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Background
The 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, the APN Vienna Retail
Fund and the APN Champion Retail Fund.

Fund update
Key points
 Fund unit price $0.1175
 Fund reported a loss of $913,000 for the year ended
30 June 2012
 Some positive signs for Austrian and Polish economies
and markets, though Greece remains very problematic
 Distributions remain suspended

Market conditions in Europe remained difficult throughout the
financial year 2012 with Greece in particular suffering from further
deterioration in its economic situation.
The results for the year ending 30 June 2012 show a loss of
$913,000 (compared to a profit in the year ending 30 June 2011 of
$19,000). The loss is principally due to the reduction in the value of
the investment in the Champion Retail Fund, where the units in the
underlying Fund have been recorded at nil value, as is the case for
the Poland Retail Fund. The stake in the Vienna Retail Fund is held
at $0.5477 per unit.

to reduce taxable income in the Fund. Such restructuring required the
consent of the Fund’s senior lender, Deutsche Bank, whose approval
would have been conditional upon a commitment to apply all surplus
cash to the amortisation of the loan. This stance, together with
anticipated restructuring costs of €1m, made the exercise unviable.
Consequently, in lieu of distributions, excess cash of €3m was used to
repay part of the senior debt in April 2012 and future cash surpluses
will also be applied to debt reduction. This approach is the most
effective use of surplus cash and improves the loan to value covenant
in the event of further decline in the property valuation.
Occupancy levels across all of the underlying properties in which the
Fund is indirectly invested remain in excess of 95% and weighted
average lease expiry metrics range from 3.9 to 10.5 years.
The future performance of the Fund will continue to depend on the
performance of its investments, which in turn are dependent on
European real estate markets and the trading performance of the
underlying property portfolio. The value of the Fund’s investments
in both the Poland Retail Fund and the Champion Retail Fund are
recorded at nil value as both underlying funds have negative net
worth. The substantial write downs in the value of their respective
properties has resulted in amounts owing now exceeding realisable
assets. The recoverable value of these properties would need to
increase significantly, to enable all liabilities to be cleared before
there would be a return to investors. Further information is provided
overleaf on the performance of the Fund’s investments to June 2012.
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,
at which point any capital received will be returned to the Fund’s
investors.

The valuation results for the underlying property portfolio as at
30 June 2012 show a 4.8% decrease for Shopping Centre Nord
(Vienna Retail Fund – down from €104.4m) and the Manhattan
Shopping Centre (Poland Retail Fund – down 4.2% to €29.4m)
compared to the June 2011 valuations. However, the valuation of
the Champion portfolio fell by 45.7% to €36.9m as at 30 June 2012
compared to a value of €68m recorded at 30 June 2011. The reduction
in value of the Champion portfolio reflects the amended lease
agreements reducing the annual rent by €1.5m to €4.65m effective
from 1 December 2011 as well as a significant increase in yields due
to the effective collapse in the Greek real estate market caused by
the on-going economic difficulties in Greece.

Asset allocation

The Poland Retail Fund and the Champion Retail Fund have
suspended distributions as both of these Funds are currently required
to apply any surplus cash generated to amortise their senior debt
positions with their respective lenders. The same now applies to the
Vienna Retail Fund. As highlighted last December, it has not been
possible to address the Austrian capital maintenance regulations and
restructure the Fund to enable future distributions, other than the
FY12 final distribution of 0.3933 cpu payable shortly in order

Poland has continued to outperform its peers in the European Union.
Although entry into the currency bloc is still planned for the near
future, having its own currency has afforded the Polish economy a
degree of autonomy and control in dealing with fluctuating markets
and economic indicators. Polish central bank interest rates which
have been on an upward trajectory since early 2011 were increased
in May 2012 from 4.5% to 4.75% to combat rising inflation, while
deflation haunts much of Europe.

100% European real estate

Market update
The Euro zone sovereign debt crisis has continued to dominate
headlines throughout 2012. Investor concerns have been exacerbated
by election results in France and Greece where the austerity drive
became politically unpopular resulting in those advocating a switch
in strategy benefitting from public sentiment. Market reactions to
policy change and incoherent strategies however, have been largely
negative.
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Growth prospects for the Austrian economy have deteriorated since
the end of 2011, mainly due to slowing Euro zone demand, and thus
the real GDP growth forecast has been revised downwards to 0.6% for
2012. However, a mix of relatively well-off consumers, healthy public
finances, as well as stable unemployment (although all exposed to
downward risks in 2012) suggest that the economy is unlikely to slide
into recession this year. The economy in Austria is still expected to grow
thanks to domestic demand seemingly resistant to outside impacts.
The possibility of a Greek Euro exit and deterioration in the Spanish
economy do however pose risks on the downside.

The turbulence is expected to continue in the Greek economy
throughout the rest of 2012 and into 2013. Weak confidence and
subdued domestic and external demand will continue to weigh on
investment, exports and consumption, with the latter additionally
affected by unemployment continuing to rise in both private and
public sectors. The decline is not likely to be accompanied by successful
fiscal consolidation (balancing of the books) in the short term, which
will further erode trust in the economy and increase the risk of an
exit from the Euro zone.

Key information at 30 June 2012
Financial information

APN Poland Retail Fund

APN Vienna Retail Fund

APN Champion Retail Fund

0%

100%

0%

A$37.6m

A$137.4m

€39.7m

0.0000

0.5477

0.0000

Investment allocation (by value)
Fund gross assets
Unit price(A$)
Senior debt ratios
LVR (actual)

–

73.2%

109.2%

LVR (covenant)

–

75.75%

80.0%

ICR (actual) (times)

–

1.66

2.00

ICR (covenant) (times)

–

1.20

1.75

Dec 2016

Sep 2013

Oct 2013

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

1

1

16

24,530m²

36,088m²

51,615m²

360

1500

–

125

97

1

Supermarket – Piotr & Pawel
Fashion – H&M, C&A

Supermarket – Merkur Markt
Fashion – H&M

Carrefour Marinopoulos

4.8 years

3.9 years

10.5 years

95.9%

96.9%

100.0%

Weighted average lease expiry
Occupancy (by income)
Net operating income (full-year)

€2.7 million

€6.9 million

€4.5 million

Property valuation

€29.4 million

€99.4 million

€36.9 million

€10.9/m²/month

€15.3/m²/month

€7.5/m²/month

www.gchmanhattan.pl

www.scn.at

Average rent
Website

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

Contact details for advisers

⟩ Adviser Services Hotline 1300 027 636

Peter Mill
National Business Manager, Retail Distribution
M 0409 209 036
E pmill@apngroup.com.au

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

⟩ Email apnpg@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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