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Ediston Property's out-of-town retail focus shows its
mettle

90p

Price:

Market Cap: £18808700000M
1 Year Share Price Graph

Calum Bruce, the manager of Ediston Property Investment Company
PLC (LON:EPIC) is not overly sympathetic to retailers struggling on the high
street.
They have not adapted or changed to what consumers want, he says, and
have been too loyal to the high street for too long.
"They should have rationalised their portfolios ten years ago."
WATCH: Ediston Property Investment taking a 'hands-on approach' to asset
management?
As the manager of a property portfolio at EPIC now worth around £360mln,
Bruce has a good insight into what is going on in shops across the UK.
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EPIC's focus is out-of-town retail parks and he says investors need to
distinguish between the different types of retail outlet - high street, shopping
centre and the parks that are the REIT's speciality.
Retail parks now account for 75% of its portfolio following a decision to shift
away from provincial offices (22%), while there is a smattering of buildings let
to Mecca as bingo halls and one development site.
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To have a development site is unusual for a REIT, but this highlights how EPIC
differs from its peers, says Bruce.

Ediston is a Real Estate Investment Trust
listed on the London Stock Exchange,

Investment objective

"We are not benchmarked against the standard property indices," he says,
which gives it leeway to look for opportunities where it sees value even if they
are outside the norm for a property trust.
Strong performance
Total assets last year rose in value by 8.9% to £357mln, which followed a 9.3%
rise from the previous year.
That performance underlines the resilience of the out-of-town retail parks, but
also EPIC's careful selection.
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"Some 60 or 70% of the [retail parks] market we would not invest in due to overrenting or where the rent you receive is higher than the ongoing market rate."
In those instances, the income stream drops when there is a void.
"We like parks at sensible rental levels, that dominate the catchment area and tenants trade well.
"How well the tenants are doing is fundamental," he says.

www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.co.uk

The Business Centre 6 Wool House, 74 Back Church Lane

London, E1 1AF

United Kingdom Company No. 05639690

VAT No. 87207082

That does not mean retail parks are immune to the woes affecting retail elsewhere.
There have been failures among its tenants, but where EPIC has had to deal with a company voluntary arrangement
(CVAs) the stores on its sites are the ones where tenants have stayed with no rent reductions.
Or else in the case of one store in Hull, it was able to accommodate another tenant on site that wanted to move up in
store size.
Online growth to plateau
Longer term, Bruce agrees with recent studies that have suggested online growth will plateau at about 20% of all
shopping.
He also sees the recent problems in retail passing eventually once portfolios have been readjusted and there is some
certainty over Brexit.
"We are [a] nation of shoppers and the sector's woes are being played out in the public arena."
EPIC's leases are just under seven years in length on average, with some tenants such as food retailer Iceland, having
space in more than one park.
Building up relationships with tenants is important, he says, as they often take multiple sites.
Retail continues to evolve
Having the right mix of retailers in any one park is also important.
Coffee shops and wi-fi encourage families and boost footfall while ruling out over-renting means EPIC's portfolio is
resilient to unexpected shocks and the underlying income is stronger.
At 106p, the market cap is £224mln and the discount to 2018's asset value is around 8%.
That is higher than the recent past and seemingly reflects the uncertainty over retail generally.
The yield currently is 5.4% based after a 4.75% increase to 5.75p in the year to September.
Bruce remains upbeat over retail going forward and sees the recent problems as throwing up opportunities to expand
further - in and around the UK's major cities for example.
"There will be more casualties, but retail is not in terminal decline, it is evolving and will continue to evolve."
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No investment advice
Proactive Investors is a publisher and is not registered with or authorised by the Financial Conduct Authority (FCA). You understand and agree that no content
published constitutes a recommendation that any particular security, portfolio of securities, transaction, or investment strategy is suitable or advisable for any
specific person. You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential,
advisability, value or suitability of any particular security, portfolio of securities, transaction, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including company related products,
and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that contributors
may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases where the
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position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and agree that
at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price and other
data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such calculations are
guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be selective,
may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
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