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A SPECIALIST REAL ESTATE FOCUSSED FUND MANAGER



• A Specialist Real Estate Fund Manager established in 2001 

• Offering both SA and Global Listed Real Estate Investments 
solutions

• Listed Real Estate AUM is  R6 BN +

• Forms part of a Real Estate focussed group of companies

• Wealth of direct property experience coupled with relevant 
financial skills and qualifications 

A SPECIALIST REAL ESTATE FOCUSSED FUND MANAGER



Our Approach : Research driven and long term orientated 

Our Objective : Identify value on the basis of total return in a property 
and company specific risk return framework

Our asset class : Offers a high income yield with the potential for long 
term capital value appreciation

Our View : Real Estate is a separate asset class, providing 
diversification benefits to a multi-asset class portfolio 
resulting in enhanced risk adjusted returns

Our Conviction : Income + Growth = Total Return

A SPECIALIST REAL ESTATE FOCUSSED FUND MANAGER
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Catalyst Fund Managers

Portfolio Number Value

Segregated Mandates 15 R 4,930,859,033

Unit Trust Funds 3 R 1,048,788,538

Segregated Clients 

SA’s largest and premier multi - managers

Government Pension Funds

Municipal Pension Funds

Life Companies

• Annualised outperformance of South African composit e benchmark by 
1.43% since inception

• Annualised outperformance of Global benchmark by 7. 21% since 
inception

• Catalyst Fund Manager’s 10 th anniversary of managing listed real estate 
portfolios

A SPECIALIST REAL ESTATE FOCUSSED FUND MANAGER



• Objective: The fund is an actively 
managed, fully invested, fund, 
which has a total return objective. 
The fund seeks to offer investors a 
proxy for SA Commercial Real 
Estate returns. The fund has a 
medium to longer-term investment 
horizon. 

• Benchmark: FTSE/JSE Africa SA 
Listed Property Index

• Launch date: 1st February 2005

• Size: Approximately R500m

• Objective: This US$ based,
Guernsey domiciled fund invests in 
real estate securities listed on 
international stock exchanges and 
seeks to offer investors a proxy for 
Global Commercial Real Estate 
returns.

• Benchmark: UBS Global Real 
Estate Investors Index 

• Launch date: 29 November 2007

• Size: Approx US$ 94 m

A SPECIALIST REAL ESTATE FOCUSSED FUND MANAGER

• Objective: This Rand based, 
South African domiciled fund 
invests solely in the Catalyst 
Global Real Estate Fund.

• Benchmark: UBS Global Real 
Estate Investors Index (ZAR) 

• Launch date: 1 July 2009

• Size: Approx R115 m



LISTED PROPERTY AS AN ASSET CLASS

CORRELATIONS (SA PROPERTY TO EQUITY, BONDS & CASH)

Source : UBS Investors Index and I Net Bridge, calc ulations Catalyst Fund Managers.
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LISTED PROPERTY AS AN ASSET CLASS

TOTAL RETURNS CHART

Source :Catalyst Calculations
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LISTED PROPERTY AS AN ASSET CLASS

TOTAL RETURNS CHART

Source :Catalyst Calculations

40% Capital 
Returns

60% Income 
Returns

COMPOSITION OF TOTAL RETURNS OVER THE LAST 16 YEARS



SA Equity
45%

SA Bonds
35%

SA Listed 
Proper ty

10%

SA Cash
10%

10 YEAR ANNUALIZED PORTFOLIO RETURNS
LISTED PROPERTY AS AN ASSET CLASS

SA 
Equity
50%SA 

Bonds
40%

SA Cash
10%

Annualized Return 15.4%

Standard Deviation 9.9%

Sharpe Ratio 0.50

16.6%

9.5%

0.63

17.0%

9.4%

0.70

Catalyst  Calculations to 31 st Dec 2010
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MARKET OUTLOOK

WHERE HAVE WE COME FROM ?

Source: Inet and Catalyst Calculations

2006 2007 2008 2009 2010
5 Year 

Annualized

SA Listed Property 28.4% 26.5% -4.5% 14.1% 29.6% 18.1%

Equities (ALSI) 41.2% 19.2% -23.2% 32.1% 19.0% 15.2%

Cash 7.9% 10.1% 12.4% 8.9% 6.4% 9.1%

Bonds (ALBI) 5.6% 4.4% 17.4% -0.9% 12.6% 7.6%



INCOME PLUS GROWTH

MARKET OUTLOOK

• The Total 5 year Annualised Return to 31 Dec 2010 from SA listed 
property was 18.1% 

• Over the last 5 years, the Annualised INCOME return has been 
8.8%, the Annualised income GROWTH has been approx 10.6% 
p.a. 

• Total Return = Income + Growth = 8.8% + 10.6% = 19.4%

• Over the same period the 10 year government bond Yield to 
maturity weakend 72bps from 7.43% (31/12/2005) to 8.15% 
(31/12/2010)

• Listed property yields moved in the same direction by 21bps from 
7.49% (31/12/2005) to 7.70% (31/12/2010)

• This de-rate in the listed property yield had an approximate 1.3% 
annualized negative impact on the SA listed property sectors total 
return.



WHAT DO WE DEMAND ?

MARKET OUTLOOK

Premiums Applied Required Rate of 
Return 

Avg 10 Yr Gov Bond 8.62%

Property Risk Premium 3.97%

12.59%

Company Specific Risk Premiums 1.24%

Required Rate of Return 13.83%



INCOME PLUS GROWTH

• Assume an Investor requires a 13.83% return from property over a 5 year 
period

• Buy on an historic yield of 8.16%

• Sell the asset in 5 years at an historic yield of 8.16% 

• To achieve the objective an investor requires the income to grow at 5.67% 
per annum

• Total Return = Income + Growth in  Income

• The Historic Income Yield is 8.16%

• What is the Growth in Income?

MARKET OUTLOOK
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MARKET OUTLOOK



OFFICE RENTAL GROWTH OUTLOOK
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Viability rental R160/m2

MARKET OUTLOOK
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RETAIL RENTAL GROWTH OUTLOOK

MARKET OUTLOOK

1Retail Income 
Growth

2Retail Sales 
Growth

5 Year Rolling 
Annual Retail 
Sales Growth

1999 10.3% 5.0%
2000 6.2% 8.3%
2001 7.8% 8.5%
2002 6.9% 12.8%
2003 11.1% 10.7% 9.0%
2004 12.2% 13.1% 10.7%
2005 10.9% 10.3% 11.1%
2006 11.5% 15.3% 12.4%
2007 13.4% 12.4% 12.3%
2008 9.0% 11.7% 12.5%
2009 8.0% 4.9% 10.9%

Average 9.8% 10.3%
1SAPIX/IPD South African Index
2Percentage Change in Total Retail Trade Sales 

at Current Prices Statistics SA 
* YOY to Dec 2010 was 7.0%



DRIVERS OF INCOME GROWTH AND RISKS

Neutral
Lower base rates offset by higher lending 
margins

Interest Costs on Debt

NeutralMinimal activity
Earnings Enhancing 
Developments/ Acquisitions

Positive
Internalisation of management costs will lead 
to savings

Administration Costs

Negative/ 
Neutral

Increasing faster than top line revenue growth 
but slowing

Property Operating Costs

ImpactCommentNon - Revenue Driver

Neutral/ 
Positive

Vacancies have increased and expected to 
trough in 1H FY2011

Occupancy levels

Neutral/ 
Negative

Portfolios underented  - but market rental 
levels are weakening

Rental Growth/ (Decline) on 
Expiring Leases

PositiveUnderpinned rental growth of approx 8% p.a.
Contractual Annual Rental 
Escalations

ImpactCommentRevenue Driver

MARKET OUTLOOK



1,000,000 Total Assets

1,000,000 Property Assets

30-Dec-10Balance Sheet

1,000,000 Total Equity and Liabilities

650,000 Equity

350,000 Interest Bearing Liabilities

Simple Property Company Pty Ltd

14.6%Total Return p.a.

65,36660,899 57,040

794,161

-650,000 Cash Flows

650,000 Value of Equity

8.2%Income Yield

7.3%6.8%6.6%Income Growth

-35,000

46,72810%42,48012%

23,421-5%

127,411 8%

24,654 -3%

117,9738%

25,286 0%

109,2348%

25,286Expiring in the year

101,143Contracted at 8% escalation

150,832142,627134,520 

30-Dec-13

Year 3

30-Dec-12

Year 2

30-Dec-11

Year 1

126,429Rental Income

30-Dec-10Income Statement

Year 0

88,500Net Property Income

37,929 
Op Costs (30% of Rental 
Income)

92,040 95,899

53,500Income for Equity holders

- 35,000 
Interest Costs (5 year fix at 
10%)

57,040 

-35,000 

60,899 65,366

-35,000 

100,366

50,4668%

MARKET OUTLOOK

DRIVERS OF INCOME GROWTH



WHAT DO WE EXPECT ? – INCOME RETURN

Source: Inet and CFM calculations

As at 31 January 2010

MARKET OUTLOOK
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MARKET OUTLOOK

…...BUT WHAT ABOUT THE CAPITAL MARKETS



MARKET OUTLOOK

WHAT DO WE EXPECT ? – TOTAL RETURN

5 Year Income 

Distribution Growth

Exit Historic Yield

7.5% 8.0% 8.16% 8.5% 9.0% 9.5% 10.0%

4.0% 12.3% 11.2% 10.9% 10.2% 9.3% 8.5% 7.8%

5.0% 13.2% 12.2% 11.8% 11.2% 10.3% 9.4% 8.7%

6.0% 14.2% 13.1% 12.8% 12.1% 11.2% 10.4% 9.6%

7.0% 15.2% 14.1% 13.8% 13.1% 12.1% 11.3% 10.5%

8.0% 16.2% 15.0% 14.7% 14.0% 13.1% 12.2% 11.4%

9.0% 17.1% 16.0% 15.7% 15.0% 14.0% 13.1% 12.3%

10.0% 18.1% 17.0% 16.6% 15.9% 15.0% 14.1% 13.2%

11.0% 19.1% 17.9% 17.6% 16.9% 15.9% 15.0% 14.2%

Current Historic 12 – month rolled yield of 8.16% (a s at 31st January 2011)
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BENCHMARK – UBS GLOBAL REAL ESTATE INVESTORS INDEX

• Only listed property stocks

• USD 588 billion market capitalisation

• 235 stocks

• Diversified via regions and currencies

• Underlying stocks have high liquidity

• Focus on developed markets

• Focus on real estate investors 

GLOBAL PROPERTY



BENCHMARK - REGIONAL SPLIT

GLOBAL PROPERTY

Source : UBS Investors Index, Catalyst Fund Manager s calculations. As at 31 Jan 2011.

Region Benchmark 

North America 56.12%

Europe 19.58%

Europe ex UK 13.12%

UK 6.46%

Asia ex Aus 12.85%

Japan 5.79%

Singapore 3.47%

Hong Kong 3.59%

Australia & NZ 11.45%



MEDIUM TERM REGIONAL RETURNS

GLOBAL PROPERTY

Source: UBS; Catalyst Fund Managers calculations. A ll based in USD and as at 31 Dec 2010.

Region 29 Dec 2006 - 31 Dec 2010 2010 

Global -21.56% 23.51%

Japan 5.96% 48.70%

Hong Kong 80.12% 42.42%

North America -14.22% 28.70%

Singapore 15.87% 23.31%

Australia -37.01% 13.74%

Europe ex UK -19.72% 12.27%

UK -67.98% 3.32%



REQUIRED RATE OF RETURN

GLOBAL PROPERTY

Source : Bloomberg, calculations Catalyst Fund Mana gers. As at 1 Feb 2011.

Premiums Applied Required Rate of 
Return 

Avg 10 Yr Gov Bond 3.47%

Bond Adj Premium 0.04%

Property Premium 2.95%

Property Required Rate of Return 6.46%

Company Specific Risk 1.47%

Required Rate of Return 7.93%



GLOBAL SNAPSHOT

GLOBAL PROPERTY

Source : Catalyst Fund Managers calculations. FAD i s funds available for distribution. As at 1 Feb 201 1.

Region
12 Month Fwd FAD 

Yield 
12 Month Fwd Div 

Yield 10 Yr Gov Bond 

North America 4.69% 3.28% 3.38%

Europe 5.82% 4.65% 3.51%

Asia 6.69% 5.11% 3.68%

Global 5.41% 4.00% 3.47%



NORTH AMERICA AND EUROPE - THEMES

North America

• Region with the worst current fundamentals, but potential for good 
growth off a low base if the economy continues to recover – how 
much of this is priced in?

• Growth can be boosted via deployment of idle cash

• Dividend payout ratios are at historic lows and an increase in 
these could trigger investor demand

Europe and UK

• Low economic growth over the medium term (Government de-
leveraging)

• Medium term earnings growth to be driven via external factors 
(acquisitions and development)

GLOBAL PROPERTY



ASIA AND AUSTRALIA - THEMES

Singapore and Hong Kong

• Fundamentally the strongest market, strong market rental growth 
and vacancy reduction

• Singapore earnings being boosted by accretive acquisitions

Japan

• Market rental still declining, but at a slower rate. Earnings are 
being kept flat via accretive acquisitions

• Tokyo, the city to be invested in.

Australia

• Australian listed real estate is un-loved by local retail and 
institutional investors

• Fundamentals are solid and current pricing looks attractive

GLOBAL PROPERTY



HEADING

EXIT HISTORIC YIELD

5 Year FAD 

Growth

Exit Historic FAD Yield

4.0% 4.5% 5.00% 5.24% 5.5% 6.0% 6.5% 7.0%

2.5% 12.0% 9.9% 8.0% 7.2% 6.3% 4.9% 3.6% 2.5%

3.0% 12.5% 10.4% 8.5% 7.7% 6.8% 5.4% 4.1% 2.9%

3.5% 13.1% 10.9% 9.0% 8.1% 7.3% 5.8% 4.5% 3.4%

4.0% 13.6% 11.4% 9.4% 8.6% 7.8% 6.3% 5.0% 3.8%

4.5% 14.1% 11.9% 9.9% 9.1% 8.3% 6.8% 5.5% 4.3%

5.0% 14.6% 12.4% 10.4% 9.6% 8.7% 7.2% 5.9% 4.7%

5.5% 15.1% 12.9% 10.9% 10.1% 9.2% 7.7% 6.4% 5.2%

6.0% 15.6% 13.4% 11.4% 10.6% 9.7% 8.2% 6.8% 5.6%

Historic 12 – month Historic FAD yield of 5.24% (as at 31st January 2011)



The information contained in this document is confidential, privileged and only 
for the information of the intended recipient and may not be used, published 
or redistributed without the prior written consent of Catalyst Fund Managers 

(Pty) Ltd. 

This document is solely for distribution to institutional investors and must not 
be distributed to private individuals. The opinions expressed are in good faith 

and while every care has been taken in preparing this document, Catalyst 
Fund Managers makes no representations and gives no warranties of 

whatever nature in respect of this document, including but not limited to the 
accuracy or completeness of any information, facts and/or opinions contained 

therein. 

Catalyst Real Estate Financial Services (Pty) Ltd, its subsidiaries, the 
directors, employees and agents cannot be held liable for the use of and 

reliance of the opinions, estimates, forecasts and findings in this document. 
Past Performance is not necessarily a guide to the future.

DISCLAIMER



Catalyst Fund Managers

6th Floor Protea Place

Protea Road

Claremont 7700

PO BOX 44845

Claremont

Cape Town 7735

South Africa

Tel: +27 (21) 657 5500

Fax: +27 (21) 683 7579

www.catalyst.co.za 

An Authorised Financial Services Provider 

Contact:

Andre Stadler 

Paul Duncan

Zayd Sulaiman

Jamie Boyes

Kelly Staak


