
Mike Flax has been at the helm of Spear 
REIT Limited since its listing on the JSE in 
November 2016. Mike is a widely respected 
and admired real estate professional 
serving on numerous listed and private 
company boards locally and abroad over 
the course of his career. Mike’s leadership 
and entrepreneurial abilities have been 
key in the creation of shareholder value 
through his value investing philosophy 
within the real estate sector

Interview with the Chief Executive Officer
(for the reporting period under review ended 28 February 2018)

Q: How best can you summarise Spear’s performance 
in its first full year of trade as a specialised REIT?

A: Spear has performed ahead of all expectations in its 
first full year of trade. Budgets were drawn up prior 
to the company’s listing in November 2016 where the 
company’s net profits were expressed as “distribution 
per share” and forecast to be 74 cents per share for 
the first full year. It was on that basis that investors 
took part in the private and public placements prior 
to listing on the JSE.

After better than expected trading in our first half-
year period, Spear’s prospects were revised upwards 
and shareholders were advised via SENS to expect an 
increased distribution per share of 77 cents.

If you study our results you will see that not only was 
the 77 cents achieved by the company, but when the 
full reckoning was done, it was improved upon and 
78.5 cents per share has been realised. This is a full 
6% better than originally budgeted.

I am proud of the way that the entire executive team, 
under the robust leadership of our MD, Quintin Rossi 
rose to the challenge in a market that was never going 
to be easy. Tough trading due to the ongoing drought 
in the greater Cape Town area had put hotel trading 
under pressure of late but any shortfalls there have 
been more than offset by over-performance in many 
other areas.

Q: Spear is a regionally specialised REIT. How do you 
believe this has impacted the business over the last 
year?

A: The Western Cape economy has been outperforming 
the rest of South Africa for the last few years.

This vibrant economy has certainly played into Spear’s 
hands and has assisted it for most of the year under 
review. However, drought concerns have played out 

in the last quarter, negatively affecting Spear’s trading 
numbers.

We, however, continue with our long-term faith in the 
Western Cape region and believe that the region’s 
attributes will continue to attract new residents and 
benefit Spear through demand for its properties. 
A material benefit of being a regionally specialised 
fund is the ability to focus and understand the market 
better with the concomitant benefit of being able to 
better service its customers. 

Q: Where do you see shareholders obtaining the most 
value in the REIT sector over the next couple of 
years?

A: Concentration and focus are two attributes that 
generally always pay dividends in investment.

Specialised REIT’s are, by their very nature, focused 
investment companies. I believe that the next few 
years will determine which companies in the REIT 
sector are successfully able to outperform the mean. 
In addition, I believe that the out-performers will 
come from the specialised REITS.

With regard to the question of which property sectors 
will perform better, I would reply that most sectors 
can show value and return as long as focus is sought. 
However, it is no secret that retail property faces 
stronger headwinds given the ongoing growth of 
e-commerce. Shopping centre managers will have 
to work twice as hard to extract the same growth rates 
office and industrial property managers will get from 
their assets. 

Q: The South African economy has been trading under 
tough conditions, in particular during the last 
financial year. How has this influenced the way you 
have run Spear? 

A: The fundamentals of managing a property company 
don’t change much with changes in trading 
conditions. The basics are something that Spear 
always endeavour to do correctly: buy properties at 
good value, lease to sustainable businesses at fair 
rentals and ensure that our buildings are always well 
maintained and that the tenants are always treated 
fairly yet firmly. This applies in good as well as tough 
times.

Q: The Western Cape has been plagued by a severe 
drought for the past three years. What impact has 
the drought had on Spear and on the real estate 
sector in the Western Cape? 

A: The drought has had a material effect so far on two 
kinds of businesses in the main: the agricultural 
industry and the hospitality industry. Spear is exposed 

to the hospitality industry through its ownership of 
two hotels, The DoubleTree by Hilton and African 
Pride 15 on Orange.

Tourism responded immediately to the threats 
of “Day Zero” through mass cancellations. This 
affected Spear’s variable rental income from these 
two properties and while income damage to these 
two  hotels was material, the negative effect was 
diluted by out-performance in other properties 
across the portfolio. The drought has also dampened 
residential property demand in the Cape and prices 
and rentals have fallen off their peaks reached in the 
middle of 2017.

To date, no negative effects have yet been felt in 
other business sectors in the Cape and assuming 
rainfall returns to normal this winter, the hospitality 
and agricultural sectors should recover over the next 
12 months with no long-term damage done.

Q: In the context of Spear, what has been two key 
highlights for you over the last financial year? 

A: The major highlight for me has been the extent to 
which the Spear management team has excelled and 
flourished under the intense microscope of the JSE 
and institutional investors. They have performed like 
seasoned veterans yet shown youthful energy and 
aggression in their daily activities.

The other obvious highlight was the extent that some 
major investment houses and institutions bought into 
the young Spear’s vision and supported our growth 
by increasing their stakes in the company during the 
year.

Q: What does the year ahead look like for yourself and 
Spear?

A: I will be handing over many of my leadership 
responsibilities to Quintin Rossi. He has visibly 
demonstrated his abilities at a high level and is ready 
to assume the leadership mantel and take Spear 
forward into the next era.

I know that the entire board has full faith in Quintin’s 
talents and strengths while the staff have huge 
respect for his management style and decision-
making skills.

This frees myself up to take a more top-down 
approach in analysing Spear’s future growth strategy 
while also being available to mentoring Quintin 
whenever he requires that input. I will assume the 
executive role of Deputy Chairman and remain 
committed towards the future success of Spear as a 
major shareholder and director.

“Spear’s assets under ownership of its core portfolio have increased by 117% since the start 
of the 2018 financial year. The strong performance of the core portfolio stands testament 
to the value investing nature of management and ability to actively manage assets that 
generate yield-enhancing returns for shareholders.”   Mike Flax – Chief Executive Officer
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