1 Thynne Street, Bruce

Thynne Street Property Fund
An opportunity to invest in a modern commercial property
near the nation’s capital, Canberra, with a Commonwealth
Government agency underpinning the long-term lease.
March 2020

Responsible Entity: KM Property Funds Ltd | ACN 164 635 885 | AFSL 442806
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The opportunity
KM Property Funds Ltd (KMPF), has accessed an off-market opportunity to acquire a
modern commercial property, completed in 2014.
The sole tenant is the Australian Institute for Health and Welfare (AIHW), a statutory
agency of the Commonwealth Government of Australia. AIHW is a leading research
agency that collects data and provides reports and statistics about Australia’s health
and welfare.
Located in the suburb of Bruce, the property is near the University of Canberra and the
Australian Institute of Sport.
The property has a 9.2 year weighted average lease expiry (WALE) as at 31 March 2020.

Key investment points
• Income:
– Forecast 7.0% pa from the fund’s launch date to 30 June 2020
– Forecast 7.1% pa from 1 July 2020.
• Tenant: Australian Institute of Health and Welfare
• WALE: 9.2 years
• Current valuation: $39.3 million
• Loan to value ratio: 47.5%, after the minimum subscription amount
• Fund term: approximately six years
• Suitable for: retail and wholesale investors.
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The property
The property is located at 1 Thynne Street in the suburb of Bruce, adjacent to the University of Canberra and Australian
Institute of Sport, and part of the growing population district of Belconnen1.
The property features 5,848 sq.m of floor space over multiple levels with 142 on-grade and 68 undercover car parks.
The building was completed in 2014.
The lease has fixed annual rent increases of 3.0% per annum. The lease expires in June 2029, and the tenant has two
further options to renew.

Investment overview
• KMPF has established Thynne Street Property Fund to acquire the property for $39.3 million, which is due to settle on
31 March 2020.
• KMPF will manage the fund as the Responsible Entity.
• KMPF has experience in the Canberra market, having acquired and managed NewActon East since 2014.
• A mix of debt and equity will fund the acquisition.
• The fund will raise approximately $24.3 million of capital.
• Manager’s fees include a transaction fee of 2.0% of the acquisition price and a management fee of 0.65% per annum of
the gross asset value of the fund based on the most recent independent valuation. There is a performance fee of 20.0%
of the portion of out-performance of the fund over an internal rate of return of 8.0% per annum.
• A Product Disclosure Statement (PDS) will be issued in April. Investors should read the PDS, including the ‘Risks’ section
before investing.
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1 Source: ABS CAT No. 3101.0 and ACT Government, Chief Minister, Treasury 2018.
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The case for the acquisition of
1 Thynne Street, Bruce, ACT
Located near Canberra, in the fast growing southeastern
corridor of Australia
Canberra is located ideally between Sydney and Melbourne in the southeastern corridor of Australia, the fastest growing
area in Australia.

Property market outlook
According to Cushman & Wakefield, the southeastern corridor of Australia will grow by over 16 million people over the next
50 years.
At the last census, the ACT’s 2019 population was 452,497. In 1950, the population of the ACT was 19,921. The ACT’s
population has grown by 23,654 since 2015, which represents a 1.35% annual change. These population estimates and
projections come from the latest revision of the UN World Urbanisation Prospects.
Year

Population

Forecast growth rate (%)

Growth

2035

539,773

1.09%

28,376

2030

511,397

1.15%

28,411

2025

482,986

1.10%

25,656

2020

457,330

1.07%

4,833

2019

452,497

1.35%

23,654

Over the past decade, the ACT’s population has grown by 20.2%..

ACT office market commentary – 2020 Q1
Canberra finished 2019 with a surge in sales activity that had been building for the previous two quarters. Population and
employment growth supported local economic conditions, and the unemployment rate is superior to most other areas of
the country.

Key market takeways
• Federal government strategies to minimise surplus office use have increased office density.
• Demand growth has been steady, as reflected by the above-average population growth and low unemployment.
• Light Rail Stage 1 and ANU capital works program have enhanced activity and connectivity to the CBD.
• The CBD and Town Centres are being reinforced by rejuvenation projects, repositioning of older stock, and new
apartment developments that increase activity outside of regular business hours.

ACT – general market commentary
The ACT has an unemployment rate of 5.0% and features a mix of industries with the public service (territory and federal)
being the largest employer. However, over 25,000 private companies employ more than 50% of the ACT’s workforce.

Sources:
Australian Bureau of Statistics – Canberra 2016 Census Quick Stats.
Australian Bureau of Statistics – Australian Capital Territory Summary.
World Urbanisation Prospects – United Nations population estimates and
projections of major Urban Agglomerations.

Cushman & Wakefield.
Colliers International Office Market Research Jan 2020.
CBRE Research, Q3 2019.
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Comparable yields from commercial properties in the major cities around Australia

Brisbane CBD
V – 11.9%
PR – $667
PY – 5.51%
Perth CBD
V – 18.4%
PR – $605
PY – 6.31%

Legend
V – Total Market Vacancy (Jul 2019)
PR – Prime Net Face Rent (Q3-19)
PY – Prime Yield (Q3-19)
Arrows indicate 2019 calendar year forecast

Sydney CBD
V – 3.7%
PR – $1,231
PY – 4.60%

Adelaide CBD
V – 12.8%
PR – $427
PY – 6.85%
Melbourne CBD
V – 3.3%
PR – $645
PY – 4.82%

Canberra
V – 11.0%
PR – $380
PY – 6.10%

Recent major transactions in the ACT
NewActon Nishi is a mixed-use complex completed in 2012/13. The property is at the
southwestern edge of Canberra, near the Australian National University and enjoys lake
views. The commercial accommodation includes office, hotel, cinema, and retail, and the
building has maintained very high environmental ratings.
According to Colliers International, local developer, Molonglo Group recently sold the
property for $255.75 million. The sale reflects an initial passing yield of 5.30%, an
equivalent market yield of 5.04%, an internal rate of return of 5.71%, with a capital value
rate of $9,330 per sq.m.
The sale was the highest for 2019 and formed part of a group of assets divested by
Molonglo Group.

Summary
Acquired on attractive terms, Thynne Street Property Fund is forecast to generate
an annual distribution of 7.0% in FY20 and 7.1% in FY21, providing a predictable and
reliable income stream that is underpinned by the tenant, the Australian Institute of
Health and Welfare.

Sources:
CBRE Research, Q3 2019.
Colliers International Office Market Research Jan 2020.

Liability limited by a scheme approved under Professional Standards Legislation
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Disclaimer: KM Property Funds Ltd (ACN 164 635 885) (KM Property Funds) has prepared this document and is the responsible entity of, and the issuer of units in, Thynne
Street Property Fund (Fund). A Product Disclosure Statement (PDS) will be issued in early April in respect of an offer to acquire units in the Fund. To obtain the PDS, speak to
your financial adviser or register your interest with us at kmpropertyfunds.com/thynnestreet. Investors should consider the PDS in deciding whether to acquire units in the
fund. An investment in the fund is subject to risk, including possible delays in payment and loss of income and principal invested. You should read the PDS for a description
of the risks associated with investing in the fund. This document is not an offer and applications for units can only be made on the application form accompanying the
PDS. The information in this document is general information only and has been prepared without taking into account individual investors’ objectives, financial situation or
needs. Forward-looking statements in the document and the PDS are subject to both known and unknown risks, uncertainties and other important factors that could cause
the actual results, performance or achievements of the Fund to be materially different from those expressed or implied in such forward-looking statements. This document
is provided only to give general information about the Fund. It does not constitute personal advice and must not be used in a manner that conveys this impression. While
every care has been taken in the preparation of this document neither KM Property Funds nor any of its associates, related entities or directors guarantee the performance
of any investment or the repayment of monies invested in the fund. All information is subject to change and KM Property Funds is not responsible for providing updated
information to any person.

For more information visit kmpropertyfunds.com or call
Bernadette Spiteri on (03) 9908 8903, Simon Ondaatje on (03) 9908 8904
or 1300 132 099 or email info@kmpropertyfunds.com.
KM Property Funds Ltd is a KordaMentha group entity.

kmpropertyfunds.com

