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Executive Summary

Proposal: MSCI proposes the following product enhancements:

1. Introduce sub-indexes within MSCI/Mercer Australia Core Wholesale Monthly Property Fund Index, proposed to be
based on frozen* methodology

— To be frozen each month (same as MSCI/Mercer Australia Core Wholesale Monthly Property Fund Index)

2. Introduce all measures reported for MSCI/Mercer Australia Core Wholesale Monthly Property Fund Index, proposed
to be based on frozen* methodology

— To be frozen each month

3. The Property Council of Australia/MSCI Australia Core Wholesale Annual Property Index (Unfrozen) published
quarterly, proposed to be based on frozen** methodology

— To be frozen each quarter

Objective of the proposal:
- Alignment of index series between Australia Core Wholesale PFl and its sub-indexes
«  Alignment between Australia Core Wholesale PFI and Australia Core Wholesale Property Index

A * Refer section 4.7 of MSCI Property Fund Indexes Methodology for details on frozen fund index methodology
M S C I g ** Refer section 4.8 of MSCI Property Indexes Methodology for details on frozen property index methodology



https://www.msci.com/documents/1296102/1311232/MSCI+Property+Fund+Indexes+Methodology.pdf/c6aa6d08-aba2-e608-be91-d69d53864256
https://www.msci.com/documents/1296102/1311232/MSCI+Property+Indexes+Methodology.pdf/a33f5a6c-a5e4-4d18-f460-d8c537ded968

Executive Summary

Benefits:
— Offer market information product for Core Wholesale PFI based on frozen methodology

— Offer Enterprise Analytics (EA) products based on frozen methodology

— Enables MSCI to reconcile the benchmark performance of Direct investments with the fund index return based
on frozen index methodology which is used as a policy benchmark as per YFYS

 Key Dates:
— Consultation launch — 1 November 2022
— Consultation completion — 30 November 2022
— MSCI decision communication — On or before 12 December 2022

- Implementation: Proposed changes to be implemented for period-end reporting of December 2022
— Australia Core Wholesale Monthly Property Fund Index >> January 2023
— Australia Core Wholesale Annual Property Index (published quarterly) >> February 2023
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MSCI Consultation Proposal

A 4

NAV Total return (pre-fee & post-fee)
(post-fee return is a policy Benchmark)
Frozen methodology

Proposed Product*

NAV Total return (pre-fee & post-fee)
(post-fee return is a policy Benchmark)

Frozen methodology

Property Fund
Index (PFI) Other Measures Other Measures
(Market Information and EA Products) (Market Information and EA Products)
Unfrozen methodology Frozen methodology
Sub-Indexes All Measures All Measures

Unfrozen Methodology

Frozen Methodology

-

Property Index

All Measures
Unfrozen Methodology

All Measures
Frozen Methodology

Proposed to be frozen
retrospectively for full
history to match the
freezing point** of
Core Wholesale PFI
NAV Total Return

Australia Unlisted Core Wholesale
Property Funds

Sub-Indexes

All Measures
Unfrozen Methodology

All Measures
Frozen Methodology

« Proposal applies to benchmark (index/sub-index) results that are proposed to be based on frozen methodology

Proposed to be frozen
for full history based
on latest results as of
December 2022

- Performance of Core Wholesale funds (target leverage <40%) proposed to be based on frozen methodology, in alignment with Australia Core Wholesale PFI

« Performance of ‘Total Wholesale’ series will continue to be based on unfrozen methodology

MSCI &

¥/ *In addition to products based on frozen methodology, capability to offer products based on unfrozen methodology is available

** Refer to section 5.4.1. Frozen History Reporting in MSCIl/Mercer Australia Core Wholesale Monthly Property Fund Index Methodology document



https://www.msci.com/documents/1296102/19899620/MSCI+Mercer++Australia+Core+Wholesale+Property+Fund+Index+Methodology+Document.pdf

Assessment for Proposal to Freeze Indexes

As per MSCI's Index Methodology*, the following criteria are assessed to make a proposal for Property index & PFI
Sub-Indexes to be based on frozen methodology:

« Alignment with Australia Core Wholesale Property Fund Index (PFI) which is based on frozen methodology
- Australia Core Wholesale Property Index has the same funds contributing to index as that of Core Wholesale PFI

» Stability in index composition
- During the last 5 years the index composition has remained unchanged

- Non-material impact of historical data changes
— No material change to property index return due to historical data changes in the past

* High index coverage
- Index as well as sub-indexes cover all unlisted core wholesale open-ended funds in Australia, indicating high representativeness

» Trends in valuation frequency
— Properties of Unlisted Core Wholesale Funds are re-valued either internally or externally on quarterly basis
- Improving external valuation for holdings of Unlisted Core Wholesale funds, increased from <70% (2011) to >85% (2022)

A
M S C I K/ *MSCI Property Indexes Methodology & MSCI Property Fund Indexes Methodology



Benefit of Proposed Changes for Fund Reconciliation

Fund Reconciliation

performance drivers on
fund return

Reconciling with NAV
NAV Total Return — return based on
unfrozen
Impact of Other methodology

(Core Wholesale PFI)

Direct RE Total Return

Background:

Proposed Product*

Frozen Methodology

Frozen Methodology

Frozen Methodology —>

Reconciling with the
YFYS policy
benchmark return
based on frozen
methodology
(Core Wholesale PFI)

* As per existing fund reconciliation analysis, Direct RE return is reconciled with fund index return that is based on unfrozen
methodology, whereas the YFYS policy benchmark return is based on frozen methodology

Benefit of Proposed Changes:

 Enables MSCI to perform fund reconciliation using the YFYS policy benchmark** return of MSCI/Mercer Australia Core
Wholesale Monthly PFI (i.e., based on frozen methodology)

Implementation: Product changes to be implemented from December 2022 period-end results reporting

MSCI &
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* In addition to products based on frozen methodology, capability to offer products based on unfrozen methodology is available

** Benchmark results to be based on frozen methodology whereas portfolio results reported in products, to be based on unfrozen methodology



Simulated Results

PFl SUB-INDEXES AND PROPERTY INDEX BASED ON FROZEN INDEX
METHODOLOGY




Proposal for PFl sub-indexes to be based on frozen methodology
Simulated Results | Total Return (post-fee) | Frozen vs. Unfrozen

- Simulated Results: Comparing the Net Total Return of sector based sub-indexes based on unfrozen methodology (as
published in digest) with the simulated return based on frozen methodology (as proposed)

: No material difference to the returns of sub-index based on Office sector funds

Unfrozen (Current) 2.38% 11.36% 8.57% 10.53% 11.83% 11.22%
Simulated Frozen (Proposed) 2.38% 11.36% 8.59% 10.44% 11.78% 11.18%
Diff — Frozen vs. Unfrozen 0.00% 0.00% 0.02% (0.09%) (0.06%) (0.04%)

: No material difference to the returns of sub-index based on Retail sector funds

Unfrozen (Current) 2.09% 8.47% (2.70%) 0.64% 3.99% 4.79%
Simulated Frozen (Proposed) 2.09% 8.42% (2.71%) 0.63% 3.96% 4.79%
Diff — Frozen vs. Unfrozen 0.00% (0.05%) (0.02%) (0.01%) (0.03%) 0.00%

MSCI &b 6



Proposal for PFl sub-indexes to be based on frozen methodology
Simulated Results | Total Return (post-fee) | Frozen vs. Unfrozen

- Simulated Results: Comparing the Net Total Return of sector based sub-indexes based on unfrozen methodology (as
published in digest) with the simulated return based on frozen methodology (as proposed)

. : Material difference (78bps) to the 1yr Total return of sub-index based on Industrial sector funds, due to
historical data re-provision by certain index constituents

Unfrozen (Current) 4.23% 21.23% 18.35% 15.40% 13.65% 12.94%
Simulated Frozen (Proposed) 4.23% 20.45% 18.10% 15.25% 13.56% 12.95%
Diff — Frozen vs. Unfrozen 0.00% (0.78%) (0.25%) (0.15%) (0.09%) 0.01%

: No material difference to the returns of the sub-index based on Diversified funds

Unfrozen (Current) 2.70% 11.81% 6.52% 7.64% 8.98% 8.89%
Simulated Frozen (Proposed) 2.70% 11.81% 6.52% 7.64% 8.98% 8.89%
Diff — Frozen vs. Unfrozen 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

MSCI &b 0




Australia Core Wholesale Annual Property Index (Published quarterly)

Proposal

* Proposal:

— To freeze full history of the Core Wholesale Property Index as of December 2022
— With the release of December 2022 results, index to be frozen each quarter
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Simulated Results — Assessment of historical data changes
to Property index

- Simulated Results: Property Index return (12 month) adjusted for historical data changes
since index launch in December 2017

— No period in history (since index launch) has a material difference in Total return (12mth) due to
historical data changes
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Fund Reconciliation — Australia Core Wholesale Funds

 Fund reconciliation analysis attributes the differences between Direct real estate return and NAV return
(pre-fee), by assigning impact to each financial layer in the fund

— Data for performing 12mth fund reconciliation analysis is available starting 2014
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Fund Reconciliation - Attribution (Quarterly)

- Leverage impact, a key driver of fund performance through history

 12mth Other structural impact (Residual) at index level is less than 50bps for all periods, except Jun-20

— For some quarters, a review is in progress to assess further improvements to the quality of reconciliation
— MSCI to do a client outreach, where required, between Nov-22 & Jan-23
— EA product based on frozen methodology will also include fund reconciliation analysis based on frozen methodology
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Discussion Points
PFI Sub-Indexes

1. Do you agree with the proposal to introduce sub-indexes of MSCI/Mercer Australia Core Wholesale
Monthly Property Fund Index, to be based on frozen methodology?

2. Do you agree with the proposal to freeze the history of sub-indexes retrospectively to align with the
freezing point of Total return (post-fee) for the MSCI/Mercer Australia Core Wholesale Monthly
Property Fund Index?

3. Do you agree with the proposal to introduce all the measures reported in market information products
to be based on frozen methodology, to align with MSCI/Mercer Australia Core Wholesale Monthly
Property Fund Index?

MSCIAV% 14




Discussion Points
Property Index

1. Do you agree with the proposal for The Property Council of Australia/MSCI Australia Core Wholesale
Annual Property Index (Unfrozen) Published quarterly, to be based on frozen methodology?

2. Do you agree with proposal to freeze full history of The Property Council of Australia/MSCI Australia
Core Wholesale Annual Property Index (Unfrozen) Published quarterly, with the release of December
2022 index results?

MSCI &
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Appendix |
Freezing history of PFl Sub-Indexes

COMPARISON OF THE 12MTH TOTAL RETURN




Proposal to Freeze History of Sub-Indexes in PFI
— Net Total Return - Frozen history vs. Unfrozen history

- Simulated Results: Comparing the Net Total Return of Office sector sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- Rolling 12mth return for periods during 2019/20 & 2008/09 would see a difference of over 40bps to Office sector sub-index
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Proposal to Freeze History of Sub-Indexes in PFI
— Net Total Return — Frozen history vs. Unfrozen history

- Simulated Results: Comparing the Net Total Return of Retail sector sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- Maximum difference to rolling 12mth return would be for periods during 2012/13 & 2014/15, with a difference of over 15bps to Retail sector

sub-index
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Proposal to Freeze History of Sub-Indexes in PFI

— Net Total Return — Frozen history vs. Unfrozen history

- Simulated Results: Comparing the Net Total Return of Industrial sector sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- Maximum difference to rolling 12mth return would be for periods during 2021/22 & 2013/14, with a difference of over 50bps to Industrial
sector sub-index
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Proposal to Freeze History of Sub-Indexes in PFI
— Net Total Return - Frozen history vs. Unfrozen history

- Simulated Results: Comparing the Net Total Return of Diversified sector sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- No material difference would happen to the rolling 12mth return of Diversified sector sub-index
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Appendix II
Freezing history of Sub- Indexes

DIFFERENCE TO THE 12MTH CAPITAL RETURN & INCOME RETURN




Freezing History of Sub-Indexes in PFI | Simulated Impact Analysis
Office Sector — Net Capital Return (12mth)

- Simulated Results: Comparing the Net capital return of Office sector sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- No material difference expected to the capital return of office sector sub-index
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Freezing History of Sub-Indexes in PFI | Simulated Impact Analysis
Office Sector — Net Income Return (12mth)

- Simulated Results: Comparing the Net income return of Office sector sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- No material difference expected to the income return of office sector sub-index
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Freezing History of Sub-Indexes in PFI | Simulated Impact Analysis
Retail Sector — Net Capital Return (12mth)

- Simulated Results: Comparing the Net capital return of Retail sector sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- No material difference expected to the capital return of retail sector sub-index
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Freezing History of Sub-Indexes in PFI | Simulated Impact Analysis

Retail Sector — Net Income Return (12mth)

- Simulated Results: Comparing the Net income return of Retail sector sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- No material difference expected to the income return of retail sector sub-index
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Freezing History of Sub-Indexes in PFI | Simulated Impact Analysis
Industrial Sector — Net Capital Return (12mth)

- Simulated Results: Comparing the Net capital return of Industrial sector sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- Material difference expected to the capital return of industrial sector sub-index for 12mth return during 2021/22 & 2013/14
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Freezing History of Sub-Indexes in PFI | Simulated Impact Analysis

Industrial Sector— Net Income Return (12mth)

- Simulated Results: Comparing the Net income return of Industrial sector sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- No material difference expected to the income return of industrial sector sub-index
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Freezing History of Sub-Indexes in PFI | Simulated Impact Analysis
Sector Diversified — Net Capital Return (12mth)

- Simulated Results: Comparing the Net capital return of sector Diversified sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- No material difference expected to the capital return of sector diversified sub-index
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Freezing History of Sub-Indexes in PFI | Simulated Impact Analysis

Sector Diversified — Net Income Return (12mth)

- Simulated Results: Comparing the Net income return of sector Diversified sub-index based on unfrozen methodology (as
published in digest) with the return based on frozen methodology (as proposed)

- No material difference expected to the income return of sector diversified sub-index
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PFl Sub-Indexes to be based on Frozen methodology

Market Information Product (PFI)
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About MSCI

MSCI is a leading provider of critical decision support tools and services for the
global investment community. With over 50 years of expertise in research, data
and technology, we power better investment decisions by enabling clients to
understand and analyze key drivers of risk and return and confidently build more
effective portfolios. We create industry-leading research-enhanced solutions that
clients use to gain insight into and improve transparency across the investment
process. To learn more, please visit www.msci.com.

The process for submitting a formal index complaint can be found on the index
regulation page of MSCI's website at: https.//www.msci.com/index-regulation
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Notice and disclaimer

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI"), or MSCI's licensors, direct or indirect suppliers or any third
party involved in making or compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for informational purposes only. The Information may not be modified, reverse-engineered, reproduced or redisseminated in whole or in part without
prior written permission from MSCI. All rights in the Information are reserved by MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the
issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE
INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION,
ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any
other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent
that such injury results from the negligence or willful default of itself, its servants, agents or sub-contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction. Past performance does not guarantee future results.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. All Information is impersonal and not tailored to
the needs of any person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy.

Itis not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable instruments (if any) based on that index. MSCI does not issue, sponsor, endorse, market,
offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCI index
(collectively, “Index Linked Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns. MSCI Inc. is not an investment adviser or fiduciary and MSCI makes no representation
regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the
securities underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are frequently material differences between back tested performance results and actual results subsequently achieved by any investment
strategy.

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or
suppliers to MSCI. Inclusion of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes. More information can be found in the relevant index methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indexes to third parties. MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be found in MSCI Inc.'s company filings on the Investor Relations section of
www.msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Except with respect to any applicable products or services from MSCI ESG Research, neither MSCI nor any of its products or services
recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and MSCI’s products or services are not intended to constitute investment advice or a recommendation to make
(or refrain from making) any kind of investment decision and may not be relied on as such. Issuers mentioned or included in any MSCI ESG Research materials may include MSCI Inc., clients of MSCI or suppliers to MSCI, and may also purchase research or other products
or services from MSCI ESG Research. MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other
regulatory body.

Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United
States and other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s. “Global Industry Classification Standard (GICS)” is a service mark of MSCI and Standard & Poor's.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge.
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