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BUSINESS UPDATE –We tend the garden on both sides

TWO STRATEGIES
Local & global

15 YEARS
Average investment 

experience

R16 BILLION
AUM

THREE
Founders

SINGULAR
Focus

2010
Founded

TOP QUARTILE
Performance



3V  &  A  W a te rfron t, C a p e  Town



SECTOR OVERVIEW
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DIVERSIFIED EXPOSURE BY SECTOR AND GEOGRAPHY (LOOK-THROUGH)

Retail : 64%

Logistics : 14% 

Office : 15% 

Residential : 3% 

Storage : 4% 

SA : 47% 

CEE : 28% 

WE : 8% 

UK : 7% 

AUS : 4% 

South Africa overview



SETTING THE SCENE
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LOCAL ASSETS HAVE BEEN UNDER PRESSURE FROM FOREIGN AND DOMESTIC SELLING

Foreigners net investment in SA 
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SECTOR VALUATION
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VALUE IN BOTH ABSOLUTE AND RELATIVE TERMS Waterfall City
15% discount to NAV

Liberty 2 Degrees
25% discount to NAV

Industrials REIT
12% premium to NAV
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PROPERTY FUNDAMENTALS
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STRONG PERFORMANCE IN RETAIL

Source: Company data, MSCI Real Estate, SAPOA 
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Gross rent to sales ratio

• Low vacancies across sub-sectors due to demand from national retailers 

and mid-market retailers.

• Rental reversions trending upwards after rebasing and strong turnover 

growth. Rent-to-sales ratios imply healthy rental growth prospects.

• Pick ‘n Pay is right-sizing a small number of stores. No rental concessions 

requested. Boxer is performing well. Total exposure of supermarkets is 

c.1.75% of ALPI revenue. 
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Retail vacancies
US 4.0%
UK 15.3%
Europe 5.9%
Australia 5.8%



PROPERTY FUNDAMENTALS
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OFFICE UNDER PRESSURE, BUT VACANCIES CONTINUE TO COMPRESS 
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51% 19% 0%30% Sector exposure

• “Death of the office” greatly exaggerated – ‘evolution vs extinction’

• Office accounts for 15% of total asset value in the ALPI.

• Vacancies fell in 2023 - return-to-office, ESG, and the BPO sector.

• Rental growth is likely to remain weak - P-grade close to showing growth.

• Demand is strong in the Western Cape, Rosebank, Waterfall and 

Umhlanga. 

• Limited new supply (only +0.7%) is supportive of a recovery.

Source: Sesfikile analysis, SBG Securities, SAPOA.
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PROPERTY FUNDAMENTALS
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INDUSTRIAL DEMAND DRIVEN BY SUPPLY-CHAIN MODERNISATION

• Demand driven by supply chain optimisation, e-commerce and on-shoring. 

• Port-congestion is leading to larger inventory requirements.

• E-commerce accounts for 5% of retail sales (Brazil is above 10%).

• Higher building costs are translating into market rental growth.
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BALANCE SHEET
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DISPOSALS HAVE STRENGTHENED BALANCE SHEETS

• Assets values have stabilised with only office seeing marginal valuation declines.

• Loan to value (LTV) ratios have retreated to 37% due to R32bn of disposals over the past 3 years at a 0.2% premium to book value.

• Interest rates have peaked, and expectations are for rate cuts later this year.

• Average local funding costs are at 9.4%, near to maximum levels (c. 10.4%).

• About 20% of debt is at floating rates and REITs will benefit immediately from rate cuts.

37%

20%

25%

30%

35%

40%

45%

'09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22

LTV trend

Sector LTV Average

-20%

-10%

0%

10%

FY20 FY21 FY22 FY23

Asset value changes

ATT EMI EQU Fortress
GRT HYP L2D NRP
RDF RES SAC VKE



INTEREST RATES
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HIGHER INTEREST RATES BEING ABSORBED; RATES EXPECTED TO TREND LOWER

• Interest rates have peaked, and expectations are for rate cuts later this year.

• Average local funding costs are at 9.4%, near to maximum levels (c. 10.4%).

• About 20% of debt is at floating rates and REITs will benefit immediately from rate cuts.



CENTRAL AND EASTERN EUROPE

12Source: Oxford Economics

STRONG ECONOMIC FUNDAMENTALS UNDERPIN SPENDING



CENTRAL AND EASTERN EUROPE
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STRONG ECONOMIC FUNDAMENTALS UNDERPIN SPENDING
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15% of net assets | Retail

HYPROP
12% of net assets | Retail

GROWTHPOINT
5% of net assets | Office

NEPI Rockcastle

• Dominant shopping centre portfolio across CEE.

• Retention of earnings and asset sales to mitigate 2024 refinancing.

• Strong rental upside through indexation and rental reversions.

MAS Real Estate

• Higher interest rates negatively affecting residential development pipeline.

• Downgrade to sub-investment grade affecting bond refinancing.

• Suspension of dividend for 3 years to fund refinancing. 

MEGA MALL, BUCHAREST, RO

NOVA PARK, GORZOW, PL
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SECTOR VALUATION
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VALUE IN BOTH ABSOLUTE AND RELATIVE TERMS
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Source: Bloomberg, Sesfikile analysis, Data as at 31 March 2024

SECTOR VALUATION
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Drivers are similar

• The world is waiting for the first cut
• While inflation supports rentals it also dictates interest rates

• Geopolitics is a ‘known unknown’  
• Sometimes being out of sight out of mind helps 

• Politics reigns supreme in 2024
• Despite having our own watershed elections, part 2 of the Biden/Trump fiasco is sure to be 

entertaining 

• GDP trajectory is the key differentiator
• We coming off a low base, but do we have the will and ability to accelerate?



Source: Bloomberg, Sesfikile analysis, Data as at 31 March 2024

SECTOR VALUATION
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Drivers are similar, but valuations create opportunity

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
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• Obviously there are country specific drivers
• But stocks and sectors become overbought and over sold creating value….



SECTOR VALUATION
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ATTRACTIVE LONG TERM RETURN OUTLOOK

ANNUALISED INTERNAL RATE OF RETURN (IRR)

1 year 2 years 3 years 5 years 10 years

Income return/yield 9.3% 9.3% 9.3% 9.3% 9.3%

Capital return 5.8% 5.1% 5.0% 5.1% 5.2%

DPS growth (Y2) 2.9% 3.6% 4.1% 4.5% 4.9%

Re-rating 2.8% 1.4% 0.9% 0.6% 0.3%

IRR 15.1% 14.4% 14.4% 14.4% 14.5%

Assumptions:

• ALPI distributable earnings yield of 11.1% and dividend yield of 9.3%, derived through a bottom-up analysis of each company and pay-out ratios.

• Y2 growth driven by weak SA fundamentals but strong growth in SA specialised and offshore counters.

• Conservative long-term growth of 4.9%.

• SA long bond yield to exit at 11.3% (currently 12.2%) but risk premium to narrow. 

• Sector exit yield of 10.8%.



SECTOR VALUATION
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THE TOTAL RETURN IS SENSITIVE TO THE LONG BOND

SENSITIVITY TABLE (1 YEAR TOTAL RETURN)

BEAR CASE BASE CASE BULL CASE

SA 10y Bond (currently 12.2%) 11.8% 11.3% 10.3%

Yield spread (currently -1.1%) -0.5% -0.5% -0.5%

Income return/yield 9.3% 9.3% 9.3%

Capital return 1.3% 5.8% 11.1%

DPS growth (Y2) 2.9% 2.9% 2.9%

Re-rating -1.6% 2.8% 8.0%

IRR 10.6% 15.1% 20.5%

• Bloomberg consensus forecast of 11.0% by end of 2024 for the SA 10y bond.

• Yield spread driven by risk and growth expectations.
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SINGULAR FOCUS

OWNER MANAGED

EXPERIENCE AND DEPTH

COMMITMENT TO CAP

PROVEN PROCESS

WHY SESFIKILE?

CONCLUSION



D I S C L A I M E R

Sesfikile Capital (Pty) Ltd is an Authorised Financial Services Provider (FSP 39946) Registration No: 2008/022541/07 

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. 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 

1200 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.

Investors should take cognisance of the fact that there are risks involved when buying, selling, or investing in any financial product. The value of financial products can increase as well as decrease over time, depending on the value of the 

underlying securities and market conditions. Past returns may not be indicative of future returns and an investor should always seek independent professional financial, legal and tax advice relevant to individual circumstances before 

making any investment decision. The information contained in this report should not be construed as “Advice” as defined in the Financial Advisory and Intermediary Services Act, 37 of 2002. 

THANK YOU
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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 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. 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. Certain investments - including those involving futures, options, equity swaps, and other derivatives may give rise to substantial risk and might not be suitable for 
all investors. 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 f=rm whatsoever. Investors are encouraged to obtain 
independent professional investment and taxation advice before investing with or in any of BCI/the Manager’s products.

A manager must ensure that-publishing of performance of a portfolio is based on performance calculations which are done on a NAV to NAV basis over all reporting periods; provided that where a NAV is not 
available, the value used to calculate the performance and which was agreed with the trustee must be clearly stated and a description of how the figures were calculated must be provided; reinvestment of income 
is calculated on the actual amount distributed per participatory interest, using the ex-dividend date NAV price of the applicable class of the portfolio, irrespective of the actual reinvestment date; all publication of 
performance is accompanied by a disclosure indicating that the performance is calculated for the portfolio, as well as that the individual investor performance may differ as a result of initial fees, the actual 
investment date, the date of reinvestment and dividend withholding tax.
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