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When Spear REIT Limited was listed in 2016, 
our vision was to be a regionally-specialised 
REIT investing in high-quality real estate assets 
in the Western Cape, which would provide 
advantageous returns to stakeholders given 
the Western Cape’s structural advantages and 
growing micro-economy.
– Abu Varachhia

JOURNEYING THROUGH A PRECARIOUS 
LANDSCAPE

Over the past year, the challenges that South Africans faced 
since our days of state capture and corruption continued to 
haunt us. With a sense of renewed hope touted as our “new 
dawn” when President Cyril Ramaphosa was elected as our 
country’s leader in the national elections, there was a looming 
expectation that an economic recovery would follow and that 
those responsible for looting state-owned assets would be 
brought to justice.

There were positive advancements in stemming corruption, 
acting on failing state-owned entities and admitting the 
dire state of our country’s financial position. However, 
progress in these spheres has been slow and marred by 
high unemployment, socio-political pressures, and increased 
load-shedding, which collectively has negatively impacted 
economic growth. Policy uncertainty, particularly around land 
ownership, has also hampered large-scale investment in the 
property sector.

Property-owning companies are inherently exposed to the 
economic state of a country in which they operate. Fiscal 
uncertainty and factionalism within the ruling party have been 
the major hurdles in deterring financial security and stability 
for South Africa. With the slow approach to restructuring 
Eskom and the continued state funding required to keep it 
operational, the South African Airways vanity project being 
kept in the skies despite almost a decade of losses, increased 
expenditure on populist state programmes, and lacklustre 
financial support to aid job creation, the past year has not 
bode well for a revival of our economy.

As such, the South African REIT industry continued to 
trade under tiresome conditions. The past year has seen 
the majority of REITs struggling with increased vacancies 
and negative rental reversions on portfolios as a result of 
poor economic conditions that have put tenants under 
financial strain. With an oversupply of real estate space and 
an increase in disruptive businesses in the hospitality and 
commercial property sectors, landlords have had to adapt 
and innovate their offerings for tenants in order to maintain 
relevance in a fast-changing environment. The pressure in the 
system has driven many REITs over the past year to consider 

mergers within the industry, driving change in a sector that is 
ripe for consolidation.

On the global front, the US-China trade war continued to 
increase global market volatility in a fragile market, whilst 
Brexit negotiations continued for most of 2019 without a 
clear end in sight until the December general elections were 
concluded. World leaders and multinational corporations 
have also come under increasing pressure to make concerted 
efforts to stem climate change.

A GEOGRAPHICALLY-FOCUSED REIT 
DELIVERING SHAREHOLDER VALUE

When Spear REIT Limited was listed in 2016, our vision was 
to be a regionally-specialised REIT investing in high-quality 
real estate assets in the Western Cape, which would provide 
advantageous returns to stakeholders given the Western 
Cape’s structural advantages and growing micro-economy.

Today, we believe that this strategy has held true, and as we 
have continued our investment in the Western Cape, we have 
delivered positive stakeholder value. With a location-focused 
property portfolio, our team can take a hands-on approach 
with our tenants and move nimbly in seizing opportunities in 
a market that is well understood by management. 

As a board we are extremely proud of the achievements 
for the 2020 financial year as Spear grew its distribution 
per share again ahead of inflation, reporting a growth in 

distribution of 6.06% compared to the previous reporting 
period. The full year 2020 distribution per share is 91.66 cents.  
Spear’s achievements are as a result of focus, hard work, 
specialisation and active tenant engagement. Management 
has without fail delivered to the market a noteworthy result 
under extremely tough trading conditions. 

Comparatively, since listing to the reporting date of 
29 February 2020, Spear REIT Limited has:

• On a total return basis, outperformed the South African All 
Property Index by 46%

• Delivered year-on-year normalised distribution growth of 
9%

• Increased shareholders’ net asset value per share by 28% 

• Tripled the value of its property portfolio from R1.4 billion 
to R4.2 billion

• Maintained positive rental reversions and a vacancy rate 
of less than 3%. 

The results since listing place Spear REIT Limited in an 
envious position with its consistent performance in an 
economic environment that most businesses have found 
challenging. Despite the below par operating environment 
faced over the years, our management team has been able 
to achieve noteworthy results through a focused strategic 
investment strategy, sharp deal-making abilities and direct 
approach to managing our real estate assets. 
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NAVIGATING THROUGH THE EYE OF THE 
STORM

As we navigate through the current uncharted territory, 
the difficulties facing our country and the globe are of a 
magnitude that were unpredictable at the turn of the decade. 
The world is confronting a pandemic of global proportions 
not seen since the early 20th century, which is sure to greatly 
impact the global economy, our local communities and all 
individuals with lasting consequences.

As Covid-19 reached the shores of South Africa and we as a 
nation entered a period of lockdown, our country was struck 
a further economic blow. A downgrade of our country’s credit 
rating by Moody’s resulted in all three credit rating agencies 
issuing sub-investment grade ratings for South Africa. As 
such, South Africa’s cost of borrowing will be increased going 
forward. At a time when the South African government’s 
requirement for external funding was well known, even before 
the Covid-19 pandemic, we step with caution knowing well 
that the survival of our economy is in the balance for the 
foreseeable future and that funding which may have been 
earmarked for job creation and economic growth may well be 
on its way to helping our country fight this pandemic.

Property owners are in no way immune to the challenges 
our economy will face in the coming years. As a result of 
the Covid-19 pandemic, and to a lesser extent the Moody’s 
downgrade, the industry is sure to change drastically. There 
will be increased financial insecurity and unemployment fears 
in a society already rife with financial pressure. In the short 
term, we have already seen a sharp decline in share prices 
across the REIT industry, with several REITs withholding 
distributions as a result of the unknown challenges ahead. 
Over the long term, the way people work, where they shop and 
how they live will change. The increase in e-commerce and 
office workers working remotely during a prolonged period of 
societal limitations will in certain respects alter the way some 
tenants lease spaces. Adapting to change and accepting new 
norms will be paramount for survival in a tough market going 
forward. Spear REIT Limited will rise to the occasion. 

EXPERIENCE AND ENTREPRENEURIAL 
SPIRIT AT THE HELM OF OUR LEADERSHIP

As we tread through these hard times, Spear REIT Limited 
is aware that its role as landlords will change. With 
management’s hands-on approach and their focused 
attention-to-detail attitude, adapting to new norms and 
grasping challenges with both hands is no new ideology for 
our business. We have an experienced leadership, coupled 
with the entrepreneurial ambition of the founders that 
listed the business and who are still involved at a board and 
management level, that provides continuity to see us through 

the tough period ahead. I have every faith that our business 
will continue to adapt and innovate as the market changes 
and continue delivering value to all stakeholders. 

It goes without saying that during these challenging times 
we maintain our sound governance practices and continue 
to assist the communities in which we operate to leave a 
meaningful impact. Our executive team has to date been 
exceptional in delivering reporting of a high standard, allowing 
for sound decision-making and critical execution of business 
at a board and sub-committee level. I must also applaud 
them on being swift and proactive in initiating social impact 
initiatives, particularly during the Covid-19 outbreak. 

FINAL REMARKS

As South Africans, despite the glaring inequalities and 
socio-economic differences across our country, our young 
democracy has a way of coming together and showing 
resilience during times of hardship and adversity. In the 
short time the Covid-19 pandemic has crippled our country,  
government institutions, the private sector and all citizens 
of our country have joined forces in the fight against the 
pandemic. Our collaborative efforts as a nation will be of great 
significance in restoring our economy and country when the 
time to rebuild our society approaches. 

The board would like to welcome our newly appointed Chief 
Investment Officer, Kim Pfaff-Karg who joined us in March 
2020. We look forward to her insights and the value she will 
add to our executive team. Thank you to Quintin and the 
executive team, and all our employees at Spear REIT Limited 
for their hard work and dedication that drives excellence in 
our business. The road ahead may be tricky to negotiate, but 
we have every confidence that they will continue to deliver 
results. Thank you to all our shareholders, tenants and lenders 
for your continued support and understanding.  

Lastly, as Chairman, I would like to thank the board of directors 
for their guidance, support and insight through these very 
challenging times.

Abubaker Varachhia
Non-executive Chairman

18 June 2020

PROPERTY FOCUS / 
MEGA PARK 
BELLVILLE

TOP 5 PROPERTIES BY VALUE

SECTOR / INDUSTRIAL

VALUE (R’000) GLA (M2) TOTAL VALUE (%) VALUATION (R/M2)

447 258 86 195 10.69 5 189
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