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Background
The APN Euro Property Fund (Fund) was established in August
2007, with the objective of investing in a diversified range of
property funds with underlying investments in European
commercial property. The Fund currently has investments in the
APN Poland Retail Fund (PRF), the APN Vienna Retail Fund (VRF)
and the APN Champion Retail Fund (CRF).

Fund update

Key points
 Fund unit price at $0.1517
 Fund reported a loss of $136,000 for the six
months to 31 December 2011
 Austrian and Polish economies are holding up
relatively well compared with most other
European states
 Distributions remain suspended for the
foreseeable future
Market conditions in Europe remained difficult throughout the
calendar year 2011. Greece in particular, suffered from further
deterioration in its economic situation.

Distributions from VRF cannot recommence without restructuring
the Austrian entities within the Fund via a merger which requires
the consent of the Fund’s lending bank, Deutsche Bank. VRF has
limited headroom under the senior debt loan to value covenant
and Deutsche Bank has indicated that it will only grant consent
to the restructuring if surplus cash generated by the asset is used
to amortise the loan position. It is therefore unlikely that VRF will
be in a position to resume distributions prior to the termination
date of the Fund in September 2013.
Occupancy levels across all of the underlying properties the Fund
is indirectly invested in remain in excess of 95% and weighted
average lease expiry (WALE) metrics range from 3.9 to 10.9
years.
The future performance of the Fund depends on the underlying
performance of its investments, which in turn are dependent on
European real estate markets and the trading performance of
the underlying property portfolios. Further information on the
performance of the Fund’s investments is provided overleaf.
It is currently expected that the Fund’s underlying investments
will be realised by the end of 2013 in line with scheduled Fund
expiry dates though earlier wind ups are being considered.
Market update

The results for the six months to 31 December 2011, show a
loss of $136,000 (compared with a loss in the six months to
31 December 2010 of $108,000). The loss is principally due to
the reduction in the value of the investment in CRF.

Most of Europe continues to experience tough times. In the face
of sovereign debt issues, combined with the harshest austerity
measures since war time. Economic growth is likely to be
extremely low for the foreseeable future.

The valuation results for the underlying property portfolio as at
31 December 2011 show marginal increases for Shopping
Centre Nord (VRF - up 1% to €105.5 million) and the Manhattan
Shopping Centre (PRF - up 1% to €31 million) compared with
the June 2011 valuations. However, the valuation of the CRF
portfolio fell by 17.7% to €56 million as at 31 December 2011
compared with a value of €68 million recorded at 30 June 2011.
The reduction in value of the CRF portfolio reflects amended
lease agreements reducing the annual rent by €1.5 million to
€4.65 million effective from 1 December 2011.

Greece
Structural weaknesses within the Greek economy are continuing
to create a sense of economic free fall. The adverse external
economic environment in 2011 was accompanied by a perfect
storm of weak domestic demand, rising unemployment and
severe austerity measures. Government finances are far from
reaching a sustainable position.

As a result of the lower valuation of the CRF portfolio, APN has
negotiated amended loan facility terms including an increased
loan to value (LTV) covenant and reduced interest cover ratio
covenant and quarterly loan amortisation payments.
PRF and CRF have suspended distributions. Both of these Funds
are currently required to apply any surplus cash generated to
amortise their senior debt positions with their respective lenders.

The uncertain economic climate, limited availability of
financing and an ever-changing tax environment continue to
deter investors.
Commercial real estate investment activity remains subdued
and prime yields moved out across most sub-sectors. Occupier
and investor demand will be subdued for the foreseeable future,
although a few major international retailers are still active,
taking advantage of challenging trading conditions to increase
their presence.
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Austria
In Austria, economic activity in 2012 is expected to contract,
limited by challenging conditions elsewhere in Europe.
Nevertheless, fundamentals in Austria should remain relatively
stable, with inflation easing and unemployment remaining
relatively low and stable.
Austerity measures are likely to impact on purchasing power,
however, a stable labour market and low interest rates should
support occupiers. The outlook for the retail market is generally
stable.

Poland
Retail investment volume in Poland for 2011 totalled nearly
€1.2 billion, exceeding the previous year by 18% and was the
highest annual total since 2007.
Shopping centre completions are likely to slow in the year ahead
and prime rents should be supported by limited availability,
possibly coming under upward pressure in the most sought-after
locations. The gap between prime and secondary locations
should widen, with the latter attracting little interest.

Demand for new retail space continues to outstrip supply,
however, most retailers are cautious when making decisions
on new openings or expansions, evaluating units/schemes and
competition carefully before establishing a presence. Interest is
generally focused on large units in prime locations.

Key information at 31 December 2011
Financial Information
APN Poland Retail Fund
APN Vienna Retail Fund
Investment allocation (by value)
0%
91%
Fund gross assets
A$40.5m
A$148.6m
Unit price ($)
0.0000
0.6300
Senior debt ratios 			

APN Champion Retail Fund
9%
€61.1m
0.3791

LVR (actual vs limit)

72.0% (80.0%)

95.4% (LVR covenant test
suspended

71.8% (75.75%)

ICR (actual vs limit) (times)

3.1 (1.15)

1.69 (1.20)

2.58 (1.75)

Fund scheduled end date
Property Information
Properties
Size (Gross Lettable Area)
Car spaces
Tenants
Key tenants

Dec 2016

Sep 2013

Oct 2013

1
24,1486m²
360
128
Supermarket – Piotr & Pawel
Fashion – H&M, C&A

1
37,126m²
1500
98
Supermarket – Merkur Markt
Fashion – H&M

16
51,615m²
–
1
Carrefour Marinopoulos

Weighted average lease expiry
Occupancy (by income)
Net operating income (half year)
Property valuation (gross)
Average rent

4.8 years
95.9%
€1.1 million
€31.0 million
€11.0/m²/month

3.9 years
96.9%
€3.5 million
€105.5 million
€16.1/m²/month

10.9 years
100.0%
€2.5 million
€56.0 million
€7.5/m²/month

Contact details for investors
Please contact your financial adviser or alternatively, the APN Investor Services Hotline on 1800 996 456.

Contact details for advisers
Rene Daquino
Head of Distribution
M 0428 555 165
E rdaquino@apngroup.com.au

⟩ Adviser Services Hotline 1300 027 636
Peter Mill
National Business Manager, Distribution
M 0409 209 036
E pmill@apngroup.com.au

⟩ Email apnpg@apngroup.com.au
Tanya Hoshek
Business Manager, Retail		
M 0400 595 886		
E thoshek@apngroup.com.au

This information has been prepared by APN Funds Management Limited (APNFM) (ABN 60 080 674 479, AFSL 237500). It is a summary and provided for general information
purposes only. No warranty as to its accuracy or completeness is given or implied and to the extent permitted by law, no liability is accepted by APNFM or any related party in
connection with it. In particular, any forward-looking statement is based on subjective assumptions which are inherently uncertain and dependent upon contingencies and risks
beyond the control of, and which are not known to, APN FM. Future outcomes may differ materially from any such forward-looking statement. This information is not investment
or other advice and your needs and circumstances having not been considered in preparing it. You should consider the Fund’s product disclosure statement and any other relevant
material (available via www.apngroup.com.au or 1800 996 456) before making any investment decision with respect to the Fund. Information in this document is accurate as at
the date published (unless otherwise indicated).
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