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Company news  
 

The Unite Group (UTG, 1,165p, £4,639m mkt cap) 

Owner, manager and developer of UK student accommodation. London Student Accommodation Joint 

Venture (LSAV) JV with GIC extended by ten years to September 2032. LSAV was established in 2012 with a 

ten-year term maturing in September 2022. Both Unite and GIC will retain a 50% equity stake in LSAV, which 

had net assets of £814m as at 31 December 2020. Unite's performance fee will be paid in cash in Q4 2021, 

based on valuations and cashflows to 30 September 2021.  Unite's share of the performance fee is expected to 

be approximately £30 - 40m, of which £9.2m had already been recognised in Unite's balance sheet as at 31 

December 2020. Unite's remaining share of c. £20 - 30m (5 - 8p per share) is expected to be recognised in 

2021. The performance fee will be a capital receipt and is not included in the Group's EPRA EPS guidance of 

27-30p for 2021. The performance fee will reduce LTV by just under one percentage point on a pro forma 

basis. Unite will be entitled to receive a performance fee from LSAV equivalent to 12.5% of returns in excess of 

8% pa in the period from 2021 - 32. In addition, the Aston Student Village part of the joint venture with GIC 

will be merged with LSAV, further simplifying the Group's funding structure. Unite will continue to act as 

property and asset manager for the duration of the new joint venture on existing terms and fee levels. As part 

of the extended relationship, Unite and GIC will explore opportunities to expand LSAV, through potential 

acquisitions of investment assets. 
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Custodian REIT (CREI, 102p, £429m)  

UK commercial real estate investment trust, broadly based across GB.  NAV report and dividend update, Q4 

(Mar). NAV, £410m (31 December 2020, £405m); NAV per share 97.6p (96.4p). Q4 dividend, 1.25p (Q3, 1.25p). 

Aggregate dividends, FY 21, 4.5p (FY 20, 6.65p), reflecting the decreases in rent collection rate and rent roll 

since the onset of the pandemic. 91% of rent collected during FY 21, adjusted for contractual rent deferrals. 

Target dividend of not less than 5.0p for FY 22, based on rent collection levels remaining in line with 

expectations. FY 21 EPRA EPS, -20% 5.6p due to prudent assumptions regarding the collection of deferred and 

overdue rent and a 5.0% decrease in the annual rent roll. Net LTV, 24.9% (24.0%). 31 March portfolio valuation 

£552m (Dec, £547m): industrial, 49%; retail warehouse, 18%; other retail, 15%; office, 10%; high street retail, 

8%. Portfolio consists of 159 assets with a net initial yield of 6.6% (6.7%); occupancy, 91.5% (92.3%).  

Commentary: “The clear winner in real estate investment has been the industrial and logistics sector. 

Investment demand and pricing are at record levels which has been strongly positive for Custodian as this 

sector makes up 49% of the portfolio. The high street retail sector's future is uncertain, but we believe as part 

of a combined retail and leisure-based city centre there will still be active demand from occupiers. The trend 

for fewer shops was well established prior to the pandemic, but in core locations we still expect to see high 

occupancy levels albeit at rental levels 25 - 50% below the peak. By contrast is witnessing investors openly 

competing for assets.  This is a sector where there is confidence that the combination of convenience, lower 

costs per square foot and the complementary offer to online retail will keep these assets relevant. It is widely 

believed that after a year of working from home the majority of workers are itching to get back to the office.  

Without doubt the way we use offices and how frequently we visit them has changed, following the largely 

successful national experiment of remote working.  As always when considering real estate investment the 

location of offices will be key”. Viewpoint: Some interesting and wide-ranging insights on the property sector 

in the RNS, of which the above is a selection. 

 

Economic data  
 

Housing market. Mortgage approvals for house purchase were 82,700 in March, 20% lower than the recent 

peak of 103,100 in November 2020, but higher than in February 2020, immediately pre-lockdown, according 

to the Bank of England (link). Individuals borrowed an additional £11.8bn in March secured on their homes 

(below). This was the strongest net borrowing on record since the series began in April 1993, with the previous 

peak being £10.4bn in October 2006. The strength in net lending reflected gross lending also reaching a new 

series high of £35.6bn in March. The strong borrowing was driven by the expected ending of the temporary 

stamp duty tax relief at the end of March, which has now been extended to the end of June. The ‘effective’ 

rate on newly drawn mortgages rose 4 basis points to 1.95% during the month and compares to a series low of 

1.72% in August 2020. The rate on the outstanding stock of mortgages remained broadly unchanged at a 

series low of 2.08%. 

https://www.bankofengland.co.uk/statistics/money-and-credit/2021/march-2021
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