
News 
254 Lambton Quay acquisition  
enhances fund

The fund successfully settled the acquisition 
of 254 Lambton Quay on 23 August for 
$3.94 million, at an initial yield of 7.1%. 

The acquisition is the culmination of two 
years’ work to identify and secure an asset 
on Wellington’s prime retail strip. 

The two-storey building was built circa  
1986 as part of a redevelopment of the  
Trust Bank Centre, adjoining the 
neighbouring Capital-on-the-Quay retail 
complex at the first floor. It is particularly 
well located in central Lambton Quay,  
which has consistently obtained some of  
the highest pedestrian counts in the CBD. 

The building is fully leased, with rental growth guaranteed for the ground  
floor, with fixed 4% increases per annum from retail tenant the Just Group, 
trading as Peter Alexander. The first floor is leased to listed property trust 
Precinct Properties. This property fits the fund’s strategy to reduce cash 
holdings and increase the sector weighting to retail. It is a rare find and  
gives the fund exposure to the highest pedestrian count in a high street 
location in the country, at an asset size that boosts liquidity and  
diversification within the portfolio. 
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Over the last quarter, positive valuations and  
asset management initiatives have enhanced  
The Property Fund’s portfolio and performance.

We are delighted to announce the acquisition of  
a prime property in Wellington. As you will be aware, 
acquisitions that fit the fund’s strict investment 
criteria have been hard to come by in the last twelve 
months, so this transaction is particularly satisfying.

In terms of performance, both the fund and wider 
market are showing signs of strong recovery,  
with the fund returning 9.33% over the last year, 
exceeding the NZ Listed Property Index, which 
returned 8.13%. 

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 30 Sept 2013

$1.015 
million 
value uplift in the quarter

$73.94 
million  
current total fund value

9.33% 
Gross total return for year to  
30 June 2013 (quarter: 1.69%) 

6.63   
years
fund WALT

1.72cpu  
Sept quarter distribution,  
bringing the distribution for  
the year to 6.88% cpu (6.28%)

2.2% 
capital growth for the year



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 blue is to 30 June 2013. The data is also subject to changes over time.
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Positive valuations

On a portfolio basis, the fund’s properties that were  
re-valued during the September quarter experienced a 
positive adjustment of $1,015,000.

The properties valued included 9-13 Sims Road in Penrose, 
16-18 Parumoana Street in Porirua and The Warehouse 
Distribution Centre at Izone Drive in Rolleston.

Izone works and lease extension

The positive re-valuation in The Warehouse Distribution 
asset reflects the completion of the four year lease 
extension negotiation, along with additional improvements 
rental for the work that has taken place to strengthen the 
loading capacity of the roof.

Performance
In the year to September 2013, the fund delivered a strong 
total gross return of 9.33% (7.04% income yield and 2.29% 
capital return) which exceeds the NZ Listed Property  
Index return of 8.13%. 

Fund                             Total Gross Return 
                                                                                                          

Trust Investments Property Fund                     9.33%
                                                                                                          

NZ Listed Property Index         8.13%
                                                                                                          

Investment Property Databank/ 
Property Council of New Zealand        12.4%
Index (‘IPD/PCNZ Index’)   
- year to 30 June 2013

Although the fund has underperformed the IPD/PCNZ 
Index’s total gross return to 30 June 2013 of 12.4%  
(8.0% and 4.1% respectively) two factors have influenced 
this result: The substantial cash holdings of the fund 

impacted the income return, and the market correction 
for less liquid or riskier assets 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 re-valued positively as real 
estate becomes more favoured by institutional investors, 
due to the attractive yields relative to other asset classes. 

This is illustrated in IPD’s underlying data for regional 
shopping centres and Auckland CBD offices, which 
reflect capital returns of 4.5% and 6.5% respectively.

Continued risk management

We continue to concentrate on minimising risk in the  
fund, which has seen increased cash holdings from sales  
of under‐performing assets and the strong fund WALT  
of 6.63 years (as at 30 September 2013).

Returns

Total Net Return to 30 September 2013 is provided in the 
table below illustrating investor returns, after manager’s 
fees, over various time periods.

Our target net income return range is 7.00% - 7.50%, 
although the lower return environment and cash holdings 
are challenging the target at present. 

For this update we have also included the NZSE Property 
Index Data. Short-term comparisons are less meaningful 
than longer term comparisons. The fund’s total gross 
return since inception compares favourably to the NZSE 
Property index over the same period. However, the NZSE 
Property Index has outperformed the fund for the 2, 3 
and 5 year periods. 
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Fund’s assets –  
Total Gross Return

Benchmark –  
Total Gross Return

Rank against  
IPD Universe

Out of Total

10.0%

10.8%

14th

22

9.2%

9.4%

11th

18

6.9%

6.6%

7th

12

10.8%

11.5%

6th

10

1 Years 3 Years 5 Years 10 Years

Key goals for 2014
Into 2014, we will continue our focus on ensuring that  
the fund is fully invested to increase distributable profit  
and cpu distributions. Within this key priority, our main  
activities will be:

    Continued focus on growing the 
    size of the fund and engaging  
    with existing clients more

    Geographical re-weighting and  
    sectorial re-weighting to target 
    weightings

    Targeting acquisitions in Auckland 
    industrial, Wellington prime CBD 
    retail, Auckland ‘retail community’ 
    and opportunistic acquisitions in 
    Hamilton and Tauranga

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

Benchmark
Fund’s asset performance relative to the IPD Benchmark 
as at 30 June 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).

The table below provides a comparison of the fund’s assets 
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 relative performance has slipped back this 
quarter, underperforming the benchmark for the 1, 3  
and 10 year periods. The impact of the asset management 
successes mentioned in the news section should flow 
through to the September quarter data, which IPD  
usually releases in November.

However, the unit price (application price) as at  
30 September 2013 was $1.1645 versus $1.1385 as at  
30 September 2012 (+2.2% Capital return Y-on-Y). 

The Sept 2013 quarter distribution was 1.72 cpu.  
This compares to the 1.74 cpu and 1.71 cpu distributions  
in the March 2013 and June quarters respectively.  
The total distribution for the last 4 quarters has been  
6.88% cpu compared with 7.5% cpu in the prior year.

Outlook
Improving economy and property fundamentals

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.

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. The fund’s sector and geographic allocation - 
targeting Auckland industrial and community retail -  
mayexperience some market-led yield expansion risk 
as interest rates increase. To manage this risk, proactive 
asset management and an active sales and re-investment 
programme is key.

While we remain cautious in the current economic 
environment, we project a gross income return of  
7.00% in 2014.


