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It’s been a difficult year for South Africa
The renewed optimism following President Ramaphosa’s 
appointment in early 2018 quickly gave way to pessimism 
as we were forced to face some harsh realities. 

We’ve had an almost daily barrage of news headlines 
revealing the depths of corruption over the past decade. 
Land expropriation has created a cloud of uncertainty for 
investors. And if that wasn’t enough, we were reminded 
of the problems our power utility, Eskom, faces as we’ve 
been plunged into darkness in the last few months. 

Our country’s financial position is precarious. Over the 
past decade, we’ve spent well beyond our means. As a 
result, our borrowings have more than doubled and now 
stand at almost two and a half times our revenue. If we 
somehow managed to pay back 5% of our borrowings 
each year and our economy continues to stagnate, it 
would take us 30 years to get back to the levels we were 
at a decade ago; we’re writing cheques our children will 
have to honour. 

In the more immediate future, the cost of servicing this 
added debt burden is rising. Each year, the amount we 
spend on interest is almost as much as we spend on 
education, similar to what we spend on healthcare and 
double what we spend on social grants. 

At a time when 40% of our population is under the age 
of 20, this is worrying. Will we have enough to spend to 
create jobs for them? 

The way out of our hole lies in good 
governance
We must create a culture of discipline and rules. This is 
what separates successful countries from unsuccessful 
ones. 

We must be disciplined with our spending, reducing 
waste and cutting corruption. We must reduce the 
barriers to starting new businesses. And we must finalise 
laws and acts which are in limbo. 

This discipline will not only help control our debt, but also 
attract much-needed foreign direct investment. Short of 
an economic miracle, it’s the only solution we have. 

At Spear, we value good governance just 
as highly
We realise that as a founder-led company which has 
grown quickly, we are more susceptible to hubris. It’s why 
we’ve been deliberate in choosing our independent board. 
Since listing, we’ve tried to add successful and strong 
personalities from both within and outside the industry 
who can question management and raise our level of 
discussion. Our latest addition, Dr. Rozett Phillips, is an 
excellent example of this. With a wealth of experience in 
a number of fields, she brings an independent outsider’s 
view to our decision-making. I’d like to formally welcome 
her to our board. 

In a tough environment, our management 
team has once again performed well
We grew our net asset value per share by 4.7% and our 
distributions per share by 10.1% over the year – both above 
inflation, while maintaining our vacancy and escalation 
rates at favourable levels. 

Since our first full year of results as a listed company two 
years ago, we’ve grown our net asset value per share by 
9.8% per annum.

Our approach is for all seasons
Our approach is to buy undervalued properties with 
promising long-term prospects, to be hands-on in 
improving and managing them while being relentless in 
controlling our costs.   

We judge the prospects of our properties based on their 
location. It’s telling that our portfolio is heavily weighted 
towards growing nodes of the city such as Tyger Valley, 
Bellville South, Epping, Blackheath, Paarden Island, 
Foreshore, Century City and Woodstock. 
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We grew our net asset value per share by 4.7% and 
our distributions per share by 10.09% over the year – 
both above inflation, while maintaining our vacancy and 
escalation rates at favourable levels. 

Abu Varachhia – Non-executive Chairman
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By raising the quality of our buildings, we attract a better 
quality tenant – with a strong balance sheet who can 
afford higher escalation rates and is willing to sign longer 
leases than the average tenant. In this way we build the 
sustainability of our earnings and reduce our vacancy 
rates. 

Our advantages are our relatively small size which keeps 
us nimble with deals and ensures we don’t overlook any 
properties in our portfolio, our entrepreneurial mindset 
which allows us to find good deals, and our experience 
and knowledge of property which are crucial in enabling 
us to improve them and unlock shareholder value. 

Raising capital goes hand in hand with being a REIT, but 
our approach is only to raise capital when it’s absolutely 
required and it’s important that we do so at pricing levels 
that do not create dilution of shareholder value. The latter 
is a great example of management and shareholder 
alignment. 

While we are dependent on the economy for growth, we 
know that tough times give rise to more opportunities. 
We’re confident that if we stick to our approach, we will 
continue to build wealth for our shareholders and have 
a positive impact on all our stakeholders. 

And we’re optimistic that as a country, just as we’ve done 
in the past, we will overcome the challenges we face. 

A word of thanks
As a board, we’d like to thank Mike, Quintin, Christiaan and 
the rest of the Spear team for their dedication and hard 
work. We also say thanks to our shareholders, tenants and 
lenders for their continued support and understanding.

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

Abubaker Varachhia
Non-executive Chairman

20 June 2019


