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Property has long constituted a popular form of investment in Australia. 
Its strong long-term performance, income-producing potential and low 
volatility in comparison to other asset classes means many Australians 
recognise real estate as an important part of their wealth creation strategy.

Whilst the majority of investors will gain exposure 
to real estate through residential property, very 
few achieve entry into the commercial property 
market. This is despite the fact that many investors 
recognise the importance of diversifying their 
investment portfolio in spreading risk, gaining 
exposure to different markets and supporting 
their evolving needs as they progress in their 
investment journey.

Whilst commercial property can bring a number 
of benefits in terms of diversification in wealth 
creation strategy and exposure to high-yield 
investments, there are a number of roadblocks 
that prevent investors from entering this asset 
class. With high quality commercial assets typically 
priced in excess of $5 million, the high entry 
capital means that few investors have the financial 
capacity to directly access quality opportunities 
in the commercial sector.

However, one of the ways investors can gain 
exposure to these opportunities without this 
level of capital expenditure is through managed 
property funds.

Property funds can offer investors the 
opportunity to enjoy the asset performance of 
larger commercial properties with the benefits 
of a professional management team, lower 
barriers to entry and (with the right research 
in place) stable returns. However, as with any 
investment, thorough due diligence is critical 
in mitigating risks.

In this guidebook, we will be addressing some 
of the key characteristics of unlisted property 
funds, how these might fit into your wider 
investment strategy, and some of the fundamental 
factors to consider when choosing between 
different products.

Introduction
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Whilst often referred to collectively, the commercial property sector 
incorporates a broad range of industries and asset types, each of which can be 
influenced by different demand factors and market trends. Below, we’ve outlined 
some of the broadly defined sub-classes of the commercial market and the 
attributes that typically characterise each sector.

Types of commercial property

RETAIL

The retail sector encompasses a broad range 
of different properties, ranging from single 
shops or restaurants to large format centres 
and suburban shopping malls comprising a 
much wider tenancy mix.

Internal fitout is an extremely important 
factor for retail properties, with tenants 
often looking to refresh stores every four 
to five years to keep up with changing 
consumer demands. As such, capital 
expenditure with these assets can be high, 
and in many cases necessary to ensure the 
property continues to command maximum 
rental income. Tenancy mix and location are 
also fundamental factors to consider when 
selecting retail properties. These factors 
will have a key influence on foot traffic to 
the area, and as such can have a significant 
impact on the performance of the underlying 
tenancies and assets.

The potential downside of retail properties 
is that their performance is also subject to 
consumer confidence, shopping trends and 
wider economic performance, hence why 
an experienced asset manager and strong 
property management strategy is required 
to minimise the risks of extensive vacancy 
periods and reduced rental payments.

INDUSTRIAL

The industrial property sector typically 
incorporates distribution, manufacturing 
and warehouse facilities. This can range 
from properties with basic layouts designed 
for storage and product assembly, to heavily 
customised spaces for special use by large 
manufacturers – for instance, warehouses 
with high truss heights and custom fit 
cranes to transport products within the 
facility.

Depending on the nature of the property, 
the specialised layout of industrial assets 
can mean they are expensive to maintain, 
with some properties requiring substantial 
renovations to re-purpose for the specific 
use of further tenants. As such, the evolving 
requirements of tenants and the increased 
proliferation of technology in the industrial 
space should be key considerations for 
commercial investors when selecting assets 
that will also cater to future demand.

Location is another important factor 
commercial investors need to consider when 
selecting industrial assets, with tenants often 
favouring properties situated along major 
transportation routes to allow for increased 
flexibility and closer proximity to suppliers 
and ports for ease of product distribution.



Types of commercial property

OFFICES

Office properties are usually grouped into different 
grades such as Premium, Grade A, Grade B and 
Grade C. The grades are commonly grouped 
together again as Prime (Premium and Grade A) 
and Secondary (B grade and below). The Property 
Council of Australia (PCA) provides ‘A Guide to 
Office Building Quality’ which is generally used 
by owners and developers to design, manage and 
market their assets to meet each grade. The guide 
takes into account attributes such as building 
size (total net lettable area), lifting (number of 
lifts, capacity and wait times), floor plate size (net 
lettable area per floor), building facilities (such as 
conference facilities and a concierge) and building 
services (such as air conditioning and power 
supply). For example, a brand new building may 
appear Premium at face value but according to the 
guide, it may only meet Grade B standards if the 
floor plates are less than 700 square metres of net 
lettable area.

Due to the higher demand, and hence lower 
risk, associated with premium grade buildings, 
investors will typically accept lower rental yields 
for these assets than those you would expect from 
Grade B or Grade C offices.

This lower risk factor is also due to the fact that 
premium grade offices tend to hold higher appeal 
amongst corporate and blue-chip tenants, who will 
typically offer higher levels of financial security. 
The flipside of this is that owners may need to 
invest more capital into fit-outs, internet services, 
end of trip facilities and other special purpose 
features to encourage these tenants to sign a longer 
lease term, which is something investors will need 
to consider in their feasibility analysis.

EMERGING SECTORS

Whilst office, industrial and retail 
properties form what we perceive 
as the traditional sub-sectors of the 
commercial market, recent years have 
seen the emergence of a number of 
new commercial classes, which are 
drawing significant interest amongst 
investors. This increase in demand for 
the new sectors, including childcare, 
educational facilities, medical, aged 
care, hotels and self-storage facilities 
are being met by the private sector 
and a rising appetite for diversification 
amongst commercial investors has led 
to greater interest and increased levels 
of accessibility to these assets. 

Healthcare and aged care, especially, 
hold a strong appeal amongst many 
investors due to the consistent and 
rising demand for these services in 
their brick and mortar form, as well as 
the long lease terms associated with 
such assets.

From a management perspective, each 
of these emerging asset classes has its 
own specific needs and lease terms 
which requires investors to have an 
in-depth understanding of the business 
cycles and needs impacting their 
respective tenants, whether this be 
capital charges, the need for specialist 
fit-outs, legislative requirements and/or 
the necessity for different management 
approaches.
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DIRECT INVESTMENT

Investing in an asset directly is the form 
of investment that will be most familiar to 
residential property investors. However, this type 
of investment can be difficult with commercial 
property due to the high purchase price and 
larger deposit required to secure a high-quality 
commercial asset. Most lenders will stipulate a 
maximum loan-to-value (LVR) ratio of around 
60% to account for the increased risk associated 
with commercial assets, meaning investors 
would need a deposit of around 40% to finance 
a commercial property. This, coupled with the 
high establishment costs (7% upwards) means 
investing in a commercial asset directly is rarely 
an option for the individual investor. Even then, 
many investors won’t have the time, risk appetite 
and specialist market knowledge to undertake 
this commitment themselves. Another downside 
to direct investment is that it’s much harder to 
achieve diversification due to the high levels 
of capital investment involved, which means 
investors face higher risk should the property  
fall vacant.

PROPERTY FUND

Otherwise known as a commercial fund, a property 
fund is a form of joint investment whereby 
investors purchase a share of a commercial asset or 
group of assets which are held in a professionally 
managed unit fund. Investors then receive regular 
income distributions from the fund based on their 
unit holding, in addition to their portion of any 
capital growth realised at the end of the fund.

The main benefit of this approach is that the 
assets in the fund are acquired and managed by 
a professional team who oversee everything from 
devising the investment strategy to coordinating 
the fund’s funding and managing the asset(s) 
on a day-to-day basis. Whilst this negates the 
need for the same level of input and specialist 
market knowledge on the part of investors, the 
potential downsides of this investment vehicle are 
that investors have less control over the assets 
themselves and they also aren’t able to borrow 
against invested funds in the same way as they 
can with direct investments. The additional fund 
management costs also need to be taken into 
account, although many would argue the benefits 
of professional guidance far outweigh the potential 
cost and risks associated with limited market 
experience.

Whilst not suited to all investors, commercial 
property funds can present an ideal opportunity 
for time-poor investors or buyers with limited 
expertise and knowledge of commercial property 
investment who are seeking more of a passive 
approach to commercial property.

Investing in commercial property
WHAT ARE YOUR OPTIONS?
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Property funds are generally offered in two forms: listed and unlisted.  
There are pros and cons to both structures, and it’s important to understand 
the potential benefits and drawbacks of each to determine which is the best  
fit for your investment strategy.

Listed vs unlisted property funds
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LISTED PROPERTY FUNDS

Also known as REITS (real estate investment 
trusts), listed property funds are treated similarly 
to shares in that they are listed on a public market 
(i.e. the Australian Securities Exchange). Like 
shares, investors in listed funds can buy or sell 
their securities when they choose to, meaning 
there can be significant gains for those who enter 
and exit the investment at the right time.

Whilst there can be advantages to the high 
liquidity of listed property funds, this also means 
that unit prices can be more volatile as they will 
often be vulnerable to the same risk exposures 
as shares. Because of this, the value of listed 
funds will usually fluctuate according to market 
sentiment in the broader share market, and the 
unit price may not be reflective of the underlying 
value of the property assets themselves. However, 
this may be the more favourable investment option 
for those who require more flexibility in terms of 
when they exit the investment.

UNLISTED PROPERTY FUNDS

Unlisted property funds don’t have exposure to 
the public market in the same way as REITS. This 
form of investment bears greater similarities to 
direct investment in that the assets are owned 
directly in a professionally managed fund, meaning 
investors will gain direct exposure to the fund’s 
assets. Conversely to REITS, investments in 
unlisted property funds are only available when 
offered by the manager, usually when a property is 
purchased, which means that investors will have 
a shorter time period over which to invest funds 
before the raising closes. This investment will 
usually have a fixed-term, with assets only being 
bought and sold in the parameters set out in the 
fund’s constitution.

Whilst the structure of unlisted property funds 
means these investments have lower liquidity 
than listed funds, the advantage of this is that 
unit prices are a lot less volatile. As opposed to 
listed property funds, unlisted property funds are 
typically priced based on the capital value of the 
underlying assets (the net tangible asset value), 
and the value of the investment will primarily be 
influenced by movements in the property market 
rather than fluctuations in the broader share 
market, with the resulting valuation tending to 
remain more stable.



ACCESS TO HIGHER 
QUALITY ASSETS
As pooled investments, commercial property 
funds can provide investors with exposure to the 
commercial property market at a much lower 
expenditure than purchasing an asset directly. 
In many cases, this gives investors the opportunity 
to hold a share in larger and higher quality assets 
than they would otherwise be able to access 
through direct investment. In addition, established 
fund managers will often have access to further 
resources and opportunities such as off-market 
deals and industry contacts, many of which may 
not be available to the standalone investor.

DIVERSIFICATION
Another key advantage of the lower investment 
capital required for commercial property funds 
is that it gives investors the opportunity to invest 
their capital across multiple different funds, in 
turn enabling them to spread their investment 
risk and gain exposure to different asset classes, 
industries and markets. This protects the investor 
in the event that one of these industries should 
experience a downturn, whilst also giving them 
the opportunity to leverage growth opportunities 
across different market segments and locations. 
Commercial property funds can comprise 
multiple asset types and a tenancy mix spanning 
across different industries, offering a level of 
diversification that often isn’t possible through 
investing directly in a single asset.

REGULAR INCOME STREAM
Distributions from property funds are typically 
paid from the rental income generated from 
the fund’s assets. Due to the longer lease terms 
associated with commercial properties, a well-
managed fund can provide investors with a 
secure and steady income stream, whilst enabling 
investors to assume a passive investment 
approach.

PROFESSIONAL MANAGEMENT
Investors in commercial property funds will 
benefit from professional teams that are 
responsible for the acquisition and fund strategy 
(fund managers), as well as the day-to-day 
management of the fund’s underlying assets 
(commercial property managers). This can be a 
major drawcard in reducing the time, research 
and market knowledge involved in commercial 
property investment. Whilst these managers 
can be essential in navigating the complexities 
of the commercial market, proactive managers 
will also play a key role in maximising the fund’s 
performance over time and minimising associated 
risk factors for investors.

NON-RECOURSE LOAN
When investing in property funds, all borrowings 
are entered into by the fund and not by the 
individual investor. This means that unit holders 
won’t be subject to personal guarantees (i.e. they 
won’t be required to provide any bank security 
such as their home or other assets) and are not 
liable to pay further compensation beyond the cost 
of their own units. This structure can significantly 
reduce the risk to the individual investor in the 
event of a default on the loan.

Potential benefits 
of unlisted property funds
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Investing in a property fund can be somewhat different from buying a property 
directly, and this process will also vary depending on the type of fund you’re 
investing in and the fund management company involved. Below is an example 
of the typical process involved when investing in a fixed-term, unlisted property 
fund with Westbridge Funds Management.

What to expect 
from an unlisted property fund

1

2

PROPERTY SECURED
The research and acquisitions team identifies and secures a commercial property to 
purchase, subject to due diligence and finance.

INVESTMENT SYNOPSIS PROVIDED
Investors are provided with an Information Memorandum (IM) or a Product Disclosure 
Statement (PDS). This comprises a range of important information on the property, 
including the investment strategy, the lease terms, the location of the asset, the building 
quality, details of finance and the potential risks involved in the investment.

INVESTORS BUY UNITS IN THE FUND
Investors purchase units in the fund during the capital raising. These units can be held by 
their preferred tax entity (i.e. SMSF, own name, company, family fund etc).

INVESTOR FUNDS ARE DEPOSITED INTO THE FUND
Investment funds must be deposited into the fund for investors to secure units. Note: if you are 
changing your investment structures, refinancing another asset or waiting for a term deposit to 
expire, you may need to plan ahead to allow time for your funds to become available.

FUND FULLY SUBSCRIBED
When the fund is fully subscribed and due diligence is concluded, the fund manager will 
secure finance for the purchase. For Westbridge purchases, finance is usually targeted at 
around 50-55% and limited to a loan-to-value ratio of around 60%.

3

4

5
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6

7

SETTLEMENT
The property purchase settles on completion of due diligence and finance. There may be a 
short waiting period once conditions have been satisfied before settlement takes place.

ONGOING MANAGEMENT
The management team monitor the assets for further opportunities, and will act on the 
investors’ behalf to resolve any issues and optimise the portfolio. This might include re-
leasing the property or undertaking capital works, repairs and refurbishments to support 
growth and enhance the security within the fund.

DISTRIBUTIONS
The fund manager will pay monthly distributions to investors from the net rental income 
of the fund’s assets after expenses. These distributions vary but Westbridge targets 6.5% 
to 7.5% of invested funds for new funds.

INVESTOR COMMUNICATIONS
The fund manager will send investors quarterly updates and annual reports on the fund’s 
performance. Investors will also be sent an annual statement for their tax return, including 
information on depreciation.

FUTURE INVESTMENT OPPORTUNITIES
Depending on the fund’s investment strategy, the fund manager may seek to acquire further 
assets to diversify the fund’s asset base. Investors will typically have the opportunity to buy 
additional units in the fund each time a new acquisition is made.

8

9

10
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Unlisted property funds are structured as unit trusts. This means that 
when you invest, you are effectively purchasing a unit (or units) in a fund 
that holds either a single or multiple assets.

The number of units allocated to you will be proportional to the amount of capital you’ve invested 
relative to the total net asset value of the fund’s asset base. For instance, if units are valued at $1 each 
and you invest $100,000, you will be allocated 100,000 units. On a $10 million acquisition, you would 
therefore own 2% of the fund, assuming $5 million of equity was raised.

Once these assets are sold, any capital gain realised will be distributed amongst investors relative to 
their unit holdings. Investors will generally also receive regular income distributions throughout the 
fund’s term from the rental income of the fund’s properties less any expenses (see FAQs).

The way in which units are issued will vary depending on whether the fund is fixed-term or  
open-ended.

Fund structure

OPEN-ENDED 
PROPERTY FUNDS
Open-ended property funds are not limited 
to the number of shares they can issue and 
they don’t have a fixed end date. When you 
invest funds, new shares are created and the 
money is added to the investment pool. The 
fund manager can raise new money at any 
time through the issue of new units, which 
can then be used to purchase further assets 
for the fund’s investment portfolio. Whilst 
this structure provides more liquidity, the 
fund managers will determine which assets 
are bought and sold (and when), so investors 
will also have less certainty and control over 
the assets they are investing in.

FIXED-TERM 
PROPERTY FUNDS
Fixed-term property funds will only issue a 
set amount of units, and the capital raising 
will be completed when the full cost of the 
property has been raised (including costs/
fees and minus borrowing). Whilst fixed-
term funds are a more illiquid form of 
investment (meaning investors will typically 
have to wait until the end of the fixed-term 
and sale of the properties to receive their 
final pay out), this type of fund can be more 
beneficial for investors who want certainty 
over which properties are going to be owned, 
as this information will be disclosed to 
investors prior to the capital raising.
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GEARING
In most property funds, a portion of capital will be 
raised from investors, with the remainder of the 
property’s purchase price being financed through 
borrowings from the bank. The level of a scheme’s 
debts as a proportion of what it owns (i.e. its 
assets) is referred to as a gearing ratio. Generally 
speaking, gearing levels vary from 35% to 65% 
and depend on the quality of the asset, strength of 
the tenant and remaining length of the lease term. 
Higher gearing ratios can enable funds to increase 
the distribution amount to investors; whilst this 
may be warranted in cases where a high-quality 
tenant or asset has been secured with a strong 
lease covenant, it’s also important to note that 
higher gearing levels also carry increased risk and 
should be approached with caution by investors. In 
assessing the risk and security of a fund, investors 
may also want to consider whether interest rates 
are fixed and for what duration, as this can provide 
greater certainty in terms of a fund’s distributions.

NTA PER UNIT

The Net Tangible Asset (NTA) backing per unit is 
an important metric to consider when reviewing 
a property fund, as this essentially gives you an 
indication of the financial position of the scheme, 
as well as the returns you can expect to receive in 
the longer term. This is calculated by dividing the 
total net assets minus liabilities (i.e. debt) plus or 
less any other adjustments (i.e. cash-in-hand) with 
the number of units in the scheme on issue.

The NTA takes into account fees and charges 
associated with setting up the fund such as capital 
raising costs, stamp duty and management fees. 
As such, the NTA per unit will almost always be 
less than $1 (assuming the unit price is $1) at the 
time of investment. As the property value increases 
over time, the NTA per unit should increase with 
it, hence why most funds will have a term of at 
least five years to allow for this growth. When 
investing in a fund, it’s important to understand 
the implications of this calculation on the fund’s 
long-term performance. For instance, an NTA that 
starts at 85 cents per unit will need roughly an 
18% increase in value (assuming 50% gearing) to 
return to the original purchase price; if the value 
of the property does not increase by this amount 
during the fund timeframe, this could result in an 
overall capital loss.

NET ASSETS – INTANGIBLE ASSETS +/- ANY OTHER ADJUSTMENTS

NUMBER OF UNITS ON ISSUE
NTA =
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When investors receive distributions from property trusts, a portion of this 
income may be classified as ‘tax-deferred’ or ‘tax-advantaged’. Generally 
speaking, these components result from differences between the trust’s 
distributable income and its taxable income, which can arise from the trust’s 
ability to claim tax deductions for items such as depreciation, capital works  
on building structures and the costs of raising equity (amongst others).

TAX-DEFERRED DISTRIBUTIONS IN PRACTICE

John invests $100,000 in an unlisted property trust and receives a distribution of $8,000 
per annum for the first year. Distributions from the fund are declared as 40% tax deferred.

HOW ARE ‘TAX-DEFERRED’ COMPONENTS TREATED 
FROM A TAX PERSPECTIVE?

Investors generally will not have to pay tax immediately on the tax-deferred component of the distributed 
income. Instead, these amounts are applied first to reduce the cost base of their investment, with the 
investor’s tax liability on this income being deferred until a Capital Gains Tax (CGT) event occurs in respect 
to the units in the trust (i.e. when the assets in the trust are sold or when the cost base of the investment is 
reduced to nil by the tax-deferred distributions).

If there were no tax deferral 
benefits, the tax payable 
would have been $3,600 
($8,000 x 45% assumed 
effective tax rate), resulting 
in an after tax income 
of $4,400.

However, because the distributions 
are 40% tax-deferred, the tax payable 
in this case would be $2,160 ($8,000 x 
45% x 60%). As a result, John actually 
receives an after-tax income of $5,480, 
resulting in an extra $1,440 in his 
pocket each year.

Tax-deferred income
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CAPITAL GAINS TAX ON DEFERRED ELEMENT

Using the same example as above, the tax-deferred amount of 
$3,200 ($8,000 x 40%) reduces the cost base of John’s investment  
in the unit trust to $96,800 ($100,000 - $3,200).

In this scenario, John would be liable to pay CGT on the deferred 
element of his distributions (that is, $3,200 per annum), but only 
upon the disposal of the units in the unlisted property trust or 
when the cost base of the investment in the unlisted property trust 
is reduced to nil (CGT is payable on the excess).

Assuming he has held the units in the trust for over 12 months,  
he is entitled to a 50% CGT discount on disposal of the units or  
on the excess, and will therefore effectively only be paying CGT  
on $1,600 ($3,200 x 50%) of this component for each year he has 
held the units.

Further, if units in the trust are held by a superannuation fund  
that realises the investment during an allocated pension phase,  
the tax-deferred income distributions may be completely tax-free.

Disclaimer: The above are general comments only and must not be treated as 
professional advice. Readers and investors should rely on their own enquiries  
in making any decisions concerning their own interests.

POTENTIAL BENEFITS OF TAX-DEFERRED INCOME

Whilst tax-deferred income can significantly increase an investor’s after tax cash flow each year during 
the investment term, it can also hold a number of long-term benefits for investors depending on what taxable 
entity they are making the investment through and the period for which they hold units in the trust.

 If an individual taxpayer has held units in a property trust for more than 12 months, they may be entitled 
to a 50 per cent discount on the CGT payable upon the sale of the asset(s).

 Eligible superannuation funds that have held units for more than 12 months may be entitled to a one 
third discount on the CGT payable.

 If units in the trust are held by a superannuation fund that realises the investment during an allocated 
pension phase, the tax-deferred income distributions may be completely tax-free. Providing the units 
were disposed of after transitioning into this phase, this can still be the case regardless of whether the 
tax-deferred distributions were received before the allocated pension phase began.
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While some commercial property funds are available to all investors, others  
may only be offered to ‘wholesale investors’. The distinction between these two 
categories is important to understand, as this can hold key implications for both 
your eligibility for certain investments and the level of disclosure you receive 
about a fund.  

ARE YOU A WHOLESALE INVESTOR?

Essentially, everyone is a retail investor unless they satisfy one of the requirements 
to be classified as a wholesale investor under the Corporations Act 2001.

To be classified as a wholesale investor, you must meet one of the following three criteria:

1. You hold net assets worth more than $2.5 million*

2. You have a gross income for each of the last two financial years of at least $250,000

3. You are willing to invest $500,000 or more into the fund

* To prove that you meet at least one of these criteria, you are required to obtain a certificate 
from a qualified accountant stating so.

Retail vs wholesale funds
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RETAIL

Disclosure requirements and regulations 
are a lot higher for retail products, with the 
intention being to provide investors with a 
greater level of consumer protection.

Retail investors receive all the consumer 
protections set out in The Future of Financial 
Advice (FOFA) reforms, and must by law 
be provided with a Product Disclosure 
Statement (PDS).

In addition, The Australian Securities & 
Investments Commission (ASIC) requires 
all funds open to retail investors to meet 
increased government requirements, 
including an improved constitution and 
compliance plan, a mandated net tangible 
assets requirement, and an authorisation 
for licensee on the investment type 
(amongst others).

WHAT ARE THE KEY DIFFERENCES BETWEEN 
RETAIL AND WHOLESALE PRODUCTS?

Both retail and wholesale products can offer high-quality opportunities to investors. The primary difference 
between the two categories is in the level of compliance involved with each investment.

RETAIL VS WHOLESALE FUNDS

From a cost perspective, retail funds are typically available to all investors and will generally involve 
a lower minimum investment amount (around $50,000).

As a product targeted to more experienced and high-net worth investors, wholesale funds will often 
involve higher minimum investment amounts – typically in excess of $100,000, and in some cases as high 
as $500,000.

Whilst open to fewer investors, wholesale funds allow those with the capability and desire to participate 
in wholesale markets to access a broader and often more complex range of products.

WHOLESALE

Wholesale products generally cater to more 
experienced investors, and as such will 
usually involve fewer compliance obligations 
and less regulatory requirements. For 
instance, wholesale investors can choose to 
forgo the PDS in favour of a more simplistic 
Information Memorandum (IM). 

The rationale behind this is that investors 
considered to be wholesale investors are 
more likely to be able to evaluate interests in 
a fund without needing the protection of a 
regulated disclosure statement like a PDS.
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FAQs
How much can I invest?
For most property funds, the minimum investment amount 
will be $50,000 to $100,000. However, this can be higher 
for wholesale funds. The maximum amount may depend 
on how many units are being issued by the fund. As part 
of their broader investment strategy, most investors will 
often choose to diversify their investments across various 
different funds to reduce their risk exposure rather than 
depositing a larger lump sum into a single fund.

How are funds distributed?
Depending on the set-up of the individual fund, investors 
will usually receive distributions either monthly or 
quarterly. These will be paid per unit owned at the rate 
outlined in the IM or PDS unless otherwise advised by 
the fund manager. These distributions usually derive from 
the rental income generated from the fund’s assets (minus 
any costs or fees associated with the fund), and may 
include a tax-deferred component.

Some funds may also make additional distributions 
to investors in events such as a significant capital gain 
being realised prior to the end of the fund’s term.  
This may happen, for example, if the managers sell 
a property part-way through a fund’s term due to 
favourable market conditions.

What is a PDS?
When you invest in a retail fund, the fund manager must 
provide you with a Product Disclosure Statement (PDS). 
This document contains a range of important information 
about the fund’s key features, fees, commissions, risks, 
benefits and complaints handling procedures. By law, the 
PDS must include sufficient details to enable investors to 
compare similar financial products and make an informed 
investment decision. As such, it’s important to read this 
document carefully before investing in a fund to ensure 
you fully understand the risks and features involved.

What are the costs and fees involved?
The fund manager will usually be paid an ongoing fund 
management fee, which is generally expressed as a 
percentage of the total value of assets in the fund. These 
expenses are not additional – they are included within 
the fund expenses and the returns/distributions investors 
receive is net of these costs.

Most funds will also be charged acquisition fees for 
the work and costs associated with finding, analysing, 
negotiating and acquiring new properties into the fund. 
Some funds will also charge a “performance fee” if the 
fund outperforms projected returns. 

This is usually expressed as a percentage above a certain 
overall return, and will generally be paid on fund expiry 
after all assets have been sold. For example, if the 
investment exceeds the benchmark performance criteria 
(e.g. 11% per annum), the fund manager might take 20% 
of any profits generated above the benchmark. Under 
ASIC legislation, all fund managers are required to 
disclose these fees and costs in the fund’s PDS.

How long is the fund’s term?
Most fixed-term funds will have a duration of between 
five and ten years to allow for the growth of the underlying 
assets. However, as the fund approaches the end of its 
term, investors will often get the opportunity to vote 
on the future of the fund, which may include the option 
to extend the term, sell the fund’s assets and receive 
final distributions, or retain some of the properties 
and sell off others. The fund manager usually makes a 
recommendation on whether to sell the assets or renew 
the fund. If the fund is performing well and returns are 
above those of new funds in the market, it may make 
sense to renew the fund based on income. However, if 
there has been substantial capital growth it may be more 
preferential to realise the profit through the sale of the 
assets and return funds to investors.

Can I exit earlier?
Like many property investments, commercial property 
funds should be viewed with a long-term outlook. 
The nature of property funds means they are essentially 
illiquid, and invested funds generally won’t be returned 
until the assets in the fund are sold. However, investors 
in fixed-term property funds may be able to exit earlier 
through the independent sale of their units to a third 
party, which the fund manager may be able to assist with.

Whilst still restricted, liquidity mechanisms will often 
differ for open-ended funds. In this case, the fund may be 
able to use funds from incoming investors to offer outgoing 
investors more liquidity. In many cases, the fund manager 
will make pro-rata withdrawal offers at certain times 
during the life of the fund to allow investors to exit the 
investment.

If you are planning to exit a fund early, it’s important that 
you understand the potential implications of your decision. 
Commercial property values are heavily linked to rental 
returns, and as rent increases year on year, the asset’s 
capital value will often increase alongside it. For investors 
exiting early, this might mean that the price of the unit at 
the time of exit may not reflect the full potential return of 
the investment.
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This information has been prepared by Westbridge Funds Management as a general guide only. It does not constitute an offer for sale, 
or solicitation for the purchase of securities, financial products or other investments. It should not be relied upon to determine or to 
make decisions about the investment objectives, financial situation or individual needs of any person. Westbridge Funds Management 
recommends investors seek professional advice before making a decision to invest. Westbridge Funds Management and its related entities 
do not make any representations or give any warranties that the information contained within is or will remain accurate or complete at all 
times and they disclaim all liability for harm, loss, costs, or damage which arises in connection with the use or reliance on the information. 
Manager, Responsible Entity and Product issuer: Westbridge Funds Pty Ltd ABN 33 652 852 214 AFSL 533936. Mair Property Funds Limited 
ABN 48 151 957 676 t/a Westbridge Asset Management. Mair Property Securities Limited ABN 28 091 623 862. AFS Licence 238386. 
Momentum Wealth Projects Pty Ltd ABN 29 090 792 439 t/a Westbridge Urban. 

Please contact us if you would like more 
information or to arrange a personal meeting.

T: (08) 9321 5566

E: info@westbridgefunds.com.au

W: westbridgefunds.com.au 

CONTACT THE WESTBRIDGE TEAM


