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RISK CATEGORY: Medium
INVESTMENT OBJECTIVE:

The portfolio’s performance objective is to outperform the FTSE/JSE
Listed Property Index and achieve top quartile total returns relative to
competitor funds over the medium and long term.
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First R100m = 0.65% p.a., next R100m up to R200m = 0.55% p.a., next
R100m up to R300m = 0.50% p.a., next R200m up to R500m = 0.45%
p.a., over R500m = negotiable.
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The Portfolio pre-fees outperformed its benchmark over the past 12 months.
It has been positioned conservatively for economic and consumer stress,
avoided high gearing, financing and operational risk, and held some quality
companies. The Portfolio will continue to hold meaningful positions in a
diversified selection of property shares we believe offer the most long-term
value with consideration of the relative outlook, risk and changing environment.
Conditions in the listed property sector continue to stabilise with risk being
materially lower. The retail property sector in particular is looking healthier.
Generating genuine real organic domestic income growth will be tough.
Property is a lagging sector that had weak fundamentals prior to Covid. Looking
post Covid, the global macroeconomic pressures to which our economy will
not be immune, as well as local challenges such as load shedding, present
ongoing challenges to an already very soft market. Some tenants may still
fail, downsize, or require rent reductions to remain viable.
We maintain direct property valuations were overstated even before the
crisis and while these are stabilising in most company results reported,
there remains scope for renewed devaluation based on their spread to bond
yields. Listed property trades below book value, so this is priced in, to some
extent. Interest rate hikes will be an additional headwind. Positively, there is
scant development activity outside the industrial space taking place. Listed
property will be a beneficiary of any improvement in activity and confidence
in South Africa.
On valuation metrics based on earnings (not dividends, as many REITs now
retain some income) and discount to NAV, the sector remains cheap. On
an implied value per square metre basis, domestic property is well below
replacement cost. Consequently, there is long-term value in the sector.
Investors should be aware that operating conditions will remain very tough
over the medium term.
The performance data refers to exposure held within the Profile Range.
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Listed property’s total return is still 3.6% below its 31 December 2019 (preCovid) level. In contrast, the All Share and All Bond Indices are respectively
11.0% and 6.5% higher than the total return level that prevailed at that time.
There has been some permanent earnings destruction to property earnings
and fundamentals, which means it will take time and organic growth to
return to pre-Covid earnings levels.
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The FTSE/JSE All Property Total Return Index (ALPI) started the year down
12.3% over the first quarter. This was worse than the performance of the All
Share Index, which was down 11.7%, and the All Bond Index at -3.7%. The
market sell-off has taken the past 12 months’ ALPI total return to +4.2% (this
measure was +26.3% last quarter). This compares well enough to the All Share
Index’s +4.7% and the All Bond Index’s +1.3%.
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COMMENTARY AS AT 30/06/2022
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BBusSc (Hons), MA (Research Psychology), MBA
(Distinction), CFA® Charterholder
• 22 years of investment experience

ROLLING 5-YEAR RETURNS
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EVAN ROBINS
PORTFOLIO MANAGER

Source: Old Mutual Investment Group

PRINCIPAL HOLDINGS
CODE

COUNTER

NRP

NEPI Rockcastle Plc

UT HOLDING
14.9

GRT

Growthpoint Prop Ltd

14.0

RDF

Redefine Properties Ltd

13.7

EQU

Equites Prop Fund Ltd

9.6

SSS

Stor-Age Prop REIT Ltd

8.4

VKE

Vukile Property Fund Ltd

7.3

SRE

Sirius Real Estate Ltd

6.9

SAC

SA Corp Real Estate Ltd

6.0

FTB

FAIRVEST LIMITED B

4.9

HYP

Hyprop Inv Ltd

4.4
Source: Old Mutual Investment Group

CONTACT DETAILS
Mutualpark, Jan Smuts Drive, Pinelands 7405,
PO Box 878, Cape Town 8000, South Africa.
Tel: +27 21 509 5022, Fax: +27 21 509 4663,
Email: futurematters@oldmutualinvest.com,
Website: www.oldmutualinvest.com

Old Mutual Investment Group (Pty) Ltd (Reg No 1993/003023/07) (FSP 604) and Old Mutual Customised Solutions (Pty) Ltd (Reg No 2000/028675/07) (FSP721), jointly referred to as the Investment Manager, are licensed financial
services providers, approved by the Financial Sector Conduct Authority (www.fsca.co.za) to provide advisory and/or intermediary services in terms of the Financial Advisory and Intermediary Services Act 37, 2002. The above entities
are wholly owned subsidiaries of Old Mutual Investments (Pty) Ltd. Market fluctuations, changes in rates of exchange, or taxation may affect the value, price or income of underlying securities. The value of investments is dependent
on the value of the underlying securities. Past performance is not necessarily a guide to future investment performance. Securities in certain markets and unlisted securities may have increased liquidity risks and may not be readily
marketable. This may result in difficulty in obtaining reliable information about its value and/or exiting the security. Investors’ rights and obligations are set out in the relevant agreements. Where investments comprise pooled, life
wrapped products, the policies are issued, and underlying assets owned, by Old Mutual Life Assurance Company (South Africa) Ltd, who may elect to exercise any votes on these underlying assets independently of the Investment
Manager. In respect of these products, no fees or charges will be deducted if the policy is terminated within the first 30 days. Personal trading by staff is restricted to ensure that there is no conflict of interest. Employees are
remunerated with salaries and standard incentives. Unless disclosed to the client, no commission or incentives are paid by the Investment Manager to any persons other than its representatives. All intra-group transactions are
done on an arm’s length basis. Investment administration of our local funds is outsourced to Curo Fund Services (Pty) Ltd, 50% of which is owned by Old Mutual Investments (Pty) Ltd. The Investment Manager has comprehensive
crime and professional indemnity insurance.

