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Similar to most other ZAR-denominated asset classes, the listed property sector effectively moved sideways
during Q2 2016, marked by the surprise Brexit outcome on 23 June. Another feature of 2016 thus far remains
the Damocles sword hanging over South Africa’s head of a possible sovereign debt ratings downgrade to noninvestment grade. Along with the bond market, property weathered this terrain well thus far. The Fund has
given up just under half a percent (-0.44%) in performance over the quarter, compared to -0.35% by the
category average for property funds.
This performance actually belies the nearly 10 percentage point drop by listed property in the two days
immediately after the UK’s intended exit from the European Union became an intention rather than a
possibility. It bounced back again a few days later. The Autus BCI Property Fund had for some time and will
continue to have a particular exposure to overseas property through the likes of Sirius Real Estate, Capital &
Counties, Intu Properties and Schroder European REIT. Sirius for instance, acquires large mixed-use commercial
real estate suitable for upgrading into flexible workspaces for leasing to local businesses in Germany, while
Capital & Counties has a UK-specific focus. All of these companies also have separate listings in the United
Kingdom and have reacted along with share price settlements in London. As an investment house, Autus is not
as negative on the longer term implications of Britain outside the EU as suggested by mainstream media and
those who had a particular interest in the converse. We used Brexit volatility to add to the Property Fund’s
offshore exposure.
Other transactions carried out during the course of the quarter was to sell out of the sizeable holding in New
Europe Property Investments PLC. The value of this holding in the portfolio almost doubled over a two-year
period and was reaching expensive valuation levels. Whilst we are not averse to paying for quality per se, the
premium case for eastern European real estate has in our view become stretched. Elsewhere, we took the
fund’s exposure to benchmark-dominating Growthpoint back up to just shy of 10%. While it remains a great
property company and comprises around 25% of the benchmark FTSE/JSE J253T Property Index, we simply do
not deem it wise to carry such a large exposure to any single stock.
In view of SA’s continued ratings downgrade risk, as well as a local and international macroeconomic
environment in which it’s hard to see interest rates going lower in the short- to medium term, we remain
cautious with regards to the near-term outlook for listed property. For the time being expect the Fund’s
exposure to remain close to the prescribed minimum of 80%, with market weakness triggering buying and a
more fully invested position.
Focussing and commenting on a three-month period introduces a real risk of losing the all-important overall
market perspective that is indeed crucial to responsible money management. This is particularly true for
property as an asset class. We are fundamentally supportive of the virtue of property as a long-term inflationhedging asset. The portfolio of companies currently owned by the Autus BCI Property Fund represents a welldiversified basket of SA and European commercial property income streams.
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Contact us:
TEL: 086 1077789 / 021 9139301 // FAX: 086 6100121 // EMAIL: info@autus.co.za // www.autus.co.za
PHYSICAL ADDRESS: Autus Manor House, Farm 3, The Vineyards Office Estate, 99 Jip de Jager Drive, Bellville, 7530
POSTAL ADDRESS: PO Box 7025, Welgemoed, 7538
DISCLAIMER: Investors should take cognisance of the fact that there are risks involved in buying or selling any financial product.
Past performance of a financial product is not necessarily indicative of future performance. The value of financial products can
increase as well as decrease over time, depending on the value of the underlying securities and market conditions. Illustrations,
forecasts or hypothetical data are not guaranteed and are provided for illustrative purposes only. This document does not constitute
a solicitation, invitation or investment recommendation. Prior to selecting a financial product or fund it is recommended that
investors seek specialised financial, legal and tax advice. Autus Private Clients (Pty) Ltd and Autus Fund Managers (Pty) Ltd are
authorised financial services providers in terms of the Financial Advisory and Intermediary Services Act (Act No. 37 of 2002). The
laws of the Republic of South Africa shall govern any claim relating to or arising from the contents of this document.
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