
28 April 2017

Dear Investor,

We have pleasure in enclosing your copy of the quarterly factsheet for the quarter ending 31 March 2017.

The Fund produced a total return of 1.2% for Q1 2017, compared to the AREF/MSCI All Balanced Funds 
Index of 2.0%. For the last 12 months the Fund produced a total return of 5.5%, against the Index of 3.7%.

3 months 12 months 3 years (pa) 5 years (pa) 10 years (pa)

The Charities Property Fund 1.2% 5.5% 11.3% 9.9% 4.0%

AREF/MSCI All Balanced  
Property Funds Index 2.0% 3.7% 10.2% 8.5% 2.1%

The commercial property market has remained robust throughout the first quarter of 2017. Any uncertainties 
created by the Government exercising Article 50 and calling a snap election has had little impact and it has 
very much been business as usual. 

A lack of supply in the industrial sector continues to sustain rental growth and on the investment side 
competitive bidding for good quality stock from institutional investors and local authorities is continuing to 
drive pricing, in spite of the nine largest retail property funds holding over £3.3 billion in cash. By way of  
example we executed two sales during the quarter, both generated competitive bidding and we achieved 
8.7% ahead of their combined December valuations.

The London investment market has also remained incredibly strong with investor demand continuing to 
outstrip supply. This year the City of London has seen the highest transaction volumes since 2007 and the 
West End market has produced the second highest volumes ever recorded, totalling almost £5.0 billion 
of combined transactions. Three quarters of the buyers were overseas and 60% from the Far East. Nine 
of the 13 deals above £100 million (including The Cheesegrater on Leadenhall Street) were backed by 
overseas money.

Source: Savills Investment Management, AREF/MSCI (March 2017)
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The most exciting event this quarter is that we have taken a surrender of the lease to advertising company 
Havas at our building in Farringdon, EC1, formerly known as Crystal Court. As a result the vacancy rate 
of the Fund has increased from 0.9% to 5.4%. This is a deliberate policy and enables us to take back the 
building, refurbish it, reposition it and deliver a far superior property back into the market in time for the 
opening of Crossrail next year, whereupon the building will offer arguably one of the best office locations 
in London. Tate Hindle Architects have already been appointed. The building has been rebranded as The 
Smithson and three projected images of how the building will look are set out above. This process follows 
on from our success at Chancery Lane, where our refurbishment in 2012 has delivered a fully let building 
and over 50% capital growth after costs. We are confident of securing tenants prior to completion of the 
construction works.

This will result in a short term reduction in income; the May dividend is 1.30 pence per unit, slightly 
lower than previous quarters, but we believe that this will be more than offset later in the year when our 
developments in Greenwich and Bath complete in August and October respectively. This refurbishment will 
help to further drive dividend growth in 2018 once completed. In addition, our vacancy rate remains 43% 
lower than the average of 7.7% (MSCI).

The Fund remains well positioned in 2017 with 110 properties, 237 tenancies, no debt, long leases – which 
are on average 33% longer than the market average (MSCI) – and a high proportion of RPI linked or fixed 
rental increases at review (almost 40% of total rental income). 

Yours sincerely 

Harry de Ferry Foster
Fund Director

The Charities Property Fund is a registered charity, number 1080290
The Manager is Savills Investment Management (UK) Limited (formally Cordea Savills Investment Management Limited), registered in England number 03680998, 
which is authorised and regulated by the Financial Conduct Authority, Number 193863 and is a subsidiary of Savills Investment Management LLP, a limited liability 

partnership registered in England. Savills Investment Management LLP is authorised and regulated by the Financial Conduct Authority, Number 615368  
The registered office of both entities is at 33 Margaret Street, London W1G 0JD.
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Key Points – 31 March 2017
 • Fund size £1.119 billion
 • No debt
 • Well diversified portfolio
 • 110 properties and 237 tenants
 • High yielding (4.8% as at March 2017)
 • Low vacancy rate (5.4% versus MSCI at 7.7%)
 •  Strong covenants (87.0% rated low or negligible risk, compared to 

MSCI at 80.0%)
 •  Allowing for void property, the Fund has a long unexpired average 

lease term of 11.25 years to expiry (10.1 years to break). MSCI: 8.5 
years to expiry (7.6 years to break) on the same basis.

 • 37.8% of income benefits from fixed or index linked rental increases

Applications and Redemptions
£15.6 million (net) of new applications were accepted this quarter.

Cash on deposit is £57 million (5.1%).

Fund Performance

Source: Savills Investment Management, MSCI (March 2017)
Basis: NAV-to-NAV with gross income reinvested
The Charities Property Fund launched in 2000 
Performance is net of fees and expenses

The Fund total return for Q1 2017 was 1.2% compared to 2.0% for the 
AREF/MSCI All Balanced Funds Property Index. Over the last 12 months 
the Fund produced 5.5%, compared to the Index at 3.7%.

Over the last three years the Fund has returned 11.3% per annum, 
compared to the Index of 10.2% per annum. Over five years the Fund has 
returned 9.9% per annum, compared to the Index at 8.5% per annum.

Purchases
We have acquired the freehold interest in International House, 
Brighton for a price of £11.2 million, reflecting a yield to the Fund of 
6.5%. The overall rent is low at £17 per sq ft on average and the price 
reflects a capital value of only £270 per sq ft. The property provides 
41,589 sq ft, benefits from 22 car parking spaces and lies immediately 
adjacent to Brighton railway station. Brighton has recently been voted 
Number One in Property Weeks Hot 100 Office Index for 2017. 
Bristol, where the Fund has also recently acquired an office, is fifth on 
the list.

This follows our strategy of targeting popular, supply constrained 
locations, where rents are low and significant office space has been 
lost to residential use under permitted development.

The second acquisition was the freehold interest in the House of 
Fraser in Chichester for a price of £13.4 million. The property 

CPF Portfolio March 2017 Geographical Weightings

Fund Objectives
The Charities Property Fund is the original and largest tax efficient pooled property vehicle available to all charities in the UK (including Scotland 
and Northern Ireland). It is a Common Investment Fund regulated by the Charity Commission. The Fund’s objective is to invest in property 
throughout the UK to provide a balanced portfolio to deliver a high and secure level of income and to maintain the capital value of assets held.

Source: Savills Investment Management, March 2017 Source: Savills Investment Management, March 2017
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Chichester

comprises the only department store in Chichester and is situated 
in a prime trading position in the city centre. The store has recently 
been refurbished by the tenant and extends to 69,313 sq ft. The lease 
has an unexpired term of in excess of 22 years with five-yearly rent 
reviews. The price reflects a net initial yield of 5.5% to the Fund and 
a capital value of approximately £193 per sq ft. This asset also has 
extensive retail frontage and occupies an excellent position opposite 
the Cathedral. It is a very attractive building and offers a number of 
opportunities for alternative uses in the future.

This follows the recent sale of two smaller high street retail 
investments in Chichester, let to WH Smith and Oasis at a combined  
yield of 3.88% - a record low. We have effectively reinvested the 
proceeds but at a yield 35% higher, with the benefit of a much longer 
lease and the added benefit of a capital value per sq ft 75% cheaper, 
reflecting the very low rent being paid by House of Fraser. 
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Fund Information (as at 31 March 2017) 10 Largest Assets

Launch date September 2000

Fund size £1.119 billion

No of investors 1,900

Historic distribution yield 4.7%*

Prospective distribution yield 4.8%**

Fund costs (TER) 0.54% per annum

Unit price NAV - 119.90 pence

Bid - 118.56 pence

Offer - 121.70 pence

Bid/Offer spread 2.5%***

SEDOL 0208075

Next distribution date 15 May 2017

Last distribution payment 1.45p per unit

Next dealing date 30 June 2017#

* Based on the last four distributions declared divided by the current NAV
** Based on the next four estimated distributions divided by the current NAV
*** Assuming Fund fully invested
#  Applications must be received on the 15th day of the month in which the Valuation Date falls (or 

if that is not a Business Day the preceding Business Day) for dealing on the next Dealing Date

London SE7 - Brocklebank Retail Park, Greenwich 4.6%*

Mansfield - Tesco Store, Chesterfield Rd 4.3%

London EC1 - 6/9 Briset Street, Farringdon 4.0%

Barnet - Sainsbury’s, East Barnet Road 3.5%

London WC2 - 90 Chancery Lane, Midtown 3.0%

Brighton - Jurys Inn Hotel, Stroudley Road 2.9%

Redditch - iForce, Ravensbank Business Park 2.2%

Cambridge - Travelodge, Newmarket Road 2.2%

London E1 - 122 Back Church Lane, Whitechapel 2.0%

London EC2 - Rivington House, Shoreditch 1.8%

Total 30.5%
* Based on completed value

Sales
We have sold two office buildings this quarter in Wolverhampton 
and Edinburgh. Wolverhampton was acquired in 2009 as part of an 
in specie portfolio for £1 million, reflecting a net initial yield of 12.4%. 
We took a surrender of the lease two years later and immediately 
relet to ADAS Limited after taking a large cash premium from the 
previous occupier, Carillion. The occupational lease is coming to an 
end and we explored the possibility of either letting or selling the 
asset. We have now exchanged contracts to sell at a price of £1.375 
million to an owner occupier, which reflects a 53% premium to the 
December 2016 valuation. Whilst small, this asset has delivered an 
18.2% IRR over the 7.5 year hold period.

Contact Information

For Property enquiries: Harry de Ferry Foster 
For Investor Relations enquiries: Amy Joslin

The Charities Property Fund 
Savills Investment Management 
33 Margaret Street 
London W1G 0JD 
cpfadmin@savillsim.com  
Tel: 020 3107 5439 
Fax: 0845 409 1281

Further information can be found about the Fund 
at our dedicated website: www.cpfund.co.uk

Important Notice

This Report is issued by Savills Investment Management (UK) Limited, registered in England number 3680998, which is authorised and 
regulated by the Financial Conduct Authority, Number 193863, and is a subsidiary of Savills Investment Management LLP, a limited liability 
partnership registered in England. Savills Investment Management LLP is authorised and regulated by the Financial Conduct Authority, Number 
615368. The registered office of both entities is at 33 Margaret Street, London W1G 0JD. The Charities Property Fund is a registered charity, 
number 1080290. Property is not a financial Instrument defined by the Market in Financial Instrument Directive under European regulation; 
consequently, the directive investment into and the management of property is not regulated by the Financial Conduct Authority.

This document is provided for information purposes only and may not be reproduced in any form without the express permission of Savills 
Investment Management. The opinions expressed here represent the views of the fund managers at the time of preparation and should not be 
interpreted as investment advice. This report is aimed at existing investors in the Fund but it may also be distributed to prospective investors.

The value of property is generally a matter of a valuer’s opinion rather than fact. Please remember that past performance is not necessarily 
a guide to future performance. The value of an investment and the income from it can fall as well as rise and investors may not get back the 
amount originally invested. Taxation levels, bases and (if relevant) reliefs can change. Changes in the rates of exchange between currencies 
may also cause the value of your investment, or the income from it, to fluctuate. Property can be difficult to sell and it may be difficult to 
realise your investment when you want to.

The second sale was an office building in Edinburgh. We have been 
looking to reduce our exposure to Scotland due to the uncertainty 
caused by the continuing independence debate and we have managed 
to execute a sale, just before The First Minister announced a push 
for a second referendum. We had fully let the property, which had 
proved challenging, and this was the first time full occupancy had been 
achieved since 2012. Whilst we do like some aspects of the central 
Edinburgh office market, this location close to the Parliament has 
held it back and we felt this was an opportune time to exit. The price 
achieved of £8.3 million, reflected a yield of 7.1% and was £300,000 
ahead of the December 2016 valuation. The two sales combined 
reflected an 8.7% premium to their December valuations. 

Wolverhampton Edinburgh

 Jury's Hotel Management (UK) Limited (surety: Vesway Limited) 5.1%

Tesco Stores Limited (surety: Tesco plc) 4.4%

Travelodge Hotels Limited 3.5%

Sytner Properties Limited (surety: Sytner Group Limited) 3.2%

Sainsbury’s Supermarkets Limited (surety: Sainsbury’s plc) 3.1%

Total 19.3%

Five Largest Tenants 

Source: Savills Investment Management, March 2017
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