
LOCAL LISTED 
PROPERTY

“HOW DEEP IS 
DEEP ENOUGH? 
THE PROPERTY 
VALUE TILT”

Evan Jankelowitz



COVID-19

2

The tide of value ebbs and flows much faster than we expect

• Stock prices collapsed far more aggressively in the early stages

• Lack of transparency and ‘risk-off’ attitude created bargains… if you had the stomach for it

• Hence value came to the fore.

Source: Company data
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The tide of value ebbs and flows much faster than we expect

• Vaccine rally

• ‘Risk-on’ … but high quality lagged

• Money indiscriminately chasing high yields

• Opportunities more stock specific.

Source: Company data
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The tide of value ebbs and flows much faster than we expect

• Re-open rally

• Sector forges ahead to fair value

• Still  bias towards value over growth, but the value is 

less obvious… some stocks screening expensive.

Source: Company data
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Value gap has closed, but the sector is still a good investment

Annualised Internal Rate of Return (IRR)

1 year 2 years 3 years 5 years 10 years

Income return / Yield 11.4% 11.4% 11.4% 11.4% 11.4%

Capital return 23.6% 19.7% 15.1% 11.5% 9.1%

From DPS growth (Y2) 32.7% 23.8% 17.5% 12.8% 9.5%

From Re-rating -6.9% -3.3% -2.1% -1.1% -0.4%

IRR 34.9% 31.1% 26.4% 22.9% 20.5%

Annualised Internal Rate of Return (IRR)

1 year 2 years 3 years 5 years 10 years

Income return / Yield 8.1% 8.1% 8.1% 8.1% 8.1%

Capital return 1.2% 3.3% 3.9% 4.3% 4.7%

From DPS growth (Y2) 8.0% 6.7% 6.1% 5.7% 5.4%

From Re-rating -6.3% -3.2% -2.1% -1.3% -0.6%

IRR 9.3% 11.4% 12.0% 12.4% 12.8%

Performance to 30 April 2021

Source: Bloomberg, Sesfikile Analysis
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Value gap has closed, but the sector is still a good investment
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• Sector has traded at a premium to NAV in the

past; unlikely to be repeated in the short term.

• Current valuations suggest a further 12% decline

in asset values.

Source: Bloomberg, Sesfikile Analysis
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Rental collections have been better than expected and asset valuation risks are moderating 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Rental collections

Retail Office Industrial

-20%

-15%

-10%

-5%

0%

5%

10%

Valuation changes

First round Second round

Steady improvements from a dire base

More clarity has resulted in less volatile valuation 

outlook

Source: Company data



COVID-19 IMPACT

8

Balance sheets are largely intact

• Recent activity points to stronger balance sheets:

• GRT has raised R4bn through a capital raise and sold R500m of assets this year

• ATT has sold R800m of MSP shares and 50% of Deloitte Midrand for R850m

• RDF will transfer its Australian student accommodation after year end 

• HYP has sold Atterbury Value Mart and Ikeja Mall (conditional)

• FFA/B REIT have sold R1bn of mainly office and industrial assets 

• RES has sold Murchison Mall for R392m and is in talks to sell R7.5bn of assets to the PIC

• RDF will retain 100% of earnings (before tax) and several stocks have reduced pay-out ratios.
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• Recent activity points to stronger balance sheets:

• Slower / lower level on valuation write-downs

• Asset disposals – better than expected

• Ability to retain earnings

• Access to capital markets

• Rational banking partners.

Source: Company data
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Recent retail results point to an uneven, but better-than-expected recovery story 

A story of haves and have-nots:

• Wide bifurcation in performance between categories:

• Category performance shows Luxury brands up 28%, Grocery up 13% while Department stores were down 19%

• Convenience and neighbourhood centres are outperforming mid-market regional and super-regional malls

• Vacancy rates have been contained: 

• Hyprop @ 3.0%, Liberty 2 Degrees @ 4.7% and Fairvest @ 3.8% while market vacancies are up 200bps 

• SA retailers such as Truworths and TFG have reported better than expected sales growth.
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And that pesky internet getting in the way of bricks and mortar

• Lockdown restrictions have acted as an accelerant in pushing South Africans to shop online

• The average e-commerce spend increased by 30% in the first half of 2020 compared to the year prior

• Trends in shopping centre footfall and trading density growth suggest people have returned to the mall 

but online market share has increased from 2% to an estimated 3-4% of total retail sales

• Capex by retailers focused on improving their e-commerce platform and logistics.

Source: Gensler, Savills, Cushman & Wakefield, CBRE
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The office sector is sensitive to the weak economic cycle
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• Vacancies increased to 13.3% in Q4 with the trend expected to persist

• ‘Grey space or sublets’ means vacancies could be higher than reported

• Tenants are delaying rental decisions largely due to WFH considerations 

• P-grade vacancies have increased to 11.3% and A-grade at 10.8%

• Rental reversions are averaging -15%

• But…new development activity has grinded to a halt with just 0.6% of stock being developed.

Source: Company data. SAPOA, SBG Securities



• I often prefer my family at a distance

• Office space has to account for peaks

• We no longer trust each other - densities have fallen from 60m² to 

15m²

PROPERTY FUNDAMENTALS
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WFH: A real threat or exaggeration?

• WFH has seen an increase in productivity and better work/life balance

• Employees prefer to work about 2 days at home per week 

• Social distancing means lower office densification and more open spaces

• On a net basis, we expect a 10-15% structural drop in demand for offices. 

Source: Bloomberg. Sesfikile Analysis
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Industrial demand to benefit from a growth in e-commerce 

• E-commerce will likely be a major driver for logistics demand in the medium term 

• Local online retailers show massive online sales growth: 

• Woolworths @ 119%, Mr. Price @ 66%, Game @ 100%, Makro @ 84% and Dischem 353%

• Takealot states that e-commerce penetration grew from 2.8% to approximately 7% at the height of COVID lockdowns

• Industrial vacancies remain low at 4% and around 2% for modern logistics warehouses. 

Source: TFG, Equites Property Fund, Lord’s View Industrial Park 



SECTOR VALUATION

14

Lesson learned – everything has a price…
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Why Sesfikile?

Owner Managed

Experience and Depth

Commitment to Cap

Proven Process

Singular Focus



THANK YOU
Sesfikile Capital (Pty) Ltd

Reg number: 2008/022541/07 

2nd Floor, 18 The High Street

Melrose Arch 2076

+27 (11) 684 1200

info@sescap.co.za

www.sesfikilecapital.com

follow us on twitter: Sesfikile_Cap and keep abreast with the Global listed property market 

Disclaimer:

The information contained in this presentation is confidential and may be subject to legal privilege. Access to this information by anyone other than the intended recipient is unauthorised. This presentation is in its entirety

specifically intended for use by institutional clients, and is not intended for use and should accordingly not be relied upon by private individuals whether clients or otherwise. If you are not the intended recipient, you may not use,

copy, disseminate, distribute and/or disclose the report or any part of its contents or take any action in reliance on it. If you have received this presentation in error, please notify us immediately by e-mail or telephone on (+27-11)

684 2679 and thereafter immediately destroy and/or delete the presentation. Sesfikile Capital (“Sesfikile”) makes no representations and gives no warranties of whatever nature in respect of the presentation and its contents

including but not limited to the accuracy or completeness of any information, facts and/or opinions contained therein. The presentation is provided by Sesfikile solely for the recipient's information, and all rights in and to the

presentation including copyright and other intellectual property rights therein are proprietary to Sesfikile. Accordingly, the presentation may not be reproduced, distributed in any form and/or disseminated without the prior written

consent of Sesfikile.

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of the Boutique Collective Investments Scheme, approved in terms of the Collective Investments Schemes Control Act, No 45 of 2002 and is a full

member of the Association for Savings and Investment SA. Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory interests may go up or down and past

performance is not necessarily an indication of future performance. The Manager does not guarantee the capital or the return of a portfolio. Collective Investments are traded at ruling prices and can engage in borrowing and

scrip lending. A schedule of fees, charges and maximum commissions is available on request. BCI reserves the right to close the portfolio to new investors and reopen certain portfolios from time to time in order to manage

them more efficiently. Additional information, including application forms, annual or quarterly reports can be obtained from BCI, free of charge. 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. Investments in foreign securities may include additional risks such as potential

constraints on liquidity and repatriation of funds, macroeconomic risk, political risk, foreign exchange risk, tax risk, settlement risk as well as potential limitations on the availability of market information. Boutique Collective

Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio. Although reasonable steps have been taken to ensure the validity and accuracy of the information in this document, BCI does not accept

any responsibility for any claim, damages, loss or expense, however it arises, out of or in connection with the information in this document, whether by a client, investor or intermediary. This document should not be seen as an

offer to purchase any specific product and is not to be construed as advice or guidance in any form whatsoever. Investors are encouraged to obtain independent professional investment and taxation advice before investing with

or in any of BCI/the Manager’s products.

Sesfikile Capital is an authorised Financial Services Provider. FSP number: 39946

http://www.sesfikilecapital.com/

