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Goodman Property Trust

UNDERPERFORM
Lifting the Stakes With Well Timed

. NZX Code GMT
Railse Share price NZ$2.20
Target price NZ$1.83
Goodman Property Trust (GMT) has announced an NZ$165m capital raise, Ef:ergi?\gres 1294Lg::

indicated a +6% portfolio revaluation, confirmed further acquisition and M .
arket cap NZ$2,842m

development activity, and reaffirmed its flat earnings and distribution
guidance for FY20. The portfolio remains in robust shape with 99.4%
occupancy and strong underlying rental growth. UNDERPERFORM.

Average daily turnover 789.1k (NZ$1,411k)

Share Price Performance

What’s changed? $2.50
B Earnings: FY20E +2.6%, FY21E +4.4% and FY22E up +4%, but EPU B ,.»"” 130
down slightly from issuance of new units $2. o /,-,\:w""

®  Target Price: Lifted slightly from NZ$1.79 to NZ$1.83 $1.50 ,~\m~\,~:~/"' ;

NZ$165m capital raise plus sizeable interim revaluation $1.00 080

GMT is undertaking an NZ$150m placement and NZ$15m via a Unit Purchase Sep16 Sep17 Sep18 Sep19

Plan which reduces GMT’s committed gearing to a conservative 21%. Proceeds Price =====-- Relative to S&P/NZX Property

are to be used to pay down debt initially and fund acquisition and development

activity. There is an interim reval gain to September 2019 of ~NZ$170m (+6%), Financials: March 19A 20E 21E 22E

highlighting the strength of the Auckland industrial market. The cap rate firmed NPAT* (NZ$m) 909 903 951 987

30bps to 5.4% lifting the NTA by 13cpu to ~NZ$1.71. EPS* (NZc) 70 67 69 7.1

* (0, . i

Given the significant premium to NTA, GMT is being opportunistic raising Eﬁzg@m (%) g; Z? 23 2;3

equity; however, it has had a strategy of maintaining conservative gearing, ( _C) : : . :
; : . - Imputation (%) 100 100 100 100

recycling non-core assets and executing well in terms of acquiring well located

in-fill b field sit d buildi t its existing industrial estates.

in-fill brownfield sites and building out its existing industrial estates Valuation (x) 19A 20E 21E 2

Executing to strategy EV/EBITDA 273 268 244 234

GMT has announced NZ$169m of new investments including a new infill E\é/EBIT g:g ggg g:g ;233;

location in line with other recent activity (i.e a relatively short lease period Price / NTA 14 13 12 1

providing a modest holding return but with significant development opportunity).
There are five new projects on existing GMT industrial estates of NZ$75m with
a 6.1% initial yield total cost, although limited details have been provided.

Minor forecast and valuation changes

We have added in GMT’s most recent acquisition in Mt Wellington, and
adjusted our forecasts for the capital raise. EPU is slightly dilutionary as we
have not yet fully factored in the planned development activity. Our target price
has lifted slightly from NZ$1.79 to NZ$1.83 and this was boosted by a higher
NAV (NZ$1.67 to NZ$1.75) following the interim reval. Note: in our sector report
‘Real Estate Reflections’ dated 5 September we adopted our new Research
team risk free rate of 2% and market risk premium of 7.5% which at the time
increased the GMT target price by +13%.

Investment View

GMT is executing well on its recycling and brownfield development
strategy, with its portfolio now weighted ~100% to Auckland industrial.
Auckland industrial remains the top performing property sector, with strong
occupier demand and record low vacancy. However, these positive drivers
are reflected in GMT’s share price which has materially outperformed
peers. We maintain our UNDERPERFORM rating which reflects our view
on GMT'’s valuation relative to other listed property vehicles.

Cash dividend yield (%) 30 30 30 30
Gross dividend yield (%) 43 43 43 43

*Historic and forecast numbers based on underlying profits

Jeremy Simpson, CFA
jeremy.simpson@forsythbarr.co.nz
+64 9 368 0022

This publication is not for reproduction, public circulation or the use of any third party (whether in whole or in part) without the prior written consent of Forsyth Barr Limited.



Goodman Property Trust (GMT)

Priced as at 18 Sep 2019: NZ$2.19
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March year end

Forsyth Barr valuation Valuation Ratios 2018A  2019A  2020E  2021E  2022E
Valuation methodology Blended DCF (50%) and NAV (50%) EV/EBITDA (x) 26.2 27.3 26.8 244 231
EVIEBIT (x) 26.2 27.3 26.8 244 231
12-month target price (NZ$)* 1.83  Spot valuations (NZ$) PE (x) 30.3 313 325 319 30.7
Expected share price return -16.6% 1.DCF 1.82  Price/NTA (x) 1.58 1.39 1.28 1.24 1.20
Net dividend yield 30% 2.NAV 1.75  Free cash flow yield (%) 04 2.3 -1 1.0 1.6
Estimated 12-month retun -13.6% nla n/a  Net dividend yield (%) 3.0 3.0 3.0 3.0 3.0
Gross dividend yield (%) 43 43 43 43 43
Key WACC assumptions DCF valuation summary (NZ$m) Imputation (%) 100 100 100 100 100
Risk free rate 2.0%  Total firm value 2,975 Pay-out ratio (%) 92 95 99 97 93
Equity beta 0.62  (Net debt)/cash (582)
WACC 5.1%  Value of equity 2,393 Capital Structure 2018A 2019A 2020E  2021E  2022E
Terminal growth 15%  Shares (m) 1,295 Interest cover EBIT (x) 5.1 6.1 71 6.3 6.3
Net debt/ tangible assets (%) 30.7 218 19.5 20.3 20.7
Profit and Loss Account (NZ$m)  2018A  2019A 2020E 2021E  2022E  Net debt/ND+E (%) 31.3 221 19.8 20.6 20.9
Sales revenue 149 141 141 155 164  Net debt/EBITDA (x) 6.0 45 4.6 45 45
Normalised EBITDA 138 130 128 140 148
Depreciation and amortisation - - - - - Key Ratios 2018A  2019A  2020E 2021E  2022E
Normalised EBIT 138 130 128 140 148 Return on assets (%) 5.1 48 42 44 45
Net interest (27) (21) (18) (22) (24) Return on equity (%) 52 44 38 3.9 3.9
Associate income - - - - - Return on funds employed (%) 4.4 39 3.6 3.6 37
Tax (18) (18) (20) (23) (26) EBITDA margin (%) 92.6 92.0 90.4 90.6 90.6
Minority interests - - - - - EBIT margin (%) 92.6 92.0 90.4 90.6 90.6
Normalised NPAT 93 91 90 95 99 Capex to sales (%) 68.7  102.2 85.1 423 33.2
Abnormals/other (101) (229) (182) (60) (63) Capex to depreciation (%) nfa nfa n/a nfa nla
Reported NPAT 194 320 272 155 161
Normalised EPS (cps) 72 7.0 6.7 6.9 7.1 Key Ratios 2018A 2019A 2020E  2021E  2022E
DPS (cps) 6.7 6.7 6.7 6.7 6.7 Net rental movement (consolidated)
Acquisitons - GMT 15 0.7 2.6 5.1 1.8
Growth Rates 2018A 2019A 2020E 2021E  2022E Acquisitons - JV (51%) 35 52 1.0 - -
Revenue (%) 0.9 5.0 0.2 9.4 5.7 Developments 5.6 6.8 7.0 10.0 9.1
EBITDA (%) 0.7 5.6 14 9.6 5.7 Underlying portfolio 33 39 37 49 28
EBIT (%) 0.7 5.6 14 9.6 5.7 Additional income (3.8) 0.7 - - -
Normalised NPAT (%) 5.1 2.6 0.7 53 3.8 Disposals - GMT 6.1) (16.1)  (13.7) (5.4) 0.4)
Normalised EPS (%) 5.6 -3.1 -3.9 2.0 3.8 Disposals - JV (51%) - - (5.7)  (13.7) -
DPS (%) 0.0 0.0 0.0 0.0 0.0 Netchange 4.0 1.2 (5.1) 0.9 13.3
Net rental income 148.5 1411 141.4 154.7 163.6
Cash Flow (NZ$m) 2018A 2019A  2020E 2021E 2022E Property portfolio (consolidated)
EBITDA 138 130 128 140 148  Stabalised assets 2,026 2,044 2465 2849 3,019
Working capital change (22) (18) (0) 0 (0) Developments 49 68 78 79 59
Interest & tax paid (26) (33) (38) (45) (50) Land 175 120 96 72 48
Other - - - - - Held for sale 8 239 - - -
Operating cash flow 90 79 90 95 99 JVassets (51%) 165 217 - - -
Capital expenditure (102) (144) (120) (65) (54) Total 2,422 2,747 2,639 3,000 3,126
(Acquisitions)/divestments (5) 134 (60) - - Property portfolio (movement)
Other (28) 255 - - - Opening value 2481 2422 2,747 2639 3,000
Funding available/(required) (45) 324 (90) 30 44 Acquisitions / tranfers in (3) 74 93 94 (0)
Dividends paid (86) (86) (89) (92) (92) Net expenditure 139 120 129 120 65
Equity raised/(returned) 10 10 176 12 13 Disposals / transfers out (297) (10)  (516) (34) -
Increase/(decrease) in net debt 120 (248) 2 50 35 Fair value movement 102 141 185 182 60
Total 2,422 2,747 2,639 3,000 3,126
Balance Sheet (NZ$m) 2018A 2019A 2020E 2021E  2022E
Working capital (40) (34) (34) (34) (34) Property Statistics 2015A 2016A  2017A  2018A  2019A
Fixed assets 2,231 2633 3,000 31126 3,243 Walt (years) 5.1 5.7 58 6.1 52
Intangibles - - - - - Occupancy (%) 96% 97% 98% 98% 98%
Other assets 475 70 27 27 27 Cap rate (%) 750% 6.95% 6.50% 6.20% 5.80%
Total funds employed 2,666 2670 2,993 3,119 3,236 NLA (000sqm) 983 1,041 99 1,111 1,000
Net debt/(cash) 819 582 584 634 669 Portfio leasing (000sqm) 100 159 154 202 97
Other non current liabilities 53 42 42 42 42 Development commitments (000sgm 51 65 33 64 58
Shareholder's funds 1,794 2,046 2367 2,443 2,525 Customers (no) 251 281 240 264 264
Minority interests - - - - -
Total funding sources 2,666 2,670 2,993 3,119 3,236
* Forsyth Barr target prices reflect valuation rolled forward at cost of equity less the next 12-months dividend
Goodman Property Trust New Zealand Equity Research
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Figure 2. Forecast changes
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Raising the stakes

NZ$165m capital raise

GMT has announced an NZ$165m capital raise via an NZ$150m underwritten placement
with the intention of raising an additional NZ$15m of equity via a retail offering (a unit
purchase plan with a 17 September record date) with the ability to accept over
subscriptions of up to NZ$10m. The raise will be priced at NZ$2.10 per unit, representing
a ~4.54% discount to its NZ$2.19 unit price as of 18 September 2019. The placement will
reduce committed gearing to 21.2%, with the potential to fall further to 20.7% if the
additional NZ$15m unit purchase plan is successful. This appropriately positions GMT to
execute on its development pipeline, whilst staying below management’s desired gearing
range of 25%—-35%, which has been its approach in recent years.

Figure 1. Capital Raise Key Dates

Key dates Date
Placement

Trading Halt commences and bookbuild undertaken 18 Sep 2019
Trading Halt lifted 19 Sep 2019
Placement settlement 24 Sep 2019
Unit Purchase Plan Offer

Record Date 17 Sep 2019
Release of Offer document 26 Sep 2019
Offer Opens 26 Sep 2019
Offer Closes 18 Oct 2019
Settlement of allotment 24 Oct 2019

Source: Forsyth Barr analysis, Company Reports

Pipeline deep, and acquisitions a plenty

GMT'’s extensive development programme was added to with the announcement of a
NZ$74.9m development package. These additions to the current NZ$140.7m pipeline
consist of five new Auckland based industrial developments being constructed on a build-
to-lease basis and will add NZ$4.6m in annual rental income once occupied, representing
a yield on cost of ~6.1%. GMT has also executed on recent acquisitions of additional
industrial sites in Mt Roskill, Mangere, and Mt Wellington adding 201,081 sgm of land
area at a yield of ~5%.

Revals following the broader sector

GMT has indicated that its 1H20 result, for the six months ending 30 September 2019,
will include a +6% revaluation gain, elevating its NTA 13 cents, to ~NZ$1.70cpu. Since its
FY19 result in March 2019 GMT’s cap rate has firmed 30bps to 5.4%, which is largely a
derivative of robust demand for prime industrial assets driving historically low vacancy
rates, and a subdued interest rate environment spurring investor enthusiasm in defensive
assets like industrial property, resulting in upward valuation evidence.

Minor forecast changes

2020E 2021E 2022E

Oid New % chg Oid New % chg Old New % chg
Net rental income 139.7 141.4 1.2% 151.4 154.7 2.2% 160.2 163.6 2.1%
Corporate costs (13.4) (13.5) 1.2% (13.9) (14.5) 4.5% (14.8) (15.4) 4.3%
EBITDA 126.4 127.9 1.2% 137.5 140.3 2.0% 145.4 148.2 1.9%
Net interest (19.0) (17.9) 5.7% (24.3) (22.1) -9.0% (25.5) (23.5) -1.7%
Current tax (19.3) (19.7) 1.8% (22.2) (23.1) 4.1% (25.0) (26.0) 3.9%
Underlying NPAT (Forbar) 88.0 90.3 2.6% 91.1 95.1 4.4% 94.9 98.7 4.0%
EPU (cps) 6.80 6.75 0.7% 7.03 6.88 2.1% 7.33 7.15 -2.5%
DPU (cps) 6.65 6.65 - 6.65 6.65 - 6.65 6.65 -

Source: Forsyth Barr analysis
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Company description

Goodman Property Trust (GMT) owns
NZ$2.2bn of investment property located
primarily in Auckland. GMT's portfolio is
99% weighted to industrial-focussed
assets, with these mainly comprising
prime industrial and business parks. Its
largest asset is Highbrook Business Park
(~50% of portfolio) where it has a
substantial land holding for future
development. GMT is managed by ASX-
listed Goodman Group (GMG), a global
leader in industrial property management
and development. GMT has been very
active with asset recycling and has
recently sold its 'VXV' CBD office portfolio,
which was held in a JV with Singaporean
Sovereign Wealth Fund GIC since 2014.

Figure 3. Portfolio exposures
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Investment summary

Although Goodman Property Trust (GMT) is struggling to achieve earnings growth,
it continues to execute well on its recycling strategy and is significantly improving
portfolio quality. Though holding a high quality portfolio, we believe investors are
paying for this with GMT trading at a material premium to peers on book and yield
multiples. GMT is currently paying out above AFFO, which is reflected in a flat
dividend outlook. In our sector report ‘Real Estate Reflections’ dated 5 September
we adopted our new Research team risk free rate of 2% and market risk premium of
7.5% which increased GMT’s target price by +13%. UNDERPERFORM.

Earnings and cash flow outlook

B Unlocking its brownfield land bank: GMT is becoming increasingly focussed on
developing its substantial land bank within its existing portfolio, with the greenfield
land bank becoming smaller and high prevailing land prices for greenfield sites.

m  Developments: GMT is working through its land bank with new
committed/uncommitted developments. Incorporating GMT’s current development
pipeline, Highbrook Business Park would be largely complete.

Business quality

B Strong property fundamentals: The Auckland industrial market continues to
perform strongly with record low vacancies. GMT has solid portfolio metrics with
WALT and occupancy of 5.2 years and 99.4% respectively.

B Recycling non-core assets: GMT has successfully recycled its suburban office and
Christchurch assets into new industrial developments in Auckland. GMT has
divested NZ$570m of non-core assets over FY18 and FY19 and committed to
NZ$195m of development.

Financial structure

B Balance sheet capacity: Gearing remains at the low end of the sector range at
~20%, providing GMT with significant balance sheet capacity or the ability to
maintain a conservative balance sheet late in the cycle.

B Revaluation gains: GMT achieved a revaluation gain of +8% in FY19 and +6% in
1H20.

Risks factors

B Rising interest rates: Higher interest rates make other yield investments more
attractive relative to listed property dividend yields.

B Spec development leasing: ~50% of development commitments in FY18 were for
speculative developments which carry leasing risk for GMT.

Figure 4. Asset recycling
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Source: Forsyth Barr analysis, company reports
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Figure 5. Substantial Shareholders

Shareholder Latest Holding
Goodman Funds Management 20.6%
ACC 5.5%

Source: NZX, Forsyth Barr analysis, NOTE: based on SSH notices only

Figure 6. International Compcos

Company Code Price Mkt Cap PE EVIEBITDA EVIEBIT Cash D/YId
(metrics re-weighted to reflect GMT's balance date - March) (m) 2020E  2021E  2020E = 2021E  2020E  2021E 2021E
Goodman Property Trust GMT NZ NZ$2.20 NZ$2,842 32.5x 31.9x 26.8x 24.4x 26.8x 24.4x 3.0%
Argosy Property * ARG NZ NZ$1.44 NZ$1,191 21.8x 20.9x 20.0x 18.7x 20.0x 18.7x 4.4%
Investore * IPL NZ NZ$1.94 NZ§505 23.8x 23.3x 20.1x 19.9x 20.1x 19.9x 3.9%
Kiwi Property Group * KPG Nz NZ$1.65 NZ$2,383 23.2x 22.1x 20.5x 19.1x 20.5x 19.1x 4.3%
Asset Plus * APL NZ NZ$0.64 NZz§104 16.6x 17.7x 12.3x 13.2x 12.3x 13.2x 5.6%
Precinct Properties NZ * PCT NZ NZz$1.79 NZ$2,352 27.3x 25.9x 27.6x 22.7x 27.6x 22.7x 3.6%
Property For Industry * PFINZ NZ$2.40 NZ$1,194 27.8x 27.5x 21.3x 21.1x 21.3x 21.1x 3.2%
Stride Property * SPGNZ NZz$2.30 NZ$840 21.9x 20.7x 20.7x 18.9x 20.7x 18.9x 4.3%
Vital Healthcare * VHP NZ NZ$2.64 NZ$1,191 27.2x 25.8x 23.2x 22.0x 23.2x 22.0x 34%

Compco Average: 23.7x 23.0x 20.7x 19.4x 20.7x 19.4x 4.1%
EV = Current Market Cap + Actual Net Debt GMT Relative: +37% +39% +29% +26% +29% +26% -26%

Source: *Forsyth Barr analysis, Bloomberg Consensus, Compco metrics re-weighted to reflect headline (GMT) companies fiscal year end

Figure 7. Consensus EPS Momentum Figure 8. 12 Month Forward PE
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2020 EPS (consensus): GMT

GMT PE: 32.2x =====-- 5 yr Average: 18.1x
2021 EPS (consensus): GMT

Source: Forsyth Barr analysis, Bloomberg Source: Forsyth Barr analysis

Not personalised financial advice: The recommendations and opinions in this publication do not take into account your personal financial situation or
investment goals. The financial products referred to in this publication may not be suitable for you. If you wish to receive personalised financial advice,
please contact your Forsyth Barr Investment Adviser. The value of financial products may go up and down and investors may not get back the full (or any)
amount invested. Past performance is not necessarily indicative of future performance. Disclosure statements for Forsyth Barr Investment Advisers are
available on request and free of charge. Disclosure: Forsyth Barr Limited and its related companies (and their respective directors, officers, agents and
employees) (“Forsyth Barr”) may have long or short positions or otherwise have interests in the financial products referred to in this publication, and may be
directors or officers of, and/or provide (or be intending to provide) investment banking or other services to, the issuer of those financial products (and may
receive fees for so acting). Forsyth Barr is not a registered bank within the meaning of the Reserve Bank of New Zealand Act 1989. Forsyth Barr may buy or
sell financial products as principal or agent, and in doing so may undertake transactions that are not consistent with any recommendations contained in this
publication. Forsyth Barr confirms no inducement has been accepted from the researched entity, whether pecuniary or otherwise, in connection with making
any recommendation contained in this publication. Analyst Disclosure Statement: In preparing this publication the analyst(s) may or may not have a
threshold interest in the financial products referred to in this publication. For these purposes a threshold interest is defined as being a holder of more than
$50,000 in value or 1% of the financial products on issue, whichever is the lesser. In preparing this publication, non-financial assistance (for example,
access to staff or information) may have been provided by the entity being researched. Disclaimer: This publication has been prepared in good faith based
on information obtained from sources believed to be reliable and accurate. However, that information has not been independently verified or investigated by
Forsyth Barr. Forsyth Barr does not make any representation or warranty (express or implied) that the information in this publication is accurate or complete,
and, to the maximum extent permitted by law, excludes and disclaims any liability (including in negligence) for any loss which may be incurred by any
person acting or relying upon any information, analysis, opinion or recommendation in this publication. Forsyth Barr does not undertake to keep current this
publication; any opinions or recommendations may change without notice. Any analyses or valuations will typically be based on numerous assumptions;
different assumptions may yield materially different results. Nothing in this publication should be construed as a solicitation to buy or sell any financial
product, or to engage in or refrain from doing so, or to engage in any other transaction. Other Forsyth Barr business units may hold views different from
those in this publication; any such views will generally not be brought to your attention. This publication is not intended to be distributed or made available
to any person in any jurisdiction where doing so would constitute a breach of any applicable laws or regulations or would subject Forsyth Barr to any
registration or licensing requirement within such jurisdiction. Terms of use: Copyright Forsyth Barr Limited. You may not redistribute, copy, revise, amend,
create a derivative work from, extract data from, or otherwise commercially exploit this publication in any way. By accessing this publication via an
electronic platform, you agree that the platform provider may provide Forsyth Barr with information on your readership of the publications available through
that platform.
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