
News
8 Eagle Way acquisition completes  
the 2013 reinvestment programme

The $11.49 million acquisition of 8 Eagle 
Way, Hamilton, settled on 29 November 
2013. The acquisition was funded from 
investible cash held of $9 million and 
short term debt of $2.5 million. 

The property comprises a ground 
lessor’s interest with a perpetually 
renewable ground lease to Progressive’s General Distributors Limited. The site 
is the location of a new Countdown supermarket on a high profile 17,425 sqm 
corner site with very high levels of vehicular traffic, adjacent to Te Rapa Road, 
the main arterial route into Hamilton City from Auckland. The investment 
is forecast to have a positive income impact for the Fund of approximately 
$350,000 in the first year.

This transaction follows the settlement of the Fund’s acquisition of 254 
Lambton Quay in Wellington on 23 August 2013. Both transactions fit the 
Fund’s strategy to reduce cash holdings and increase the sector weighting  
to retail. 

Positive valuations
On a Portfolio basis, the Fund’s properties that were re-valued over the 
December quarter experienced a positive adjustment of $1,077,000.

Sims Road leased

Bridget Fowler, the asset manager for the Fund, successfully negotiated a 
cash settlement for the “make good” of the Sims Road property with the 
outgoing tenant, Powerlift, whose lease expired 25 November 2013. This 
settlement enabled us to fund works to secure a new tenant, Skyrise Hire 
Limited with their lease starting on 23 December 2013 for a six year term.
We are pleased to welcome Skyrise as a new customer of the Fund.
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Building on positive third quarter results, our 
asset management initiatives and general market 
improvement have brought further valuation gains to 
the Fund in the fourth quarter of 2013. The full year 
results to 31 December 2013 show solid total returns 
of 9.04%, exceeding the NZ Listed Property Index, 
which returned 3.92%.

Further, we are delighted to confirm that the Fund 
is now fully invested following the settlement of 
the acquisition of 8 Eagle Way, Hamilton, on 29 
November 2013.

If you have any questions, or if you would like me to present to your  
Trustees, please let me know at mholloway@trustmanagement.co.nz.

Key metrics 
to 31 Dec 2013

$1.077 
million 
value uplift in the quarter

$77.21 
million  
current total fund value

8.29% 
Total Net Return for year to  
31 Dec 2013 (quarter: 2.67%) 

7.73   
years
fund WALT

1.70cpu  
Dec quarter distribution,  
bringing the distribution for  
the year to 6.873 cpu 

2.05% 
capital growth for the year
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Inception date 1 January 2001
Returns for periods less than 1 year are total returns. Returns for periods of one year or longer are annualised.
Gross returns on the Property Fund exclude Management Fees and Trustee Fees, but include operating expenses.
PCNZ Index release data one quarter in arrears, therefore the benchmark data is for the time periods to the previous quarter, 
e.g. the data highlighted light green is to 30 September 2013. The data is also subject to changes over time.
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Performance
In the year to December 2013, the fund delivered a strong 
total gross return of 9.04% (6.99% income yield and 2.05% 
capital return) which exceeds the NZ Listed Property Index 

return of 3.92%. 

                           Total Gross Return 
                                                                                                          

Trust Investments Property Fund                   9.04%
                                                                                                          

NZ Listed Property Index      3.92%
                                                                                                          

Investment Property Databank/ 
Property Council of New Zealand                 12.44%
Index (‘IPD/PCNZ Index’)   
- year to 30 September 2013

As we noted in our September Quarter newsletter, although 
the Fund has underperformed the Investment Property 
Databank/Property Council of New Zealand Index (IPD/
PCNZ Index) total gross return to 30 September 2013 of 
12.44% (7.94% income return and 4.19% capital return) two 
factors have influenced this result: 

1.  The substantial cash holdings of the Fund (until the 
Eagle Way acquisition) subdued income return

2. The improved demand for less liquid or riskier assets 
(held by the market at the aggregate level) means  
those assets have had a higher capital growth than  
the Fund’s assets. 

The wider market has experienced significant yield 
compression, with assets that had been penalised in the 
immediate aftermath of the global financial crisis due to 
liquidity risk now revalued positively as real estate becomes 
more favoured by investors due to the attractive yields 
relative to other asset classes. 

Continued risk reduction

We continue to concentrate on reducing risk in the 
Fund, which is reflected in the Eagle Way acquisition. 
Freehold land subject to a ground lease to a Progressive 
Enterprises-owned entity in a prime location is a very 
secure asset with long-term capital appreciation potential. 
We expect to see income returns improve for the Fund 
this year now that the Fund is fully invested.

Returns

Total Net Return to 31 December 2013 is provided in the 
table below, illustrating investor returns after manager’s  
fees over various time periods. 

For net income returns our target range is 7.00% -7.50%, 
although the low return environment and historic cash 
holdings is challenging the target at present. The table 
shows that the Net Income Return has stayed within a 
narrow band between 6.24% in the last year to 7.3% since 
the Fund was established. 

For this update we have also included the NZ Listed 
Property Index Data. Short-term comparisons can be less 
meaningful than longer term comparisons. It is interesting 
to note that the Fund’s total gross return since inception 
compares favourably to the NZ Listed Property index over 
the same period. However, the NZ Listed Property Index 
has outperformed the Fund for the 2, 3 and 5 year periods. 

The NZ Listed Property index performance has had a 
very different return profile from the Fund. The NZ Listed 
Property Index has experienced high levels of volatility 
across all time periods. This volatility reflects the liquidity 
of stocks and the impact that the general equities market 
sentiment has on listed stocks. By contrast, the Trust 
Investments Property Fund has experienced extremely low 
volatility reflecting the investment objectives of the Fund 
and its investors.

Unit Price Performance and Distributions

The unit price as at 31 December 2013 was $1.1643 versus 
$1.1409 as at 31 December 2012.  
 
The December 2013 quarter distribution was 1.70 cpu. This 
compares to the 1.72 cpu distribution in September 2013. 
The total distribution for the last 4 quarters has been 6.87 
cpu compared with 7.44 cpu in the prior year.
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Fund’s assets –  
Total Gross Return

Benchmark –  
Total Gross Return

Rank against  
IPD Universe

Out of Total

11.10%

10.00%

8

22

9.90%

9.50%

10

19

7.60%

7.00%

5

12

10.50%

11.40%

7

10

1 Years 3 Years 5 Years 10 Years

Source: IPD
1. Returns are gross and for the year to 30 September 2013

Outlook
Making inroads into our ‘Growth and reweighting’ strategy

As you know, the Fund’s strategic objectives - of stability 
of income and maintenance of real capital - are enacted 
through our ‘Growth and reweighting’ strategy. 

We have made significant progress on both of these 
strategies: since October 2011 we have grown the value 
of the Fund by $12 million. Over the same period we 
have shifted away from provincial bulk retail to reinvest in 
“community – retail” land and buildings in Auckland and 
Hamilton and prime retail in Wellington.

Into 2014, we will continue to maintain our focus on ensuring 
that the Fund is fully invested to increase distributable profit 
and cpu distributions. 

Our outlook is of an improving economy and property 
fundamentals, although we expect a lower return 
environment ahead as the property recovery may have 
peaked. With the prospect of higher interest rates,  
investors are unlikely to continue to accept lower and  
lower income returns. Therefore any capital growth will  
need to be generated from rental growth. Whilst there  
are some initial signs of rental growth in some sub-markets, 
it is far from widespread.

While we remain cautious in the current economic 
environment, based on the outlook and subject to economic 
conditions, we are projecting a gross income return of 7.40% 
in 2014, up from the previous quarter’s forecast. 

If you’d like me to speak in more depth to your Investment 
Committee about our goals and outlook for 2014, please do 
contact me at mholloway@trustmanagement.co.nz. 

Trust Investments Management Limited 
Level 2, 123 Carlton Gore Road, Newmarket, Auckland 1023

PO Box 37 448, Auckland 1151
E: info@trustmanagement.co.nz 
T: 0800 550 4040 or (09) 550 4040
F: (09) 550 4041

DISCLAIMER: The information and opinions in this report were prepared by Trust 
Investments Management Limited (TML). TML makes no representation or warranty as 
to the accuracy or completeness of the information in this report. Opinions including 
estimates and projections in this report constitute the current judgment of TML as at 
the date of this report and are subject to change without notice. Such opinions are not 
guarantees or predictions of future performance. This report is provided for information 
purposes only and does not constitute investment advice. Neither TML, nor any of its 
Board members, officers, employees, advisers or other representatives will be liable for any 
damage, loss or cost incurred by any recipient of this report or other person in connection 
with this report.

Benchmark
Fund’s asset performance relative to the IPD Benchmark 
as at 30 September 2013  

The performance of the Fund’s assets is measured against 
a benchmark portfolio within the wider pool of assets that 
make up the IPD/PCNZ Index (Universe). For clarity, this is 
asset level performance not Fund level performance.

The table below provides a comparison of the Fund’s 
performance relative to this benchmark. The benchmark 
subset excludes properties with a value more than $20m.

   Annualised Total Portfolio Return and Fund Rankings 1

The Fund’s assets have outperformed the Benchmark 
portfolio over the 1, 3 and 5 year time periods, but has 
underperformed on a 10 year basis. The impact of the asset 
management successes mentioned in the news section 
should flow through to the December quarter data, which 
IPD usually releases in March.
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