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Are South African investors gullible, or 
does the spate of new offshore property 
listings really open up attractive new 
investment opportunities for locals? 
That is the question we have been asking 
ourselves as the number of foreign-
domiciled property listings on the JSE 
has soared. In September alone, there 
were three new listings. Seven years ago, 
there were only three choices – Liberty 
International, MAS Real Estate and 

New European Property Investments (NEPI). The latter two 
were new listings with no track record. (Note that Liberty 
International has since split into two separate companies - 
Intu Properties and Capital & Counties.) So at that time, if 
local investors wanted exposure to offshore property markets, 
they either had to take money out of the country (with a very 
limited offshore allowance) or they could invest in Liberty 
International. Simple. 

Fast forward seven years and the list of foreign property 
companies seems endless. In our diagram on pages 4-5, we 
have highlighted sixteen of the more prominent ones, but there 
are at least another four that qualify. That brings the total to 
twenty different offshore property options. What do all these 
companies have in common?

1. They do not own any property in South Africa.
2. They all have a primary listing elsewhere, with a secondary 

inward listing on the JSE.
3. Virtually all the companies have portfolios domiciled in 

Europe – although there is a clear distinction between 
the UK, Western Europe and Eastern Europe. Only one 
company, Investec Australia, has exposure to a market 
outside Europe.

What has fueled the proliferation of listings on the JSE? In our 
opinion, it boils down to a few key factors:

1. Importantly for local investors, inward listed companies 
are classified as domestic investments when it comes to 
exchange control. So for large institutional shareholders, 
they can invest in inward listed companies without 
compromising their ability to take 25% of their assets 

offshore.
2. Extreme Rand weakness, political uncertainty, and a 

definite slowdown in the local property market have 
prompted investors to seek greener pastures.

3. Offshore property investments can be lucrative given that 
interest rates remain at record low levels. It is possible 
to buy properties in Europe at yields of 5% and higher 
(especially in Eastern Europe), and finance that purchase 
with debt at 2-3%. That yields immediate benefits to the 
investor. 

This set of circumstances has fueled a listings boom locally, 
but in our opinion, not all companies are created equal. 
It seems that some have listed here solely to tap into what 
appears to be insatiable demand from local investors. As with 
any property investment, the quality of management, the 
strength of the balance sheet and the quality of the underlying 
assets are crucial when assessing which companies offer 
attractive prospects.

Before we elaborate further, it is worth pointing out that 
local property companies have also diversified offshore – 
expanding into new territories as the South African market 
becomes more and more saturated. The table below highlights 
those local companies (those for whom the JSE is their only 
listing) who have exposure to foreign markets. 

The implication from the above table is that although the 
degree of exposure varies considerably, there are very few 
listed property companies on the JSE that do not have some 
form of foreign exposure. In turn, this implies that the Rand 
will have an increasingly large influence on the fortunes of 
the sector in the years ahead. Typically, a strong Rand would 

offshore property: 
seemIngly 

InsatIable demand

Michael 
Porter

Company overseas exposure % of 
total

emira Australia 7%
Growthpoint Australia 27%
Fortress Investments in NePI, rockcastle and 

Hammerson
53%

Hyprop Ghana, Nigeria, Zambia, Montenegro 
and Serbia

18%

Investec 
Property

Investment in Investec Australia 5%

redefine Investments in redefine Int’l, echo 
Polska and direct exposure to 
Germany & Australia

20%

resilient Investments in NePI, rockcastle and 
Hammerson, and direct property in 
Nigeria

39%

SA corporate Zambia 3%
texton United Kingdom 42%
Vukile Investment in Atlantic Leaf 4%
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lower inflation and set the stage for falling interest rates – 
which is normally very beneficial for listed property. Now we 
may have the perverse situation where a strong Rand reduces 
income received from foreign investments and dampens 
distribution growth, leading to poor capital growth. Offshore 
expansion has been quite recent, so insufficient time has 
passed to fully understand how the market will react to these 
trends, but it is a trend that we are watching closely.

With regard to the spate of new offshore listings, we believe 
that investors should be cautious of most of them until a 
sufficient track record and distribution history has been 
established. This would apply to Atlantic Leaf, Schroders 
European REIT, Echo Polska, and Globe Trade. On the other 
hand, we do believe there is merit in looking at Hammerson, 
the recently listed London-based REIT, as an alternative to 
Intu. 

Hammerson was only listed on the JSE a few weeks ago, but 
this does not mean that it doesn’t have a track record. It has 
been listed in London for many years. Indeed, Hammerson is 
widely considered to be one of the highest quality REITS in 
the UK market with a superb management team. Like Intu, 
Hammerson invests exclusively in retail properties. It has 
a superb portfolio of dominant malls across the UK, with 
a small exposure to retail parks and specialist boutiques. It 
has diversified into France, and more recently, Ireland. The 
charts below show the trend in both NAV and distribution 
growth. Both are key factors for share price performance. 
The chart below highlights the growth in distributions for 
each company. It is immediately clear that Hammerson has 
delivered superior results on both metrics. Whilst Intu does 
offer a higher initial yield at 5% vs 4% for Hammerson, we 
believe that the listing of Hammerson locally offers investors 
an attractive alternative.

A final word on NEPI
NEPI has been a core holding for many years, and a very 
successful one at that. It has recently come off the boil – down 
from a peak of R190 per share to the current level of R162. 
But this is still 17% higher than the share price one year ago. 
The recent weakness is due in part to the management changes 
that we have commented on before. But we believe that the 
increased choice on the JSE, as well as the perceived rise in 
competition in Eastern Europe, has also played its part. Many 
South African funds have flocked to Eastern Europe recently, 
hoping to take advantage of the attractive fundamentals. If 
imitation is the greatest form of flattery, then NEPI should take 
a bow. In our opinion, the easy wins are over for the company 
– heightened competition will reduce the opportunity set for 
superior assets. But NEPI has a formidable balance sheet and 
a strong management presence on the ground. It can negotiate 
harder because it can raise capital at cheaper rates than its 
competitors. So whilst we believe that growth will slow, we 
do not, for one moment, believe that NEPI is a spent force. 
Nonetheless, it remains a significantly large holding in many 
portfolios. Given the choices available, we will be gradually 
reducing holdings to diversify into other alternatives. 
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atlantic leaf properties alp
Mkt cap (rbn): 2.3 Forecast Yield: 9.4%
Atlantic Leaf is a hybrid fund, investing in both physical property 
and listed reItS. to date, it has invested only in physical 
property - mainly logistics. All properties are currently in the UK, 
but the Fund will expand into W. europe.
geographic spread sectoral spread
UK 100% Industrial 94%

office 6%
total 100% total 100%

Capital & Counties CCo
Mkt cap (rbn): 45.0 Forecast Yield: 0.5%
Initially part of Liberty International, it was separately listed in 
2010. It owns two prime assets, the covent Garden and earls 
court nodes, in London. It is focussed on optimally developing 
these areas for long term capital growth.
geographic spread sectoral spread
UK 100% covent Garden 59%

earls court 33%
exhibition Venues 8%

total 100% total 100%

Capital & regional Crp
Mkt cap (rbn): 8.3 Forecast Yield: 5.4%
capital listed on the JSe in october 2015. It is a small UK reIt 
focussed exclusively on mid sized shopping centres across the 
UK. It has a target of 5-8% distribution growth p.a. 
geographic spread sectoral spread
UK 100% retail 100%
total 100% total 100%

hammerson hmn
Mkt cap (rbn): 81.8 Forecast Yield: 4.2%
Hammerson listed on the JSe only this month, but is one of the 
UK's largest and most respected reIts. It is focused exclusively 
on retail properties in the UK, with a growing portfolio across 
europe & Ireland.
geographic spread sectoral spread
UK 60% Shopping centres 71%
France 24% retail Parks 15%
Ireland 11% Premium outlets 14%
other eU 5%

total 100% total 100%

Intu properties Itu
Mkt cap (rbn): 71.2 Forecast Yield: 5.2%
Formerly Liberty International, Intu is one of the largest and 
oldest offshore property shares on the JSe. It invests exclusively 
in regional and dominant shopping centres in the UK, with a 
small, but growing, presence in Spain.
geographic spread sectoral spread
UK 97% UK regional 63%
Spain 3% UK town centre 34%

Spain 3%
total 100% total 100%

redefine International rpl
Mkt cap (rbn): 14.2 Forecast Yield: 8.3%
Initially the portfolio was dominated by UK hotel assets, but the 
portfolio has been diversified and strengthened to include retail 
and commerical property in the UK and Germany.
geographic spread sectoral spread

UK 79% UK retail 36%
Germany 21% UK commercial 27%

UK Hotels 16%
Germany 21%

total 100% total 100%

mas real estate msp
Mkt cap (rbn): 7.2 Forecast Yield: 3.3%
MAS was conceived during the Financial crisis. From humble 
beginnings, it has built a strong income-generating portfolio as 
well as a pipeline of growth development projects. It is presently 
expanding into eastern europe.
geographic spread sectoral spread
Germany 74% retail 73%
UK 20% Logistics 18%
Switzerland 6% Hotels 9%
total 100% total 100%

sirius real estate sre
Mkt cap (rbn): 7.2 Forecast Yield: 4.9%
Sirius is focussed exclusively on the German market. It has 
42 large commerical parks, which it has converted into flexible 
workspace for SMe tenants. the portfolio covers both office and 
industrial premises.
geographic spread sectoral spread
Germany 100% business Parks 94%

Smartspace 6%
total 100% total 100%



We understand Your need for financial integritY | WWW.hhgroup.co.za | the harvard house group 5

Market Insight from the Harvard House Group

globe trade Centre gtC
Mkt cap (rbn): 12.9 Forecast Yield: 0.0%
Globe is another recent listing on the JSe - it listed in August. It 
has a sizeable portfolio of 34 properties (retail and office), spread 
across eastern europe. It has the biggest exposure to Poland 
and Hungary.
geographic spread sectoral spread

Poland 42% office 57%
Hungary 18% retail 21%
romania 16% Developments 22%
other 24%

total 100% total 100%

greenbay properties grp
Mkt cap (rbn): 5.0 Forecast Yield: 2.0%
Greenbay is a new listing, part of the broader NePI / rockcastle 
stable. It is also a hybrid that invests in direct property, listed 
reItS and infrastructure-related projects. to date, direct 
property is only in Slovenia (2 props).
geographic spread sectoral spread
USA 51% real estate 57%
europe 22% Infrastructure 43%
UK 15%
other 12%
total 100% total 100%

new europe property nep
Mkt cap (rbn): 49.7 Forecast Yield: 4.2%
NePI is one of the older and largest foreign listed reItS. It 
dominates the retail market in romania, and has recently 
expanded into neighbouring countries of Slovakia, czech and 
Serbia. 
geographic spread sectoral spread
romania 81% retail 82%
Slovakia 13% office 17%
czech 4% Industrial 1%
Serbia 2%
total 100% total 100%

rockcastle global reIt roC
Mkt cap (rbn): 30.6 Forecast Yield: 4.3%
rockcastle is a hybrid fund, investing in both physical property 
and other listed reItS. the physical portfolio is all retail centres, 
predominantly in Poland, with recent expansion into czech and 
Hungary. 
geographic spread sectoral spread
Poland 35% Physical Property 40%
other europe 5% Listed reItS 60%

Global 60%
total 100% total 100%

schroders european reIt sCd
Mkt cap (rbn): 2.7 Forecast Yield: 0.5%
Schroders was listed in London and Joburg in November last 
year. It plans to build a portfolio of retail and office properties 
across major cities in Wetsern europe. to date, 5 properties 
have been acquired in Germany & France.
geographic spread sectoral spread
Germany 85% office 45%
France 15% retail 55%
total 100% total 100%

stenprop stp
Mkt cap (rbn): 5.9 Forecast Yield: 7.8%
Although only listed since December 2014, Stenprop is one 
of the older foreign focussed reItS. It has a dual listing in 
bermuda and Joburg. the portfolio spans the office, retail, 
logistics and healthcare sectors across 3 countries.
geographic spread sectoral spread

UK 42% office 54%
Germany 41% retail 35%
Switzerland 17% other 11%
total 100% total 100%

echo polska properties epp
Mkt cap (rbn): 13.8 Forecast Yield: 5.4%
echo only listed on the JSe 3 weeks ago. It has a reasonable 
portfolio of assets across Poland, split between office and retail. 
redefine owns 44%. other SA-based investors are also large 
shareholders.
geographic spread sectoral spread
Poland 100% retail 63%

office 37%
total 100% total 100%
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It is no secret that South Africans love 
to shop. There are approximately 1,750 
malls countrywide which ranks us 6th 
in the world of shopaholics. For many 
years, retailers such as Mr. Price and 
Woolworths have been the darlings of the 
Emerging Market retailers and foreigners 
have invested heavily in these companies 
to reap the double-digit rewards. The 
celebrations have come to an abrupt end 
based on recent results and the root cause 

can be split into 4 main factors. Firstly, with SA GDP growth 
stumbling along well below 1% and food inflation rising 
sharply, consumers’ wallets are under pressure. Secondly, low 
growth in their home markets has attracted foreign retailers 
to our shores. Thirdly, privately owned Edcon (which owns 
the Edgars & JET brands, amongst others) is coming alive 
again, after years of decline. Finally, the National Credit Act 
has had an immediate negative impact on the opening of in-
store credit accounts. By all measures, the hangover appears 
to be setting in. 

Overall SA Retail Sales grew just 0.8% year-on-year in July. 
To put this in perspective, the historic average for annual real 
retail sales growth has been 5%, with highs of 14% during the 
boom periods. We have commented on the issues facing the 
consumer for some time. In a nutshell, they include:

1. Higher interest rates have pushed up the cost of servicing 
debt, now at 9.8% of disposable income, versus 8.5% in 
2013. 

2. Fuel prices have dropped, but the weaker Rand has limited 
the windfall for local consumers.

3. Unemployment remains at historic highs, and government, 
traditionally a large employer, is under pressure to reduce 
their salary bill. 

4. Growth in social grants is slowing due to pressure on 
government finances. The highest monthly increase in 
social grants was R100 per month whilst child support 
rose a mere R20 per month (less than 2 loaves of bread.) 
That means that it is cheaper to shop at local spaza shops 
than pay the transport cost to a bigger town, which 
prejudices the formal retailers.  

Unit Sales for Q2 2016 at H&M’s clothing store at the 
V&A Waterfront, which opened a year ago, ranked 3rd 

across their 3,600 outlets globally whilst Australia’s Cotton 
On are looking at opening a total of 350 stores in SA over 
the next 3 years. The list of foreign retailers opening local 
outlets is gaining momentum as developed markets become 
saturated. That makes emerging markets more attractive, 
despite the higher risks. Youth and Apparel retail sales have 
a high positive correlation to each other due to fashion 
consciousness and with a young population, our demographic 
profile is attractive. SA is also viewed as a great spring board 
into Sub Saharan Africa where the middle class is forecast to 
swell due to mass urbanisation by 2030, the end result being 
huge increases in disposable income. The chart below shows 
sales per store for H&M and Mr Price over the last quarter. 
At first glance the difference appears staggering. One must 
bear in mind that H&M has 5 stores here, versus over 1,300 
for Mr Price, and H&M has cherry picked the most lucrative 
locations. Nonetheless, the chart does highlight the desire 
amongst locals for foreign brands.

From recent results, it appears that mass price discounting by 
foreigners has taken the local retailers by surprise. A much 
warmer winter and weak consumer spending prompted some 
of the foreign retailers to discount early in the season, whereas 
the experienced local retailers held back in anticipation of a 
late cold snap – something that did in fact materialise. But the 
damage had already been done. Consumers were awash with 
specials offering good quality and trendy fashion, reducing 
the appeal of traditionally cheaper brands such as those on 
offer at Mr Price. This resulted in lower sales & margins 
for our retailers and hence lower profits all round. This was 
confirmed by the management team of Mr Price in their recent 
conference call. They mentioned that due to tough economic 
pressure on consumers, there has been a distinct shift in 
shopping patterns to favour more promotions coupled with a 
steep drop in spending ten days after pay day. This is likely to 

sa apparel 
retaIlers: goIng 
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remain a persistent problem for the foreseeable future, but it 
affects the entire industry – not just Mr Price. Furthermore, it 
plays into the hands of the foreign retailers who are willing to 
subsidise loss-making operations by aggressive discounting 
for up to five years! It certainly appears that the double-digit 
growth era of the SA apparel retailers may be coming to an 
end.

A change in strategy is facing most executives, in order to 
combat the threat. Apparel retailers are always vulnerable 
to getting their “fashion call” wrong, but local retailers 
do have the advantage of a quicker response time due to a 
higher proportion of local supply. At the same time, overseas 
retailers have the advantage of having tested their fashion in 
places like the US, Sweden, London and Europe. This keeps 
them ahead of the trend curve. In addition, due to opposite 
seasons in the Northern Hemisphere, the likes of H&M can 
also “dump” extra unsold stock in SA at a big discount to 
boost profit margins as their winter ends and ours begins. 
There is no doubt that International competition has changed 
the competitive landscape in South Africa. It is the common 
elephant in the room in most recent trading results. 

In 2005, Edgars had an apparel market share of 34%. By 
2015, it had dropped by 10% to 24%. It is very evident that 
Edgar’s demise provided easy pickings for its competitors 
in terms of almost guaranteed market share gains just from 
mismanagement at Edgars. So what has changed? 

By mid-2015, Edcon had accumulated net debt of R23.9bn. 
The ship has been sinking for some time as interest payments 
escalated. Savvy consumers will have noticed that Edgars 
is “On Sale” virtually all year round, in an attempt to boost 
revenues to service this debt. Earlier this year, Edcon 
investors agreed to restructure their debt. This should see 

interest payments dropping from almost R3 billion p.a. to a 
more manageable R500 million per annum. In a note to their 
clients, Macquarie stated that “It’s remarkable even after 
all Edcon’s market share losses, based on reported FY15 
numbers, that people still spend R14 billion more in cash - i.e. 
by choice (not on account) at Edgars and Jet than they spend 
in total at Truworths. If you add Edcon’s R10 billion of credit 
sales, it dwarfs all its listed peers including Woolworths, 
whose revenues are a mere R14 billion for their clothing 
and homewares business.” Any resurgence of Edcon to its 
former glory will impact the entire clothing sector – locals 
and foreigners alike. 

Amendments to the National Credit Act, following hot on 
the heels of African Bank’s reckless lending tactics, have 
clamped down heavily on the financial services operations 
of the retailers, where credit accounts are opened on the spot 
in stores. For instance, more than 50% of Truworths and 
Foschini’s total sales are credit-based. Stringent background 
checks and additional criteria such as producing 3 months of 
certified bank statements in order to open a new account, have 
had an immediate negative impact on new account openings. 
Mr Price has started to place specialist Credit staff in stores to 
help mitigate these effects, but all retailers have mentioned a 
slowdown in credit sales owing to the new regulations. It is 
positive in that it limits excessive debt, especially for those 
who are most vulnerable, but it does reduce near term growth 
for those that rely on credit sales.

However, all is not lost! In their favour, local retailers are also 
expanding their horizons – moving into Africa, Europe and 
Australia. These ventures tend to be small at this stage, but 
they have huge potential for growth. Foreign entrants will 
also have to invest massively in new store expansion whilst 
the locals have already done that. Local retailers can look at 
cost-cutting and clever use of floor space and IT to maximise 
sales and profits. The excitement of overseas fashion may 
also subside in time as local retailers adapt more quickly to 
global trends. Increasing local manufacturing (as opposed to 
importing from Asia) and the AU free-trade agreement with 
Mauritius (a hub for clothing manufacturing) should reduce 
lead times and costs. 

In short, there are many levers for local retailers to pull to 
enhance their future profitability. We do not see the current 
malaise as the start of the demise of local retailers. Share 
prices may fall as investors reduce their future expectations. 
Times are tough and our economy is barely growing. But a 
return to economic growth, albeit very modest, as we have 
alluded to in recent issues, will certainly provide a far more 
productive environment from which retailers can grow. The 
next six months may be tough, but we are a nation that loves 
to shop. Old habits die hard.

market share for sa’s major retaIlers
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It is hardly believable that we are already advertising 
our last seminar of the year. Having dissected such 
diverse topics as the credibility of our economy, 
markets, stock picks and offshore trends, our final 
seminar for the year will focus on 2017 and what might 
lie in store for financial markets. Please note that this 
seminar will take place on the 6th December, (and not 
the last tuesday of November) due to clashes with the 
usual end-of-year pandemonium. 

Please rSVP to clare Mitchell on 033 3302164 or 
clarem@hhgroup.co.za. Please note that we will host 
two seminars – one morning session and one evening 
session. both seminars will take place at Fernhill Hotel.

For more information on the range of products and 
services offered by Harvard House Investment 
Management and its associated companies (including 
Harvard House, chartered Accountants), or for any 
financial	advice,	please	contact	the	Company	at:

INsIght semINars:

disclaimer:
the information contained in this newsletter comes from sources believed to be reliable, but Harvard House Investment Management 
(Pty) Ltd , Harvard House Financial Services trust, Harvard House Insurance brokers and Harvard House, chartered Accountants 
(collectively known as the Harvard House Group), do not warrant its completeness or accuracy.  opinions, estimates and assumptions 
constitute our judgment as of the date hereof and are subject to change without notice.  Past performance is not indicative of future 
results.  this material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. Any investor who 
wishes to invest with the company should seek additional advice from an authorized representative of the firm. the company accepts 
no liability whatsoever for any loss or damages whatsoever and howsoever incurred, or suffered, resulting, or arising, from the use of 
this newsletter. the contents of this newsletter does not constitute advice as contemplated in the Financial Advisory and Intermediary 
Services Act (FAIS) of 2002.
 
the Harvard House unit trusts are registered under boutique collective Investments.  custodian: Standard executors & trustees:  tel 
(021) 007-1500.  collective Investments are generally medium to long term investments. the value of participating interests may go 
down as well as up and past performance is not necessarily a guide to the future. collective Investments are traded at ruling prices and 
can engage in script lending.  Forward pricing is used. commission and incentives may be paid and if so, are included in the overall cost.  
this fund may be closed to new investors.  collective Investment  prices are calculated on a Net Asset Value basis and auditor’s fees, 
bank charges, trustee and rSc levies are levied against the portfolio. the portfolio manager may borrow up to 10% of portfolio NAV to 
bridge insufficient liquidity.   boutique collective Investments is a member of ASISA and is an authorised Financial Services Provider.  
Should you have any further queries or complaints regarding the suite of units trusts offered by the Harvard House Group please 
contact:  boutique collective Investments call centre, tel: (021) 007-1500, email:  clientservices@bcis.co.za.  For your information, the 
FAIS ombudsman provides an independent and objective advisory service.  Should you not be satisfied with the outcome of a complaint 
handled by boutique collective Investments, please write to, the ombudsman, Po box 74571, Lynnwoodridge, 0040.  telephone (012) 
470 9080/99.  Fax (012) 348 3447.  email:  info@faisombud.co.za
 
Harvard House Investment Management (Pty) Ltd*, Licence no: 675   Harvard House Insurance brokers*, License no.  44138 
 
Harvard House Financial Services trust*, Licence no: 7758  * Authorised financial service providers in terms of FAIS (2002)

natal mIdlands
topic: the outlook for 2017
Date: 6th of December 2016
Venue: Fernhill Hotel

Midmar / tweedie  road
(almost opposite entrance to 
Midmar

Morning time: 10am for 10.30am
evening time: 5.30pm for 6pm

harVard house group
G 3 Harvard Street, Howick, 3290, South Africa

+ P.o. box 235, Howick, 3290, South Africa
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