
LEASE EXPIRY PROFILE 
(EXCL. BREAK OPTIONS)

Swindon

 »  A target distribution yield of 6-7% pa.
 »  Tax efficient investment for charity investors.
 »  A clear investment strategy for a diverse real estate 
portfolio in the primary sectors of industrial, retail 
and offices.

 » Focused on multi-let properties which 
provide a diverse and sustainable income stream. 

 »  Delivering a target IRR of 7-9% over a rolling five 
year period through maintaining and increasing 
rental income and targeting capital value increases 
at least in line with inflation.

 »  Utilise the experienced and proven management 
team's skill set to actively manage the portfolio 
and drive returns.

Distribution
 » The Fund distribution in respect of this quarter is 1.7996p 

per unit, 5.90% of the opening NAV.

Total return
 » The Fund return since inception is 12.01% annualised.

 » DPFC delivered a total return of 2.2% over the quarter 
which compares favourably to the AREF/ MSCI All Funds 
0.7% total return. Over the last 12 months DPFC's Total 
Return of 9.9% also outperforms the AREF/MSCI All Funds 
5.5% Total Return.

Performance
 » A Total Return of 47% has been achieved by the Fund since 

inception (February 2015) through to 31st December 2018. 
This has comprised distribution of 24.91p per unit and NAV 
increase from 100p per unit to 121.79p per unit.

Value Growth
 » Over the quarter the DPFC portfolio increased in value 

by 0.5%. This was principally driven by letting and lease 
renewal activity evidencing rental growth on industrial and 
office assets. The industrial and office properties account 
for 81% of the portfolio and these sectors have performed 
more strongly than retail. The retail and London office 
weighting in the MSCI/IPD All Property Index resulted in the 
index reducing by 0.2% over the quarter.

Occupancy 
 » The vacancy rate has increased from 0.5% at the start 

of the quarter to 1.3% at the 31st December. There are 
now 88 units across the portfolio, two units are vacant 
and one is under offer to a new tenant. The IPD/MSCI All 
Property Monthly Index for December recorded a vacancy 
rate of 10.4%. The portfolio is made up of well-located 
properties which meet the demands of today's occupiers 
which has helped ensure the vacancy rate and void cost are 
minimised.

Asset Management Endeavour
 » At industrial properties in Swindon and Glasgow lease 

renewals were completed evidencing rentals of £6 per 
sqft and £9 per sqft respectively, underpinning enhanced 
rental tones for the estates, as did the letting of Unit 14 in 
Northampton at £6.75 per sqft. When a tenant vacates a 
property, they are required to return the accommodation 
to the condition it was when they first leased it. Often this 
is settled via a financial payment. In Swindon and Milton 
Keynes, we recouped 84% and 95% of the refurbishment 
costs from the vacating occupiers. Reflecting on the tenants 
use of break options in 2018 of the eight tenant only break 
options in the portfolio only one was exercised.

Clear Investment Strategy
 » The investment strategy employed by DPFC aims to amplify 

returns in buoyant market conditions and mitigates the 
impact of more challenging ones. DPFC’s investment 
strategy targets multi-let properties, a sub-sector of the 
property market often mis-priced by investors, in strong 
locations where occupiers want to be. The average lot size 
of a property in the portfolio is £6m which is a strata of 
the market generally too large for most private investors 
and a little too small for most institutional investors which 
enables properties to be acquired in a less competitive 
environment at more attractive income yields. Each 
property has an individual 5 year asset plan that details  
how the income and in turn value are to be enhanced.

New Investors
 » There are currently 17 charity investors in DPFC which 

form a broad range of charitable sectors who see property 
as medium – long term investment. There are 2 additional 
charities who are completing due diligence and know your 
client prior to subscribing to units.

The Economy
 » Economic growth picked up recording 0.6% for Q3 2018 

Portfolio value £62.6m

Net asset value £61.7m

Number of assets 10

NAV per unit - FRS102 basis 121.79 p.p.u.

NAV per unit - INREV basis 122.36 p.p.u.

Vacancy rate 1 1.3%

Weighted average lease 
length to expiry 5.65 years

Weighted average lease 
length to first break 3.51 years

Nov. 2018 Distribution paid 1.7740 p.p.u.

Distribution for last 12 months 7.0640 p.p.u.

Year end 30-Sep

Total expense ratio (TER) 0.83%

SEDOL number BXQ9SB8

ISIN number GB00BXQ9SB85

Period %

3 months 2.2%

6 months 4.9%

12 months 9.9%

3 years (pa) 11.1%

Since inception (pa) 1 12.0%
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FUND REVIEW
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TENANT COVENANTS  
BY D&B RISK RATING

1. 2.0% excluding rent guarantees.

after recording 0.2% and 0.4% for Q1 and Q2 respectively. 
For 2018 GDP is expected to be at c. 1.5%. The composite 
Markit Purchaser Managers Index increased slightly 
to 51.4 in January marginally above 50 indicating the 
economy is expanding. Inflation has softened with CPI 
down to 2.1%, just above the Bank of England’s 2.0% 
target. RPI is a little higher at 2.7%. Wage inflation 
for the three months to October was 3.3% suggesting 
real wage growth which may help squeezed household 
finances and feed into consumer spending. The UK’s 
subdued economic performance and the political 
uncertainty from Brexit are making businesses cautious 
about investing in their operations and committing to 
property leases. However, we are seeing strong tenant 
retention at lease events helping to keep the vacancy rate 
in the portfolio low (ie. 1.3%).

Property Investment Market
 » Although Investment transactions volumes were lower 

in October and November it is expected activity for 2018 
is going to exceed £50bn for the sixth consecutive year. 
During the year overseas investors have been actively 
acquiring large City of London “Trophy” assets. This 
activity has reduced in the latter stages of the year. 
Local Authorities are still actively acquiring commercial 
property investments with funds from the Public Works 
Loans Board. They, like most domestic investors, are 
more focussed on the regions. Investors are generally 
cautious about the retail sector as it continues to evolve, 
they have on the whole continued to seek industrial and 
regional office property investments. Office occupier 
demand in the “big 6” cities is driving rental growth as is 
office occupier demand in smaller towns where the office 
supply has been reduced with properties being converted 
to residential use. The positive impact of the internet 
on distribution businesses is being felt in demand for 
industrial / distribution accommodation. In this sector, 
investors’ expectations of rental growth is seeing 
low initial income yields accepted. DPFC’s portfolio 
weightings in the Industrial and office sectors see it well 
placed to continue to deliver attractive performance.
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PORTFOLIO ANALYSIS BY LOCATION PORTFOLIO ANALYSIS BY SECTOR

This document is provided for information purposes only and may not be reproduced in any form without the express permission of Eskmuir FM Ltd. The opinions expressed here represent the views of the Fund Manager at the 
time of preparation and should not be interpreted as investment advice.

This report is aimed at existing investors in the Fund. It does not constitute or form part of any offer to issue or sell units in the Fund. The value of an investment and the income from it can fall as well as rise.

19%
South West

9%
Midlands

10%

5%
North West

7%
Scotland

13%
North East

NAV per unit Net Asset Value of the Trust prepared at the reporting 
date divided by units in issue

FRS102 Accounting basis on which accounts are prepared

INREV

European Association for Investors in Non-Listed 
Real Estate Vehicles. Utilising their reporting 
recommendations certain costs related to vehicle 
setup and property acquisition are added back to net 
assets and amortised over a five year period

SEDOL & ISIN 
numbers

UK and International identifier of The Diversified 
Property Fund for Charities as an investment security

D&B
Dun & Bradstreet provide data and analysis which is 
used to determine credit worthiness and relative risk 
of tenants

p.p.u Pence per unit

Historic Fund 
Returns

Calculated over the reference period as the sum of 
closing NAV per unit less opening NAV per unit plus 
distributions per unit all divided by opening NAV per 
unit

29%
Office

18%

 Retail  
(Warehouse)

31%
Industrial

22%

Industrial 
(Trade Park)

   Eskmuir FM Ltd, 8 Queen Anne Street, London, W1G 9LD

  www.dpfc-eskmuir.co.uk

   T. 020 7436 2339 F. 020 7436 2307

Paul Hodgson,  
Fund Manager

Prepared by Eskmuir FM Limited, Fund Manager to The DPFC and registered 
as an AIFM with  The Financial Conduct Authority under Firm reference 
number 659240.
Sanne Fiduciary Services (UK) Limited, is authorised and regulated by the 
Financial Conduct Authority under Firm reference number 448301.

East

37%
South East

Ten largest tenants by income D & B

Allianz Management Services Ltd Minimum Risk 6%

DSG Retail Ltd Minimum Risk 6%

Go Outdoors Ltd Minimum Risk 5%

Poldi Ltd Higher than average risk 4%

Fox Express Ltd Higher than average risk 4%

JD Sports Gyms Ltd Lower than average risk 4%

Brown Brothers Distribution Ltd Minimum Risk 3%

MTD (UK & Ireland) Ltd Higher than average risk 3%

Halfords Ltd Minimum Risk 3%

Frost Bodyshop Ltd Lower than average risk 3%

TOTAL 41%

MAJOR TENANTS

Northampton

2019

2018


