
uantitative easing has hurt local property companies and 
will continue to do so for the foreseeable future, says 
Oasis Property Equity Fund manager Adam Ebrahim, 
explaining why he prefers property in developed 
markets. He says the average maturity of debt in SA's 

listed property market is 3.5 years, yet some South African real 
estate investment trusts (Reits) have global property assets in 
which the average maturity of debt is 7.1 years with 97% of their 
interest rate exposure fixed. "So if interest rates rise, South 
African companies will be affected much more and much quicker 
than in developed markets."

SA and other emerging markets have also had a flood of supply, 
in contrast to Europe and the US. "Since the 2007-08 global 
financial crisis, little new supply has come into the major 
developed markets, so vacancy rates have declined dramatically. 
With demand recovering gradually, we're now starting to see 
significant rental increases because of that." However, he says 
the rentals are still 20% to 25% lower than they need to be to start 
attracting new supply.

Locally, the segment Oasis least favours is the office market, 
with too much new supply, rising vacancies and rentals under 
pressure.

The retail segment, Ebrahim says, is healthy. Shopping centres 
are doing well, boosted by "very strong" per capita income 
growth.

The industrial segment though, is Oasis' most favoured and "the 
supply-demand balance is very tight".

The Oasis fund is well positioned against rising interest rates, 
with the average maturity of the debt profile close to six years, 
against the South African average of 3.5 years.

Ebrahim says there is little exposure to the local office market, 
"but we have exposure to some nice stock selection 
opportunities".

The first is Redefine International, which has good exposure to 
the UK retail market. Another is Octodec, which he describes as 
"basically Pretoria central". The thinking there is that the 
government will continue to grow, employees will continue to 
look for accommodation and the government will provide it. 
Furthermore, he says the big retailers are coming back to 
Pretoria.

Some of the fund's other longstanding investments are the 
Capital Property Fund, which plays into the industrial theme, and 
Capital & Counties Property, a London company with properties 
in Earl's Court and Convent Garden, which it is upgrading.

"You can buy it from the JSE cheaply," he says. "It's been one of 
the most phenomenal of our investments. Its Earls Court 
development is the biggest new development in London."

Another holding he likes which you can buy on the JSE is Intu 
Properties, the largest owner of shopping centres in the UK. 
"Last year they had a good year but until then they'd 
underperformed for a few years, so we think the outperformance 
has started."
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Upbeat view of listed property
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