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Executive summary 

– In recent months there have been tentative signs that 

we could finally be on the way towards a more 

sustained economic recovery.  The Purchasing 

Managers’ Index for Services leapt to 56.9 in June, 

from 54.9 in May and above consensus expectations.  

– Real estate is benefitting from the ‘search for yield’, with 

an income return of around 6% looking attractive when 

compared to the pricing of other financial assets.     

– The prospects for returns in 2013 have improved in 

recent months, with a revival in activity in the 

investment market leading to rising valuations.  The IPF 

consensus forecasts are now anticipating returns of 

7.3% pa over the next five years. 

– Our analysis of the main commercial property sectors 

continues to suggest an underweight position to retail 

and an overweight to office and industrial property will benefit performance.  Within retail we have a barbell 

strategy which emphasises convenience retail (for local shopping) and dominant shopping centre and leisure 

destinations which provide an ‘experience’ to consumers.  The overweight to office and industrial property 

continues to reflect the relative affordability of rents to occupiers of business space. 

Performance 

– SPF continues to outperform its benchmark.  The key drivers of 

this include: 

– Income. For some time our strategy has been to improve 

SPF’s distribution yield. Two recent acquisitions coupled with 

the execution of asset management initiatives have seen the 

spot monthly distribution yield increase by 10% over the 

quarter. We aim to further increase this through 2013.  

– Asset allocation.  SPF’s bias to London and the South East continues to generate outperformance. Valuations of 

our central London office and industrial properties increased and performed ahead of the wider property market.  

– Transactions.  The extended acquisition timing of Dickens World, Chatham enabled us to show an immediate 

profit on book cost which boosted performance. Its value is expected to continue to improve once a letting is 

completed in the coming months.  Elsewhere, the sale of 81 Dean Street, London W1 to a residential developer 

was at a price well above prior valuation.   

 
1
 AREF/IPD UK Quarterly Property Fund Index – All Balanced Property Fund Index Weighted Average. 

2
 Includes all directly held properties, all joint ventures plus the quoted initial yield on the indirect funds. Excludes land and development. 

3
 Performance is calculated on a net asset value (NAV) to NAV price basis plus income distributed, compounded monthly, net of fees, 
gross of tax and based on an unrounded NAV per share 

4
 AREF/IPD UK Quarterly Property Fund Index – All Balanced Property Fund Index Median. This was the Fund’s benchmark until 
conversion to a Property Authorised Investment Fund on 31 July 2012.  

Databank 

Fund Objective 

To outperform its 

benchmark
1
 by 0.5% per 

annum, net of fees, over 
rolling three year periods 

Fund net asset value £1,243.82 million 

Fund gross asset value £1,297.27 million 

Cash  £24.76 million 

Void rate
2
 7.9% 

Debt (% NAV) 4.8% 

Net initial yield
2
 5.9% 

Reversionary yield
2
 7.0% 

Performance
3
 Q2 12m 

3 yr 
(% 
pa) 

5 yr 
(% 
pa) 

SPF 2.1 3.7 5.7 0.1 

Benchmark
1
 1.4 1.7 4.2 -0.5 

Former b’mark
4
 1.5 2.7 4.4 0.2 
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UK property market commentary 

Economy 

– In recent months there have been tentative signs that we could finally be on the way towards a more sustained 

economic recovery.  The Purchasing Managers’ Index for Services leapt to 56.9 in June, from 54.9 in May and 

above consensus expectations.  This was the strongest level in over two years and when combined with robust 

results from the manufacturing and construction PMIs, suggest continued economic expansion in the second half 

of 2013. 

– The performance of the labour market continues to hold up, despite weak productivity gains.  The economy added 

92,000 jobs in the three months to April, while the unemployment rate remains steady at 7.8%, down from 8.1% a 

year earlier.  These developments should be supportive of growth in occupier demand. 

Occupational market 

– One of the consequences of the global financial slowdown has been a shift in the dynamics of occupational 

demand across the capital.  Whilst banks and hedge funds drove prime rents in the core markets before the 

financial crisis, a lot of the growth in this cycle has been in fringe markets like Farringdon, Holborn and Shoreditch.  

Technology, Media and Telecommunications (TMT) and business services have led the change, a reflection of 

their economic outperformance in recent years.  Whilst the finance sector has fallen by 11% since the economic 

peak in December 2007, business services and TMT have grown by 3% and 6% respectively over the same 

period. 

– Occupational demand in high streets and shopping centres remains relatively subdued, although we are seeing 

some positive trends in consumer expenditure elsewhere.  According to the Society of Motor Manufacturers and 

Traders, sales of new cars were 10% higher in the first six months of 2013.  Convenience retail destinations are 

also performing robustly, as shoppers are taking a ‘little and often’ approach to their grocery shopping to cut back 

on food waste and to reduce car usage.   

Investment market  

– Transactional activity increased in the first quarter of 2013, with volumes rising 28% year-on-year (source: JLL).  

This is putting downward pressure on yields in some markets and although not fully reflected in IPD valuations, we 

expect this to feed through into performance in the second half of this year.  International capital continues to 

dominate some markets, with foreign investors accounting for around 50% of all transactions in the first half of 

2013 (source: Property Data).  

– Allocations to real estate are benefitting from the ‘search for yield’, with an income return of around 6% looking 

attractive when compared to the pricing of other financial assets.  This is leading to increased interest in higher 

yielding properties in the regions and in alternative sectors such as care homes, student accommodation and self 

storage.  Anecdotally we are starting to see some movement of capital out of fixed income investments and into 

commercial property. The recent rise in gilt yields however, may put pressure on low yielding, long lease assets 

which are likely to be most sensitive to rising bond yields.    

Outlook 

– The prospects for returns in 2013 have improved in recent months, with a revival in activity in the investment 

market putting downward pressure on yields (leading to rising valuations).  The IPF consensus forecasts are now 

anticipating returns of 7.3% pa over the next five years. Occupational demand remains tepid in most markets 

outside of London, although we are seeing rents re-base to more sustainable levels and this offers the potential for 

some rental growth from 2014.  The start of the rental upswing in London may now be underway, and we expect 

strong rental growth to continue through to 2015, contributing to double digit returns.  Finally we are starting to see 

investor attention focus away from prime long lease assets and into growth assets, and we expect this to lead to 

superior returns for the latter going forward. 
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Strategy and key activities 
UK property commercial market valuations recorded their first increase in eighteen months during the second 
quarter.  Along with other property investors, we believe that forward-looking returns of 7-8% pa are 
sustainable given the right assets and management.  Having a bedrock of good quality income remains central 
to our strategy, as will identifying and delivering asset management strategies which occupiers find affordable 
and relevant to their business. 
   
At a broad sector level, our analysis continues to emphasise an underweight position to retail and an 
overweight to office and industrial property will benefit performance.  Within retail we have a barbell strategy 
which emphasises convenience retail (for local shopping and click-and-collect) and dominant shopping centre 
and leisure destinations which provide an ‘experience’ to consumers.  Aside from this, our strategy is focused 
on the following: 
 
Invest in tomorrow’s core properties through active management strategies.  SPF has a balanced 
portfolio of good quality properties with strong underlying fundamentals. These properties offer scope to 
preserve or enhance income and improve capital value through lease re-gears, lease renewals and re-lettings 
or refurbishment of the space.  
 
The valuation of our central London office portfolio has been significantly increased through active 
management.  At 82 Dean Street, London W1 we conducted a complete refurbishment of the building to a high 
specification following the lease expiry. On completion, lease agreements were agreed with rents 16% higher 
than in our initial business plan. This building has one more floor to let.  Elsewhere, two office buildings in 
Shepherdess Walk, London N1 offer similar opportunities to refurbish and relet space following lease expiries 
in 2015: rental values for refurbished space are 50% higher than the current contracted rent. This gives our 
asset managers sufficient scope to refurbish the space and re-let the property to an occupier market 
strengthened by the growing demand coming from ‘Silicon Roundabout’ technology companies. 
 

Unique schemes like the regeneration of Bracknell Town Centre also offer an opportunity to invest in our 

existing stock to deliver a modern retail location which attracts modern tenants. The recent opening of a new 

Waitrose, and pre-lets to Marks & Spencer, H&M and Cineworld demonstrate demand from high quality 

tenants looking to occupy good, affordable schemes in one of the UK’s most affluent neighbourhoods.    

Target higher yielding sectors.  The defensive characteristics of the existing portfolio allow us to direct 

capital to diversified, higher yielding investments.  The recent purchase of Hartlebury Trading Estate was 

completed at a net initial yield of 10%.  These type of investments complement other recent investments in the 

alternative sector, such as Suffolk care homes and the Chatham leisure complex, which provide good quality 

income with the capacity to grow over time.  Collectively these investments have also boosted the portfolio’s 

spot distribution yield by 10%, with more to come as the care homes are completed. 

Purchases 

Hartlebury Trading Estate, Worcestershire 
A large multi-let industrial estate in Hartlebury, west Midlands, was bought for £46.2 million.  The property is 
located on over 180 acres in an affluent area of the Midlands and has 82 tenants including TNT UK Ltd and 
Fedex UK Ltd. 
 
One of the key attractions of the industrial estate is its scale and 
regional dominance. Its range of units allows a flexibility of space 
which enables tenants to occupy the estate during different phases 
of their growth. The size of the estate also provides scope for further 
investment, subject to tenant demand. 
 
The property was acquired at a net initial yield of 10.1% which is a 
significant yield advantage compared with South East industrials. 
This high income return has had a positive impact on SPF’s 
distribution yield, increasing it by an annualised 0.4%. 
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Dickens World, Cinema and Leisure Attraction, Chatham 
A leisure scheme in Chatham was bought for £12.9 million.  It is 
anchored by an Odeon cinema which occupies 57% of the scheme 
by rental income and is let on a 25 year RPI-linked lease. The 
scheme also has a number of well known restaurant operators. 
 
The purchase increases exposure to the leisure sector which we 
believe offers attractive income and growth characteristics. The 
purchase price reflected a net initial yield of 8.1%, which will grow to 
8.5% on completion of a letting anticipated within the next three 
months. The property also offers good active asset management strategies through re-lettings and improving 
the commercial aspects of the scheme. Since purchase, the property has been revalued at above book cost. 
 
Asterbury Place, Ipswich (care home)  
Construction of the first of five Suffolk care homes started during the quarter.  In late 2012 we announced a 
funding agreement to build five care homes let to Care UK, one of the leading providers of health and social 
services in the UK, on an RPI-linked lease for a term of 30 years.  They are the outsourced providers of 
Suffolk County Council’s elderly care provision.  The investment will total £28 million when fully funded in two 
years time, although to date it amounts to just £0.9 million.   
 
We expect that building at all five properties will have started before the end of 2013.  The investment is 
structured to yield over 7% on cost from the outset, further adding to income. 

Sales 

81 Dean Street, London, W1 
81 Dean Street was unconditionally exchanged for sale for £11.1 million.  The sale enabled us to capitalise on 
strong interest from residential developers to convert offices to residential in central London.  The sale price 
was significantly ahead of the building’s prior valuation and the proceeds will be reinvested in line with 
strategy. 
 

Bid/offer pricing methodology 

For transparency, we include a statement of the policy of how the Authorised Corporate Director sets bid and 
offer prices.   
 
The key principles when setting bid and offer prices are to review prices regularly, to treat shareholder 
equitably and to adopt a consistent approach.  The assumption, when calculating the offer price, is that new 
money will be invested in line with strategy, principally into direct property at full purchase cost.  An allowance 
is made for capital expenditure to maintain the existing portfolio.  Capital expenditure may vary but in normal 
circumstances is considered to be 10% of investment.  The bid price assumes full sale costs are incurred on 
direct assets, while indirect assets are marked to market.  Cash is priced at a zero spread. 
 
The current strategy anticipates an enhanced level of investment in the portfolio to create tomorrow’s core 
properties.  This implies that the level of capital expenditure over the coming quarters should be at a higher 
level than in the past.  The spread will be reviewed in light of this strategy. 
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0-2.5m  0.7%

2.5-5m  2.9%

5-10m  8.1%

10-25m  23.7%

25-50m  51.0%

50-100m  13.7%

100-150m  0.0%

Fujitsu Services Limited  3.5%

Lloyds TSB Bank Plc  3.4%

QVC LTD  3.2%

Universal Music Operations Ltd  2.6%

Regus Ltd  2.6%

Pendragon Property Holdings Ltd  1.9%

B & Q Plc  1.8%

Sungard Availability Services (Uk) Ltd  1.7%

Homebase Ltd  1.5%

Cable & Wireless U.K  1.5%

882*** other tenants   76.6%

Portfolio analysis 

Top ten Holdings Sector % of NAV 

Bracknell Retail and Office 5.1% 

QVC Building, Chiswick, London Offices 5.0% 

Mermaid Quay, Cardiff Leisure 4.0% 

Acorn Industrial Estate, Crayford Industrial 4.0% 

Matrix, Park Royal, London NW10 Industrial 3.8% 

Hartlebury Trading Estate Industrial 3.7% 

Monks Cross Shopping Park, York Retail Warehouse 3.7% 

Davidson House, Forbury Square, Reading Offices 3.5% 

West End of London Property Unit Trust (WELPUT)* Offices 3.3% 

Kensington Village, London W14 Offices 3.2% 

Source: Schroders, *In house fund 

Lots size bands, by GPV** Tenant profile, % contracted rent 

  

Source: Schroders, subject to rounding, **GPV: gross property value; ***look through analysis 

Relative Segment Positions, %**** Absolute Segment Positions, % 

 

 SPF Benchmark 

Standard  Retail – South East 6.4 6.6 

Standard Retail – Rest of UK 3.7 7.4 

Shopping Centres 1.6 5.7 

Retail Warehouses 16.2 20.0 

Offices – Central London 16.0 14.3 

Offices – South East 16.4 8.6 

Offices – Rest of UK 5.6 4.4 

Industrial – South East 17.3 9.7 

Industrial – Rest of UK 4.3 6.9 

Other 10.5 9.1 

Cash 1.9 7.3 
 

Source: Schroders, 30 June 2013, figures subject to rounding. 
****Positions relative to AREF/IPD UK Quarterly Property Fund Index – All Balanced Property Fund Index Weighted 
Average.  

-0.2% 

-3.7% 

-4.1% 

-3.8% 

1.7% 

7.9% 

1.2% 

7.6% 

-2.6% 

1.4% 

-5.4% 

-10% 0% 10%
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Shareholder information   

Minimum investment £100,000 

Annual management charge (AMC) 0.30% per annum of the Fund’s Net Asset Value 
0.40% per annum on the Gross Value of direct holdings and 
capital cash 

Total expense ratio (TER)
1
 0.79% 

Frequency of pricing Monthly 

Valuation point 8am on the first business day of each calendar month.  

Distribution frequency Monthly paid last business day   

Distribution yield (% NAV)
2
 3.9% 

  

Shareholder dealing  

Subscriptions Monthly 

Redemptions Quarterly, subject to 3 months’ notice at quarter end 

Dealing cut-off 12 noon on the last Business Day of the calendar month 

Secondary market dealing Please phone Tom Dorey on +44 (0)20 7658 3020 

Number of shares in issue 38,473,242 

NAV per share £32.33 

Offer price per share £33.87 

Bid price per share £31.74 

Pricing methodology  Dual priced 

Offer spread  NAV +4.75% 

Bid spread NAV -1.8% 

Number of new shares issued – Q2 2013 83,506 

Number of shares redeemed – Q2 2013 Nil 

Number of shares matched – Q2 2013 972,036 
  

Fund literature   

Responsible Property Investment www.schroders.com/property 

SPF Prospectus www.schroders.com/spf 

Audited Annual Report and Accounts www.schroders.com/spf 

Dealing forms www.schroders.com/spf 
   

Fund codes Schroder UK Property Fund Schroder UK Property Fund Feeder Trust 

ISIN GB00B8215Z66 GB00B8206385 

Sedol B8215Z6 B820638 

 
 
 
 

 

  

 
 
 
 
 
 
 
 
 
 
 

 

 
1
 Calculated in accordance with AREF guidelines 

2
 Calculated gross of tax, net of fees and expenses. Distributions are paid monthly on the last business day of each calendar month 
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Further information 

Tom Dorey 
Head of Property Product   
For general enquiries and placing trades 
Phone +44 (0) 207 658 3020 
tom.dorey@schroders.com 

Northern Trust 
Registrar 
For all fund servicing queries 
Phone +44 (0)870 870 8059 
schrodersenquiries@ntrs.com 

  

 
 
Important information 

 

For professional investors only. The Schroder UK Property Fund (“the Fund”) is authorised by the Financial Conduct 

Authority (the “FCA”) as a Qualified Investor Scheme (“QIS”). Only investors that meet the requirements for eligibility to 

invest in a QIS, as specified in COLL 8, Annex 1 of the FCA’s Handbook, may invest in the Fund.   

 

Investors and potential investors should be aware that past performance is not a guide to future returns. No warranty is 

given, in whole or in part, regarding the performance of the Fund and there is no guarantee that the investment objectives 

of the Fund will be achieved. The price of shares and the income from them may fluctuate upwards or downwards and 

cannot be guaranteed. Property-based pooled vehicles, such as the Fund, invest in real property, the value of which is 

generally a matter of a valuer's opinion. It may be difficult to deal in the shares of the Fund or to sell them at a reasonable 

price because the underlying property may not be readily saleable, thus creating liquidity risk. There is no recognised 

market for shares in the Fund and, as a result, reliable information about the value of shares in the Fund or the extent of 

the risks to which they are exposed may not be readily available 

 

This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The material is 

not intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment recommendations. 

Potential investors are advised to independently review and/or obtain independent professional advice and draw their own 

conclusions regarding the economic benefit and risks of investment in SPF and legal, regulatory, credit, tax and accounting 

aspects in relation to their particular circumstances. 

 

Any investment in the Fund must be based solely on the prospectus, or any other document issued from time to time by 

the Manager of the Fund in accordance with applicable laws. 

 

The information and opinions have been obtained from sources we consider to be reliable. No responsibility can be 

accepted for errors of fact or opinion. Reliance should not be placed on the views and information in this document when 

taking individual investment and/or strategic decisions. A potential conflict with the Manager's duty to the shareholder may 

arise where an Associate of the Manager invests in shares in the Fund. The Manager will, however, ensure that such 

transactions are effected on terms which are not materially less favourable to the shareholder than if the potential conflict 

had not existed. 

 

Use of IPD data and indices: © and database right Investment Property Databank Limited and its Licensors 2013. All rights 

reserved. IPD has no liability to any person for any losses, damages, costs or expenses suffered as a result of any use of 

or reliance on any of the information which may be attributed to it.  

 

For the purposes of the Data Protection Act 1998, the data controller in respect of any personal data you supply is 

Schroder Unit Trusts Limited (“SUTL”). Personal information you supply may be processed for the purposes of investment 

administration by any company within the Schroder Group and by third parties who provide services and such processing 

and which may include the transfer of data outside of the European Economic Area. SUTL may also use such information 

to advise you of other services or products offered by the Schroder Group unless you notify it otherwise in writing.  

 

This document is intended for the use of the addressee or recipient only and may not be reproduced, passed on or 

published, in whole or in part, for any purpose, without the prior written consent of Schroder Unit Trusts Limited. 

 

Issued by Schroder Investments Limited, 31 Gresham Street, London EC2V 7QA. Registration No, 2015527 England. 

Authorised and regulated by the Financial Conduct Authority. 


