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Resilient 2019, well set to prosper in 2020
RLE’s FY19 trading update reiterates its ability to trade positively across the cycle. In a year
defined as ‘relatively static’ and characterised by economic and political uncertainty, rentbased revenue was 3.85% up year on year and dividends grew for the seventh successive
year. Management anticipates a more dynamic 2020, driven by vibrant core West Midlands
markets, and pent up demand from tenants and investors.
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Share Data
Market Cap (£m)
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Key Shareholders
Perpetual Income & Growth
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J O Hambro Capital Mgmt
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M&G Investment Management
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The statement anticipates further dividend growth in 2020. Based on our maintained
distribution and NAV forecasts, the shares currently offer a 7.5% prospective FY20e yield,
underpinned by a 23% discount to end FY19e NAV/share. That is attractive considering
RLE’s positioning as a leading investor in Birmingham and West Midlands commercial
property, in a sector continuing to experience consolidation.
Strong occupier demand for offices (37% of the portfolio). Local office markets are
benefiting from modest new build and conversion of existing stock to residential under
Permitted Development rights. That demand is reflected in BT’s decision, announced on
8 January, to relocate up to 4,000 employees in Three Snowhill, a 17-storey landmark
building in central Birmingham. That is the city’s largest ever single office letting.
Birmingham of interest to overseas investors. In Nov 2019 European commercial
property marketplace Consorto reported Birmingham as the top choice for foreign
investors in UK regional cities in 2020. Institutional demand from Asia, the US and other
Europe is attracted by low average prices in regional cities. Birmingham’s plan to
regenerate its city centre has also specifically attracted interest and helped generate
investor confidence.
In 2019 RLE grew its rent-based revenues by 3.85% to £17.66m. Despite a quieter period,
the group invested £9.25m during FY19 in prime mixed-use investment properties in
Leamington, Warwickshire. That secured an 8.13% NIY, from high quality tenants
including O2, Toni & Guy, McDonald’s, Tiger UK, Moss Bros, Timpson. It sees potential to
ratchet up rental and capital values within a portfolio of 53 assets and 280 occupiers. The
portfolio is diversified, well balanced by sector and tenant, and over 96% occupied.
Cash and debt available to finance growth. At the year-end RLE had £15m cash/undrawn
debt available to capitalise upon suitable opportunities to enlarge the portfolio and rental
base. Cost of debt has been reduced going forward to 3.4%, with 72% of the debt book
now at fixed rates. RLE drew-down its latest secured facility - £8.5m provided by Barclays
for a four-year term at 1.95% above LIBOR - on 30 December 2019.
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Allenby Capital acts as Joint Broker to Real Estate Investors (RLE).
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Allenby Capital Limited (“Allenby”) is incorporated in England no. 6706681; is authorised and regulated by the Financial Conduct
Authority (“FCA”) (FRN: 489795) and is a member of the London Stock Exchange. This communication is for information only it should
not be regarded as an offer or solicitation to buy the securities or other instruments mentioned in it. It is a marketing communication
and non-independent research, and has not been prepared in accordance with the legal requirements designed to promote the
independence of investment research, and is not subject to any prohibition on dealing ahead of the dissemination of investment
research. The cost of Allenby research product on independent companies is paid for by research clients.
This communication is for the use of intended recipients only and only for distribution to investment professionals as that term is defined
in article 19(5) of The Financial Services and Markets Act 2000 (Financial Promotion) Order 2005. Its contents are not directed at, may
not be suitable for and should not be relied upon by anyone who is not an investment professional including retail clients. Any such
persons should seek professional advice before investing. For the purposes of this communication Allenby is not acting for you, will not
treat you as a client, will not be responsible for providing you with the protections afforded to clients, and is not advising you on the
relevant transaction or stock. This communication or any part of it do not form the basis of and should not be relied upon in connection
with any contract.
Allenby uses reasonable efforts to obtain information from sources which it believes to be reliable. The communication has been
prepared without any substantive analysis undertaken into the companies concerned or their securities, and it has not been
independently verified. No representation or warranty, express or implied is made, or responsibility of any kind accepted by Allenby its
directors or employees as to the accuracy or completeness of any information in this communication. Opinions expressed are our current
opinions as of the date appearing on this material only and are subject to change without notice. There is no regular update series for
research issued by Allenby.
No recommendation is being made to you; the securities referred to may not be suitable for you and this communication should not be
relied upon in substitution for the exercise of independent judgement. Neither past performance or forecasts are a reliable indication
of future performance and investors may realise losses on any investment. Allenby shall not be liable for any direct or indirect damages
including lost profits arising from the information contained in this communication.
Allenby and any company or persons connected with it, including its officers, directors and employees may have a position or holding in
any investment mentioned in this document or a related investment and may from time to time dispose of any such security or
instrument. Allenby may have been a manager in the underwriting or placement of securities in this communication within the last 12
months, or have received compensation for investment services from such companies within the last 12 months, or expect to receive or
may intend to seek compensation for investment services from such companies within the next 3 months. Accordingly, recipients should
not rely on this communication as being impartial and information may be known to Allenby or persons connected with it which is not
reflected in this communication. Allenby has a policy in relation to management of conflicts of interest which is available upon request.
This communication is supplied to you solely for your information and may not be reproduced or redistributed to any other person or
published in whole or part for any purpose. It is not intended for distribution or use outside the European Economic Area except in
circumstances mentioned below in relation to the United States. This communication is not directed to you if Allenby is prohibited or
restricted by any legislation or registration in any jurisdiction from making it available to you and persons into whose possession this
communication comes should inform themselves and observe any such restrictions.
Allenby may distribute research in reliance on Rule 15a-6(a)(2) of the Securities and Exchange Act 1934 to persons that are major US
institutional investors, however, transactions in any securities must be effected through a US registered broker-dealer. Any failure to
comply with this restriction may constitute a violation of the relevant country’s laws for which Allenby does not accept liability.
By accepting this communication, you agree that you have read the above disclaimer and to be bound by the foregoing limitations and
restrictions.
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