
Listed Property vs.  
Buy-to-Let Property 

 

Prepared by:  Magnus de Wet 

Date:   20 November 2017 

Event:  JSE Power Hour 



 Background 

 

• Client wanting advice between BTL or investing in markets 

• Amortisation loan and cashflows for BTL over 20 years 

• Formula to compare between BTL and LP returns 

• Article published in Finweek magazine in January 2017 

• JSE Power Hour in April 2017 



 LP vs. BTL Power Hour Agenda 

• Comparing listed property to buy-to-let property 
‒ The BTL model 

‒ The Listed Property index 

‒ Outcomes from the comparison 

 

• General 
‒ How to gear your  listed portfolio 

‒ Listed property instruments: Stock picking, Unit Trusts, ETFs 

‒ The downgrade 

‒ Articles 



 The BTL Model 

 

• BTL definition: 
‒ Residential property which an investor buys with a small deposit and 

mortgage from the bank 

‒ The investor then gets a tenant to rent it and receive monthly payments from 
the tenant 

 



 The BTL Model - Continue 

• Following variables taken into account 

 

 

 

BTL variables description Used in model 
Initial BTL investment value R1 million 

Mortgage loan period 20 Years 
Deposit on mortgage loan 10% 

Average Interest rate for mortgage loan 10% 

First year rental income as percentage of investment value 10% 

Annual rental escalation percentage 6% 

Annual property value increase percentage 10% 

Annual property maintenance as a % of property value 0.2% 

Levies, rates/taxes and other expenses (e.g. domestic 
effluent, garbage removal, etc.) as a % of property value 

2% 

Buying transaction cost (Conveyance, Bond registration, etc.) 5.8% 

Selling transaction cost (Estate agent fees, etc.) 5.3% 

Individual income tax rate 41% 



 The BTL Model - Continue 

• Following risks were excluded from BTL model: 
‒ Non-paying tenants 

‒ Tennant Profile Network (TPN) - 15% of BTL rental income not received 

‒ Legal cost for evicting non-paying tenant 

‒ External factors 
‒ Rising interest rates 

‒ Degrading area 

‒ Non-diversification 

‒ Rent escalations at an all-time low 
 

• Technical benefits not included in BTL model 
‒ Working in the industry 

‒ Tax efficiency 

‒ Undisciplined savers  

‒ Running the BTL as a business 

 



 The Listed Property Index 

 

• Listed Property Index definition 
‒ The FTSE / JSE Listed Property Total Return Index  

‒ Comprises the top 20 liquid companies by full market cap 

‒ Real Estate Investment & Services Sector and Real Estate Investment Trusts 
Sector  

‒ Primary listing on the JSE 

 

 



 The Listed Property Index - Constituents 

Alpha Instrument Weight 
Dividend Yield Return 

Tier 
Dividend Yield Weighted Yield Last Y Return Weighted Return 

GRT Growthpoint Prop Ltd 19.2% 7.37% 1.41% 2.5% 0.48% 1 

RDF Redefine Properties 14.8% 7.74% 1.15% -10% -1.48% 1 

NEP New Europe Property Investment Plc 9.1% 4.13% 0.38% -23% -2.11% 2 

RES Resilient REIT Ltd 8.8% 4.54% 0.40% -16% -1.38% 2 

HYP Hyprop Investments Ltd 8.5% 5.36% 0.46% 0% 0.00% 2 

FFB Fortress Income Fund Ltd. (B) 6.9% 4.53% 0.31% -7% -0.50% 4 

FFA Fortress Income Fund Ltd. (A) 5.3% 7.77% 0.41% 5% 0.24% 2 

SAC SA Corporate Real Estate Fund 3.7% 7.79% 0.29% 9% 0.32% 3 

ROC Rockcastle Global Real Estate Co Ltd 3.5% 4.23% 0.15% -12% -0.43% 3 

VKE Vukile Property Fund 3.4% 7.94% 0.27% 11% 0.39% 3 

ATT Attacq Limited 2.8% 0.00% 0.00% -18% -0.51% 3 

AWA Arrowhead Properties 2.3% 9.48% 0.22% 4% 0.10% 3 

IPF Investec Property Fund ltd 2.1% 6.05% 0.13% 9% 0.20% 4 

REB Rebosis Property Fund 1.6% 9.12% 0.15% 7% 0.11% 3 

EMI Emira Property Fund 1.5% 10.39% 0.15% -11% -0.16% 3 

DLT Delta Property Fund 1.3% 10.66% 0.14% 40% 0.52% 4 

MSP MAS Real Estate Inc 1.3% 0.00% 0.00% 1% 0.01% 4 

APF Accelerate Property Fund 1.2% 8.22% 0.10% 4% 0.05% 4 

OCT Octodec Investments 1.1% 8.48% 0.09% 1% 0.01% 4 

EPP Echo Polska Properties NV 1.0% 0.00% 0.00% -15% -0.16% 4 

L2D Liberty Two Degrees 0.5% 0.51% 0.00% -9.5% -0.05% 4 
6.20% -4.35% 



 The Listed Property Index - Past performance 

Source: Profile Data 



 The Listed Property Index - Past performance 

Source: Profile Data 



 Comparing BTL and LP Returns  - Annualised returns 

• Let’s imagine you have invested in the stock market for 5Y, and your 
returns each year were 90%, 10%, 20%, 30% and -90% 
• Arithmetic average = 12% [(90+10+20+30-90)/5] 

• Geometric average annual return = -20.08% [(1.9 x 1.1 x 1.2 x 1.3 x 0.1) ^ 1/5] – 1 

 

• Annual investment returns are not independent of each other 

• If you lose money in one year, you have less capital to generate returns the 
following year, and vice versa 

• Geometric average annual return formula corrects this problem 

 



 The Listed Property Index - The comparison model 



 The Listed Property Index - Outcome 
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 General slides 



 How to gear your listed property investment? 

• Derivatives like CFDs and SSFs 
‒ Tier 1 and 2 instruments definitively. Tier 3 maybe 

‒ Remember margin calls 

 

• Share based loans 
‒ Not as aggressive as derivatives 

‒ Pledge shares which will provide you with loan to buy more shares 

‒ Well diversified portfolio will provide you with a loan-to-value of us high as 
60% 

‒ Interest rate on share based loans are the Prime Interest rate 



 Listed property investment ideas? 

• JSE listed shares 
‒ Resilient REIT Ltd – Well diversified offshore. It owns a portfolio of dominant 

regional malls and shopping centres tenanted predominantly by national 
retailers. Good dividend growth 

‒ Greenbay Properties Ltd – Global real estate assets and listed companies, 
predominantly in the retail sector. High dividend yield growth. Still small and 
not overly geared 

 

• Unit trusts 
‒ PRUDENTIAL Enhanced SA Property tracker fund 

‒ ABSA/Nedgroup Global Property feeder funds 

 

 



 Listed property investment ideas? 

• Exchange Traded Funds (ETFs) 
‒ STANLIB SA Property Exchange Traded Fund tracks the FTSE/JSE SA Listed 

Property Total Return Index 

‒ CORESHARES Proptrax Ten tracks the FTSE/JSE SA Listed Property Top 10 – 
custom index that consists of the Top 10 equally weighted most liquid JSE 
primary listed property companies 

‒ CORESHARES Global Property ETF tracks the S&P Global Property 40 index – 
40 largest global property companies in developed markets that have 
earnings and dividend stability 

 

 

 



 How does the downgrade affect BTL property? 

• Physiological impact – Potential new home owners will rather rent as 
oppose to buy. Demand for BTL will increase as supply decreases 

 

• Interest rate uncertainty – Again rent rather than buy, increase demand 
for BTL. Supply decreases allowing BTL owners to increase rent 

 

• Semigration to Western Cape – Workforce move family and commute for 
work in Gauteng 

 

• Opportunity if you can stomach it – Focus high income dense areas where 
investment is still happening: Melrose Arch, Rosebank, Gautrain Stations, 
etc. 



 How does the downgrade affect Listed Property? 

• Rising yields – More expensive for listed property companies to 
finance their projects/investments 

 

• Less disposable income for consumers – Shopping centre and malls 
will be hit first causing less occupancy and demand 

 

• Physiological impact – Investors are going to be very cautious to 
invest in property in South Africa 

 

• Weaker currency – While some will benefit others will be affected. 
Share/company specific 



 Articles 



Contact information: 
Magnus de Wet | 082 894 8654 | magnus@vistawealth.co.za 

Rupert Giessing CFA | 082 411 8887 | rupert@vistawealth.co.za 

 

www.vistawealth.co.za 

End – thank you 
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