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Rubicon adds to its retail portfolio

Ben Wilmot

The Rubicon Japan Trust vesterday
added another $300 million of retail
property o its Fasl-growing port-
folio and said it would strive to lift
its performance by running its assets
harder,

Rubicon  Asset Management
menaging director Gordon  Fell
said: *““The next phase of our
development is (o concentrate on
actlve assel management.'’

Trust units added 2.5¢ to close at
B7.5¢ vesterday #s the (rust reporied
strong  growth in  distributable
income per unit for the eight months
to the end of June.

The triast's 7.0 a unit distribu-
table income was 29 per cent above
the Torecast 5.5¢ o unit, Rubicon
Japan also provided investors with
healthy 2amings guidance of
distributable income for 2008 of
10.29¢ a unit.

Cash distmbution guidance for
2008 wii a more conservative
10% per unit,

The trug listed in late 2006, Since
then, its portfolio and mansgement
leam in Japan have grown, But
investors heve been unnerved by
Muciuatlons in the Japanese yen
against the Awstralian dollar and
uncertainties about how well the
portfolio was protected,

Dr Fell said the portfolio was
protected and noted the trust had
made nine property acquisitions
that added (o earnings and under-
taken & capitil ralsing since Hsting.

In its latest deal, Rubicon Japan
bought four new shopping cenires
for ¥27.9 billion {$301.2 million) on
a yield of 3.34 per cent. The centres
were spureed off-market and three
of them had been destined for New
City's planned Australion float, CB
Richard Elis advised on part of the
degl, The acquisition was debi-
funded and took the trust’s gearing
(o 63.1 per cent — but this is before
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KEY POINTS

W The trust reported strong growth in
distributable Income per undt for the
elght mantha to the end of June,

W Rubicon Japan's most recent deal is
the purchase of fournesw shopping
cenlras,

expectad valoation increases as
investors continue to vie for Japan-
ese properby.

Dr Fell said the trust would go
through a period of consolidating 1=
porifolio and emphasised the focus
on aperating performance,

Rubicon Japan secured 20 new
legses covering 5.7 per cent of its
porifolio at rents 19.6 per cent
above passing levels. [t also secured
seven renewals over a smaller part
of the portfolio at reats 9.4 per cent
ahove passing rents,

Rubicon lapan said its portfolio
continued to be underrented amd it
could uwse wvacancies io  drive
increased cash flow by leasing
vacant space.

Although capitalisation rates have
fallen pcross Rubicon Japan's port-
folio by an estimated 50 to 75 basis
points since the trust floated, the
manager is yet o revalue its assets.

Rubicon has hedged ils exposure
to the volatile currency movements.
D Fell said the foreign exchange
hedging strategy profected investors
from the Australian dollar's
appreciation earlier this year.

more recent fall has also
benelfited the trust as it has-a “cap
and collar”' hedging arfangement in
place, he said.

Dr Fell said Rubicon had added
stuff in Japan and the group’s
relationship with real estate firm
DTZ and property manuager Xymax
was producing results,
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““Giiven the lguidity that exists in
Japan there’s still good deal flow
and oppontunities,”’ DTZ divisional
director sales and investments Ali-
stair Meadows said.

Rubicon has taken a 12,2 per cent
stitke in the trust and belioves the
poot undl price performance will
tarn around,

Steve Hecock, managing director
of 8G Hiscock & Co, said the resuli
was also positive, He said if the
trust’s portfolic was *‘marked-to-
market™ and adjusimenis made for
the rise in the Jupanese yen in recent
weeks, the trust's net lungible assat
backing would top 51.10 per share.

Mr Hiscock said the portfolio was
underrented by ahout 10 to 20 per
oent and that listed property trusts
invested in Fapan should perform well

ST e stepresed Uhey hinven't callied
more," he gawd, T would have
thought most investors would have
tnken comfort from today’s result!



