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Fund Highlights
Penny Ransom, IOF Fund Manager



Fund Highlights
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1. (Change in NTA + total distributions declared) / opening NTA for the relevant period.
2. Total return based on movement in portfolio book value to 30 June 2018 plus portfolio net income over the same period, as a p ercentage of total book value. 
3. On executed deals, excluding Heads of Agreement.
4. Subject to assurance.
5. Global Real Estate Sustainability Benchmark.

Å18.4% 12 month Return on Equity 1

Å15.9% 12 month Portfolio Return 2

Å2.4% pa compound average distribution growth 
since Jun 13 

PERFORMANCE

ÅBarrack Place nearing completion and 84%3 leased

ÅANZ renewed over 68% of office NLA at 347 Kent St

Å388 George St refurbishment approaching with IAG 
expiry in Oct 18

ÅMANUFACTURING CORE 
ASSETS

Å23% gearing

ÅAccretive 2.5% buy-back of IOF units

Å4.0% cost of debt 

CAPITAL MANAGEMENT

Å76% of FY18 expiry retained

ÅFY19 expiry reduced from 25.0% to 18.2% 3

ÅStable occupancy of 97% and WALE of 4.9 years

ACTIVE ASSET MANAGEMENT

ÅConditional terms agreed for the sale of 836 
Wellington St post renewal to the Federal 
Government to 2027 for $91.3m

Å20% premium to Dec 17 book value

ÅTRANSACTIONS

Å8%4 reduction in carbon emissions

ÅTop 2% GRESB5 position 

ÅInaugural stakeholder ESG briefing 

CORPORATE RESPONSIBILITY 
AND SUSTAINABILITY  



Year in Review

Å FFO up 0.8% supported by a 3.6% increase in like-for-like FFO portfolio performance driven by the Sydney, 
North Sydney and Melbourne markets, offset by the impact of two asset sales in early 2017

Å FFO on a per unit basis increased by 3.0% supported by the buy-back of units in the first half of the year

Å Statutory Net Profit of $521.6m supported by $399.2m of valuation uplifts

Å Gearing of 23.0% provides capacity to fund development and refurbishment projects

Å NTA increased by 14.2% to $5.47 per unit due primarily to property revaluations 

Profit and Loss 30 June 2018 30 June 2017 Change

FFO1 $184.0m $182.6m 0.8%

FFO per unit 30.6c 29.7c 3.0%

Distributions per unit 20.3c 20.2c 0.5%

Statutory Net Profit $521.6m $471.6m 10.6%

- Core Property Revaluations2 $399.2m $356.6m 11.9%

Balance Sheet 30 June 2018 30 June 2017 Change

Gearing (look-through) 23.0% 21.4% 160bps

NTA per unit $5.47 $4.79 14.2%

5

1. Property Council Funds from Operations defined as IOFôs underlying and recurring earnings from its operations, determined by adjusting statutory net profit (under Australian equivalent to 
the International Financial Reporting Standards) for non-cash and other items such as the amortisation of tenant incentives and rent free periods, fair value gains / losses on investment 
property, fair value gains / losses on the mark to market of derivatives, the straight -lining of rent, non -FFO deferred tax benefits and expenses, foreign currency translation reserves 
recognised in net profit, and any other unrealised or one -off items.

2. Excludes the impact of straight-lining.



Valuation Uplift Driven by Sydney Portfolio  

Å Entire portfolio independently valued in May 18

Å $399.2m (10.5% ) uplift in book value over FY18:

$80.8m uplift in Dec 17 (5 assets)

$316.1m uplift in May 18 (20 assets)

$2.3m in Jun 18 additional uplift from 

conditional agreement to sell 836 Wellington St

Å Key drivers of full year uplift include: 

ï Sydney valuation uplift of 16.0% (11.0% excl. 

151 Clarence St) driven by active asset 

management, effective rental growth and 

capitalisation rate compression

ï 151 Clarence St (66.2% ), 6 OôConnell St 

(21.4% ) and 347 Kent St (18.6% ) 

experienced the largest increases 

ï 64% of uplift over FY18 was due to asset 

management initiatives and positive leasing 

fundamentals 

ï Portfolio weighted average capitalisation rate 

(WACR) decreased 26bps over FY18 from 5.74% 

to 5.48% at Jun 18 (17bps since Dec 17)
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FY18 Independent Valuation Drivers

Cap Rate Asset Mgmt / Market Fundamentals

Total IOF 
Portfolio

30 June 2018 30 Jun 2017

Cap Rate Disc Rate Cap Rate Disc Rate

Sydney 5.09% 6.62% 5.41% 6.88%

North Sydney 5.78% 6.91% 6.03% 7.16%

Melbourne 5.00% 6.56% 5.00% 6.75%

Brisbane 6.36% 7.19% 6.77% 7.49%

Perth 6.78% 7.21% 6.96% 7.73%

Canberra 5.85% 7.50% 5.85% 7.50%

Weighted Avg 5.48% 6.79% 5.74% 7.05%

Movement in Capitalisation and Discount Rates  



Sale of 836 Wellington Street, Perth
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Å Conditional agreement for the sale of 836 
Wellington St, Perth, announced Jul 18

Å $91.3m sale value reflects 20% premium to 
Dec 17 book value and a 2.6% premium to recent 
May 18 valuation

Å Sale represents net passing yield of 5.6% and 
market capitalisation rate of 6.25%

836 Wellington Street, West Perth

ÅFollows recent long term lease renewal to Federal 
Government to February 2027 

ÅIn line with the Fundôs strategy to focus on core CBD 
assets and takes advantage of strong capital markets

ÅSettlement anticipated Oct 18



Capital Management 

Å Gearing of 23% supports anticipated 
future capital expenditure 
(target range 25% to 35%)

Å Increased hedging to upper end of target 
band (50% to 80%)

Å Repayment of $125m A$MTN and $66m 
bank debt

Å $300m of new bank debt facilities

Å On-market buy-back of 2.5% of units
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Debt Maturity Profile as at 30 June 2018 ($m)

MTN USPP ($A) Drawn Bank Debt Undrawn Bank Debt

Key Indicators 30 June 2018 30 June 2017

Drawn debt1 $1,008m $826m

Gearing2 23.0% 21.4%

Weighted average debt cost 4.0% 4.1%

Weighted average debt maturity 4.4yrs 4.7yrs

Weighted average debt hedged 77.9% 50.1%

Interest cover ratio 4.9x 4.8x

S&P credit rating BBB+ BBB+

1. Calculated using the foreign exchange hedge rate of the US Private Placements (USPP).
2. Calculated on a look-through basis, see Appendices.  8



Property Portfolio Update
Nicole Quagliata, IOF Assistant Fund Manager
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Total Returns

Å 15.9% one-year portfolio total return 1

Å Strategic asset management and market fundamentals driving returns

1. Total return based on movement in portfolio book value plus portfolio net income over 12 months to 30 June 2018, as a percent age of total book value. 10



Portfolio Overview

Å Stable portfolio occupancy of 97% and WALE of 4.9 years

Å NPI lower due to full year impact of two asset sales in early 2017 

Å Like-for-like portfolio NPI growth of 2.1% influenced by:

ï 3.0% like-for-like NPI growth in Sydney and 4.2% like -for-like NPI growth in North Sydney 

ï Incentive amortisation on 140 Creek St and 836 Wellington St coming off a zero base (excluding these 

assets like-for-like portfolio NPI growth was 3.3%)

Å Face rent growth of -3.3% impacted by the over -rented 347 Kent St (10.9% excluding 347 Kent St)

Net Property Income (NPI) $197.8m $201.2m

Effective like-for-like NPI growth 2.1% 4.7%

Leased 61,425sqm 116,805sqm

Tenant retention 76% 85%

Face rent growth (on leasing deals completed) -3.3% -1.4%

Face rent growth (excl. ANZ renewal) 10.9% n/a

Weighted average incentive (renewal / new) 23% (23% / 22%) 18% (17% / 25%)
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30 June 2018 30 June 2017

Occupancy (by income) 97% 97%

Weighted average lease expiry (WALE) 4.9 years 5.1 years

Average passing face rent $690psm $661psm



Leasing Overview

Å 61,425sqm1 of leasing completed

Å Commitment by four major tenants accounting for 
65% of income:

ï ANZ renewal at 347 Kent St provides 
commitment to 68% of office NLA

ï Pfizer and Mills Oakley at Barrack Place with 
combined effective rents 12% above Apr 17 
valuation 

ï Nokia commitment to 4,880sqm at 111 Pacific 
Highway resulting in 1 month of downtime 
between tenants and 16% face rent increase  

Å Above leasing activity has substantially de-risked 
FY19 exposures

Å Early progress at 388 George St with non-binding 
Heads of Agreement over 8,024sqm (22% of office 
NLA), anticipated to benefit FFO from FY21

121. Excluding Heads of Agreement.

Barrack Place Artist Impression



Sydney/North Sydney Portfolio Leasing

Å 47,857sqm1 of leasing in Sydney and North Sydney comprising  
78% of total portfolio leasing

Å Significant activity in <500sqm market (68% of total leasing by 
number), particularly 6 OôConnell St, 126 Phillip St and 111 
Pacific Hwy  

Å Largest leasing deals contributing greatest share of income 
(76% over 4,500sqm)

Å -3.0% average face rent growth (16% excluding 347 Kent St)

Å Premium incentives have tightened and A & B grade incentives 
have stabilised
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1. Excluding Heads of Agreement.



Lease Expiry Profile (by Income)
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Sydney/North Sydney

25.0% ( Jun 17)

Å FY19 expiry reduced by 6.8%1 over FY18, driven by ANZ renewal at 347 Kent St

Å 83% of expiries over next two years in Sydney/North Sydney markets

Å 8% FY19 expiry excluding 347 Kent St and 388 George St   

1. Excluding Heads of Agreement.



Responsible Investment 

151. From April 2017 to March 2018. Figures subject to assurance.
2. Global Real Estate Sustainability Benchmark (GRESB).
3. Science Based Target.

ÅReduction in carbon emissions intensity and electricity consumption of   
8% and 8% respectively 1, equates to savings of >$450,000

ÅGRESB2 top 2% global respondents 

ÅMaintained Green Bond compliance headroom

Progress on Net Zero

by 2040

ÅTenant Sustainability Toolkit and High Performance Lease

ÅInaugural Investor ESG Briefing

ÅInitiated Task Force on Climate Related Financial Disclosure (TCFD) 
key material risk response

Stakeholder Engagement 
Focus 



Development and 
Refurbishment Update
Nicole Quagliata, IOF Assistant Fund Manager



Barrack Place, 151 Clarence Street, Sydney
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Project

Å84%1 leased with a 9.6 year WALE

Å51% project IRR to 30 Jun 18

ÅCirca 8% yield on cost2

Cost

ÅCirca $130 million total cost excluding 
incentives

Å$31 million remaining to complete

Timing

ÅCompletion anticipated Oct 18

Clarence Street Entry3

Terrace Courtyard3

1. On executed leases, excluding Heads of Agreement.
2. Forecast net income once fully leased over total cost (including incentives).
3. Artist impression. 

Circa 22,000sqm Prime Office Development 



347 Kent Street, Sydney
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Project

Å68% leased to ANZ for a further 5 years

Å6.5% yield on cost 1

Cost

Å$40-45 million capital spend 
(excluding incentives) 

Timing

ÅLift refurbishment well underway 

Å9-12 months to complete from Jan 19

Kent Street Entry2

New lobby / café2

1. Forecast net income once fully leased over total cost (including incentives). 
2. Artist impression.

Circa 26,000sqm Prime Office Refurbishment 


