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LXI REIT plc

Summary: Interim period


Transformational period of growth and increased diversification for the Company



Rapid but prudent deployment of capital into accretive assets



Portfolio consistently delivering NAV and total return outperformance



Fully covered dividend reflecting annualised target rate of 5.75pps



Secure, long-dated, index-linked portfolio with strong residual land value
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LXI REIT plc

Financial highlights: half-year to 30 September 2019

6.8%

119.6p

12.8% pa

Half-year Total
NAV Return*

EPRA NAV

Average Total NAV
Return since IPO

+4.3% NAV growth since
31 March 2019

Versus 8+% annual target

5.75p

Dividend per share
target 19/20
First two interim dividends of 2.875 pps
reflect annualised target rate

2.93p

7.52p

Adjusted EPS

IFRS EPS

Fully covers the dividend per share
in period with 48% growth in share
capital

The Group’s net profit for the half-year
including changes in fair value over
weighted average share capital

£200m

2.94%

£36.2m

Operating profit
+96.8% from 2018 half-year
Reflecting the significant growth
following two material equity raises

Versus 8+% annual target

Equity raised
in oversubscribed capital
raise June 2019

* Comprises NAV per share growth of 4.96p and dividends per share of 2.82p

Avg. fixed cost of debt pa

20% 12yrs
LTV

Maturity
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Portfolio & post balance sheet highlights

5.8%
Average NIY
286 bps above our all-in fixed
cost of debt of 2.94% pa

Compared with
valuation yield of 5.06%

96%

Index linked or
fixed uplifts
Embedded rental growth potential
over largely fixed cost base

22years
Portfolio
WAULT

Long leases yielding secure and
predictable income

£49.8m
Annual rent roll
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Robust sectors

£838.5m

100%

Portfolio valuation

Occupancy

+42% from Mar 2019

50

Reflecting value achieved on
acquisitions averaging 11% above
purchase price and 3% like for like
value growth

Post
balance
sheet

Strong tenants

£95m
Forward
fundings
Not included in the NAV providing
potential further NAV growth in the
second half of the year
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Share price performance (half-year)
%

LXi REIT total shareholder return

12.1%

Half-year to 30 September 2019

115

+7.81%

110

Average
premium
to NAV*

105

1.2m

100

shares

95

90
Apr-19

May-19
LXI REIT

Jun-19

Jul-19

FTSE ALL SHARE

Aug-19

Sep-19

Average daily
volume*

FTSE EPRA Nareit UK



The shares have provided a total shareholder return (share price growth plus dividends reinvested) of 7.81% in the six month period



Outperforming the FTSE All Share index total shareholder return of 4.01% and FTSE EPRA Nareit UK index of 4.05%

* For the half-year from 1 April 2019 to 30 September 2019
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Share price performance (to date)
%
150
140

LXi REIT total shareholder return
From IPO to 30 September 2019

+47%

130

18.2% pa
Average annual
shareholder return

120

Reflecting total increase in share
value assuming dividends
reinvested on a per annum basis

110
100

Feb-17
Mar-17
Apr-17
May-17
Jun-17
Jul-17
Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-18
Feb-18
Mar-18
Apr-18
May-18
Jun-18
Jul-18
Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-19
Feb-19
Mar-19
Apr-19
May-19
Jun-19
Jul-19
Aug-19
Sep-19

90



The shares have provided a total shareholder return (share price growth plus dividends reinvested) of 47.03% since IPO in Feb 2017



Outperforming the FTSE All Share index total shareholder return of 14.19% and FTSE EPRA Nareit UK index of 12.65%
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Company overview
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Secure, diversified, long-let and index-linked portfolio (1)
Financially strong tenant covenants
● Rental income secured against 50 strong tenant groups – providing
significant income security and diversification
● Institutional grade tenant covenants
Top tenants

Of passing
rent

Travelodge

10%

BCA Group

7%

Q-Park

7%

Bombardier

7%

Premier Inn

6%

Greene King

5%

BUPA

4%

Jurys Inn

4%

Stobart Group

4%

Priory Group

3%

Starbucks

3%

Mears

3%

Qhotels

3%

Aldi

3%

Long, index-linked leases
Remaining lease term to first break
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%



Long average lease length
to first break of 22 years



78% of rents with over 20
years of unexpired income
to first break

78%

20%
1%

0%

0%

0-5

5-10 10-15 15-20

20+

Portfolio rent review profile
4%

RPI - 57%

19%

CPI - 20%
Fixed - 19%
20%



57%

Open market - 4%

96% of rents contain index-linked or fixed rental uplifts
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Secure, diversified, long-let and index-linked portfolio (2)
Multi-sector diversification

7%

Industrial - 28%

5%
28%

10%

Budget hotels - 24%

Strong residual land value


Strong underlying trading performance (underpins investment value)



Strategic importance to tenant (e.g. main distribution or head office facility)



Low current rents and low capital cost (e.g. budget hotels and discount
foodstores)



Alternative use potential (e.g. industrial, residential)

Healthcare - 14%
Leisure - 12%
Discount foodstores - 10%

12%
14%

24%

Car parks - 7%
Other - 5%



9 diverse property sectors



Cherry-pick assets across wide range of sub-sectors to find value



Sectors we particularly like today – defensive, low rents, strong tenants,
positive demographic/structural change:





Budget hotels



Discount foodstores



Industrial/manufacturing



Healthcare

Sectors we are avoiding:


Retail (structural change)



Large logistics (tight yields)

Geographical diversification

9%

8%

Scotland

North East

10%

2%

Yorkshire &
the Humbers

N. Ireland

9%

14%

East
Midlands

North West

9%

West
Midlands

1%
Wales

9%

South West

21%

8%
East

South East
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Investment strategy: Inflation-linked rent reviews
LXi portfolio rent reviews
Inflation forecast

4%
19%

ONS forecast

2019

2020

2021

2022

2023

Avg.

RPI

2.7%

2.8%

3.0%

3.2%

3.2%

2.98%

2019

2020

2021

2022

2023

Avg.

(0.2)%

(0.1)%

0.6%

1.0%

1.2%

0.5%

Open market rental growth
IPF UK forecast
All Property
57%

20%

Forecast inflation vs open market rental growth
4.0%
3.0%

RPI - 57%

CPI - 20%

Fixed - 19%

Open market - 4%

2.7%

2.8%

96% of leases contain index-linked or fixed uplift rent
reviews



Inflation growth forecast materially higher than open market
rental growth forecast (see opposite)



73% of rents subject to cap averaging 4% pa



60% of rents subject to collar averaging 2% pa

3.2%

3.2%

2.98%

2.0%
1.0%
1.0%



3.0%

0.0%

1.2%

0.6%
(0.2)%

2019

0.5%

(0.1)%

2020

2021

2022

2023

Avg.

-1.0%
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Investment strategy: Long dated, low cost, fixed rate debt
LXi REIT plc strength of debt metrics

Free cash-flow generation

Facility
quantum

Fixed
all-in rate

Facility
maturity



286 bps spread between triple-net rental income (5.8%
average NIY) and low fixed cost of debt (2.94% pa)

£170m

2.94%

12 years



Spread rising to c. 486 bps by expiry of the loan term*

Facility 1

£55m

2.93%

Jul 2029



Facility 2

£40m

2.85%

Jul 2029

No property cost leakage – all leases triple net, full
repairing and insuring

Facility 3

£75m

2.99%

Dec 2033

Scottish Widows
long term facilities:
Total/average

%
9.00
7.80

8.00

Repayment structure: Interest only

7.07

7.00

6.40
5.80

6.00

Revolving credit facility: New £100m revolving credit facility
with Lloyds Bank at an attractive margin of 1.55% pa (capped
at 2.95%)

5.00

286 bps
spread

4.00
3.00

346 bps
spread

413 bps
spread

486 bps
spread

2.94
All-in rate of 2.94% pa

LTV at 30 Sep 2019: 20%

2.00

Fully drawn LTV forecast: c.30%

1.00

Target maximum LTV: 35%

0.00
Today

Year 4

Year 8

Year 12

Financial covenant LTV: 50% on all facilities
Illustrative example only, assuming a 2.5% pa rental growth rate based on the
average annual forecasts for RPI and CPI over the next five years
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Investment strategy: Pre-let forward funding in smaller lot sizes
Benefits of forward funding include:


Licence fee charged to developer during construction phase
(cash-backed) protecting against development delays and
voids



No speculative developments – all pre-let



Full planning consent in place prior to purchase

 c.3%, rather than 6.8%



Fixed price paid to the developer



Full unexpired lease term



Developer receives profit when building achieves practical
completion



Ability to source brand new, high quality and state of art
buildings



Construction costs are paid to the developer monthly in
arrears



Discount to investment values (average 11% achieved)

Risk mitigation:

 Less competitive market for smaller developments
 Different where lot sizes much larger or sectors very hot


Materially lower purchase costs - only pay stamp duty on
land price, not construction costs

11%

3%

c.

Average gain

Purchase costs

On fair value compared with
investment price
to date

Significant discount to 6.8%
full cost on built assets
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Sourcing long leases
Against backdrop of short average lease terms across wider property market, there remain significant opportunities to source longer leases:

Where there are very competitive
tenant markets with demand
outstripping limited supply





Budget hotels (e.g. Premier Inn,
Travelodge, Accor, Motel One and
Holiday Inn etc)

Where the asset is of strategic
importance to the particular tenant



Key operating assets

Discount foodstores (e.g. Aldi, Lidl etc.)

Where tenants are used to long term
freehold ownership



Q-Park




Aldi
Lidl



Premier Inn

Benefits of longer leases





Provide long term security of income
Low yield volatility versus short lease assets
Allow long term debt to mitigate refinancing and interest rate risk
Predictability of income growth through multiple contracted rent
reviews

Low yield volatility – 10 year annual standard
deviation (% pa)
10.2%
6.3%

UK Long-lease property (20 year+)

All UK real-estate
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Half-year results: Income statement
(£m) Period ended
30 Sep 2019

30 Sep 2018

Rental income

16.72

8.16

Administrative expenses

(2.83)

(1.41)

Operating profit before
valuation changes

13.89

6.75

Change in fair value

22.28

8.72

Gains on disposal

-

2.91

Operating profit

36.17

18.38

Variance

2.875p

2.93p

Dividend
per share

Adjusted EPS

+ 105.8%

Portfolio annual passing rent

+59%

+ 96.8%

£49.8m

£31.4m
Net finance cost

(2.37)

(1.24)

Profit for the period

33.80

17.14

+ 97.2%
31 Mar 2019

Dividend per share

2.875p

2.75

+ 4.6%

Adjusted EPS

2.93p

3.24p

- 9.6%

Current

The increase in annual passing rent reflects:
•

The investment of new equity and debt;

•

Accretive recycling of capital; and

•

Inflation linked rent reviews in the period
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Half-year results: Balance sheet
(£m) as at
30 Sep 2019

31 Mar 2019

Investment property

743.84

511.53

Cash at bank

57.20

62.61

Other assets

19.14

5.88

Total assets

820.18

580.02

Current liabilities

25.05

8.96

Borrowings & other
long term liabilities

171.84

167.31

Net assets

623.29

403.75

Variance

119.6p

20%

EPRA NAV

LOAN TO VALUE

Reflecting EPRA NAV growth in
the period of 4.3%

Significantly below our 35% target
and 50% covenant

+ 41.4%

Investment property valuation*

+42%
+ 54.4%

£838.5m

£589.5m

NAV per share

119.54

114.60

+ 4.3%

EPRA NAV per share

119.56

114.60

+ 4.3%

* Includes all forward funding commitments and assets exchanged but not completed at balance sheet date

31 Mar 2019

30 Sep 2019
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Half-year results: EPRA NAV bridge
Movements in EPRA NAV in the half-year to 30 Sep 2019

pence

4.3%
EPRA NAV
Growth
(2.8125)

For the half-year to
30 September 2019

6.8%

Half-year Total
NAV Return*
Representing outperformance
versus the 8+% annual target

* Comprises NAV per share growth of 4.96p and dividends per share of 2.8125p
** Dividends of 2.8125p comprises the 1.375p final dividend paid in respect of the year ended 31 March 2019 and the first interim dividend of 1.4375p paid in respect of the year
ending 31 March 2020
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Consistent NAV growth since IPO
LXi REIT plc EPRA NAV growth
pence
120

The consistent and strong NAV growth since IPO reflects:

From IPO to 30 September 2019

+22%



Forward funding discount for smaller lot sized assets – 11% average
uplift achieved between acquisition price and built value



Capitalisation of index-linked rental growth



Off-market purchases – relationship-driven; reputation for speed and
certainty of transacting



Efficient transaction costs



Profitable disposal of assets ahead of acquisition cost and book value
– average geared IRR 32% p.a.

119.56

118
116
114

114.60
113.00

112
110
108
107.67

106
104

105.01

Average annual
total NAV return

102
100
98
IPO

12.8% pa

30-Sep-17 31-Mar-18 30-Sep-18 31-Mar-19 30-Sep-19

Reflecting NAV growth and
dividends paid on a per annum
basis
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Outlook


Well-placed for continuing strong income and capital growth performance



Resilient, diversified portfolio, 100% let or pre-let to 50 secure tenants, with strong
residual values and 22 year WAULT



96% of rent index-linked/fixed uplifts – inflation expected to continue to outperform open
market rental growth



£95m of forward fundings not included in Sep 2019 NAV to complete before Mar 2020
providing significant potential for further growth in the full year



Global economic concerns and political instability to maintain downward pressure on
government bond yields through sustained demand for low-risk products



Continue to see attractive pricing in the midst of uncertainty particularly through forward
fundings and from open ended funds seeking liquidity



Demonstrated ability to successfully recycle capital generated through profitable
disposals
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Appendix: Company summary
Company

LXI REIT plc

Investment Advisor

LXI REIT Advisors Limited

Structure

Closed-ended, listed REIT

Exchange

Main Market, London Stock Exchange (Premium Listing)
FTSE EPRA/NAREIT Index member

Fund size

Current market cap £660m; intention to grow to £1bn+ over medium term

Target returns

5.75p per share dividend target for year ending 31 March 2020; total return target a minimum of 8% pa over the medium-term*

Dividend growth

Anticipated to continue grow broadly in line with inflation

Dividend frequency

Quarterly

Strategy

- Inflation-protected income and capital growth underpinned by a portfolio of secure, long-let and index-linked UK property assets,
diversified by sector, tenant and geography and demonstrating a strong residual land value
- No speculative development or assumption of direct development risk

Geography

United Kingdom

Fees

No performance fee. Management fee:
• 0.75% pa on market cap up to and including £500 million
• 0.65% pa on market cap above £500 million

Board

Independent, non-executive Board of Directors

* These are target returns only and not a forecast of profits and there can be no assurance that these targets will be achieved.
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Appendix: Management team and Board of Directors
Investment Advisor





John White and Simon Lee are co-managers
Over 50 years of combined experience and transacted £1bn+ of real
estate assets
Strong team of support - part of Alvarium Investments (formerly LJ
Partnership), multi-family office and asset manager with $15bn AUM
John White – Co-Manager




31 years’ property industry experience
Previously Partner at Cushman & Wakefield. Qualified Chartered
Surveyor, Fellow of RICS
Co-founded Osprey in 2011 and LXI in 2016

Simon Lee – Co-Manager




20 years’ property industry experience
Qualified and practised as a solicitor at City law firm, Slaughter and
May
Co-founded Osprey in 2011 and LXI in 2016

Non-Executive Directors



Governance structure strongly aligned with shareholder interests
Four highly experienced, independent Non-Executive Directors

Stephen Hubbard – Non-Executive Chairman




Colin Smith OBE – Non-Executive Director





Freddie Brooks – Head of Finance




Qualified ACA and practised in BDO LLP’s Real Estate and
Construction team for six years
Qualified Chartered surveyor, Member of RICS
Significant experience working with UK REITs and private real
estate funds

Jamie Beale – Head of Transactions



Significant transaction management experience in long income and
forward funding real estate space
Previously, five years’ experience as City of London commercial
property solicitor

Currently Chairman of CBRE UK, having spent 40 years at the firm
Member of the Chairman’s Advisory Board of Redevco
NED of Workspace Group plc

Formerly Chairman of Poundland for 10 years and two as a NED
Previously at Safeway for 20 years in senior finance roles
including Finance Director and for the last 6 years as CEO
Formerly Chairman of Hilton Food Group plc between 2016 and
2018, having served as a NED since 2010
Formerly Chairman of The Challenge Network and of the food
industry sponsored Red Tractor assurance scheme

Jan Etherden – Non-Executive Director




Former Investment COO and Fund Manager at Newton IM
Former Head of UK Equities at Confederation Life / Sun Life of
Canada
Previously NED of Ruffer Investment Company Limited

John Cartwright – Non-Executive Director




Previously, Head of Retail and Institutional Funds at M&G Real
Estate (formally, PRUPIM)
Chief Executive of the Association of Real Estate Funds (AREF)
Non-Executive Member of the Investment Committee of Lothbury
Property Trust
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Disclaimer
This document has been prepared by LXi REIT Advisors Ltd and LJ Administration (UK) Limited (the “AIFM”), (together "LXi") for information and
discussion purposes only and should not be considered an offer or solicitation of an offer to buy or sell shares in the capital of LXi REIT plc (the
"Company"). In particular, this document does not constitute or form any part of, and should not be construed as, an offer or invitation to sell or issue,
or any offer or inducement or other solicitation or invitation to purchase or subscribe for any securities. This document, any presentation made in
connection herewith and any accompanying materials do not purport to contain all information that may be required to evaluate the Company and/or its
financial position and do not, and are not intended to, constitute either advice or a recommendation regarding shares of the Company.
The information in this document has not been fully verified and is subject to material revision and further amendment without notice. None of the
Company, LXi or any other person makes any guarantee, representation or warranty, express or implied, as to the accuracy, completeness or fairness
of the information and opinions contained in this document and none of the Company, LXi or any other person accepts any responsibility or liability
whatsoever for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection therewith. In preparing this
document, LXi has relied upon and assumed, without independent verification, the accuracy and completeness of all information available from public
sources or which was otherwise reviewed by LXi. The information in this document may be based upon the subjective views of LXi or upon third party
sources subjectively selected by LXi. LXi believes that such third party sources are reliable; however, no assurances can be made in this regard.
This document is only addressed to and directed at a limited number of persons in member states of the European Economic Area ("EEA") who are
qualified investors within the meaning of Article 2 (e) of the Prospectus Regulation (EU) 2017/1129 ("Qualified Investors"). In the United Kingdom this
document is only addressed to and directed at Qualified Investors who (i) have professional experience in matters relating to investments and who fall
within the definition of "investment professionals" in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as
amended (the "Order"), or (ii) are high net worth entities, unincorporated associations and partnerships and trustees of high value trusts as described
in Article 49(2)(a) to (d) of the Order, or (iii) are other persons to whom this document may otherwise lawfully be communicated (all such persons
together being referred to as "relevant persons").
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Disclaimer
In the United States, this document is addressed to and directed only at "qualified institutional buyers" ("QIBs") as defined in Rule 144A under the
United States Securities Act of 1933, as amended (the "Securities Act"). Outside the United States, this document is only addressed to non-US
Persons (as such term is defined in Regulation S) in reliance upon Regulation S. This document must not be made available (i) in the United Kingdom,
to persons who are not relevant persons, (ii) in any other member state of the EEA, to persons who are not Qualified Investors, and (iii) in the United
States, to persons who are not QIBs. This document must not be acted or relied on by persons who are not either relevant persons, Qualified Investors
or QIBs (as applicable) and any investment activity to which this document relates is available only to such relevant persons, Qualified Investors, or
QIBs. The distribution of this document in or to persons subject to other jurisdictions may be restricted by law and persons into whose possession this
document comes should inform themselves about, and observe, any such restrictions. Any failure to comply with these restrictions may constitute a
violation of the laws of the relevant jurisdiction.
The securities of the Company have not been and will not be registered under the Securities Act or the securities laws of any state of the United States
or any other jurisdiction and may not be offered or sold in the United States except pursuant to an exemption from, or in a transaction not subject to,
the registration requirements of the Securities Act.
This document may include statements that are, or may be deemed to be, forward-looking statements. The words "target", "expect", "anticipate",
"believe", "intend", "plan", "estimate", "aim", "forecast", "project", "indicate", "should", "may", "will" and similar expressions may identify forward-looking
statements. Any statements in this document regarding the Company's current intentions, beliefs or expectations concerning, among other things, the
Company's operating performance, financial condition, prospects, growth, strategies, general economic conditions and the industry in which the
Company operates, are forward-looking statements and are based on numerous assumptions regarding the Company's present and future business
strategies and the environment in which the Company will operate in the future. Forward-looking statements involve inherent known and unknown
risks, uncertainties and contingencies because they relate to events and depend on circumstances that may or may not occur in the future and that
may cause the actual results, performance or achievements of the Company to differ significantly, positively or negatively, from those expressed or
implied by such forward-looking statements. No representation or warranty, express or implied, is made regarding future performance or the
achievement or reasonableness of any forward-looking statements. As a result, recipients of this document should not rely on forward-looking
statements due to the inherent uncertainty. The Company undertakes no obligation to publicly release the results of any revisions to any forwardlooking statements in this document that may occur due to any change in its expectations or to reflect events or circumstances after the date of this
document. No statement in this document is intended to be, nor should be construed as, a profit forecast.
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Disclaimer
This document includes track record information regarding certain investments made and/or managed by the Company or LXi. Such information is not
necessarily comprehensive and potential investors should not consider such information to be indicative of the possible future performance of the
Company. The past performance of the Company or LXi is not a reliable indicator of, and cannot be relied upon as a guide to, the future performance
of the Company.
By accepting this document or by attending any presentation to which this document relates you will be taken to have represented, warranted and
undertaken that: (i) you are a relevant person, a Qualified Investor or a QIB, as applicable; and (ii) you have read and agree to comply with the
contents of this notice.
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