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investMent objeCtive And APProACh

Investment Objective
the investment objective of the trust is to 
obtain optimum returns compatible with 
security via income and capital appreciation 
primarily through investment in certain kinds 
of real property, property related securities, 
government and other public securities and 
units in collective investment schemes.

Investment Approach
in order to achieve its objective the trust will 
primarily invest in:

•	 	approved	immovables	which	will,	initially,	be	
properties within the United Kingdom but 
the Manager may, in due course, consider it 
appropriate to invest in real property in other 
countries permitted by the regulations. the 
trust may invest up to 100% of its property 
in approved immovables but will typically 
invest no more than 90% of its property in 
this way;

•	 	transferable	securities,	with	an	emphasis	
on property-related securities. the trust 
may hold up to 100% of its property in 
transferable securities but will typically hold 
not more than 30% in property company 
shares;

•	 	government	and	other	public	securities	to	the	
extent permitted by the regulations; and

•	 	units	in	regulated	and	unregulated	collective	
investment schemes, each to the extent 
permitted by the regulations.

the trust also has maximum flexibility to 
invest in such other investments which the 
Manager deems appropriate, including money-
market instruments, derivatives and forward 
transactions, deposits and gold, but subject 
always to the regulations.

Full details of the investment Approach can be 
found in the Full Prospectus.

it is the trust’s normal investment strategy 
to hold around 10% of its assets in cash or 
liquid securities (e.g. listed real estate equities), 
however at times of significant cash inflows or 
outflows this figure can vary. the trust currently 
has around 92% of its assets in direct real 
estate.

Risk Profile
the trust’s investment portfolio is exposed to 
market price fluctuations. Property valuations 
are a matter of the independent valuer’s 
opinion rather than fact. the trust is exposed to 
cash flow/liquidity risk and, in line with standard 
industry practice for valuing dual priced funds, 
can switch between a bid price basis and an 
offer price basis. Where funds are invested in 
property, investors may not be able to switch 
or cash in their investment when they want 
because property in the trust may not always 
be readily saleable. if this is the case we may 
defer their request to switch or cash in their 
units. interest rate risk is managed by ensuring 
that cash deposits mature within a relatively 
short period.

there are no material overseas investments 
so there is no exposure to foreign exchange 
risk. the yield from a property may be affected 
by tenant failure and/or the demand/supply 
dynamics of local occupier markets.
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FUnd MAnAGer’s rePort
For the year ended 31 May 2012

Total Performance
during the 12-month period under review, 
the trust produced a total return (after the 
deduction of charges and non-recoverable 
expenses) of -3.43%1.

the returns from the three main components of 
the trust (before charges and non-recoverable 
expenses) held throughout the period under 
review were as follows: 

direct property: 6.6% (investment Property 
databank (iPd) balanced Monthly index  
Funds 5.4%2).
Cash instruments/money held  
on deposit: 0.7%3.
Listed real estate securities -15.6%4.

on 29 june 2011 a decision was taken by 
Aviva investors UK Fund services Limited (the 
Manager) to switch the trust from an offer price 
basis to a bid (cancellation) price basis following 
a period of investor redemptions. When the 
trust is on an offer price basis it is generally 
experiencing positive net daily cashflows, 
which means that for anyone redeeming units 
the Manager is effectively able to “sell” their 
holding to new investors thus being able to 
offer terms to exiting investors that do not 
reflect the costs involved with transacting in the 
property market. over the period under review, 
however, the trust has been experiencing 
a higher frequency of investor redemptions 
and thus has moved to a lower pricing basis 
which reflects the full costs of buying and 
selling property (including valuation and legal 
costs). this will have significantly impacted the 
performance over the period under review and 
is not directly related to the performance of the 
assets or the trust as a whole. should future 
cashflows turn consistently positive and the 
trust pricing move back to an offer basis, this 
negative impact would be reversed.

this approach to valuing property trusts reflects 
standard industry practice for dual-priced funds, 
though the impact on property trusts of the 
price moving from an offer to a bid price basis 
and vice-versa is greater than it would be for 
equity and bond funds because of the higher 
costs associated with buying and selling direct 
property. We believe that it is fair and equitable 
to both existing and exiting investors. 

Trust Profile and Portfolio Review
the total assets of the trust as at 31 May 2012 
were £1,698.2m including accumulated income 
(£1,910.7m as at 31 May 2011). the asset split 
was 91.6% in direct property (70 properties), 
2.6% in listed securities and 5.8% in cash3.

As at the end of May 2012, the asset split 
within the direct property portfolio as compared 
with the iPd balanced Monthly index Funds 
benchmark (shown in brackets) was offices 
27.8% (30.1%), retail 51.5% (45.7%), 
industrial 9.1% (18.4%) and other 11.6% 
(5.7%)2.

transaction activity over the year has been 
relatively limited.

there were three sales during the year. in 
september 2011 the trust completed on 
the disposal of a retail warehouse unit in 
doncaster, formerly let to Focus who went into 
administration in May of the same year. this 
was achieved at a price substantially ahead of 
the previous valuation. A small industrial unit in 
horsham was sold in december 2011 and an 
office property in reading in May 2012.

in october 2011 the trust completed the 
purchase of the prestigious Malmaison hotel 
in Aberdeen. the property was acquired off-
market with a 35-year lease including rPi-linked 
reviews. the purchase reflects the trust’s current 
focus on longer-let, inflation-protected assets 
at a time when income looks certain to be the 
major driver of returns. 
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Trust Profile and Portfolio Review 
(continued)
in addition the trust’s development of the 
jury’s hotel in Gateshead was completed in 
september 2011 and the asset is now  
income-producing.

We continue with a strong focus on asset 
management within the trust, recognising that 
adding value in this way is especially important 
at a time when the market is offering little 
prospect of capital growth in the near term.  
A few examples during the period under review 
have included:
 
•	 	the	completion	of	an	office	refurbishment	in	

Chester, with good initial re-letting interest 
from prospective tenants

•	 	a	lease	extension,	and	new	lettings,	on	our	
offices in Colmore row in birmingham

•	 	a	new	lease	and	unit	extension	to	our	retail	
holding in brighton 

•	 	a	unit	extension	and	new	lettings	at	our	
leisure scheme in edinburgh

•	 	settlement	of	a	rent	review	at	our	retail	
warehouse holding in brighton ahead of 
target 

•	 	several	new	lettings	and	lease	extensions	at	
our holding on Piccadilly in Central London 

•	 	the	completion	of	a	number	of	new	lettings	
on our shopping centres in Preston, Coventry, 
and exeter

•	 	a	planning	application	for	initial	works	at	our	
shopping centre in central Manchester.

We are active and opportunistic sellers of a 
small number of both regional and Central 
London holdings. these sale decisions are 
based on opportunities to crystallise the value 
delivered from active management and/or from 
market movement, and are asset-specific rather 
than calls on their sectors as a whole. We firmly 
believe that a “bottom-up” strategy is most 
appropriate in the current market rather than 
taking a macro view such as London offices 
are good and regional retail is bad. At the 

same time, we are seeking to recycle capital 
into assets which are at greater value-add 
points in their life-cycles (for example, we have 
recently received planning consent for the 
comprehensive redevelopment/refurbishment of 
our holding at the eastern end of oxford street 
in Central London).  

the amount of un-let (void) accommodation 
as at 31 May stood at 10.3%, which compares 
with 8.2% for the iPd balanced Monthly index2. 
We have circa 3% of the void space under 
offer at the time of writing, and indeed recently 
exchanged on a new letting for one of those 
deals accounting for almost one tenth of the 
total void. With that and a pipeline of further 
letting activity we expect the void rate to 
decline in the near future.

our portfolio of listed real estate securities 
remains focused on the more liquid UK quoted 
companies that deliver a reliable and attractive 
income stream from high-quality real estate 
portfolios. our largest single positions are 
in british Land and Land securities. british 
Land currently offers an attractive dividend 
yield of circa 5.6% as well as exposure to a 
high-quality retail and London office portfolio 
with a long average lease length at a very 
attractive circa 24% discount to net asset 
value. Land securities similarly trades currently 
at a substantial 23% discount to net asset 
value while paying a 4.0% dividend yield 
and providing growth opportunities through 
a central London development pipeline. 
We toured Land securities’ central London 
developments around victoria earlier this 
year, visiting the ongoing developments and 
discussing plans for the longer-term pipeline 
in this area around victoria Circle. the 
company completed a joint venture agreement 
in February with the Canada Pension Plan 
investment board to own and develop these 
projects. 
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Trust Profile and Portfolio Review 
(continued)
We do feel that the UK listed real estate sector 
offers reasonably attractive valuations currently, 
however with greater than normal volatility 
expected in all listed security markets over the 
near term our approach for an open-ended 
(and principally direct property) fund has 
remained selective and opportunistic. the UK 
listed real estate index showed a total return of 
-13.0% for the twelve-month period to the end 
of May, reflecting sharp falls in the second half 
of last year. however the sector has performed 
strongly this year to the end of May, returning 
8.8%, and has outperformed the Ftse 100 
index’s return of -2.4% over this period. 

Economic Background for UK Real Estate
over the twelve-month period to 31 May 2012 
the iPd UK balanced Monthly index Funds, 
the trust’s benchmark for the direct property 
portfolio, recorded a total return of 5.4%. this 
compares with a -8.0% total return from UK 
equities (Ftse All-share index) and a 17.3% 
total return from UK Gilts (Ft 5-15 Years Gilt 
index)2.

the market saw mildly falling capital values over 
the period in response to the general economic 
uncertainty affecting all asset classes as well 
as a shortage of debt for potential purchasers. 
rents in certain markets have also been under 
downward pressure. of the three major sectors, 
offices gave the best return of 6.6%; the return 
from central London offices, at 11.3%, once 
again significantly outperforming the rest of 
the UK. the retail sector, at 3.7%, lagged the 
market as beleaguered consumers reined in 
their spending. Further casualties were seen 
in the sector during the year including Clinton 
Cards, borders bookshops, blacks Leisure and 
La senza. investor sentiment has remained 
focused on prime long-let properties, especially 
if the rent is linked to inflation, and particularly 
on property in London and the south east. 

overseas investor demand remains strong, 
especially for prestigious properties. secondary 
property, ie that which is poorer quality in 
terms of location, tenant and/or lease length, 
continues to significantly underperform better 
quality property.

Prospects for UK Real Estate 
Please note that the below reflects our general 
views on the market and individual sectors.  
We remain convinced that a bottom-up 
approach rather than a macro-driven strategy 
is right in the current economic climate, and 
therefore asset-level conditions may well be 
different to those described here.

Conditions remain difficult on the UK’s high 
streets. sales growth is muted though, with 
inflation tending to decline and deterioration in 
the labour market appearing to ease, prospects 
for household finances are turning marginally 
more positive. nonetheless, any improvement 
is likely to be very gradual such that retailer 
margins are likely to remain under pressure 
for a while yet, squeezed between weak sales 
growth and elevated input costs. As a result, 
many retailers remain in trouble as evidenced by 
high-profile insolvencies like those mentioned 
earlier and continued pressure for monthly 
instead of quarterly rental payments. better 
news for rental levels comes from the ongoing 
decline in development activity with shopping 
centre completions dropping to their lowest 
levels since the early 1960s. there are growing 
signs that the tentative recovery in rental values 
in the sector is stalling in the face of economic 
uncertainty. We continue to believe that a 
meaningful general recovery in rents remains 
some way off.

5
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Prospects for UK Real Estate (continued) 
office occupier conditions in Central London 
remain generally more supportive than outside 
of the capital, though even here there are 
increased signs of caution, particularly in the 
City of London. banking redundancies are 
again making the headlines and take-up in 
this market has been muted in recent months. 
Availability has drifted a little higher of late 
in both the City and the West end and prime 
rental growth has stalled. nonetheless, rents 
in these markets are supported by relatively 
low levels of new supply in the near term and 
a significant reversal in rents does not look 
likely. outside of the capital, conditions in the 
major regional markets remain very muted. 
occupier demand is weak and development 
activity extremely limited. While low levels of 
development are supporting high-quality assets, 
conditions remain more difficult for secondary 
stock in these markets. overall, we continue to 
expect that rental growth will be slow to come 
to most regional markets.

in the industrial sector, in line with trends in 
the broader global economy, growth in UK 
manufacturing has tended to slow in recent 
quarters, though survey evidence suggests that 
activity in the sector is stabilising. industrial 
occupier markets meanwhile are characterised 
by divergence in demand and supply indicators. 
though still relatively healthy, occupier demand 
has tended to ease of late, in line with weaker 
economic activity. but, with new development 
extremely limited, availability of space is 
nonetheless tending to drift lower which is 
supportive of rental levels. With the UK and 
eurozone economies flirting with renewed 
recession in the near term, however, a robust 
pick-up in industrial rents looks likely to remain 
elusive.

With the rally in capital values of UK property 
now ended, the market has entered the period 
of below-trend returns that we have been 

expecting. the next leg in the recovery for 
property generally requires a pick-up in rental 
prospects but, with economic performance 
continuing to disappoint, a significant 
improvement in rents appears to be a number 
of quarters away. in the meantime, trends in 
the broader financial backdrop look set to drive 
returns in property. Prime defensive properties 
– those with longer than average leases and 
robust tenants in attractive locations – remain 
in demand as investors seek assets that are well 
protected against financing and income risks 
and pricing for such assets remains relatively 
well supported. by contrast, investor demand 
for less well-appointed assets remains very 
limited and pricing for such assets is showing 
significant signs of slippage. scarcity of debt 
remains a key concern for secondary assets 
with recent signs of further deterioration in 
credit conditions a worry. For the market in 
aggregate, 2012 is expected to be a year of 
sub-trend (but still marginally positive) real 
estate total returns. thereafter, improvements 
in the economy and financial markets should 
feed through to real estate fundamentals and 
allow for a gradual strengthening of real estate 
returns. 

June 2012

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the trust. the content of the 
commentary should not be viewed as a recommendation 
to invest.

1  source: Lipper hindsight (performance calculated on a 
bid to bid basis, net income reinvested) as at 31 May 
2012.

2  source: investment Property databank as at 31 May 
2012.

3  source: Aviva investors. Cash means money available 
to meet fund cashflow requirements. it excludes cash 
or cash-equivalent instruments which could not be 
accessed within the settlement period required to meet 
unit redemptions.

4 source: Aviva investors as at 31 May 2012.
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trUst FACts

Ex-dividend and Distribution Dates

Ex-dividend dates Distribution dates

31 May 31 july

30 november 31 january

Ongoing Charges Figure

OCF* PER**

31 May 2011 1.34% 0.56%

31 May 2012 1.37% 0.58%

* the ongoing Charges Figure (oCF) reflects the total of 
all costs associated with operating the trust, including the 
Manager‘s annual management charge but excluding any 
costs included within the Per and is presented as a percentage 
of average net assets over the year.
** the Property expense ratio (Per) reflects any additional 
costs associated with the day-to-day operation of the direct 
property assets and is presented as a percentage of average 
net assets over the year.

Summary of Revenue Distributions –
Income Units

Year ended 
31 May 2012 

(pence  
per unit)

Year ended 
31 May 2011 

(pence  
per unit)

interim 1.3348 1.3707

Final 1.6247 1.5977

Summary of Revenue Distributions –
Accumulation Units

Year ended 
31 May 2012 

(pence  
per unit)

Year ended 
31 May 2011 

(pence  
per unit)

interim 1.7096 1.7100

Final 2.1074 2.0180

Net Asset Value*

Unit type Pence per 
unit  

31 May 
2012

Pence per 
unit  

31 May 
2011

Change

income 105.48 105.47 0.01%

Accumulation 136.82 135.23 1.18%

* valued at bid market prices.

Performance Record

Percentage 
return for 

the year

Aviva investors Property trust1

  income unit performance
  Accumulation unit performance

(3.43)%
(3.48)%

Gross return on direct Properties only1 6.6%

investment Property databank
Monthly Monitor report2 5.4%

1   source: Lipper hindsight, bid to bid, net income reinvested 
year ended 31 May 2012.

2   source: investment Property databank (iPd) year ended 
31 May 2012.

the value of an investment in the Aviva 
investors Property trust and any revenue 
from it can go down as well as up. You may 
not get back the original amount invested. 
Past performance is not a guide to future 
performance.
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CoMPArAtive tAbLes

Unit Price Record – Income Units

Calendar year Highest offer 
price* (p)

Lowest bid 
price** (p)

2007 197.07 145.20

2008 162.05 109.07

2009 116.13 91.98

2010 116.84 102.90

2011 117.97 104.49

2012*** 111.49 104.84

* these prices include revenue and initial charge.
** these prices include revenue.
*** Up to 31 May 2012.

Unit Price Record – Accumulation Units

Calendar year Highest offer 
price* (p)

Lowest bid 
price** (p)

2007 218.01 164.54

2008 183.63 128.44

2009 136.75 111.05

2010 146.80 126.89

2011 150.17 133.38

2012*** 144.62 136.11

* these prices include revenue and initial charge.
** these prices include revenue.
*** Up to 31 May 2012.

Revenue Record – Income Units

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 january 2007.

Calendar year Net revenue 
per unit (p)

Per £1,000 
invested (£)

2007 4.4460 22.91

2008 4.9429 25.47

2009 5.0085 25.81

2010 3.3488 17.25

2011 2.9684 15.29

2012* 2.9595 15.25

* Up to 31 july 2012 (the final distribution payment date).

Revenue Record – Accumulation Units

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 january 2007.

Calendar year Net revenue 
per unit (p)

Per £1,000 
invested (£)

2007 4.8799 22.77

2008 5.5657 25.97

2009 5.8406 27.26

2010 4.0785 19.03

2011 3.7280 17.40

2012* 3.8170 17.81

* Up to 31 july 2012 (the final distribution payment date).

Calendar Year Performance

Total Return Per
income

unit3

Per 
accumulation 

unit3

2007 (19.0)% (19.0)%

2008 (21.7)% (21.9)%

2009 (1.3)% (1.2)%

2010 9.8% 9.7%

2011 (2.2)% (2.2)%

2012* 0.3% 0.2%

3  source: Lipper hindsight, bid to bid, net income reinvested.
* Up to 31 May 2012.
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CoMPArAtive tAbLes (ContinUed)

Portfolio Information

spread of investments by asset class as at  
31 May 2012

spread of investments by asset class as at  
31 May 2011 

Top Ten Holdings

31.05.12

Lombardy retail Park, hayes

st George’s shopping Centre, Preston

omni Centre, Greenside Place, edinburgh

Princes house, 36-40 jermyn street &  
192-196 Piccadilly, London, W1

Alder Castle, 10 noble street, London, eC2

tesco superstore, Carina road, Kettering business Park

Guildhall shopping Centre, exeter

Colmore Gate, 2-6 Colmore row, birmingham

20 soho square, London, W1

broadway Plaza, Fiveways, birmingham 

31.05.11

Lombardy retail Park, hayes

st George’s shopping Centre, Preston

omni Centre, Greenside Place, edinburgh

Princes house, 36-40 jermyn street &  
192-196 Piccadilly, London, W1

Alder Castle, 10 noble street, London, eC2

tesco superstore, Carina road, Kettering business Park

Guildhall shopping Centre, exeter

Colmore Gate, 2-6 Colmore row, birmingham

broadway Plaza, Fiveways, birmingham

123 st vincent street, Glasgow

Cash 6%

Direct Property 
92%

Property Related 
Assets 2%

Cash 16%
Direct Property 
81%

Property Related 
Assets 3%
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trUst inForMAtion

Manager
Aviva investors UK Fund services Limited
no. 1 Poultry
London, eC2r 8ej

Until 20 july 2012, the Manager was 50% 
owned by Aviva Life holdings UK Limited 
and 50% owned by Aviva investors holdings 
Limited, both of which are companies 
incorporated in the United Kingdom and are 
within the Aviva Group of Companies. From  
20 july 2012, the Manager is wholly owned  
by Aviva Life holdings UK Limited.

Aviva investors UK Fund services Limited is 
a member of the investment Management 
Association and is authorised and regulated by 
the Financial services Authority.

Directors
j Clougherty (resigned 27 March 2012)
s boylan (resigned 21 july 2011)
A dromer (resigned 29 september 2011)
t orton
e Gerth (resigned 20 july 2012)
G boffey
K Moss (resigned 13 March 2012)
P neville (appointed 29 september 2011, 
resigned 20 july 2012)
b A Curran (appointed 20 july 2012)

Administrator and Registrar
international Financial data services (UK) Limited
iFds house
st. nicholas Lane
basildon
essex, ss15 5Fs

Investment Adviser
Aviva investors Global services Limited
no. 1 Poultry
London, eC2r 8ej

Aviva investors Global services Limited, a wholly 
owned subsidiary of Aviva Plc, is a member of 
the investment Management Association and 
is authorised and regulated by the Financial 
services Authority.

Trustee
Citibank international Plc
Citigroup Centre
Canada square
Canary Wharf
London, e14 5Lb

Authorised and regulated by the Financial 
services Authority.

Auditor
ernst & Young LLP registered office at
10 George street 1 More London Place
edinburgh, eh2 2dZ London, se1 2AF

Independent Property Valuer
Knight Frank LLP
55 baker street
London, W1U 8An
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trUst inForMAtion (ContinUed)

Risk Information
investors may not be able to switch or cash 
in their investment when they want because 
property in the trust may not always be readily 
saleable. if this is the case we may defer a 
request to switch or cash in units.

Publication of Prices
information on the prices of Units will be 
available by calling 0800 051 2003 or on the 
internet at www.avivainvestors.co.uk. Calls 
may be recorded for training or monitoring 
purposes. 

Stamp Duty Reserve Tax (SDRT)
the Manager’s chosen policy on sdrt is to 
charge it directly against the property of 
the trust. this is then reflected within the 
published prices of the trust. however, the 
Manager reserves the right to charge sdrt on 
redemptions or switches of units in a trust in 
excess of £15,000 to the investor rather than 
the relevant trust.

Report and Financial Statements
Copies of the annual and half yearly long 
form report and financial statements are 
available free of charge by calling us on 
0800 051 2003, or by writing to us at Aviva 
investors Administration office, Po box 10410, 
Chelmsford CM99 2AY.

Paper Information
the paper used to produce this document 
originates from forests that are managed in 
accordance with the principles and criteria  
of the Forest stewardship Council (FsC).  
the paper is chlorine free.

Other Information
More information about the activities and 
performance of the trust for this and previous 
periods can be obtained from the Manager.  
the future returns and opinions expressed 
should not be relied upon as indicating any 
guarantee of return for investment in our 
funds. the information contained within 
this document should not be construed as a 
recommendation to purchase or sell stocks.
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