
FUND SUMMARY 
AIM:

The fund continues to focus on letting activity to grow 
income, and sales activity to manage liquidity.  

 – £721.7m (as at 31 March 2019)
 – Number of properties: 19

A V I V A  I N V E S T O R S  U K  P R O P E R T Y  F U N D 
Q U A R T E R LY  B U L L E T I N
MARCH 2019

This document is for investment professionals only. It is not to be viewed by or used with retail clients.

Forum St Pauls, London

“The fund continues to focus on letting activity to 
grow income, and sales activity to manage liquidity. 
The Q1 activity in this respect meant that the Fund 
finished the quarter slightly ahead of its 10-15% 
cash target range.”
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Past performance is not a guide to future performance  
Source: Lipper, a Thomson Reuters Company. Performance figures are net of fees, bid to bid, net income reinvested at pay date. Performance is cumulative over 3, 5 and 10 years. The fund may trade on an 
offer-price basis or a bid-price basis depending on cash flows at any particular time. This will have impacted performance over certain time periods. On 18 August 2017, the Aviva Investors Property Trust (the Trust) 
converted to a Property Authorised Investment Fund (PAIF), the Aviva Investors UK Property Fund, with the same investment strategy. Performance prior to 18 August 2017 is that of the Aviva Investors Property Trust.

Fund performance (as at 31 March 2019) 

Share Class Type Income or Accumulation Launch 3 months % 6 months % 1 year % 3 years % 5 years % 10 years % 

Class 1 Retail Acc 01/11/2003 -1.9 -1.2 1.0 6.0 15.6 53.8

Class 1 Retail Inc 02/09/1991 -1.9 -1.2 1.0 6.0 15.5 54.1

Class 2 Inst Acc 10/12/2012 -1.8 -1.2 1.2 7.3 18.2 58.5

Class 2 Inst Inc 10/12/2012 -1.8 -1.1 1.3 7.5 18.3 N/A

Class 5 Retail Inc 18/08/2017 -1.8 -1.0 1.4 8.3 19.3 N/A

Class 7 Retail Inc 24/08/2018 -1.8 -1.2 N/A N/A N/A N/A

ANDREW HOOK 
Fund Manager

Andrew is the Fund Manager for the 
Aviva Investors UK Property Fund. 
Prior to assuming his current role in 
December 2016, Andrew managed 
real estate funds across the UK and 
Europe for over 9 years. Before joining 
Aviva Investors Andrew spent five 

years at Curzon Global Partners as an associate director working 
across acquisitions, asset management and investment strategy.

FUND POSITION AS AT 31 MARCH 2019

 Direct Property 82.6%

 Cash 17.4%

DIRECT PROPERTY SECTOR COMPOSITION %
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Performance is cumulative over 3, 5 and 10 years, as of 31 March 2019. 

Source: Aviva Investors, 31 March 2019



FUND ACTIVITY
Over the quarter, the Fund continued to carry out asset management across the portfolio, including:
i.  Entering into a reversionary lease with Roman Originals Plc at Longus House in Chester on a new 10 year term with a 5 year break option. 

This continues the Fund’s strategy of working with existing tenants at the building to improve the security of the income profile.
ii.   Letting an additional floor to an exsting tenant at Ealing Cross, completed alongside a lease renewal and rent review on other units 

currently let to the same tenant.  
iii. Letting of the 4th floor of Forum St. Paul’s, London to a private equity business.  The Fund has now completed leases across 4 floors, 

with a further 2 floors under offer.

The Fund continued to increase liquidity, and finished the quarter slightly ahead of its 10-15% cash target range. Key contributors 
to this were the February completion of the sale of the Boyatt Wood and Stanstead Road industrial units in Eastleigh and the March 
completion of the sale of the Interpoint office property at Haymarket in Edinburgh, following the grant of a new lease on the building 
to Royal London. Alongside this sale, the Pavilion Centre retail warehouse property in Brighton was also sold. This property had recently 
been repositioned and seen new lettings to Aldi, Costa and Hobbycraft. Both sales were concluded with institutional investors and at 
pricing levels commensurate with valuation. 

DIRECT PROPERTY PERFORMANCE
 – Number of properties is 19 with a net initial yield of 4.1% and equivalent yield of 5.5%.

Past performance is not a guide to future performance 
Source: Data is Aviva Investors/IPD 31 March 2019. The IPD benchmark quoted includes other Authorised Property Unit Trust Funds (APUT), similar to the Aviva Investors 
UK Property Fund. The constituents of this index are also part of the IPD Quarterly Version of the Balanced Monthly Index Funds Universe. The benchmark is calculated and 
provided by IPD and refers to the performance of “Direct Property” assets only. These assets consist of direct property excluding REITs and cash and are shown gross of fees.    

3 months YTD 1 year 3 years (ann) 5 years (ann)

Aviva Investors UK Property Fund 2 Acc -1.85% -1.85% 1.20% 2.38% 3.41%

DTAP Unweighted Average -0.09% -0.09% 1.34% 2.58% 5.07%
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 – For Aviva Investors, a key component of being a responsible business is ensuring that environmental, social and corporate governance 
(ESG) is considered throughout the investment processes. Aviva Investors Real Estate regards the consideration of ESG issues and 
their impact on real estate investment as an essential part of its fiduciary duty to clients. Our “Responsible Property Investment” (RPI) 
processes, embedded within the business and throughout decision-making processes; from initial acquisition to disposal.

SUSTAINABILITY

THIS REPORT WILL FOCUS ON:
 – Managed asset performance

 – GRESB 

Performance of Directly Managed Assets
Overall like for like electricity consumption within the AIPF 
portfolio is flat as it still contains some specific high energy 
consuming events, such as the July 2018 heat-wave, which saw 
large increases in electricity use at the large offices to provide 
additional cooling. However, more recent data shows significant 
reductions, with the large offices consuming between 8% and 
13% less, year on year, over the winter period.
Like-for-like carbon emissions reduced on the portfolio by 15% 
year on year, mostly due to changes to the grid mix which 
provides a benefit to all buildings in the UK because of the 
greening of the overall electricity grid.

Year on Year Consumption Trends

Electricity, MWh Natural Gas, MWh GHG Emissions, tCO2e

Previous 12 Months Current 12 Months % Change Previous 12 Months Current 12 Months % Change Previous 12 Months Current 12 Months % Change

Absolute 16,657,719 15,614,424 (-)6% 11,115,149 10,776,219 (-)3% 7,903 6,402 (-)19%

Like for Like 15,204,027 15,218,484 (+)0% 10,930,245 10,776,219 (-)1% 7,358 6,290 (-)15%

Source: Carbon Credentials as at 31 March 2019.

Preparing for GRESB Reporting
AIPF maintains an ongoing, year-round programme which 
is aligned with GRESB, so that our sustainability programme 
maintains a Best Practice approach. As previously noted, the 
long lease strategy which is central to the Fund places us at a 
disadvantage in the survey, as it is a challenge to engage with 
the 80 sites which have long term single-tenant leases with the 
majority on fully repairing and insuring terms. 
Following the GRESB results in September 2018, AIPF and Aviva 
Investors Real Estate conducted our annual intensive GRESB 
review to gain insight from the survey. 
An outcome of this programme, one that is very well aligned with 
our “Landlord of Choice” philosophy of asset management, is 
that we are piloting a programme data exchange with occupier 
customers, and any data provided to us, to do our carbon 
foot-printing back to tenants. We present this in the form of a 
Benchmark report which shares best practice advice and will help 
occupant customers improve energy efficiency within  
their buildings.
The GRESB review also resulted in an important push to develop 
a systematic process for reviewing assessments and other site 
level documentation which will help us to target improvements 
on site. This not only increases GRESB scores, but also creates a 
higher standard for a baseline of documentation on sustainability 
matters and this will ensure we improve how we deliver future 
sustainability projects. It also helped us to identify documents 
which are related to sustainability but not traditionally viewed  
as such. 

The GRESB review also led to a “social programme gap analysis” 
to better understand what social and community engagement 
programmes are in place across our portfolio. Many of these 
programmes are conducted by local teams for specific marketing, 
planning or customer service reasons, and can be independent of 
the overall Aviva Investors programme. With this analysis, we aim 
to support these local activities, but also measure their outcomes 
and improve the overall effectiveness of how we work within the 
communities we operate within, which we recognise serve other 
kinds of Aviva customers. 

26% energy reduction at Colmore Gate
Colmore Gate, Birmingham is one of the three largest office 
assets in the AIPF fund at 12,300m2, and consumes 10% of the 
fund’s electricity use. For this reason, in June 2018 an intensive 
smart building energy reduction programme was implemented, 
optimising Building Management System controls.
The “Collaborative Asset Performance Programme” at Colmore 
Gate is similar to a programme at The Corn Exchange in 
Manchester which is a previous case study on account of also 
achieving high levels of energy, carbon and cost savings.
At Colmore Gate the annualised cost savings are £66k, with  
an ROl of less than 6 months. Energy was reduced by a quarter, 
reducing carbon emissions related to the site by about  
200 tonnes.
 The programme depends on a deep collaboration between 
our agents, building managers and maintenance teams and 
our  sustainability consultant, Carbon Credentials. Data from the 
Building Management System is analysed and used to target 
savings. Other benefits of this project are increased comfort and 
wellbeing of tenants in a better operated building, as well as 
reduced maintenance costs and long life of plant and equipment.
AIPL are currently investigating options for implementing the 
RESET indoor air quality monitoring certification at Colmore Gate 
as a Wellbeing and  customer engagement initiative.

Aviva Group publishes TCFD Report 
As a group, Aviva Group has supported the development and 
on-going reporting of non-financial risks in accordance with 
the recommendations from the Financial Stability Board’s 
Taskforce for Climate-related Financial Disclosure (TCFD). In 
March we published our third report disclosing these risks, and an 
associated dashboard. 



Investment in lower carbon infrastructure 

 

As a part of Aviva Group’s overall climate risk management 
process, AIPL is affected and supported by Aviva Group’s focus 
on TCFD reporting and the increased focus on climate risk 
management. For AIPL this includes: 

 – Aviva Investors environmental management system, where all 
ESG data within operational control is routinely collected and 
reported

 – Aviva Investors quarterly ESG review cycle

 – Managing Agent charter forum: sharing best practice across 
agents, funds and portfolios

 – A focus on procurement of energy from renewables

 – An upcoming refresh of climate change and energy targets, 
based on climate science

https://www.aviva.com/social-purpose/climate-related-
financial-disclosure/

FUND STATISTICS

Source: Aviva Investors 31 March 2019 Source:  Aviva Investors 31 March 2019

TOP TEN HOLDINGS AS  
AT 31 MARCH 2019

TOP TEN TENANTS AS  
AT 31 MARCH 2019

EALING CROSS 
Ealing CRM STUDENTS LIMITED*

FORUM ST PAULS
London

MORGAN STANLEY UK GROUP

LOMBARDY RETAIL PARK
Hayes

ALEXANDER DENNIS LTD

2 COLMORE ROW
Birmingham

FIRST SECRETARY OF STATETHE CORN EXCHANGE
Manchester

WATSON BURTON LLP

GUILDHALL - Exeter Roomzzz (Corn Exchange) Ltd

PROLOGIS PARK - Croydon Next Holdings Ltd

ST VINCENT STREET - Glasgow Red BEE Media Ltd

SPECIALIST VEHICLES - Guildford H&M Hennes & Mauritz UK Limited

SPURRIERGATE - York Aon Benfield Ltd

Total: 85% of direct property holdings Total: 37% of total gross passing rent
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* Central Studios is generally let on an annual basis to students of Reading University
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Aviva is committed to supporting a just transition to a 
low carbon economy that will improve the resilience of 
our economy, society and the financial system in line 
with the 2015 Paris agreement on climate change.

Aviva currently holds £4.36bn of green assets including 
£3.1bn in lower carbon infrastructure investments 
(mainly solar, wind and waste-to-heat biomass) and 
£1.26bn in green bonds.

£4.4bn Invested in green assets

£3.1bn - Lower carbon infrastructure

£1.3bn - Green bonds
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UK REAL ESTATE MARKET
SUMMARY
We expect returns to remain subdued in 
the period ahead with a difficult economic 
backdrop likely to bring rental decline to 
many parts of the market. Given its many 
challenges, the retail sector looks especially 
vulnerable to significant rental decline. 
Central London office rents are also likely 
to correct in the face of significant new 
supply and Brexit-related uncertainty. 
Regional centres appear considerably 
more defensive however. While industrial 
occupier markets are structurally well 
placed, current rates of rental growth 
in the sector appear unsustainable. In 
turn, weaker occupier markets are likely 
to induce greater caution on the part of 
investors though, with yield-driven buyers 
propping up the market in recent times, 
the latest shift in stance from the major 
central banks may help to sustain this 
demand for a while yet. 

RECENT MARKET MOVEMENT
Though Q1 2019 was another quarter of 
positive returns for direct real estate in 
aggregate, the tenth in a row since the 
Brexit-inspired weakness of mid-2016, it 
also saw returns slip further into sub-trend 
territory. According to the IPD Monthly 
Index (IPDMI), the market delivered an 
all-property total return of 0.5% in Q1, 
down from 1.1% in Q4 and a recent peak 
of 3.4% at the end of 2017. At just 2.1% 
on an annualised basis, Q1’s return is well 
below the 9.2% annual return delivered by 
the index since its inception in 1987. The 
return downswing has been driven by the 
petering out of rental growth and upward 
pressure on yields, with these trends 
particularly pronounced for retail assets. 
Retail rents began to decline during 2018 
and 2019 has brought further slippage 
with all-retail rents falling by 3.6% year 
on year (y-o-y) in March. Occupier market 
woes are also driving a re-appraisal of retail 
yields and these have been moving higher 
particularly since the middle part of last 
year. Over the course of the first quarter, 
the IPDMI estimates that retail capital 
values fell by 2.8% with higher yields 
responsible for 1.9% decline. Meanwhile 
the industrial sector continues to out-
perform, though returns in the sector have 
slowed considerably and slipped below 
trend during Q1. The IPDMI estimates 
that industrials delivered a total return of 
1.7% in Q1 compared to +1.1% for offices 
and -1.3% for retail assets, the fifteenth 
consecutive quarter of out-performance. 
Activity in the investment market has made 
a weak start to the year with transaction 
volumes considerably lower than recent 
norms. According to Propertydata.com 
(as at April 16th), total transactions worth 
almost £9.7bn completed in Q1, almost 
40% lower than the quarterly average 
of the previous five years. Retail volumes 
were again very subdued but Q1 also 
brought a sudden slump in Central London 
office activity. 

RETAIL
2019 has started relatively brightly for 
retail sales with the quantity bought 
increasing by 1.6% over the course of 
Q1. Sales growth was positive for all 
store types except department stores and 
household goods stores. In year-on-year 
terms, sales were up by 6.7% in March, the 
strongest pace of growth in more than two 
years. In a further positive for the sector, 
the labour market continues to perform 
strongly. In the three months to February, 
a net 179k new jobs were added across 
the UK to leave the employment rate at a 
joint record high of 76.1%. Unemployment 
is at its lowest since the mid-1970s and 
wage growth has strengthened, up 
to 3.5% y-o-y. By contrast, however, 
good news is much harder to find in 
retail occupier markets. Many retailers 
continue to struggle, exemplified by 
the recent collapse of Debenhams into 
administration. Rental values began to 
slide in earnest during 2018 and 2019 so 
far has seen further slippage. According to 
the IPDMI, all-retail rents were falling by 
3.6% in March. Rents were falling for all 
retail formats and in all geographies with 
department store rents particularly hard 
hit at -9% y-o-y. By contrast, rental decline 
is mildest in Central London at -0.7% y-o-y. 

OFFICES
Following a strong 2018, occupier market 
activity was relatively subdued in Central 
London in the first quarter of this year. 
According to CBRE, Q1 take-up amounted 
to 2.7m sqft, well below the 10-year 
average of 3.2m. Despite the subdued 
lettings performance, however, availability 
in Central London moved a little lower 
over the course of Q1. CBRE estimates 
that, after two quarters of increase, total 
availability declined by 4% during Q1 to 
stand at 13.6m sqft. This was the lowest 
level since Q3 2016 and well below the 
10-year average of 14.8m sqft. And prime 
rents, which had been under downward 
pressure in recent quarters, actually 
managed to rally a little in Q1 in some sub-
markets. CBRE estimates that prime rents 
in the City rose for a second consecutive 
quarter, up by £1.50psf to £71 following 
Q4’s uplift of £1psf. In the West End, prime 
rents rose by £2.50psf to £107.50 while 
prime rents were unchanged in other 
sub-markets. Despite this performance, 
we remain cautious on the outlook for 
Central London in the next couple of years, 
especially for secondary stock. Economic 
and political uncertainty are likely to weigh 
on demand at a time when significant 
new supply is expected. Leasing conditions 
remain robust in the major regional 
markets meanwhile and these appear 
relatively defensive in the near term. Low 
vacancy should help them to cope with 
increased construction activity as well as 
economic and political uncertainty. Rental 
growth has been more muted in these 
markets and rents look well supported. In 
March, regional rental growth was running 
at 2% y-o-y on the IPDMI.

INDUSTRIAL
Activity in the industrial sector lost 
considerable momentum in the second 
half of 2018 and, though growth has 
picked up a little of late, conditions remain 
subdued in the early part of this year. 
According to the official data, year-on-
year growth in industrial production 
was running at just 0.1% in February. 
This represents an improvement from 
November’s -1% but is considerably 
weaker than the growth rates typically 
seen during 2014 to early 2018. By 
contrast, leasing activity in the logistics 
sector remains strong and has been 
running at increasingly robust levels since 
the beginning in 2012. According to 
Gerald Eve, 2018 was the second-strongest 
year ever for take-up at 50.5m sqft, just 
1% lower than 2016’s record total. Strong 
demand from retailers and wholesalers 
was a major driver of last year’s strong 
showing. Strong demand conditions in 
the logistics sector continue to elicit a 
supply response with development starts 
picking up sharply in recent quarters. For 
now, however, strong occupier demand is 
absorbing the pickup in development and 
availability in the sector is holding steady 
at relatively low levels. According to Gerald 
Eve, the availability rate at the end of 2018 
was 6.2%, the same as at the beginning 
of the year and close to the levels that 
have prevailed for the past three years or 
so. Low availability is adding to upward 
pressure on rents. The IPDMI estimates 
that rents were advancing by 3.8% in 
March. Growth remains most impressive 
in the South-East at 4.9% y-o-y in March. 
Outside of the South-East, more modest 
rental growth of 2.2% y-o-y was recorded.



Risks
The value of an investment and any income from it may go down as well as up and the investor may not get back the original 
amount invested. 
Where funds are invested in real estate, investors may not be able to switch or cash in an investment when they want because real 
estate may not always be readily saleable. If this is the case we may defer a request to switch or cash in shares. Investors should also 
bear in mind that the valuation of real estate is generally a matter of valuers’ opinion rather than fact.
In unusual market conditions, funds invested in real estate may have difficulty selling investments, which may cause them to suffer 
losses, defer redemption payments or suspend dealing in shares.

Important Information

Except where stated as otherwise, the source of all information is Aviva Investors as at 31 March 2019. Unless stated otherwise any opinions expressed are those of Aviva 
Investors. They should not be viewed as indicating any guarantee of return from an investment managed by Aviva Investors nor as advice of any nature.

The Aviva Investors UK Property Fund is a sub-fund of the Aviva Investors Property Funds ICVC. For further information please read the latest Key Investor Information 
Document and Supplementary Information Document. The Prospectus and the annual and interim reports are also available on request. Copies can be obtained free of 
charge from Aviva Investors UK Fund Services Limited, St Helens, 1 Undershaft, London EC3P 3DQ or by contacting our Relationship Management Team on 020 7809 6521* 
or email them on fundandsalessupport@avivainvestors.com. You can also download copies from our website www.avivainestors.com. 

*Telephone calls may be recorded for training and monitoring purposes, and to comply with applicable law and regulations.

Issued by Aviva Investors UK Fund Services Limited, the Authorised Fund Manager. Registered in England No. 1973412. Authorised and regulated by the Financial Conduct 
Authority. Firm Reference No. 119310. Registered address: St Helen’s, 1 Undershaft, London EC3P 3DQ. An Aviva company.
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ECONOMIC OUTLOOK
Global growth slowed sharply over the 
course of 2018
According to the IMF, global growth 
was estimated to be 3.7 per cent in 
2018, a similar rate of increase to that 
seen in 2017. When taken together, the 
past two years represent the strongest 
period of global growth since the start 
of the decade. However, the stability of 
calendar-year average growth masked a 
marked slowdown in sequential growth 
rates over the course of 2018. Across the 
G20 group of economies (which account 
for around 85 per cent of global output), 
quarterly annualised growth slowed from 
around 4 per cent at the end of 2017 to 
just over 3 per cent by the end of 2018. 
That slowdown reflected a weakening 
in global manufacturing and trade, with 
the earlier policy-driven tightening in 
credit conditions in China resulting in 
weaker external demand across the major 
trading nations in Europe and Asia. Our 
own “nowcast” estimate of global growth 
suggests a further slowing in 2019Q1 
(Figure 1). A key question for global risk 
markets, which have rallied sharply this 
year following the sell-off in 2018Q4, is 
whether global growth reaches a cyclical 
low-point in the early part of 2019 and 
then turns up again, or whether the  
recent downturn portends something 
more serious.

We expect a modest recovery in growth 
over the second half of 2019, leaving 
Calendar-year growth around trend.
Our latest analysis of the major economies 
suggests global growth will slow this 
year by somewhat more than we had 
previously expected (Figure 2), to around 
3.4 per cent. We have revised down 
growth expectations for the Eurozone the 
most, but more generally have revised 
growth down across the major economies. 
The deeper slowdown largely reflects 
developments in advanced economies, 
with calendar-year growth in the United 
States and the Eurozone expected to be 
around ¾ per cent lower in 2019, with 
particularly weak growth around the 
start of the year. Some of that reflects 
temporary factors, such as the impact of 

the government shutdown in the US and 
car production in Germany. But globally 
the impact of slower growth in China 
is expected to persist through to mid-
2019. In the US, the fading boost from 
the fiscal expansion in 2018 also acts as 
somewhat of a drag on growth this year. 
While we have revised down our growth 
expectations for 2019, we continue to 
see only a modest risk of recession this 
year in the major economies. Recessions 
tend to result from a set of imbalances 
(e.g. household or corporate balance 
sheets) becoming too stretched, central 
banks raising rates aggressively (e.g. to 
choke off inflation) and/or some sort of 
exogenous shock (e.g. oil prices). We think 
the risk from the first two of those remains 
contained. We think that the most serious 
exogenous risk to the global economy is 
an inability for the Chinese authorities to 
shore up growth there.  

Brexit continues to dominate the 
outlook for the UK Economy
Brexit has, once again, dominated the 
political and financial market backdrop 
in the UK over the last three months. The 
British Parliament has comprehensively 
rejected PM May’s Withdrawal Agreement 
twice (at the time of writing) and a no 
deal exit is still possible, if not likely. In the 
meantime, growth has remained sluggish 
with the chronic weakness of business 
investment almost certainly attributable 
to Brexit-related uncertainty. Consumer 
spending has held up better, helped by a 
rise in wage growth and puzzlingly strong 
increases in employment. With output 
growth weakening further in Q4 (+0.2 
per cent in the quarter, 1.3 per cent over 
the year), productivity growth has turned 
negative again. If the labour market were 
to turn – and a number of surveys suggest 
it could do so – the outlook could quickly 
darken further. The Bank of England 
continues to adopt a slightly hawkish 
stance, but their ability to raise UK rates 
may be further compromised by subdued 
inflation, which is now back below target.
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