
Interview with the Chairman

Q: How have regional and national market conditions 
impacted Spear over the last financial year?

A: 2018 presented itself as a year of uncertainty with 
South Africa facing rating agency downgrades and 
a leadership shift in the ruling party causing market 
uncertainty across the economic environment. 

Growing corruption allegations within Government 
and SOEs, drought in the Western Cape, ANC 
presidential elections and Steinhoff’s collapse have 
made for quite an eventful past year in South Africa. 

It really has been. In my view, the one theme which 
appeared to thread through each of these issues was 
poor governance. 

Amid all the above negativity and tough trading 
conditions Spear grew its asset base by 117% in asset 
value to assets under ownership of R3,1 billion with 
a 63% increase in market capitalisation since the 
last reporting period. Management has delivered 
on their mandate of asset and distribution growth 
through their active asset management and value 
investing approach to which we as the board extend 
our congratulations. 

The Steinhoff scandal was shocking. Considering that 
it came just a few years after the collapse of African 
Bank is all the more bruising for corporate South 
Africa. In both instances, we had reckless, unchecked 
CEOs at the helm. However, there was also a failure 
at board level. And at the heart of this was a non-
engaged, non-diverse group of directors. 

Good governance truly cannot be overemphasised. 
At Spear, we take this seriously. We value a diverse 
and experienced board which reduces consensus 
think. We also encourage our non-executives to 
engage and question management and ensure they 
are always informed about the business. 

“Spear has had an incredible year of 
asset growth and has exceeded financial 
performance and the board of directors is 
pleased to announce a full-year distribution 
of 78.50 cents per share for the year ended 
28 February 2018. This equates to a 1.95% 
overperformance of management’s 
revised forecast of 77 cents.” 

Our latest addition, Sean McCarthy, exemplifies this. 
In addition to the knowledge and experience he 
brings, being a successful entrepreneur and property 
investor himself, he is an independent thinker. We 
are always looking to add to our independent board 
membership with these types of candidates from 
both within and, more importantly, from outside of 
the industry. 

On a national level, 2017 reminded us how proud we 
should be to call ourselves South Africans. Our open 
media, fair justice system and, most importantly, active 
citizenship were crucial to improving governance. 
For a young democracy such as ours, and given 
the precedence set before us by most developing 
countries, this was remarkable. However, inequality, 
the burden weighing our country down, remains. We 
must use our collective energy in the same way to 
address this. 

In the Western Cape, the water crisis showed us that 
we cannot take our resources for granted. While 
Cape Town’s population boom could not have been 
foreseen, planning at both the national and local 
level was poor. However, the consumption limits, 
while unpleasant, and our scrutiny of our leaders are 
helping the city and once again showing us the power 
of our collective efforts. 

Cape Town’s geography makes it a fantastic city to 
live in but at the same time places a limit on our 
space. We will continue to attract tourists, immigrants 
and new businesses and this will strain our resources. 
We need to work together and adopt innovative ideas 
to address the water, traffic and affordability issues 
we face. 

Q: The board is responsible for guiding Spear’s 
strategy. How do you view this and how has the 
company performed relative to it?

A: While property has proven to be an attractive asset 
class over time, we think that it is crucial to have a 
long-term, disciplined approach to investing in and 
owning it. 

Over the short term, there is little within our control 
– interest rates may rise, the economy may slow, or 
a tenant may become insolvent, affecting our short-
term profits. However, over the long term what matters 
is the underlying quality of a property; something we 
have control over. If we manage, acquire and develop 

our properties with a disciplined and pragmatic 
approach, we will continue to build a quality portfolio. 

Our strategy is built around these two principles; 
having a long-term focus and being disciplined, and 
we are uncompromising about them.

In this early stage of our growth, a large part of our 
strategy involves acquiring properties. This is always 
a process that must be approached with sobriety so 
that growth is never for the sake of growth but for the 
sake of improving the core portfolio and investment 
allure of Spear. It’s important that we make sure we 
focus on areas we know, turn down deals which we 
are unsure about and issue equity at the right price 
to ensure shareholder  value is not eroded in the 
process. 

Judging management against these, they have 
performed exceptionally well. In a tough economy, 
their ability to keep vacancies low is a testament to 
their excellent property management skills. Their 
strategy to invest in high-quality assets has paid off. 
The acquisitions made were at good yields and in 
structurally growing areas, further underpinning the 
defensive nature of the core portfolio. 

Management continues to make smart investments 
in uplifting and expanding our properties through the 
redevelopment of current assets generating organic 
portfolio growth. Their strategy for creating a “live, work, 
play” environment in Sable Square, their investments in  
2 Long Street and their ideas for the hotel at 15 on 
Orange will enhance value over time.

Management also had two successful capital raises in 
the year, one of which was 1,89 times oversubscribed. 
This shows the faith shareholders place in us, but 
also reminds us of our responsibility to live up to our 
values. 

Q: What is the greatest challenge Spear faces?

A: We are growing very quickly as a business. This 
naturally brings many challenges and as one grows 
defending the foundational culture of Spear, it is of 
paramount importance. This is our commitment to 
the principles Spear was built on; of being humble, 
honest and hard-working. We pride ourselves on our 
reputation for integrity and fair-dealing with all our 
stakeholders. We must guard these principles closely. 
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The best way to predict your future is 
to create it.

Peter F. Drucker



Interview with the 
Chairman (continued)

Q: As Spear grows, its presence in the Western Cape 
does as well. How is the company contributing to 
society?

A: We have a strong sense of social responsibility. 
We view education as the most empowering and 
sustainable way to give to society. We are constantly 
looking at ways in which we can help students. Spear 
has a growing sponsorship programme for university 
students in both undergraduate and postgraduate 
studies.

In the same way, Spear also believes in supporting 
and empowering our own employees. We encourage 
all our staff to study and improve their own skills 
sets, which will benefit not only them personally but 
also Spear as a group. Management has designed a 
funding and bursary programme for staff subject to 
strict performance criteria.

On an environmental level, we continue to reduce 
our carbon footprint through the implementation of 
renewable energy and water-saving initiatives. We 
are implementing our renewable energy strategy 
on key properties currently and aim to have our 
first retail solar plant operational by September this 
year. We have also drilled well points on several of 
our properties, implemented portfolio water-saving 
initiatives and actively engage our tenants to reduce 
our water burden on the city. 

We are constantly engaging with the city, owners, 
tenants and communities with ideas to address safety. 
Crime stifles interaction, exchange and the freedom 
to move. This holds our economy back. Our founders 
have a history of being involved in improvement 
districts. Mike was one of the initial people involved 
in the first improvement district in Cape Town, as was 
I, and Quintin did excellent work in setting up the 
improvement district in Salt River and Tyger Valley. 
We hope to continue these efforts. 

Q: Do you have any last words and people you’d like 
to thank?

A: As a board, we’d like to welcome all our new staff and 
our new board member, Sean McCarthy, who joined 
the Spear board during June 2017 and our newly 
appointed executive team member, Cliff Toerien as 
Chief Operating Officer of Spear. We look forward to 
learning from them and to the contribution they will 
bring. 

We would like to thank our existing 
staff for their dedication and hard work 
in what was an action-packed year and 
our shareholders, tenants and lenders for their 
continued support and understanding.

Finally, as Chairman, I would like to thank our board for 
their guidance, support and insight.

Abubaker Varachhia
Chairman

21 June 2018

No. 2 Long Street, Cape Town
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