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Growthpoint vs Redefine: comparing the giants

Both Growthpoint (GRT) and Redefine (RDF) are household names among South African property
investors, boasting a combined portfolio valued at an impressive R250 billion while their collective market
capitalisation represents a significant 25% of the JSE Listed Property Index (SAPY). To own portfolios
of this magnitude, both real estate investment trusts (REITs) have diversified into multiple property types
and offer international diversification, spanning South Africa, the UK, Poland, and Australia. While
they may appear to be suitable substitutes for each other at first glance, their underlying portfolios have
diverged in recent years, offering shareholders different options to suit their investment preferences.

The Core SA Portfolio
Focusing on the core South African
portfolios first, Growthpoint’s total
portfolio has a smaller 46% exposure
to core South African retail, industrial
and office properties compared to
Redefine’s larger 62% exposure.
Since 2017, both REITs have seen
their exposure to SA core properties
shrink relative to their total portfolio,
with Growthpoint and Redefine’s
exposures decreasing from higher
levels of 63% and 81%, respectively. This has occurred due
to both companies using most of their new capital raised to
expand offshore, rather than investing into the local economy,
which has had its fair share of headwinds in recent years. Put
simply, both REITs have become less South African focused
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Thanks to a more proactive stance, Redefine has positioned its
portfolio towards P-Grade office space, which has resulted in a
better vacancy profile.

SPEED READ
Redefine’s core portfolio has greater exposure
to the South African economy as well as a
larger percentage of premium grade office
space.
Growthpoint owns 50% of the V&A Waterfront
as well as Growthpoint Investment Partners
(GIP) to invest in alternative property sectors.
Redefine’s offshore investments are
concentrated in Poland, while Growthpoint has
significant exposures to Australia, Central and
Eastern Europe as well as the UK.
Both balance sheets have a high amount of
leverage but remain stable
Dividend track records have been poor for both
REITs, however, Redefine is expected to have a
more positive outlook.

since 2017.

When analysing the core retail, industrial and office
properties of Growthpoint and Redefine, a notable tale of
two office portfolios emerges. The differences observed
may be summed up in two high-level points, the first being
that Redefine’s portfolio has significantly transformed after
meaningful repositioning, currently consisting of more
premium-grade office space compared to prior periods, and
the second is how much better Redefine’s office segment
has performed because of this transformation. Expanding
on the first point, Redefine has reduced the number of office
properties owned by 27% since 2017, while increasing
its exposure to premium-grade office space from 40% to
54%, by selling off most of its B- and C-grade properties.
In contrast, Growthpoint’s office segment took a more
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conservative approach, trimming its office portfolio by
just 16%. The disposal of B- and C-grade offices was less
aggressive, and Growthpoint’s exposure to premium-grade
space remains lower at 26%. Regarding the second point
observed, Redefine’s transformation to higher-quality office
space has led to an 18.5% increase in the average value per
square meter since 2017, while Growthpoint’s metric has
shrunk with an underwhelming 16.5% decrease. The benefits
of investing in higher-quality office spaces - something
Redefine has clearly capitalized on - include lower vacancy
rates as tenants recognise the value of premium grade space
after significantly reduced rents following the pandemic.

Investments Unique to Growthpoint

Shifting focus to alternative property investments,
Growthpoint genuinely stands out. Growthpoint owns 50%
of the popular V&A Waterfront, which is currently the crown
jewel in Growthpoint’s portfolio as tourism in Cape Town
has rebounded with 25 million visits to the V&A Waterfront
in 2023 alone, while the property boasts strong rental growth
year-on-year with almost no vacancies.

Another unique alternative investment to Growthpoint
that few other companies in the SAPY can replicate is the
Growthpoint Investment Partners (GIP) platform, which
invests and manages alternative property types at scale,
including student accommodation and healthcare facilities, on
behalf of third-party investors. The two main advantages that
the GIP platform provides to the Growthpoint shareholders
is greater property diversification and a steady stream of
management fees from less capital-intensive investments
compared to direct property ownership.

Offshore Comparison

Investments made offshore is where these two REITs differ
the most. Redefine, which currently offers a more focused
offshore portfolio, owns the former JSE-listed Echo Polska
Properties (EPP) and a controlling stake in European Logistics
Investments (ELI). Both investments are based in Poland,
offering Redefine investors exposure to high quality retail
and logistics properties in a high growth region of Europe.
Like the core South African office portfolio, Redefine has
significantly repositioned the offshore portfolio over the last
few years, divesting from the UK and Australia to focus on
Poland.

On the other hand, Growthpoint remains invested in the UK
and Australia, owning the majority of Growthpoint Australia,
affectionately known as GOZ, as well as a controlling stake in
Capital & Regional and a non-controlling stake in Central and
Eastern-European based Globalworth Investments. Recently,
Capital & Regional has been featuring in the news as other
REITs have offered to buy out this UK retail property owner
from Growthpoint. Compared to Redefine, Growthpoint
offers investors a greater exposure to international offices via

investments in GOZ and Globalworth.

GEOGRAPHIC DIVERSIFICATION
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Over the past 7 years, Redefine has greatly simplified its
portfolio to two core regions, whilst Growthpoint has a more
diversified portfolio that includes Australia and the UK.

Financial Health
Briefly touching on the financial health of each balance sheet,
the reported loan-to-value ratios favour Growthpoint’s lower
LTV ratio of 42.0%, compared to Redefine’s marginally
greater 42.6% ratio. However, when considering the “look-
through” value, which accounts for different ownership
structures of investments, there is a more significant
difference between the two REITs. The “look-through”
ratio favours Growthpoint’s lower 44.2% ratio compared
to Redefine’s greater 48.4% ratio. That said, ratios for both
REITS are at higher levels than where management and
shareholders would like them to be at the top of the interest
rate cycle given the cost of capital is high. Nonetheless, there
is no need for alarm as both REITs have more than sufficient
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There is not much to separate the LTV ratios for the two
companies, and whilst they might be a little high in the context
of the current cycle, both REITS have ample facilities to meet
any maturing debt obligations.
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credit facilities extended to them by banks to cover any loans
that are maturing in the next 12 to 18 months.

Dividends
How have the above differences manifested themselves in
the dividend trajectory? Bluntly, neither Growthpoint nor
Redefine have a flattering historical dividend track record.
Growthpoint has fared better with cumulative annual growth
down 36% and Redefine is down 49% since the SAPY’s hay
day in 2017. But both are very much in line with the broader
sector. Looking to the future, the market is expecting slightly
better dividend growth for Redefine over the next two years
with an average 3.6% growth, while the market is expecting
average growth to be flat growth for Growthpoint. A key
driver of the difference in future dividend performance may
be attributable to Growthpoint’s offshore investments yet to
fully reflect the brunt of higher interest rates in important
markets such as Australia. That said, local interest should start
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Due to the timing of its year end, redefine did not pay a
dividend at all in its FY20 year, whereas Growthpoint paid
an interim dividend before Covid took hold. Otherwise, the
trajectories have been largely similar, and very much in line
with the broader sector.

PRICE PERFORMANCE
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Despite their differences, both Growthpoint and Redefine
has performed exceptionally well over the past year —
outperforming the broader market - as listed property has
reacted to improving conditions.

to fall next week as the SARB starts its easing cycle. That,
combined with better GDP growth and less loadshedding,
would imply upside risk to current forecasts.

In conclusion, reflecting on the differences separating these
two large REITs, it may feel more like an art than science
when choosing one over the other. Redefine owns a better
overall portfolio, with higher exposure to better-performing
sectors of the market and is focused in economies with higher
growth potential, while Growthpoint has greater geographic
diversification as well as investments in alternative property
sectors such as student housing and heathcare, which are
defensive and different to anything else listed on the JSE.
Bear in mind that there are many other key factors beyond
the factors mentioned in this article that will drive their
respective performances, but the over the past year, both
Growthpoint and Redefine have been solid investments,
significantly outperforming the JSE All Share over the same
period.
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Redefine built this custom facility for Massmart in Cape Town.
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Topic: Outlook for 2025. Is that
SA Story Intact?

Natal Midlands

Date: 05 December 2024
By the end of November, it will have been six months since Venue: Christ Chur(.:.h Howick, 23 Mare
our election ushered in the GNU. This presentation will Street, Howick
focus on the outlook for 2025, and delve specifically into Morning Time: 10am for 10.30am
whether the SA story is still intact. Evening Time: 5.30pm for 6pm
Johannesburg
Date: 04 December 2024
Venue: Rosebank Union Church, Cnr
Winne Mandela Drive and St
n Harvard House is on Facebook Andrews Road, Hurlingham
Time: 7am for 7.30am
° Harvard House is on YouTube
Cape Town
Date: 2 December 2024
CO NTACT D ETAI LS' Venue: SSISA Conference Centre, Bound-
For more information on the range of products and services grg I;Ioad, Newlands, Classroom 1,
offered by Harvard House Investment Management and its _ rd Floor
associated companies (including Harvard House, Chartered Time: 7.30am
Accountants), or for any financial advice, please contact Venue: ABRU Motor Studio, Lourensford
the Company at: Wine Estate, Somerset West
Time: 5.30pm for 6pm
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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 the 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 (RF) Pty Ltd (“BCI”) retains full legal responsibility for the third party named portfolio. 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

Performance figures quoted for the portfolio is from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV
with income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date.
Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment
and dividend withholding tax. Performance fees do not apply to any funds managed by Harvard House. The manager does not provide any
guarantee either with respect to the capital or return of the portfolio. A schedule of fees, charges, and maximum commissions are available
on request from the manager.

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)




