
3 May 2016

Dear Investor

We have pleasure in enclosing your copy of the Charities Property Fund’s quarterly factsheet for the 
quarter ending 31 March 2016. This factsheet is a slightly extended edition to cover the impact of the EU 
referendum in June and the increase in Stamp Duty Land Tax (SDLT), effective from 1 April 2016.

Three purchases were completed during Q1, comprising total investment of £40.0 million at a combined 
yield of 5.1% and four sales, realising over £10 million.

The Fund produced a total return of 2.0% for Q1 2016, significantly ahead of the MSCI All Balanced Funds 
Index of 1.1%, and for the last 12 months the Fund produced a total return of 12.6%, compared to the 
Index of 10.6%.

Q1 12 months 3 years (pa) 5 years (pa) 10 years (pa)

The Charities Property Fund 2.0% 12.6% 13.7% 10.2% 5.1%

MSCI All Balanced Funds Index 1.1% 10.6% 13.0% 8.8% 3.3%

It has been a muted first quarter, with the commercial real estate markets subdued in the face of general 
negativity about the global economy and weakness in world stock indices, twinned with the forthcoming 
referendum on EU membership. On top of this, the recent increase in SDLT on commercial property and the 
crackdown on residential buy-to-let investment (both increasing SDLT for existing owners when acquiring 
additional properties and reducing the benefit of mortgage interest relief) has further dampened demand. 
There are also some areas of the market looking fully priced, with values having risen significantly in the core 
City and West End of London in particular, plus there is still weakness evident on the high street.

The Charities Property Fund is a charity and therefore does not pay SDLT, but it has not been immune to 
the rise in duty. The effective increase in tax from 4% to 5% does affect all UK property valuations as the 
majority of buyers have non charitable status. Therefore, if we were to sell assets the likely buyer would 
incur the higher tax and therefore this reduces the price they would pay. So like all commercial property 
owners, our independent valuer, Cushman & Wakefield, has levied a 1% reduction on the value of our held 
assets to reflect this. However, the increase now makes the Fund more competitive as the advantage of not 
paying the increased tax on acquisitions is even greater. 
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Against this fall in sentiment, we remain very confident in the way that the Fund is positioned. We believe 
some of this negativity is overblown, particularly at the higher quality end of the market (which is where we 
believe the Fund sits) – simply a focus on the right sectors and assets remains all important. The current 
cautious climate will likely benefit us and punish those with shorter leases and higher vacancy levels. 

On top of which, once the uncertainty of the EU Referendum is resolved, the markets may recover quickly 
due to the very high income still being delivered by commercial property (the next dividend payable by the 
Fund will be 1.41 pence per unit, up from 1.34 pence last quarter and 1.28 pence the previous quarter). In 
addition, the Fund is proving robust, with the March 2016 unit price increasing 0.75% over the last three 
months (compared to the wider commercial property market where values actually fell), despite having 
absorbed the 1% rise in SDLT. The average lease length remains long at almost 12 years, making it easier for 
us to ride out short term volatility and a third of our leases are index linked (or benefit from fixed rental 
uplifts) guaranteeing some growth, which may become even more valuable as and when inflation picks up. 

The vacancy rate remains low at only 1.2% and this is set to fall further with lettings in solicitors hands 
(MSCI: 10.0%, February 2016).

We remain confident that we can offer stable and secure returns in line with the Fund objectives, with the 
majority of the return handed back to investors in dividends. 

Yours sincerely

 

Harry de Ferry Foster
Fund Director
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Key Points
 • Fund size £1,067 million
 • Well diversified
 • 115 properties and 236 tenants
 • High yielding (4.8% as at March 2016)
 • Low vacancy rate (1.2% versus MSCI at 10.0%)
 • No gearing
 •  Strong covenants compared to MSCI (82.0% rated low or negligible 

risk, compared to MSCI at 78.0%)
 •  Allowing for void property, the Fund has a long unexpired average 

lease term of 11.75 years to expiry (10.25 years to break). MSCI: 10.6 
years to expiry (9.6 years to break) on the same basis.

 • 33.3% of income benefits from fixed or index linked rental increases

Applications and Redemptions
£4.4 million (net) of new applications were accepted this quarter.  
Cash on deposit is £20.3 million (1.9%).

Fund Performance

Source: Savills Investment Management, MSCI (March 2016)
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 2016 was 2.0% compared to 1.1% for the 
MSCI All Balanced Funds Property Index. Over the last 12 months the Fund 
Produced 12.6%, compared to the Index at 10.6%. 

Over the last three years the Fund has returned 13.7% per annum, 
compared to the Index of 13.0% per annum. Over five years the Fund has 
returned 10.2% per annum, compared to the Index at 8.8% per annum.

Purchases
There have been three purchases this quarter, two fringe London office buildings and an industrial unit in Normanton. The purchases totalled £40.0 
million and the average yield to the Fund was 5.1%. The combined average unexpired lease term for these assets was just over 10 years.

CPF Portfolio March 2016 Covenant Quality

The largest acquisition comprised a recently completed Grade 
A, Office building on Back Church Lane, close to Aldgate. The 
building has been let to The British Diabetic Association on two new 
10 year leases at a combined rent of £1.126 million per annum. The 
purchase price of £22.4 million reflected a yield to the Fund of 5.0%. 
The building benefits from flexible floorplates, excellent natural light, 
two roof terraces and a BREEAM Excellent rating. The new Crossrail 
station at Whitechapel will be within a short walking distance.

The second acquisition was the completion of the forward funding 
refurbishment of a Victorian piano factory in Kentish Town in 
February for a total of £15.0m, also reflecting a yield of 5.0%.  

The entire building has been let on a new 10 year lease to Marketing 
VF Limited.

The final acquisition was an industrial unit located in Normanton, 
south of Leeds. The property comprises a brand new unit let to PNS 
(UK) Limited on a new 15 year lease with five yearly rent reviews to 
the RPI Index. The price of just over £3.0 million reflected a yield to the 
Fund of 6.25%. This is the fourth unit we have acquired in this premium 
industrial park and helps to build critical mass in a strong location. 

All three acquisitions are newly constructed and benefit from new 
leases let off low rents with good prospects for growth.

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. It aims to provide a high and secure level of income and to maintain the capital value of assets held.

Source: Savills Investment Management, March 2016 Source: MSCI & Savills Investment Management, March 2016
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Fund Information (as at 31 March 2016) 10 Largest Assets

Launch date September 2000

Fund size £1,067 million

No of investors 1,896

Historic distribution yield 4.52%*

Prospective distribution yield 4.8%**

Fund costs (TER) 0.56% per annum

Unit price Bid - 117.77 pence

Offer - 121.01 pence

NAV - 119.15 pence

Bid/Offer spread 2.5%***

SEDOL 0208075

Next distribution date 15 May 2016

Last distribution payment 1.34p per unit

Next dealing date 30 June 2016#

* 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 5.0%*

Mansfield - Tesco Store, Chesterfield Rd 4.7%

London EC1 - Crystal Court, 6/9 Briset Street 4.7%

Barnet - Sainsbury’s, 66 East Barnet Road 3.8%

London WC2 - 90 Chancery Lane 3.1%

Brighton - Jurys Inn Hotel, Stroudley Road 3.0%

Bristol, Nailsea - Tesco Superstore, Stock Way North 2.4%

Cambridge - Travelodge, Newmarket Road 2.3%

London E1 - 122 Back Church Lane, Whitechapel 2.1%

Redditch - John Lewis, Ravensbank Business Park 2.1%

Total 33.2%

* Based on completed value
Source: Savills Investment Management, March 2016

Asset Management
We have been successful in our application to convert two floors 
of vacant offices into a hotel in Bath. We are very excited about 
this project as initially the City Council indicated they would 
refuse consent due to the loss of employment use. However we 
successfully applied for a change of use to residential under permitted 
development and subsequently resubmitted the original planning 
application whereupon we were successful in gaining permission for 
hotel use.

When we initially acquired the asset in 2012 the offices only had three 
years remaining on their lease at a rent of £245,000 per annum. Two 
years later we negotiated a surrender of this lease and the tenant paid 
us a years rent in lieu of dilapidations. 

We are now in advanced negotiations to sign a new 25 year lease with 
Travelodge at a rent of £445,000 per annum, an 82% increase. The 
building was acquired for £6.9 million, reflecting a yield of 8.75% and 
we expect the completed value to be close to £15.0 million.

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.

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.

Sales
There have been four sales this quarter totalling £10.0 million, reflecting 
a yield of 6.7%. They comprised industrial units in Biggleswade, 
Newmarket and Taunton and an office building in Milton Keynes. 
Milton Keynes was acquired in December 2014 as part of the Beam 
Portfolio for a price of £5.77 million. It was sold in February 2016 for 
£7.23 million, reflecting a yield of 7.0%, significantly ahead of the last 
Independent Valuation of £6.73 million. This reflected capital growth of 
25% in 15 months and a 7.4% premium to the latest valuation. 

It is the third successful sale from the Beam Portfolio which formed 
part of the strategy at purchase. 

The three industrial units were all small opportunistic sales and 
together totalled £3.17 million. This fits in with our strategy of 
disposing of small non core assets when premium prices can be 
achieved. The largest asset was in Taunton which sold to Legal & 
General for a price of £1.33 million, reflecting a yield of 6.24%, having 
been acquired as part of a portfolio in December 2009 for £825,000. It 
has produced an IRR of 20.9% per annum since purchase.

Milton KeynesBath
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