
I S  I T  T I ME TO BUY L I STED PROPERTY?
Loca l  and  G l oba l  P r ope r t y  Ove r v i ew

K E I L L E N  N D L O V U
H e a d  o f  L i s t e d  P r o p e r t y  a n d  F u n d  M a n a g e r
1 0  O c t o b e r  2 0 1 9
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R E C A P  F R O M  O U R  L A S T  J S E  P O W E R  H O U R  P R E S E N T A T I O N  I N  O C T O B E R  2 0 1 8
L o c a l  p r o p e r t y  h a s  s t r u g g l e d  &  o f f s h o r e  p r o p e r t y  h a s  d o n e  v e r y  w e l l

L O C A L  P R O P E R T Y- S A P Y  d o w n  0 , 6 %  a n d  A L P I  d o w n  7 , 2 %

• Results worse than expected

• Property fundamentals continue to deteriorate

• Earnings growth outlook to continue to slowdown

G L O B A L  P R O P E R T Y- U p  1 8 %  i n  U S D  a n d  2 3 %  i n  Z A R

• Results generally in line with expectations

• Fundamentals continue to be supportive in general

• Earnings growth outlook remains stable

Source: STANLIB Research, Bloomberg consensus 



LOCAL PROPERTY
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S o u t h  A f r i c a n  L i s t e d  P r o p e r t y  s e c t o r  h a s  4 7 %  e x p o s u r e  o f f s h o r e

SouthAfrica; 
53%

USA; 0%UK; 2%

Australia; 
8%

Eastern 
Europe; 

29%

Western 
Europe; 7%

Africa 
excluding 

South 
Africa; 1%

Source: SBG Securities, STANLIB June 2019

L o c a l  p r o p e r t y  e x p o s u r e  i s  l a r g e l y  d o m i n a t e d  b y  r e t a i l  a n d  t h e n  o f f i c e s

Retail; 56%

Office; 24%

Industrial; 
17%

Other; 3%

S A  L I S T E D  P R O P E R T Y  S O U T H  
A F R I C A N  E X P O S U R E

S A  L I S T E D  P R O P E R T Y  
S E C T O R  B Y  R E G I O N
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A U G U S T  A N D  S E P T E M B E R  R E P O R T I N G  S E A S O N
F e w  p o s i t i v e  s u r p r i s e s  a n d  m o r e  n e g a t i v e  s u r p r i s e s

L I S T E D P R O P E R T Y  
C O U N T E R

D I S T R I B U T I O N  
G R O W T H  A C H I E V E D

D I S T R I B U T I O N
G R O W T H  O U T L O O K

V E R S U S  M A R K E T  
E X P E C T A T I O N S

MAS 15% 30% Above

Attacq 10,1% 8% to 10% Above

Resilient* -6% 5% In line

EPP 0% 0% or better In line

Fairvest 8.1% 4% to 6% In line

Liberty Two Degrees 0% 0% to 2% In line

Emira 3.1% Positive growth In line

NEPI 9.6% 6% In line

Fortress A* 4.6% 5% In line

Fortress B* -13.1% -1.6% to -5% Below

Growthpoint 4,6% Nominal or flat Below

SA Corporate -6.1% -2% to 4% Below

Hyprop -1.5% -10% to -13% Below

Texton*** -13.1% -18% to -26% Below

Tower -8.4% No clear guidance Below

Capital & Counties** -3,3% No clear guidance Below

Hammerson 0% No clear guidance Below

Intu No dividend declared No dividend for time being Below

Source: Company Data, * post restructuring, ** earnings per share, *** trading update,  STANLIB Listed Property, September 2019
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F S C A I N V E S T I G AT I O N  P R O G R E S S  O N  T H E  “ R E S I L I E N T  S TA B L E ”
G o o d  p r o g r e s s  s o  f a r

I N S I D E R
T R A D I N G

P R I C E       

M A N I P U L A T I O N

F A L S E  A N D  
M I S L E A D I N G  

S T A T E M E N T S

R E S I L I E N T Closed Open Open

N E P I  R O C K C A S T L E Closed Closed Closed

L I G H T H O U S E / G R E E N B A Y Closed Closed Not applicable

F O R T R E S S Closed Closed Not applicable

Source: STANLIB Property, FSCA 
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C O N S O L I D AT I O N  H A S  N O T  G A I N E D  M O M E N T U M  A S  A N T I C I PAT E D
M i n i m a l  e a r n i n g s  a c c r e t i o n  f r o m  c u r r e n t  p r o p o s e d  d e a l s

Source: STANLIB Property and Company Announcements

P R O G R E S S F U N D I N G

Fairvest and Safari Failed Equity

Safari and Comprop Announced Cash

Emira and SA Corporate Announced Equity

Dipula and SA Corporate Announced Equity

Rebosis and Delta Announced Equity

Gemgrow and Arrowhead Completed Equity
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R I S I N G  O P E R A T I N G  E X P E N S E S  A  C H A L L E N G E  F O R  T H E  P R O P E R T Y  S E C T O R
L a r g e l y  d r i v e n  b y  i n c r e a s i n g  M u n i c i p a l  C h a r g e s  ( R a t e s  a n d  Ta x e s )

Source: SAPOA

Operating Cost Category Trend: Rand per m²
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O F F I C E  VA C A N C I E S  R E M A I N  A  C O N C E R N  D U E  T O  O V E R S U P P LY
Te n a n t s  s t i l l  m o v i n g  f r o m  o l d e r  b u i l d i n g s  t o  n e w  b u i l d i n g s

Source: STANLIB Property June and September 2019

R O S E B A N K ,  J O H A N N E S B U R G W A T E R F A L L ,  M I D R A N D
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W H AT  I S  H A P P E N I N G  T O  VA C A N T  O F F I C E  S PA C E ?
S o m e  o f  i t  i s  b e i n g  t a k e n  u p  b y  f l e x i b l e  o f f i c e s  o r  c o - w o r k i n g  s p a c e

Source: STANLIB Property June and September 2019



11

W H AT  I S  H A P P E N I N G  T O  VA C A N T  O F F I C E  S PA C E ?
S o m e  o f  i t  i s  b e i n g  c o n v e r t e d  t o  r e s i d e n t i a l

Source: STANLIB Property June and September 2019

F O R  S A L E F O R  S A L E F O R  R E N T A L
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E D C O N  – O P T I O N S  S E L E C T E D  B Y  VA R I O U S  L A N D L O R D S
C h o i c e  b e t w e e n  a  4 1 %  r e n t  r e d u c t i o n  o r  t a k i n g  e q u i t y  i n  E d c o n

Rental reduction 
option Share subscription option Funding of share subscription Will distributable earnings be lowered to 

reflect the reduction in rentals?

L I B E R T Y  T W O  
D E G R E E S  ✓ Debt Most likely not

V U K I L E ✓ Debt Most likely not

G R O W T H P O I N T ✓ Debt No

H Y P R O P ✓ Effectively from rentals received from Edcon Yes

F O R T R E S S ✓ n/a Yes
I N V E S T E C  
P R O P E R T Y  
F U N D

✓ n/a Yes

A T T A C Q ✓ n/a Yes

A R R O W H E A D ✓ n/a Yes

R E S I L I E N T
✓ n/a Yes

R E D E F I N E ✓ ✓ Debt Yes - slightly

O C T O D E C ✓ ✓ Debt Yes – slightly

Source: Company Data, ASB, STANLIB 2019
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F O U R W AY S  M A L L  N O W  T H E  B I G G E S T  M A L L  I N  A F R I C A
B u t  m a j o r  t e n a n t s  l e f t  t h e  o l d  s e c t i o n  v a c a n t  a n d  m o v e d  t o  t h e  n e w  o n e

Source: STANLIB Property Research, September 2019
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S O S H A N G U V E  C R O S S I N G ,  S O S H A N G U V E ,  P R E T O R I A
L o w e r  e n d  r e t a i l  c o n t i n u e s  t o  d o  w e l l .  S a l e s  u p  7 . 4 %  v e r s u s  l a s t  y e a r  i n  S o s h a n g u v e .

Source: STANLIB Property Research September 2019
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T H E  I N D U S T R I A L  S E C T O R  C O N T I N U E S  T O  D O  W E L L
A n d  h a s  s h i f t e d  t o  w a r e h o u s i n g  a n d  l o g i s t i c s

Source: STANLIB Property Research, June 2019
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T O P  1 0  S A  L I S T E D  P R O P E R T Y  C O U N T E R S  E X P E R I E N C I N G  S L O W I N G  R E N T A L  G R O W T H

T r e n d  l i k e l y  t o  c o n t i n u e  i n  2 0 2 0

Source: STANLIB Property September 2019
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A S  A  P O S I T I V E ,  O F F S H O R E  N A M E S  S T I L L  G E N E R A T I N G  G R O W T H  ( E X C E P T  U K )
T h e r e f o r e  o u r  l o c a l  p r o p e r t y  f u n d  w i l l  r e m a i n  o v e r w e i g h t  o f f s h o r e

Source: STANLIB Property September 2019
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L I S T E D  P R O P E R T Y  S E C T O R  A T  D I S C O U N T  T O  N E T  A S S E T  V A L U E  O F  O V E R  1 5 %
I m p l y i n g  t h a t  t h e  m a r k e t  e x p e c t s  c a p i t a l  v a l u e s  t o  f a l l

Source: STANLIB, Macquarie September 2019  
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C A P I T A L I S A T I O N  R A T E S  M A Y  G O  U P  0 . 5 %  T O  1 %  D U E  T O  W E A K  R E N T A L  G R O W T H
L i s t e d  p r o p e r t y  c o m p a n i e s  o n  a v e r a g e  h o l d  b e t t e r  q u a l i t y  a s s e t s
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R E T A I L
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L O A N - T O - V A L U E S ( L T V )  M A Y  B R E A C H  T O  4 0 %  M A R K  F O R  S O M E  C O M P A N I E S
B u t  u n l i k e l y  t o  b r e a c h  b a n k  c o v e n a n t s  o f  5 0 %  t o  6 0 %  f o r  m o s t  c o m p a n i e s

Source: STANLIB Property, SAPOA, Macquarie

L O A N - T O - V A L U E  R A T I O S  O V E R  T I M E
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L O W  S H A R E  P R I C E S  L I M I T  T H E  A B I L I T Y  T O  R A I S E  C A P I TA L
M o s t  o f  t h e  c a p i t a l  r a i s e d  h a s  f u n d e d  o f f s h o r e  i n v e s t m e n t s

Source: STANLIB Listed Property October 2019
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D E A L  A C T I V I T Y  I S  A L S O  S L O W I N G
F u r t h e r  n e t  d i s p o s a l s  l i k e l y  t o  c o n t i n u e  i n  2 0 2 0

Source: STANLIB Property, September 2019
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S A  R E I T S  PAY  O U T  1 0 0 %  O F  T H E I R  P R O F I T S  T O  I N V E S T O R S
B u t  t h i s  i s  l i k e l y  t o  c h a n g e

Source: STANLIB Property, Company Data,  October 2019

P A Y - O U T R A T I O  S T A T U S

Rebosis Skipped interim distribution

Delta Paid out 75% of earnings

Accelerate Signalled 95% pay-out ratio policy

Redefine Signalled a 90% to 100% pay-out ratio policy
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S A  L I S T E D  P R O P E R T Y  Y I E L D S  N O W  A B O V E  T H E  S A - 1 0  Y E A R  B O N D  Y I E L D
T h e  s e c t o r  i s  b a s i c a l l y  m o v i n g  t o  p r e - 2 0 0 5  l e v e l s

Source: STANLIB, Macquarie
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G D P  G R O W T H  R E M A I N S  P O S I T I V E  I N  C E N T R A L  A N D  E A S T E R N  E U R O P E
A n d  i s  h i g h e r  t h a n  t h e  2 8  E u r o p e a n  U n i o n  c o u n t r i e s

Source: STANLIB Property, SAPOA, Macquarie
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U N E M P L O Y M E N T  R AT E  D E C L I N I N G  I N  C E N T R A L  A N D  E A S T E R N  E U R O P E
A n d  i s  g e n e r a l l y  l o w e r  t h a n  t h e  2 8  E u r o p e a n  U n i o n  C o u n t r i e s

Source: STANLIB Property, SAPOA, Macquarie
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S o m e  o f  o u r  C e n t r a l  a n d  E a s t e r n  E u r o p e  s i t e  v i s i t s
T h e  m a l l s  a r e  v i r t u a l l y  f u l l y  l e t  w i t h  s o m e  u n d e r g o i n g  e x t e n s i o n s  a n d  r e f u r b i s h m e n t s

Source: STANLIB Property Site Visits June 2019

N O V I  S A D ,  S E R B I A V I L N I U S ,  L I T H U A N I A B U D A P E S T ,  H U N G A R Y K R A K O W ,  P O L A N D
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S A  L I S T E D  P R O P E R T Y  T O TA L  R E T U R N  O U T L O O K  ( Z A R )
S A  l i s t e d  p r o p e r t y  r e t u r n s  N O T  a t t r a c t i v e  i n  t h e  s h o r t - t e r m

Source: STANLIB Property, September 2019

1  Y E A R B U L L  C A S E B A S E  C A S E B E A R  C A S E

Total Return (Income and Capital) 8.81% 3.56% -1.17%

Assumption 1: SA 10 Year Bond Yield 8.00% 8.50% 9.00%

Assumption 2:  Exit Yield  9.00% 9.50% 10.00%

Assumption 3: Earnings Growth 0.50% 0.50% 0.50%

4  Y E A R S  A N N U A L I S E D  
( L O W E R  F O R  L O N G E R  
I N T E R E S T  R A T E S )

B U L L  C A S E B A S E  C A S E B E A R  C A S E

Total Return (Income and Capital) 12.32% 11.11% 9.98%

Assumption 1: SA 10 year Bond Yield 8.00% 8.50% 9.00%

Assumption 2:  Exit Yield 9.00% 9.50% 10.00%

Assumption 3: Average Earnings Growth 3.50% 3.50% 3.50%



GLOBAL PROPERTY
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S TA N L I B  O F F S H O R E  M E E T I N G S ,  C O N F E R E N C E S  A N D  S I T E  V I S I T S
A  t e a m  t h a t  k i c k s  t h e  t y r e s  i n  l o c a l  a n d  g l o b a l  p r o p e r t y  m a r k e t s

2 0 1 5 2 0 1 6 2 0 1 7 2 0 1 8 2 0 1 9

China Japan Egypt UK & Ireland Australia

Philippines Philippines Poland Serbia Spain

Indonesia Zambia & Mauritius Bulgaria Australia USA

Nigeria Kenya Croatia Czech Croatia

Mexico Romania & Serbia Mexico & Brazil Poland Poland

UK Spain Indonesia Romania Romania

USA UK UK USA & Switzerland UK

Romania USA France Croatia Hungary

Egypt China Germany Slovakia Serbia

UAE Australia USA Spain & France France

Germany Netherlands Montenegro Germany Slovakia

Netherlands Germany & Austria Serbia Hungary Lithuania

Poland Switzerland Macedonia Bulgaria Croatia

Kenya Poland & Croatia Australia Hong Kong Mauritius

Croatia Mozambique & 
Namibia Romania Japan Germany

Namibia Slovakia Mauritius Philippines Japan

UAE Hungary Mexico

Developed Markets

Emerging Markets

Africa

Also relevant to our South African 
property fund i.e. STANLIB 
Property Income Fund

Source: STANLIB Property, October 2019
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G L O B A L  P R O P E R T Y  E X P O S U R E  B Y  R E G I O N  A N D  S E C T O R S
S T A N L I B  h a s  a  s t r o n g  w e i g h t i n g  t o w a r d s  I n d u s t r i a l ,  R e s i d e n t i a l  a n d  S e l f - S t o r a g e

Source: STANLIB, Bloomberg, EPRA/NAREIT September 2019
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61%
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1% Other

1%

I N D E X  E X P O S U R E S E C T O R B E N C H M A R K  
O R  I N D E X

S T A N L I B  
G L O B A L  

P R O P E R T Y  
F U N D  

R E L A T I V E
P O S I T I O N I N G

Residential 17% 25% 8.1%

Self Storage 5% 11% 6.1

Industrial 11% 18% 6.9%

Office 12% 14% 1.5%

Health care 9% 9% 0.7%

Speciality 5% 4% -0.4%

Lodging/Resorts 3% 1% -2.1%

Retail 19% 12% -7.0%

Diversified 20% 6% -13.9%

Total 100% 100% 0%
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O U R  FAV O U R E D  S E C T O R S
D e f e n s i v e ,  h i g h  i n c o m e ,  d o m i n a n t  a n d  s t r o n g  g r o w t h  p o t e n t i a l  a c r o s s  c o m p a n i e s

F A V O U R E D  S E C T O R S

I N D U S T R I A L
(Secular growth in online retail 
and data warehousing)

R E S I D E N T I A L
(High supply/demand imbalance)

S E L F  S T O R A G E  
(Growth in urbanisation and online retail)

P R I M E  O F F I C E S  
(A grade quality located in major global hubs 
catering to leading S&P 500 companies)



33

U R B A N I S AT I O N  A N D  D E N S I F I C AT I O N  D R I V I N G  H I G H E R  U T I L I Z AT I O N
R a p i d  s o c i e t a l  c h a n g e  i n c r e a s i n g  n e e d  f o r  s e l f  s t o r a g e

H I G H L Y  F R A G M E N T E D  M A R K E T  
P R O V I D E S  O P P O R T U N I T Y  F O R  

L I S T E D  R E I T S  T O  
C O N S O L I D A T E
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O F F I C E  VA C A N C Y  R AT E S  C O N T I N U E  T O  FA L L  
H e l p i n g  t o  d r i v e  r e n t a l  g r o w t h  w h i c h  h a s  b e e n  a v e r a g i n g  3 %  p e r  y e a r

Source: JLL Global Market Perspective August 2019
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R E C O R D  L O W  VA C A N C I E S  I N  L O G I S T I C S  I N  T H E  U S  A N D  E U R O P E
D r i v i n g  r e n t a l  g r o w t h  t o  1 0 - y e a r  h i g h s  o f  5 . 2 %  g l o b a l l y

Source: JLL Global Market Perspective August 2019
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E - C O M M E R C E  C O N T I N U E S  T O  G R O W  D R I V I N G  F U R T H E R  R E N TA L  G R O W T H
R e n t  i s  a  s m a l l  p o r t i o n  o f  s u p p l y  c h a i n  c o s t s

Source: JLL Global Market Perspective August 2019
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S T O R E  C L O S U R E S  I N  U S  A N D  I N  U K  A R E  P R O B L E M AT I C
L o w  g r a d e ,  r e g i o n a l  m a l l s  a n d  d e p a r t m e n t  s t o r e s  a r e  m o s t  a f f e c t e d

Source: ICSC, Coresight, Citi Research Source: CRR

U S  S T O R E  C L O S U R E S  
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U S  R E TA I L  VA S T LY  O V E R S U P P L I E D  V E R S U S  W E S T E R N  E U R O P E
A l b e i t  l e s s  s o  f o r  A  G r a d e  M a l l s  l i k e  t h e  o n e s  o w n e d  b y  S i m o n  P r o p e r t y  G r o u p

Source: Green Street advisors



Source: STANLIB Research March 2019

W E S T F I E L D  B R O W A R D ,  F O R T  L A U D E R D A L E ,  F L O R I D A ,  U S A

U N I B A I L  R O D A M C O  W E S T F I E L D  – S E L L I N G  W E A K  A S S E T S
L o o k i n g  f o r  a  b u y e r  f o r  W e s t f i e l d  B r o w a r d
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R E TA I L  S E C T O R  I N V E S T M E N T  FA L L S  B Y  2 0 %
M o r e  a p p e t i t e  f o r  m i x e d  u s e  p r o p e r t i e s

Source: JLL Global Market Perspective August 2019
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R E C O R D  A M O U N T  O F  C A P I T A L  L O O K I N G  F O R  G L O B A L  P R O P E R T Y  O P P O R T U N I T I E S

N o  s h o r t a g e  o f  p r i v a t e  c a p i t a l  f o r  r e a l  e s t a t e
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G L O B A L  T R A D I N G  A B O V E  N E T  A S S E T  VA L U E
S u p p o r t e d  b y  p o s i t i v e  e a r n i n g s  g r o w t h  a n d  l o w e r  i n t e r e s t  r a t e  e n v i r o n m e n t  

Source: UBS, September 2019
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G L O B A L  P R O P E R T Y  E A R N I N G S  A R E  P O S I T I V E LY  C O R R E L AT E D  
T O  G D P  G R O W T H
G l o b a l  R E I T S  e a r n i n g s  l a g  G D P  g r o w t h  s l o w d o w n  a s  w e l l  a s  r e c o v e r y

Source: UBS September 2019
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G L O B A L  P R O P E R T Y  D I V I D E N D  Y I E L D S  V S  1 0 - Y E A R  L O C A L  B O N D  Y I E L D S  
P o s i t i v e  s p r e a d s ( B o n d  Y i e l d s  l e s s  P r o p e r t y  Y i e l d s )  a c r o s s  m o s t  m a j o r  m a r k e t s

Source:  UBS Sept 2019
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G L O B A L  L I S T E D  P R O P E R T Y  T O TA L  R E T U R N  O U T L O O K  ( U S D )
B e l i e v e  t h a t  i t  s t i l l  o f f e r s  d e c e n t  r e t u r n  p r o s p e c t s  d e s p i t e  a  m a s s i v e  r u n

Source: STANLIB Property, September 2019

1  Y E A R B U L L  C A S E B A S E  C A S E B E A R  C A S E

Total Return (Income and Capital) 15.78% 10.25% 5.25%

Assumption 1: US 10-Year Bond Yield 1.5% 2.0% 2.5%

Assumption 2:  Exit Yield 4.75% 5.00% 5.25%

Assumption 3: Earnings Growth 5.0% 5.0% 5.0%

4  Y E A R S  A N N U A L I S E D  
( L O W E R  F O R  L O N G E R  
I N T E R E S T  R A T E S )

B U L L  C A S E B A S E  C A S E B E A R  C A S E

Total Return (Income and Capital) 10.46% 9.21% 8.04%

Assumption 1: US 10-Year Bond Yield 1.5% 2.0% 2.5%

Assumption 2:  Exit Yield 4.75% 5.00% 5.25%

Assumption 3: Average Earnings Growth 4.0% 4.0% 4.0%
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C O N C L U S I O N

W E  S T I L L  P R E F E R  O F F S H O R E  P R O P E R T Y  T O  L O C A L  P R O P E R T Y



THANK YOU
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D I S C L A I M E R

Collective Investment Schemes (CIS) in Securities are generally medium to long-term investments. An investment in the participations of a
collective investment scheme in securities is not the same as a deposit with a banking institution. The value of participatory interests may
go down as well as up and past performance is not necessarily a guide to the future. CIS are traded at ruling prices and can engage in
borrowing and scrip lending. A schedule of fees and charges and maximum commissions is available on request from STANLIB Collective
Investments (“the Manager”). Commission and incentives may be paid and if so, would be included in the overall costs. Forward pricing is
used. Fluctuations or movements in exchange rates may cause the value of underlying international investments to go up or down. Liberty
is a full member of the Association for Savings & Investment SA (ASISA). The Manager is a member of the Liberty group of companies.

The information and content of this document are intended to be for information purposes only and STANLIB does not guarantee the
suitability or potential value of any information contained herein. STANLIB Wealth Management Limited does not expressly or by
implication propose that the products or services offered in this document are appropriate to the particular investment objectives or needs
of any existing or prospective client. Potential investors are advised to seek independent advice from an authorised financial adviser in this
regard. STANLIB Wealth Management Limited is an authorised Financial Services Provider in terms of the Financial Advisory and
Intermediary Services Act 37 of 2002 (Licence No. 26/10/590)


