
http://capitalmanagementaustralia.createsend1.com/t/ViewEmail/d/AACDB1D152754FC6[1/09/2017 11:18:47 AM]

Update on this weeks Property Transactions, latest
news on AREITs and Funds and a look at Building
Approval data.
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Welcome to this weeks Property News.

This week we catch our breath on a few outstanding property transactions, provide some
further insight into what REITs are doing to improve their guidance on earnings and take
a look at the housing markets data.

Many people weren't all that surprised to hear this week that Altair Asset Management has
made the extraordinary decision to liquidate its Australian share funds, after all, markets
(equity and property) are highly priced and earnings outlooks don't appear to support the
pricing. Some are however skeptical as to the the motivations behind the decision. Time
will tell.

Property (unlike equities) is an illiquid asset class and re-establishing a portfolio of assets
is harder said than done (and more costly than equities) which is why property funds tend
to be long term holders of real estate and won't be following Altair's example unless forced
to.

At this stage of the cycle, Fund Managers need to be articulating their strategy to investors
and explaining the impacts they expect to see on earnings through the next 5 years
through a variety of scenarios. The smart direct property players are likely to be
disposing of non core assets, reducing debt, and minimising potential vacancies. 

CMA aims to assist Real Estate Investment Managers and clients to add value to their
investment decisions with relevant market based advice. We value your relationship and
hope that we can be of assistance to you. If you require any strategic advice, market
insights, transaction report or individual REIT assessments, please feel to contact us.
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Property Transactions

This week, we recorded over $1.0B of
transactions across 14 assets. Most
notable was the sale by LaSalle to Aventus
of the Homemaker Hub Centres. The
second largest retail or bulky good sale in
over 2 years (See also Fund News Below).

Also this week, Charter Hall acquired the
Salamanda Bay Shopping Centre in NSW
from CPBIB and Future Fund at a yield of
6%. This sale represents the largest price
and the highest rate per square metre for
a retail asset in regional NSW in over 2
years.  

We also look into the sale of a Fitness
First asset in Cheltenham Vic. CMA
priced this asset for a client earlier in the
campaign. If you like to read more and
see our analysis - follow the "read more"
link. 

There are a further 10 transactions which
we've captured. Read more about these
transactions by clicking the "read more"
button to the right.

 

Read More

 

Fund News

Aventus Retail Capital Raising for
Homemaker Hub buy

Aventus Retail Property Fund (AVN) this week
announced it had entered an unconditional agreement to
acquire the Homemaker Hub assets from LaSalle
Investment Management for $436M, based on a 5.6% cap
rate. Aventus raised $165M of institutional capital from
an entitlement offer at 2.32 per unit and a progressing to
raise $53M of retail capital. The issue price represents
6.4% discount to last trade of 2.48. The deal is fully
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underwritten by Macquarie, UBS and the 2 major
unitholders of the fund, Brett Blundy and Ray Itaoui. The
impact of the deal on the trust is shown to the right.

 

Happy Vendor

For the clients in the LaSalle Investments Trust, this sale
is an extraordinary result. The group acquired the two
assets in 2012 and 2015 for $244M, making a capital gain
of circa $190M and an IRR in excess of 30%. The
beneficiaries are the members in the four funds who
supported the trust; AustSafe Super, ClubPlus,
Energy Super and Intrust Super. 

 

IOF Management JV fails vote

Cromwell's pursuit of IOF remains firmly on the agenda
following the IOF investors vote against the proposed
Management JV. Cromwell appears to have some support
from Starwood Capital for a takeover proposal but will
face their own challenges to get support from the IOF
investors. 

 

Folkestone expands Altona North

Folkestone has enjoyed success recently with its
development of their Altona North land holdings. After
buying out AMP Capital share in the project following a
rezoning and DA process in 2103, Folkstone have gone on
to develop a successful bulky goods centre for its Unlisted
Retail Fund and joined with Wilmac to complete an
enterprise park.

Folkestone have maintained a vision to expand the site to
incorporate the adjacent land from BWP (which it has
held an option over) for a Woolworths based
neighbourhood centre and have now received Council
approval to the proposal along with an expanded
enterprise park with Wilmac which they will kick off soon.
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Plans for the proposal are available here

 

Other News

Charter Hall Retail REIT has acquired the
Salamandar Bay Shopping Centre from Vincinity for
$174.5M. Read More
Growthpoint Properties have advised that it will
provide earning guidance by reference to FFO. Read
More See below note on FFO.
Directors of APN Funds Management urge
Generation Healthcare unitholders to accept offer
from NorthWest Australia as it now accounts for
59.47% of units and will move to change the RE of the
trust. Read More
Australian Unity Office Fund moves to change its
constitution to allow it to take advantage of the new
Attribution Managed Investment Trust regime which
is a new tax regime that many funds will adopt. CMA
will report on this tax regime next week. Read More 

 

REITs Earnings Guidance

For basic securities, most Fund Managers use Earnings per Share (EPS) as a key
performance benchmark, however for REIT's this often misrepresents the performance
due to a number of non distributable items in its P&L including depreciation and increases
/ decreases in valuations. To accommodate these items, REITs began reporting on the
"Distributable Income per Security" which is was derived by deducting from the Profit
(After tax) any non distributable items including changes in valuations, depreciation etc.
This however still doesn't quite fix the problem as REITs also contain a range of other
future liabilities which can impact the ability to distribute cash. So now, most trusts are
moving to a new measure; FFO per security.

FFO which stands for Funds from Operations takes the Distributable Income figure and
deducts other future impacts including any amortisation of tenant incentives and any
deferred tax benefits. These measures will make it easier to compare the relative
performance of REITS. Most trusts should aim to payout 90% of the FFO. 

This week Growthpoint was the latest to announce that it will bring itself into line with
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their peers to begin reporting earnings by reference to FFO per security.

 

Economic News

Building Approvals

The April 2017 figures for building
approvals were released this week which
confirm that the slow down in Total
Construction (reported last week) will
likely continue for some time.

Despite a monthly rise in approvals for
new apartments, townhouses and semi-
detached homes - which rose 8.9 per cent
after dropping 17.7 per cent in March -
over the 12 months to April, the number
fell to a seasonally-adjusted 107,893 as
shown in the graph to the right.

In order to compare building approval
activity across the states, CMA adjusts the
building approvals number by the state
population to determine how many
approvals per million people each state is
generating. The figure to the right shows
the dramatic fall on in Approvals in
greater Brisbane, whilst Sydney and
Melbourne continue to maintain a similar
position. The chart shows the significant
increase in activity over the past 5 years.

Recent activity shows however that
Brisbane is less likely to head to
oversupply and will in fact need to lift
approvals and construction into 2018 to
meet demand and avoid a downturn in
overall economic activity. 
 

 

With most states now deterring foreign
investors with higher taxes, and the
challenges being faced in project funding,
an extended pre-sale period will likely
delay new projects from commencing.
With Building Approvals heading south,
construction activity will likely head back
to pre- 2013 levels over the next couple of
years. 

 

NAB's view on the
Housing Markets
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NAB recently issued a note on the
housing markets noting that much
commentary in the public domain is
overly alarmist. Lower construction
approvals, diminished spare construction
capacity and tougher credit conditions are
likely to slow the rate of completions as
the industry self regulates supply. On the
demand side, fundamentals remain quite
strong, supported by solid population
growth, although measures are in place to
slow investor and foreign demand.

Read More

 

Daily REIT Report

Propel now publishes a daily REIT Report
listing the key movements in the
Australian listed property markets with
information on key announcements,
performance reports, presentations and
analysis. 

If you are interested in accessing these
updates click on the link below and let us
know.

REIT Updates
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Feedback

If you have any feedback on our transaction data base or any other recent news & views,
please send us an email at warwick@cmaust.com 

Feel free to forward this newsletter to others and ask them to subscribe by clicking the link
below.

Subscribe

 
Capital Management Australia Pty Ltd
PO Box R1254
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www.cmaust.com
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