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The information provided in this presentation is General Advice Only.  Where projections 
are used, it should not be inferred that they will represent actual results.  The information 
has been prepared without taking into account any of your individual objectives, 
financial situation or needs. Before acting on this advice you should consider the 
whether the general advice is appropriate for yourself, having regard to your own 
objectives, financial situation and needs and seek your own professional advice.

This information does not constitute an offer to invest and is subject to correction, 
completion and amendment without notice. Any such offer, if made, will only be made 
by means of an Information Memorandum or Product Disclosure Statement. All 
information is believed to be reliable and current, but accuracy cannot be guaranteed 
and we do not undertake to update any information contained in this document. All 
assumptions, figures and calculations contained in the information must be 
independently verified by the professional investor. 

Copyright © SG Hiscock & Company Limited 2008. All rights reserved. No part of this 
publication may be reproduced by any means, whether graphically, electronically, 
mechanically or otherwise howsoever, including without limitation photocopying and 
recording on magnetic tape, or included in any information store and/or retrieval system 
without prior permission of SG Hiscock & Company Ltd.

Disclaimer 
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SG Hiscock & Company
• Boutique specialising in Listed Property Trusts, Australian Equities and Absolute Return strategies

• Established in 2001

• 100% owned by its staff

• Team has worked together for 11 years

• Joint venture with LaSalle Investment Management

• FUM of $2.3 billion
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Milestones
2007 PIR – Australian Property Securities Fund Manager of the Year 

2007 Money Management – LaSalle Global Listed Property Securities Fund Manager of the Year

2006 Money Management nomination for Australian Property Securities Fund Manager of the Year 

2003 InvestorWeb Rising Star Award



A-REITs
A one in 30 year opportunity?
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What happened to the sector in 2007?

January 2007, sector peaked at over 30% premium to Net Asset Value (“sum of the parts”)

Now it is trading at a 11% discount to our (downgraded) NAV

From its peak, the S&P/ASX 300 LPT Accumulation Index (incl dividends) has fallen 48%

Excluding Westfield and CFS Retail, the Index has fallen closer to 60%

The average fall, including dividends, has been 62%
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Why?
Decreasing quality of distribution payouts – debt funded
Earnings quality decreased:

lease incentive amortisation, 
capitalisation of interest, etc

Sub-prime led to scarce debt, higher debt costs, no debt rollovers for some
Centro effect
Distribution cuts to reflect underlying cashflow – GPT, Valad etc
Fear, panic, hedge fund selling
Expectation of large falls in property valuations
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Nothing has been spared
Every A-REIT has fallen since Centro hit on 13 Dec
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LPT Price Index since 1980

Source:  IRESS, Price only to 20 Oct 2008
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Not as bad with reinvested dividends
A-REIT / LPT Accumulation Indices

Source: IRESS and SGH&Co
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2008 is the worst CY return in the modern A-REIT era

Source: IRESS and SGH&Co
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GPT price is back to 1978 levels

Source: IRESS
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Mirvac is well below its stapled security creation

Source: IRESS
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A-REITs historic Price to NTA
Very rarely this cheap

Source: UBS Securities
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Extremely attractive yield gap
REITS Forward Yield less 10yr Real

Source: IBES, IRESS
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Increase in gearing has now reversed

• Gearing increased in a low interest rate environment
• Trend has now reversed as interest rates have risen, and WDC index weight rises

Source: DB
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Where to from here?

The answer we believe lies in correctly answering four questions:

(When) will credit markets re-establish themselves?

Will the US recession be short or long, deep or shallow?

Will direct property markets crash?

(When) will there be M&A?
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Credit spreads are still very high

Source: Heuristics
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But the TED Spread has come off its highs
US 3mth TED spread

Source: IRESS
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What about timing?
“The market timer’s Hall of Fame is an empty room.”
Jane Bryant Quinn

“I never have the faintest idea what the stock market is going to
do in the next six months, or the next year, or the next two.”
Warren Buffett
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The conclusions
We believe it is a one in a 30 year opportunity

Timing is all but impossible

There are dangers

But now, Value is the most compelling for decades 

LPTs - stable long term cashflows backed by secure leases


