2 19.8 14.0 8.1 12.2
Price/(FCF per share) x 5.4 126 8.2 17.8 223 7.0 55 17.5
Price/Sales x 47 4.1 3.6 6.3 75 5.4 38 52
Price/NTA x 0.7 09 0.9 1.1 1.1 1.0 1.0 09
Price/Book x 0.7 09 0.9 1.1 1.1 1.0 1.0 09
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Equities Research Methodology

Fundamental Analysis

At Morningstar, we believe buying shares of superior businesses and allowing them to compound over time is the surest way to
create wealth in the stock market. The long term fundamentals of businesses, such as cash flow, competition, economic cycles, and
stewardship, are our primary focus because history has shown that market sentiment is fleeting, momentum can quickly reverse,
and the herd is sometimes a dangerous crowd. Occasionally, this approach causes our recommendations to appear out of step, but
willingness to be contrarian is an important source of outperformance and a benefit of Morningstar’s independence. The brief
definitions that follow help illustrate our methodology. Extensive methodology documents are available on our website.

Morningstar Research Process for Company Analysis

Buy
Accumulate
Fundamental Economic Fair Value Uncertainty Hold
Analysis Moat" Rating Estimate Assessment Reduce
Sell

Economic Moat

The economic moat concept is a cornerstone of Morningstar’s investment philosophy and is used to distinguish high quality
companies. An economic moat is a structural feature that allows a firm to sustain excess returns over a long period of time. Without
a moat, profits are more susceptible to competition. Companies with a narrow moat are likely to achieve normalised excess returns
beyond ten years while wide moat companies are likely to sustain excess returns beyond 20 years. The longer a firm generates
economic profits, the higher its intrinsic value. We believe low quality, no moat companies will see their returns gravitate toward
the firm’s cost of capital more quickly than companies with moats. We have identified five sources of economic moats: intangible
assets, switching costs, network effect, cost advantage, and efficient scale.

Competitive Forces

Wide Narrow None ~ Company Profitability
Moat Sources: Intangible Switching Network Cost Efficient
Assets Costs Effect Advantage Scale

Fair Value Estimate

Our fair value estimate is primarily based on Morningstar's proprietary three-stage discounted cash flow model. We also use a
variety of supplementary fundamental methods to triangulate a company's worth such as sum-of-the-parts, multiples, and yields,
among others. We're looking well beyond next quarter to determine the cash-generating ability of a company’s assets because
history has shown that the market price of a security will migrate towards the firm's intrinsic value over time. Economic moats are
not only an important sorting mechanism for quality in our framework, but the designation directly contributes to our estimate of a
company's intrinsic value through sustained excess returns on invested capital.

Uncertainty Rating

The Morningstar Uncertainty Rating demonstrates our assessment of a firm's cash flow predictability, or valuation risk. From this
rating, we determine appropriate margins of safety: The higher the uncertainty, the wider the margin of safety around our fair value
estimate before our recommendations are triggered.
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Our uncertainty ratings are low, medium, high, very high, and extreme. With each uncertainty rating is a corresponding set of price
to fair value ratios that drive our recommendations: Lower price/fair values (<1.0) lead to positive recommendations while higher
price/ fair values (>1.0) lead to negative recommendations. Our price/fair values have proven highly predictive of future stock
returns. In very rare cases, the fair value estimate for a firm is so unpredictable that a margin of safety cannot be properly
estimated. For these firms, we use a rating of extreme which indicates that nearly all investors should avoid speculating on that
company's shares. Risk and volatility-averse investors should generally avoid very high and extreme uncertainty companies.

Price/Fair Value

e Sell

* Reduce

* Hold

Accumulate

© Buy

Low Medium High Very High
Uncertainty Rating

Recommendations

Our recommendations are based on the current share price relative to Morningstar’s Fair Value Estimate after adjusting for an
appropriate margin of safety. These recommendations are guideposts to a broad audience and individuals must consider their own
specific investment goals, risk tolerance, tax situation, time horizon, income needs, and complete investment portfolio, among other
factors.

Depending on the portfolio strategy being employed, the ratings below can indicate different actions for different investors. For
example, income investors might be best served holding a fairly valued investment with a reliable dividend stream instead of
rotating into a buy recommendation with questionable income characteristics. Nonetheless, our recommendations serve as valuable
starting points for equity portfolio strategies.

The Australia and New Zealand Buy, Accumulate, Hold, Reduce, and Sell recommendations are broadly aligned with the star ratings
in Morningstar's global product. In order to reduce the volatility in Australia/New Zealand recommendations, a minor adjustment is
made to the Australia/New Zealand recommendations for those stocks trading at a price very close to the point at which a change
in the rating is triggered.

Buy (significantly undervalued, % % % % ): Our buy recommendations indicate that we believe appreciation beyond a fair
risk-adjusted return is highly likely over a multi-year timeframe. Scenario analysis developed by our analysts indicates that the
current market price represents an excessively pessimistic outlook, limiting downside risk and maximising upside potential. This
rating encourages investors to consider an overweight position in the security relative to the appropriate benchmark.

Accumulate (modestly undervalued, Y % % % ): Our accumulate recommendation indicates that we believe appreciation beyond
a fair risk-adjusted return is likely. This rating encourages investors to own the firm's shares, possibly overweight relative to the
appropriate benchmark after fully considering the security’s fit with their targeted portfolio and more attractively-priced alternatives,
such as our buy recommendations.

Hold (fairly valued, ¥ % %): Our hold recommendation indicates that we believe investors are likely to receive a fair risk-adjusted
return (approximately cost of equity). Concentrated portfolios might consider reducing or exiting these positions if more
attractively-priced alternatives are available.

Reduce (modestly overvalued, % %): Our reduce recommendation indicates that we believe investors are likely to receive a less
than fair risk-adjusted return and should consider directing their capital elsewhere. Securities with a reduce recommendation should
generally be underweight and exited completely in most strategies, assuming less expensive alternatives are available.

Sell (significantly overvalued, %): Our sell recommendation indicates that we believe there is a high probability of undesirable
risk-adjusted returns from the current market price over a multi-year timeframe. Scenario analysis by our analysts indicates that the
market is pricing in an excessively optimistic outlook, limiting upside potential and leaving the investor exposed to substantial loss.
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This rating encourages investors to strongly consider exiting portfolio positions in the security in nearly all strategies.
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iinvest Disclosure and Disclaimer

This Research report has been prepared by Morningstar Australasia Pty Ltd (ABN 95 090 665 544) (“Morningstar”). Morningstar is
the holder of an Australian Financial Services License (AFSL 240892).

ilnvest Securities Pty Ltd (ABN 44 246 838 283) (“ilnvest”) does not guarantee or take responsibility for the accuracy, completeness,
estimates or appropriateness of any information or statement of opinion (any of which may change without notice) set out in this
Research report.

This document has been provided to you for your general information and does not take into account your objectives, financial
situation and needs and must not be relied upon by you as personal financial product advice that has been provided to you by
ilnvest. If you require advice regarding any aspect of the information and statements of opinion set out in this document, particularly
as to whether you should base an investment decision upon the information or statements of opinion set out in this document,
please contact your financial adviser.

Distribution
The material contained in this communication is prepared for the exclusive use of clients of ilnvest. ilnvest is an Authorised
Representative (#431611) of Zodiac Securities Pty Ltd (AFSL #398350, ABN 76 142 982 554).

The information contained herein is confidential and may be legally privileged. If you are not the intended recipient, confidentiality
is not lost nor privilege waived by your receipt of it. Please delete and destroy all copies. You should not use, copy, disclose or
distribute this information without the express written authority of ilnvest.

Disclaimer & Disclosure

ilnvest, its related companies, officers, employees and agents may have a relevant interest in some of the securities mentioned but
those holdings are not material unless disclosed in this communication. These holdings (or absence of holdings) may change at any
time after publication of this communication, without notice.

ilnvest, its related companies, officers, employees and agents may earn income, fees, brokerage or commissions or other benefits as
a result of recommendations, dealing or transactions in the securities mentioned in this communication. These interests do not
influence ilnvest in giving the general advice contained in this communication. ilnvest, its related companies, officers, employees
and agents may trade in financial products which is contrary to the recommendations given in this communication.

You should not act on any recommendation made in this document without first consulting your investment adviser in order to
ascertain whether the recommendation (if any) is appropriate, having regard to your investment objectives, financial situation and
particular needs. Nothing in this communication shall be construed as a solicitation to buy or sell a financial product, or to engage in
or refrain from engaging in any transaction.

We cannot guarantee that the integrity of this communication has been maintained, is free from errors, omissions, misstatements,
virus interception or interference.
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Pty Ltd ACN 004 523 782 ("ASX0").
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Research Report Disclosure Document

Currency

This Research Report is current as at the date on the report until it is
replaced, updated or withdrawn. Our financial product research may

be withdrawn or changed at any time as other information becomes
available to us. This report will be updated if events affecting the report
materially change.

Research Criteria

For further information as to:

» the scope and expertise of our research,

» the process by which products are selected for coverage,

» the filters and research methodology applied, and

» Morningstar’s ratings and recommendation scales
across credit, equity, ETF, fund, and LIC research,

please refer to the Research Overview documents at

global.morningstar.com/au/researchdocuments.

Material Interests and Conflicts of Interest and

How We Manage Them

(1) Holding Securities in Product Issuers

No material interests are held by us, our staff, or a related company in
the financial products that are the subject of the report or the product
issuer. Generally, analysts are not permitted to hold securities in entities
that they rate, subject to specific waivers by the Morningstar Securities
Trading and Disclosure Policy Committee.

(2) Fees From Publishing This Report

The Morningstar Group and its staff and associates will not receive

any direct benefit from the publication of this report. Morningstar does
not receive commissions for providing research and does not charge
companies to be rated. Where Morningstar provides research it is
remunerated by subscribers paying a subscription fee. This fee is variable
depending on the client’s specific requirements.

(3) Who Do We Rate?

Morningstar has an associated business, Ibbotson Assaciates Australia,
which provides investment management and consulting services.

While the two companies have the same ultimate parent, they have
separate reporting lines, and physical and electronic separation of
employees and resources.

Morningstar avoids any potential conflict of interest by not undertaking
or publishing analyst research on Ibbotson’s investment products.
Morningstar is therefore not affiliated or related to any financial product
providers rated by us.

(4) Providing Other Services

Morningstar may provide a rated product issuer or its related entities
with the following services or products for a fee and on an arms
length basis:

» Software products and licences

» Research or consulting services

» Equity, credit and fund data services

» Licences to republish our ratings and research in their promotional
material. (Any licensing agreement takes place after the ratings
and research have been completed and published to our clients and
the wider marketplace, and the product provider therefore cannot
influence the outcomes of our assessments. Licensing negotiations
are undertaken by sales employees segregated from research
employees.)

» Event sponsorship

» Website advertising

(5) Our Employees

Our employees may from time to time receive nominal gifts/hospitality
from clients and/or product providers. We have strict guidelines in
place as to the circumstances and extent to which our employees

may accept any such gifts/hospitality. The Morningstar Gifts Policy
does not permit the receipt of gifts that are individually substantial, or
cumulatively substantial. These gifts would be identified by monitoring
of the gifts register by the Compliance Manager.

Our Manager Research staff are provided with investment information
by the product issuer. Where the product issuer is located outside
New South Wales, we generally undertake site visits to their
investment team offices and our reasonable travel and accommodation
costs in making those site visits are met directly or indirectly by the
product issuer.

Our Equity Research staff use publicly available information, however
where Morningstar completes research on initial public offers for
credit securities, Equity Research staff may be provided with non-
public information. Morningstar has strict procedures in place in
relation to the handling of inside information.

Our Equity Research staff may undertake site visits and the reasonable
transport costs in making those visits are met directly by us or on
occasions by the product issuer.

Morningstar can be offered benefits, such as covering the cost of
transport or accommodation, for its employees to attend overseas
fund manager forums. The costs are paid by the event organiser which
in turn charges fees to fund managers on which Morningstar may
produce qualitative research reports and ratings. That is, the benefits
are indirectly provided by the fund managers. This risk is assessed

as low because research staff do not receive any direct benefit and
ratings committee structures govern the research ratings process.

The Morningstar Compliance Manager and Department Head assess
the nature of the benefits and ensure that they are not inappropriate.



Our employees are guided by our Code of Ethics and our related conflicts
of interest policies including our Securities Trading and Disclosure

Policy which includes procedures for managing potential conflicts of
interest for employees trading in financial products upon which they may

Reasons For Our Opinion and Recommendation
The opinions and recommendations in the research report are based on
a reasonable assessment by the research staff member who wrote the

undertake research.

Morningstar research staff are remunerated by salary and do not receive
any commissions or fees. They may be eligible for an annual bonus which
is discretionary and relevant to their role.

report of information provided by the product issuer and generally

available in the market. Our research staff:

» are well-qualified,

» exercise due care and skill in assessing the information available to
them, and

» give their opinions and recommendations on reasonable grounds.

Copyright, Disclaimer & Other Information

Financial Services Guide

Please refer to our Financial Services Guide (FSG) for more information. This is available at:
www.morningstar.com.au/s/fsg.pdf

The Provider

Morningstar Australasia Pty Ltd (‘Morningstar') ABN: 95 090 665 544, AFSL: 240892 (a subsidiary of Morningstar, Inc.)
of Level 36 Australia Square 264 George Street Sydney NSW 2000 is the provider of the general advice ('the service')
provided in this report. The service is provided through the research and rating of investment products.

Copyright

© The material contained in this document is copyright of Morningstar, Inc., its licensors and any related bodies
corporate that are involved in the document's creation. All rights reserved. Except as permitted by the Copyright Act 1968,
you may not reproduce, transmit, disseminate, sell or publish this information without the written consent of Morningstar,
Inc. and may only use the information for your internal purposes.

Trademarks

‘Morningstar’ and the Morningstar logo are registered trademarks of Morningstar, Inc.

Disclaimer

All care has been taken in preparing this report but please note that we base our financial product research on current
information furnished to us by third parties (including the financial product issuers) which we cannot necessarily verify.
While we will use all reasonable efforts to obtain information from reliable sources, we do not guarantee the data or
content contained herein to be accurate, complete or timely. To the extent that our research is based on information
received from other parties, no liability is accepted by Morningstar, its affiliates nor their content providers for errors
contained in the report or omissions from the report. Morningstar determines ratings on the basis of information
disclosed to Morningstar by investment product providers and on past performance of products. Past performance does
not necessarily indicate a financial product’s likely future performance.

To the extent that any of the content of the research report constitutes advice, it is general advice (being a ‘class service,’
and not a ‘personalised service’ as defined in the Financial Advisers Act 2008, in respect of New Zealand Products)
which has been prepared by Morningstar Australasia Pty Ltd ABN: 95 090 665 544, AFSL: 240892 and/or Morningstar
Research Limited, subsidiaries of Morningstar, Inc, without reference to your objectives, financial situation or needs.

You should consider the advice in light of these matters and, if applicable, the relevant product disclosure statement
(Australian products) or Investment Statement (New Zealand products) and the information provided by Morningstar as to
the scope and expertise of the research, the process by which products are selected for coverage, the filters and research
methodology applied, and the spread of ratings as well as any additional warnings, disclaimers or qualifications before
making any decision to invest. Our publications, ratings, and products should be viewed as an additional investment
resource, not as your sole source of information.

Further Information

If you wish to obtain further information regarding previous research reports and recommendations and our services,
please contact us on:

Morningstar.com.au subscribers

Tel: 1800 03 44 55

Email: help.au@morningstar.com

Advisers/Institutions/Others
Tel: +61 2 9276 4446
Email: helpdesk.au@morningstar.com




