
1 

      

DAIWA PAN ASIA REIT DAY - TOKYO  \\  SEPTEMBER 2016 

 

                  

      

Daiwa Pan Asia REIT Day - Tokyo  

ASX:FET 

FOLKESTONE 

EDUCATION TRUST 

September 2016 



DAIWA PAN ASIA REIT DAY - TOKYO \\  SEPTEMBER 2016 

Nick Anagnostou 

Chief Executive Officer 

Travis Butcher 

Chief Financial Officer 

Features & Highlights 3 

Investment Proposition 4 

Portfolio 5 

Childcare Market in Australia 8 

What Makes FET Different to 

Other A-REITs 

12 

Full Year Performance Review 13 

Operational Performance 20 

Childcare Market 27 

Outlook 29 

Appendices 31 

Directory 40 

CONTENTS 



3 

      

DAIWA PAN ASIA REIT DAY - TOKYO  \\  SEPTEMBER 2016 

 

FEATURES & HIGHLIGHTS 

Market Position 

ÅExternally managed ASX Listed Real Estate Investment Trust specialising in early learning centres 

Å394 assets across Australia & New Zealand with gross asset value of A$717.8m 

ÅS&P/ASX 300 Index member with market capitalisation over A$700m 

Lease / Income Structure 

ÅNet effective, incentive free, land rich property trust that pays quarterly distributions  

ÅTriple net leases means minimal leakage to capex 

Real Estate Market 

ÅAustralian market continues to strengthen with early learning centres now recognised as key asset class 

Å99.5% occupancy with a WALE of 8.2 years  

FETôs Performance 

ÅFET has consistently outperformed the S&P/ASX300 A-REIT Accumulation Index across 1, 3, 5 and 10 year categories, ranking 

FET 1st over 5 years and 10 years and within the top 5 in each other timeframe1 

1 UBS Australian REIT Monthly ï June 2016 
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ÅASX 300 A-REIT  

ÅNo. 1 A-REIT over 10 Years  

ÅPredictable Income 

ÅQuarterly Distributions 

Å 99.5% Occupancy 

ÅStrong Operator Demand 

ÅZero Incentives 

ÅMinimal CAPEX 

ÅNet Effective Income 

Å 5 Year Notice Periods to  

Exercise Options  

ÅHigh Alternate Use Values 

ÅGeographic Diversity - Eastern 

Seaboard Weighting 

Increasing participation rate and 

demand for childcare services 

CHILDCARE  

ATTRIBUTES 

PROPERTY  

ATTRIBUTES 

Government recognition of industry 

importance through increased 

funding 

No substitute for formal childcare. 

Increasing industry standards 

Imperative of childcare and 

resultant social and economic 

benefits 

    INVESTMENT PROPOSITION 

Strong industry conditions  

for operators 

Industry growth allows for real 

estate development profits 

Land rich nature provides a  

second value driver 

15 year initial lease terms, typically 

triple net leases with annual rent 

reviews 

Predominantly residential 

underlying land use in high demand 

locations 

Operator goodwill, dependent upon 

lease tenure, provides  

long WALE (8.2 years) 
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PORTFOLIO 

As at 30 June 

2016 
No. 

Value  

($m) 

% of Total 

Assets 

Passing 

Yield (%) 

ACT/NSW 76    156.7 21.8 6.7 

QLD 131 238.0 33.2 7.4 

VIC 57 130.7 18.2 6.6 

SA 18 24.7 3.4 7.9 

WA 15 27.2 3.8 7.5 

TAS/NT 4 7.1 1.0 7.4 

New Zealand 51 61.8 8.6 7.2 

Total Freehold 352 646.2 90.0 7.0 

Leasehold 33 27.8 3.9 13.7 

Total Operating 385 674.0 93.9 7.3 

Developments 8 32.4 4.5 

Medical 1 11.4 1.6 6.3 

Total 394 717.8 100 7.3 

Å 394 properties, triple net leases, net effective rents 

Å Land rich ï 88.4 ha of land (including 9.6 ha in NZ) 

ÅEnhanced tenant register ï 29 tenants and growing 

Å 7.0% passing freehold yield 

Å Folkestone CIB Units and Melton Medical Centre were 

acquired as part of the FST acquisition in January 2015 

As at 30 June 

2016 

Value 

($m) 

% of 

Total 

Assets 

Description 

Folkestone CIB 

Units 
10.7 1.4 

15% ownership of a wholesale 

trust that owns 9 police stations 

and 2 courthouses leased to the 

Victorian government 

Arena REIT Units 20.6 2.7 
4.5% interest in ARF which 

invests predominantly in 

childcare 

Total 31.3 4.1 
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ÅTriple net leases ï all outgoings including structural repairs, 

general repairs and maintenance, rates, taxes, insurance 

and property management expenses are met by the tenant;  

ÅTenant required to redecorate/refurbish the centre once 

every 5 years as directed by FET (acting reasonably) 

Å Typical lease term from commencement; 15 years plus two 

5 year options with each option having a 5 year notice 

period regarding option take-up by tenants 

ÅRental growth indexed annually to CPI with a market review 

at year 11 

PORTFOLIO ï LEASES 

LEASE EXPIRY PROFILE  BY % OF ANNUAL RENT:  2017 ï 2057*  

 

ANNUAL RENT REVIEW PROFILE BY % OF RENT** 

*As at 30 June 2016 ** Excludes current development sites 

 

TENANT PROFILE BY % OF ANNUAL RENT: JUNE 2016  
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PORTFOLIO ï GEOGRAPHICAL DIVERSIFICATION 

Australia - Location No % 

Metropolitan 78 22.8 

Outer Metropolitan 114 33.2 

Major Regional 81 23.6 

Regional 70 20.4 

Total 343 100 

New Zealand - Location 

Metropolitan 24 47.0 

Major Regional 18 35.3 

Regional 6 11.8 

Rural 3 5.9 

Total 51 100 

Total Portfolio2 394 

1 Includes Melton Medical Centre 
2 Includes development sites 

 

 

 

WA - 15 

NT - 2 

QLD - 137 

SA - 25 

NSW/ACT -  92 

VIC ï 691 

TAS - 2 

Nth Island - 35 

South Island - 16 
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CHILDCARE MARKET IN AUSTRALIA  

Å6,723 long day care centres as at June 2015 (LDC) in 

Australia1, an increase of 1.8% since the June 20141  

ÅFor profit sector continues to grow market share ï now 67% 

ÅFor the June 2015 quarter, 1.2m children attended 

approved child care, up 5.4% since the June quarter 20141  

ÅAustraliaôs largest operator, Goodstart Early Learning has  

a 9.6%2 market share followed by G8 Education Limited 

with  a 7.3%3 market share 

 

 

 

1 Department of Education and Training Administrative Data 
2 Goodstart June 2015 Annual Report 
3 G8 June 2015 Annual Report 
4  Productivity Commission Inquiry Report October 2014 

 

LONG DAY CARE OPERATORS BY TYPE: OCTOBER 20144  

CHILDREN USING CHILDCARE, JUNE 2015 QUARTER1 KEY LONG DAY CARE LANDLORDS:  JUNE 20151  
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CHILDCARE MARKET IN AUSTRALIA ï CONTINUED DEMAND 

éIs leading to sustained & growing 

CHILDCARE DEMAND 

Increasing Participation Rate  
for Childcare 

Up 4.3% over  
past 5 years 

Dual  
Income 
Families 

48% of all 
families with 

children 
under 12 

Cost of 
Living 

Up 6.4% 
over past 5 

years 

National 
Quality 

Framework  

Improving 
Standards & 

Learning 
Outcomes 

Continued 
Government 

Support 

Additional 
$3.5 billion 

funding 
package 

announced 

Continued 
Population Growth 

Avg. of 350,000  
new residents p.a  
over past 5 years 

Net  
Overseas 
Migration 

54% 

Natural 
Population 

Growth 

46% 

 

Who 

Å 1.85 million children 
aged 0 to 5 years 

Å 7.2 million families 

 

 

Childcare in 
Australia  

is vital to the 
economy  
through.. 

VRemoving barriers to 
entry to employment & 

increasing the size of the 
labour pool 

V Positively contributing to 
economic growth 

V Providing long  
term net savings  
to Government 

 

 

Source: ABS, Early Childhood and Child Care Summary June Quarter 2011-15, Folkestone 
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FET forecast 

~60,000 more 

children 

utilising LDC 

by 20201 

Higher 

demand for 

centres in high 

population 

growth 

locations  

New centres 

required in 

under supplied 

locations  

CHILDCARE MARKET IN AUSTRALIA  - CONTINUED DEMAND 

1Population forecast based on ABS Population Projections 

Source: Population Projections Australia 3222.0 ABS, Early Childhood and Child Care Summary June Quarter 2011-15, Folkestone 
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35% Participation 37.5% Participation 40% Participation Actual

FET TO CONTINUE UTILISING DEMOGRAPHICS TO IDENTIFY HIGH SUCCESS LOCATIONS 

NUMBER OF CHILDREN FORECAST TO UTILISE LDC: JUNE 2010 ï JUNE 2030 

Childcare 

Demand is 

isolated to 

small 

catchments of 

~1km radius 

Itôs the 

customers, not 

the tenants 

who dictate 

location, unlike 

commercial 

space 

Over / under 

supply is 

isolated. The 

órippleô effect of 

over supply is 

limited  
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CHILDCARE MARKET IN AUSTRALIA - GOVERNMENT FUNDING  

1. Economic impacts of the proposed Child Care Subsidy, PWC, February 2016 

OUT-OF-POCKET COSTS FOR 1 CHILD IN LDC BEFORE & AFTER GOVERNMENT 

SUBSIDIES: MARCH QUARTER 2015 

ÅFrom July 2018, the Child Care Subsidy will replace the Child Care Benefit and the Child Care Rebate with a single, means-tested 

payment to better support families with access to affordable childcare 

Å Increased funding of $3.5 billion to be committed by the Government to the industry over the next 4 years, with the majority  

of the funding increase to be available from July 2018 

ÅThis funding will increase, with projected government expenditure by 2021-22 of $11.1 billion 

ÅOut of pocket costs are expected to fall, particularly for families on incomes below $120,000 per annum 

ÅThis is expected to drive the female workforce participation rate which will positively contribute to Australiaôs economic growth 

ÅModelling completed by PwC in 2016 project long term net savings to Government of $4.7 billion by 20501 

 

Source: Department of Education and Training Administrative Data 
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GOVERNMENT FUNDING INCREASING:  2003-04 TO 2016-17 

Source: MyChild 
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Childcare  Commercial 

Typical Lease term 15 years  5 years 

Lease Type Triple Net  (All insuring & maintaining) Rent plus outgoings 

Incentives Nil Required for every transaction including tenant retention - can be up to 40% of net rent 

Underlying land value as a % of Investment Value Metro:70-80% Metro:30-35% 

Vacancies/Supply FET has a 0.5% vacancy rate.  Australian office market has a 10.5% vacancy rate1 

Tenant/Property Goodwill value   
Lease inherently linked to the value and goodwill 

of the operators business 

Commercial tenants can be relatively transient and deal driven in relation to their 

accommodation requirements 

Availability of alternate premises Limited Significant 

Financial impact on changing premises Potential loss of business value/goodwill No impact on value 

Capex Nil ï Triple Net Lease Significant, base building services upgrades required after 10 years 

1Property Council of Australia Office Market Report July 2016 

WHAT MAKES FET DIFFERENT TO OTHER A-REITS? 

RENTAL GROWTH RATES: JUNE 2009 ï JUNE 2016 VACANCY RATES: JULY 2007 ï JULY 2016 

Source: Property Council of Australia Office Market Report July 2016 Source: FET and Urbis 
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Only About Children, Cheltenham, VIC 

FULL YEAR 

PERFORMANCE 

REVIEW 
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FULL YEAR PERFORMANCE REVIEW 

FY16 - EXECUTION DRIVING OUTPERFORMANCE 

PORTFOLIO MANAGEMENT 

Portfolio Growth & Reweighting 

$109.9m 

Acquisition / Development Pipeline 

ASSET MANAGEMENT 

Systematically Adding Value 

61 of 69  

5 Year Options Renewed 

CAPITAL MANAGEMENT 

Maximising Unitholder Value 

26.6% 

Gearing 

53%  

Average Hedged Debt until FY21 

1 Distributable income divided by the weighted average number of units on issue 
2  UBS Australian A-REIT Month in Review ï June 2016 

$26.3m 

Developments Completed 

16.4% 

Margin on Completed Developments 

18 

Developments Contracted 

8.2yrs / 99.5% 

WALE / Occupancy 

+$72.8m / -70 bps 

Increase in Valuations / Yield Compression 

5.5% 

Average Increase on 65 Market Reviews 

4 yrs 

Average Debt Maturity 

4.5% pa 

Cost of Debt 

$106.8m 
Net Profit 

+20.5% 

$34.5m 
Dist. Income 

+16.2% 

14.0cpu 
EPU1 

+5.3% 

13.4cpu 
Distribution 

+4.7% 

$2.14 
NTA Per Unit 

+17.6% 

34.8%2 

Total Return 
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FETôs PERFORMANCE 

ÅContinued performance driven by execution of a well-

formulated and clear strategy 

Å FET has significantly outperformed the S&P/ASX300  

A-REIT Accumulation Index across 1, 3, 5 and 10 year 

periods 

Å FET ranked 5th over 1 year and 3 years and 1st over 5 

years and 10 years1 

ÅDistribution growth ï average 8.9% p.a. since 2011 

ÅNTA growth - average 12.6% p.a. since 30 June 2011 

1  UBS Australian REIT Month in Review ï June 2016 

FET TOTAL RETURN PERFORMANCE VS S&P/ASX 300 A-REIT INDEX: 

 TO 30 JUNE 2016 
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Å Identify high success locations through 

proprietary modelling of demographic 

trends  

Å Focus on sites within a ~20km radius of 

CBD and rapidly expanding growth 

areas 

Å Focus on new developments which 

drive earnings growth, asset quality & 

development profits 

Å Deliver quality centres with leading 

edge designs in high demand locations 

that childcare operators compete for 

Å Construction of FET óIPô & Development 

Management capability mitigates risk, 

increases quality of outcomes through 

greater control 

Å Adherence to FETôs ñbest site, best 

lease, best operatorò criteria 

Å Maintain key lease features 

Å long term commitments 

Å triple net leases 

Å annual escalations 

Å provision of security 

Å centre operating data 

Å Pro-active management of existing 

properties including asset recycling to 

generate profit, minimise obsolescence 

and optimise quality 

Å Zero incentives/high land value 

component  

Å FETôs reputation as Landlord of choice 

for future opportunities 

Å Maintain strong capital position with a 

óthrough the property cycle viewô 

Å Maintain balance sheet flexibility to 

provide capacity to fund new 

opportunities 

Å Diversification of maturity risk profile 

Å Hedging strategy focussed on mitigating 

of interest rate risk through economic 

cycles  

Å Manage costs effectively 

 
To Provide Investors With Secure And Growing Long Term Cash-Flows  

With The Potential For Capital Growth 

 

ASSET MANAGEMENT PORTFOLIO MANAGEMENT 

FETôs Intellectual Property & Industry Knowledge   

CAPITAL MANAGEMENT 

FETôs STRATEGY 

Disciplined Strategy Provides Long Term Benefits   
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FINANCIAL RESULTS  - YEAR TO 30 JUNE 2016 

Further details and commentary is included in the Appendices 

As at June 16 June 15 
%  

Change 

Total Assets ($m) 753.6 654.5 15.1 

Investment Properties ($m) 719.5 627.3 14.7 

Borrowings ($m) 200.4 193.2 3.7 

NTA per Unit ($) 2.14 1.82 17.6 

Gearing (%) 26.6 29.5 (2.9) 

For the Year Ended 30 June 2016 2015 
%  

Change 

Statutory Profit ($m) 106.8 88.6 20.5 

Distributable Income ($m) 34.5 29.7 16.2 

Earnings Per Unit ï EPU (cpu)1 14.0 13.3 5.3 

Distribution Per Unit ï DPU (cpu) 13.4 12.8 4.7 

Key Financial Metrics 

1 Distributable income divided by weighted average number of units 

ÅStatutory profit increase of $18.2m or 20.5% 

ÅDistributable income increase of $4.8m or 16.2% 

ÅEPU growth of 5.3% 

ÅDPU growth of 4.7% based on FY16 distribution of 13.4 cpu 

ÅStrong balance sheet metrics with total assets of $753.6m 

(increase of 15.1%) and a decline in gearing to 26.6% 

ÅGrowth in NTA per unit of $0.32 or 17.6% 
 


