STOR-AGE PROPERTY REIT

RMB MORGAN STANLEY PROPERTY SHOWCASE
16 MARCH

2018

PRESENTATION OUTLINE
Page

Snapshot – March 2018

4

Highlights

5

Share price performance

6

Investment case

8

Capital structure

9

Strategy

10

Portfolio

14

Operations review

19

Outlook

25

Annexures
A. Earnings and distribution

27

B: Balance sheet - summarised

28

STOR-AGE PROPERTY REIT LIMITED

2

INTRODUCTION

STOR-AGE PROPERTY REIT LIMITED

3

SNAPSHOT – MARCH 2018
Listing date

November 2015

JSE sector

Speciality REITs

Profile
Self storage universe

Highly specialised, low risk, income paying self
storage REIT
9 publicly traded self storage REITs
(US: 5, UK: 2, Aus: 1, SA: 1)

Market capitalisation

R3.9 billion1

Total property value2

R3.6 billion

Number of properties

49 (SA: 35; UK:14)

Total number of tenants3

23 000 +

Total GLA

c. 312 000 m² (SA: 258 000 m²; UK:54 000 m²)

Occupancy

SA: 85%; UK 77%

LTV2

16.3% (SA: 10%; UK: 30.8%)

1. As at 8 March 2018
2. As at 31 December 2017 – based on property valuations (SA: 31 March 2017; UK: 30 April
2017)
3. SA portfolio as at 30 September 2017, UK portfolio as at 31 December 2017
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HIGHLIGHTS
Interim distribution up 9.25% to 47.02 cps¹
Closing rental rate R88 per m² – 10% growth¹
Like-for-like growth in rental income and net property operating income of 1.2% and 11.6%¹
Occupied space increased by 41 200 m² (3 400 m² like-for-like)¹
Investment property valued at R3.6 billion²
Conservative gearing of 16.3% – of which 100% of net debt hedged (December 2017)
Major acquisitions – Storage RSA (February 2017) and StorTown (November 2017)
Strategic entry into UK with acquisition of Storage King (November 2017) – 6th largest UK brand
Successfully raised R1.276 billion equity capital – October 2017

1. As at 30 September 2017
2. As at 31 December 2017 – based on property valuations, SA as at 31 March 2017 and UK as at 30 April 2017
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SHARE PRICE PERFORMANCE
Share price performance relative to SA Listed Property Index (since listing)

Share performance
140
130

Unexpected change to
SA Finance Minister

R400 million equity capital raised
37 million shares issued at R10.81
2.5% discount to 30 day VWAP price of R11.09

R1.276 billion equity capital raised
111 million shares issued at R11.50
2.5% discount to 30 day VWAP price of R11.81
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Stor-Age

Cents per share
Listing price

1 000

Closing price1

1 295

30-day

VWAP1

High since listing

1 280
1 400
861

500

Aug 17

Nov 17

Feb 18

Total return: 460 cents
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Distribution: 165 cents
Capital growth: 185 cents
Total return of 46%
since listing
(November 2015)
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1. As at 9 March 2018

May 17

SA Listed Prop Index

100

Low since listing

Feb 17

Distribution: 118 cents
(pre November 2017
Capital growth: 295 cents
dividend of 47.02 cps)
Shareholder returns
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THE EXPERIENCE
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INVESTMENT CASE
• Dynamic self storage sector specialists, allowing for focused attention, delivering superior returns
• Sector leader in South Africa and recent strategic entry into UK (top 10 operator)
• Sophisticated operating platform and benefits of scale across both markets

• UK management team with considerable self storage operations experience
• Niche asset class uncorrelated to traditional drivers of property: recession-resilient sector
• Attractive distribution growth in medium-term underpinned by robust self storage metrics
• Pipeline of opportunities available across both markets
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CAPITAL STRUCTURE
•
•
•
•
•
•

16.3% gearing at December 2017 (SA: 10%; UK: 30.8%)
Conservative target gearing range 25% - 35% over medium to long term
R1.276bn equity capital raised in October 2017 to fund Storage King (UK) and StorTown acquisitions
Dividend Reinvestment Plan – R116m conserved in 2017
Significant headroom capacity – c. R643m
SA
Maturity profile
› Total facilities – R995m (drawn R352m)
› Maturity profile 3 to 5 years, averaging c. 4.3 years
R150m
› Net debt – R232m (R250m/108% fixed)
› Effective interest rate – 9.23%
R350m
R200m
R150m
• UK
R135m
› Royal Bank of Scotland – £25 million (5 years)
R135m
› 90% fixed
₤25m
› Effective interest rate – 4.3%
R225m
› Cross-currency swap in place of £20m
SA drawn facilities
SA undrawn facilities
(staggered maturity 3 – 5 years)

December 2019

November 2020
November 2020
November 2021
October 2022
November 2022

UK debt facility
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STRATEGY
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STRATEGY

Outstanding
locations

Sector specialists with deep product understanding and established global peer networks

Highly strategic in planning and execution at both macro (asset) and micro
(operational) level
High quality
properties

Selling standards
and customer service

Growth – acquisitions of quality assets, organic growth through improved
operational performance and expansion of existing properties

South Africa – currently in Y3 of second 5Y strategic plan: on target
Offshore – entered UK market in 2017, a growing and undersupplied market relative
to first world peers (US and Australia)

Big branding

Platform opportunities: Storage King – offering scale, track record, high quality property
portfolio, skilled and experienced operational management team
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STRATEGIC PLANNING AND DEMOGRAPHICS
HOUSEHOLD INCOME

HIGH
LOW

POPULATION DENSITY

HIGH

LOW
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STRATEGIC ENTRY INTO UK MARKET
Resilient sector
with strong
growth
opportunities

• Sector growth in UK is positive, with increasing demand
• Supply remains constrained – undersupply in comparison to more established US and Australian markets
• Average net rentals and occupancies across UK sector increasing attractively
• Post Brexit (2016) and imposition of VAT on rentals (2012) – sector remains resilient and viewed as attractive
investment given defensive nature of asset class

• Self storage product characteristics – homogenous across first and developing world (drivers of demand,
Remain true
user profiles, length of stay, asset operating metrics)
sector specialist
• Globally a growth sector – with attractive earnings growth in the UK
and deep
international peer • Stor-Age executives have spent significant time in first world markets over previous decade to optimise execution
networks
of business plan

Exceptional
platform
opportunity

Familiar
jurisdiction

Risk mitigation

• Established management team with significant ‘on the ground’ experience in UK
• Established platform, high quality property portfolio and pipeline of opportunities
• Efficient Guernsey Holdco structure in place

• UK governed by language, culture, business practices, banking and legal systems familiar to South Africans

• Diversifies risk in relation to South African market

• Provides Rand-hedged investment in growing first world economy
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PORTFOLIO
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PORTFOLIO – NOVEMBER 2017

62

The listed portfolio comprises 49 properties: 35 in SA and 14 in the UK. Stor-Age has a further 13 properties in its
Managed Portfolio (SA) – bringing the total properties to 62

UK PORTFOLIO:
14 properties
c.R1.4bn
c.54 000 m²
c.6 300 tenants

SA LISTED PORTFOLIO:
35 properties
c.R2.2bn
c.258 000 m²
c.16 700 tenants

Pretoria
Johannesburg

Bloemfontein

35
Durban

14

Cape Town

Port Elizabeth

STOR-AGE PROPERTY REIT LIMITED

15

SOUTH AFRICA
Acquisitions
• All-Store
› CT, single property, R52m, announced March 2018
• StorTown
› DBN, 4 properties, R145m, November 2017
• Unit Self Storage
› CT, single property, R42m, May 2017
• Storage RSA
› JHB and CT, 6 properties and 1 development opportunity
› R475m, February 2017

Developments
• Two high profile Certificate of Practical Completion (‘CPC’) deals announced
› Craighall – 6 700 m² GLA, R95.1m, announced December 2017
› Bryanston – 6 100 m² GLA, R81.9m, announced July 2017

Pipeline
• 6 sites secured
› 2 under construction
› 2 have town planning consents in place
› 2 in planning
• 1 site currently under offer
• Intention is to develop all properties within REIT or through CPC structure
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SOUTH AFRICA (CONTINUED)
Managed Portfolio
• Branded and managed by Stor-Age
• Stor-Age has pre-emptive right to acquire all properties
• 13 properties, c. 80 800 m² GLA (incl. bulk units), c. R1bn (cost), 3 500 + tenants

• Dominated by high profile ‘Big Box’ properties in outstanding locations
• Randburg opened in July 2017, last property developed within existing structure
• Stor-Age earns fees: licensing, operating, acquisition, development and asset management

STOR-AGE PROPERTY REIT LIMITED
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STORAGE KING (UK)
Overview
• Strategic entry into growing first world market with acquisition
of 6th largest UK self storage brand
• Highly scalable, well invested infrastructure and experienced management
(UK team remains in place and co-invested)
• Operating 26 well-located properties throughout England: bias towards the
South-East and East
• Owns 14 of the 26 properties – nine freehold and five leasehold¹, average 17
year unexpired lease-term
• 14 properties offer c. 54 000 m² GLA, 77% occupied

Salient features
• £57.7m (R1.1bn) initial purchase price – funded via equity capital raise,
October 2017
• £84.9m total consideration
• £25m debt facility in place with RBS

1.

Leasehold investment is a well-understood and accepted form of ‘ownership’ in the UK self storage market
STOR-AGE PROPERTY REIT LIMITED
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OPERATIONS REVIEW
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OPERATIONS PLATFORM

Outstanding
locations

Operating
standards

Contact
Centre

Recruitment,
training and L&D

Web, mobile platforms
and social media

Innovative
marketing

High quality purpose
built properties

Revenue
management
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OPERATIONS PLATFORM (CONTINUED)
High operating leverage
• Highly sophisticated operations platform
• Achieve organic growth through proactive management of rate and
occupancy
• Largely a fixed cost business – revenue growth = increased operating
margins

Revenue management
• Right price, for the right customer, at the right time
• Continuous evolvement of revenue management system and investing in
data analytics capability

Key focus areas – Contact Centre, technology, security

1. 1 April 2017 to 30 September 2017
STOR-AGE PROPERTY REIT LIMITED
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OPTIMISING DEMAND
Optimised
consumer cycle

Internet
Life happens
Desktop
Laptop

Properties
Contact Centre

Tablet
Phone

Demand cycle
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OUR CUSTOMERS (CONTINUED)
GEOGRAPHIC RESPRESENTATION1

333

RESIDENTIAL / COMMERCIAL TENANT MIX BY GLA2

Gauteng

24

Western Cape
50
41

Residential

Eastern Cape

Commercial

KwaZulu Natal
Free State

76

GEOGRAPHIC FOCUS

RESIDENTIAL vs COMMERCIAL

Primary focus = high profile locations
in JHB, PTA, CT and DBN

Residential tenants outnumber
commercial tenants, however commercial
tenants on average rent more space per
user

1. Listed Portfolio – analysis by property
2. Listed Portfolio – (excludes Storage RSA) as at 30 September 2017
STOR-AGE PROPERTY REIT LIMITED
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OUR CUSTOMERS (CONTINUED)
AVERAGE LENGTH OF STAY1

REASON FOR STORING2

Business needs
17
29

6 - 12 months
12

14

< 6 months
2

18

Excess stuff

4

Lifestyle choice

> 12 months

Moving

19

2 - 3 years
21

21

> 3 years

Marriage / divorce
41

2

Renovating
Other

DEMAND PROFILE

‘NEEDS’ DRIVEN PRODUCT

Two significant user groups need the
product for short stays due to ‘life changing
events’ (< 6 months 29%)
and those requiring longer term space
(1 year + 50%)

All tenants initially use self storage due to
a tangible ‘need’. This makes the business
cyclically resilient

1. Listed Portfolio
2. Listed Portfolio – excludes Storage RSA, as at 30 September 2017
STOR-AGE PROPERTY REIT LIMITED
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OUTLOOK
• Focus on short and medium term strategic objectives
– driving occupancy, revenue and cash flow =
earnings and dividends growth
• Growth profile of portfolio and earnings attractive
• Conservative capital structure

• Established, scalable operating platforms in
SA and the UK
• Challenging local economic environment, but self
storage sector fundamentals remain resilient
• Remain a SA focused business

• UK self storage market represents a significant
growth opportunity
• Short to medium term UK asset exposure
approximately 30 to 40%
• Significant portion of underlying earnings protected
through hard currency Rand-hedge
• FY2018 distribution guidance of 11% - 12%1 growth

1. This forecast has not been reported on or reviewed by the auditors
STOR-AGE PROPERTY REIT LIMITED

25

A. Earnings and distribution

ANNEXURES

B. Balance sheet – summarised
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EARNINGS AND DISTRIBUTION

Annexure A

6 Months
30 Sep 2017
Rm
Like-for-like

6 Months
30 Sep 2017
Rm
Acquisitions

6 Months
30 Sep 2017
Rm
Total

6 Months
30 Sep 2016
Rm
Total

Rental income

82.7

27.4

110.1

75.6

Other income

3.9

0.7

4.6

2.9

Total portfolio income

86.6

28.1

114.7

78.5

Direct property costs

(20.1)

(5.4)

(25.5)

(18.8)

66.5

22.7

89.2

59.7

9.3

8.2

(14.0)

(11.6)

NOI

84.5

56.3

Net interest

(5.0)

(0.5)

Fair value adjustments

58.3

(1.3)

Other non-cash items2

(1.8)

(0.8)

Profit for the period

136.0

53.7

Distributable earnings

133.1

55.8

Dividend per share (cents)

47.02

43.04

Net property operating income
Management fees
Administration costs

• Like-for-like growth in rental income
and net property operating income
up 10.2% and 11.6%1
› rate growth of 8.7% and 1.5%
increase in average occupancy
levels
› direct operating costs up c.7%
› growth in net property
operating income reflects
benefit of operational leverage
• Management fees and
administration costs in line with
expectations
› Includes property and asset
management fees
› Increase in administration
costs reflects impact of
acquisitions
• Bad debt at 0.5% of revenue –
consistent with prior periods
• Fair value adjustments includes
mark-to-market gain on £50m FEC
relating to Storage King acquisition
• Dividend per share up 9.25%

1. Excluding rental underpin and license fees
2. Includes depreciation, amortisation, deferred tax and gain on bargain purchase
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BALANCE SHEET – SUMMARISED
30 Sep
2017
Rm

Annexure B

30 Sep
2016
Rm

30 Sep
2017
Rm

30 Sep
2016
Rm

300

133

6

3

306

136

Tenant deposits

13

13

Payables and provisions

42

31

133

56

188

100

1 921

1 381

ASSETS

LIABILITIES

Non-current assets

Non-current liabilities
2 112

1 394

Share purchase scheme loans

125

123

Intangible assets and goodwill

84

82

Other non-current assets

62

1

2 383

1 600

Investment properties

Non-current assets

Current assets
Cash
Receivables and inventory
Current assets

Bank debt
Finance lease
Non-current liabilities
Current liabilities

Shareholders’ distribution

6

6

26

11

Current liabilities

32

17

NET ASSETS
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DISCLAIMER AND CONFIDENTIALITY
This document is strictly confidential and is not for publication or circulation. All information contained herein is strictly confidential and proprietary and may not be
copied, reproduced, communicated, transmitted or distributed, in whole or in part, to any person or entity in any form or for any purpose whatsoever, without the
express prior written consent of Stor-Age Property REIT Ltd (“Stor-Age” or “the Group”).
This document has been prepared by and on behalf of Stor-Age and the document, together with any information herein, is the sole property of Stor-Age, which takes
full responsibility for the information contained herein.
This document may not be relied upon by any recipient for any purpose whatsoever (nor may any person rely on its accuracy or completeness), no representation or
warranty is given herein, and this document does not constitute or form part of any formal proposal or offer or solicitation to sell, or offer for sale or investment, or for
the issue or sale of securities and is presented for discussion purposes only. This document does not (and nor does any part of it) constitute any contract, commitment
or represent any investment proposal or decision and does not constitute a recommendation for the purchase, subscription or investment in any securities. Any
information contained herein is in draft form only and has not been independently verified or audited, and may be subject to change. Stor-Age is under no obligation to
update the recipient to the extent that any information set out herein is incorrect or out of date.
This document may contain certain non-GAAP financial information which has not been reviewed or reported on by the Group’s auditors. The board of directors of
Stor-Age believe that these measures provide valuable additional information in understanding the performance of the Group or the Group’s businesses because they
provide measures used by the Group to assess performance. However, this additional information presented is not uniformly defined by all companies. Accordingly, it
may not be comparable with similarly titled measures and disclosures by other companies. Additionally, although these measures are important in the management of
the business, they should not be viewed in isolation or as replacements for or alternatives to, but rather as complementary to, the comparable GAAP measures.
This document may contain forward looking statements including statements regarding our intent, belief or current expectations with respect to Stor-Age’s businesses
and operations, market conditions, results of operation and financial condition, capital adequacy, specific provisions and risk management practices. Readers are
cautioned not to place undue reliance on these forward looking statements. Stor-Age does not undertake any obligation to publicly release the result of any revisions
to these forward looking statements to reflect events or circumstances after the date hereof to reflect the occurrence of unanticipated events. While due care has
been used in the preparation of forecast information, actual results may vary in a materially positive or negative manner. Forecasts and hypothetical examples are
subject to uncertainty and contingencies outside Stor-Age’s control. Past performance is not a reliable indication of future performance.
Neither Stor-Age, its associated companies, nor their directors, employees, representatives, auditors or advisors may be held responsible for any information contained
herein and they accept no liability whatsoever for any loss, however caused or arising, from any use or possession of this document or any information contained
herein.
By receiving this document, the recipient is deemed to have understood and accepted the above provisions.
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