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 Good morning and thank you for joining us for the 2012 GPT Annual 
Result presentation.

 Today I will talk about the performance of the business in 2012, as 
well as our strategy and outlook for 2013.

 Mark Fookes in his new role as CFO will provide an overview of the 
financial results and capital management.

 Carmel Hourigan as the new Head of Investment Management will 
make comments on the portfolio performance.

 And there will be time for questions at the end.
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 The team at GPT exceeded expectations again in 2012, delivering 
on our promises.

 We have also made good progress on enhancing our portfolio during 
the year.

 And to meet the challenges and opportunities ahead, we are 
deliberately investing in the future.
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 Since I presented GPT’s strategy in August 2009, GPT has delivered 
on our three key measures.

 EPS, Total Return and Total Securityholder Return have all shown 
steady improvement.

 This reflects our disciplined approach, with a focus on creating value 
for all stakeholders.
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 It has been a great year for GPT.

 Once again we delivered EPS growth ahead of guidance.

 We achieved significant progress on our reweighting strategy with 
the sale of stakes in Casuarina and Woden and the acquisition of a 
number of logistics & business park assets.

 We completed two developments including the $700 million office 
tower at 111 Eagle St, Brisbane.

 Our funds management business delivered 20% growth, with GWOF 
the best performing fund in the office sector.

 Our cost optimisation program ‘Fit for Growth’ will deliver a recurring 
$10m after tax earnings benefit in 2013.

 And finally our strong focus on capital management continued with 
debt costs reducing by 100 basis points over the year.
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 2012 was focused on an ‘optimise and grow’ strategy.

 This approach continues to deliver results.

 I will talk about our growth platforms later in the presentation.

 The last point on this slide makes reference to M&A activity. 

 I won’t talk about Australand today, except to say that we are 
committed to advancing a proposal that is in the best interests of 
Australand and GPT securityholders. 

 It is important to understand we don’t need to do the deal to achieve 
our goals, but if successful, achievement of our strategic priorities 
would be accelerated.

 I will now hand over to Mark.
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 I’ll start with the operating performance of the Group for 2012.

 Realised Operating Income per security, which reflects our 
underlying operational earnings, was up 8.0%. A strong result, 
ahead of guidance we gave at the half year and reflecting solid 
contributions from each of the operating divisions, a reduction in 
our average cost of debt, initial savings from our ‘Fit for Growth’ 
program and the accretive impact of our security buy-back.

 The statutory profit is significantly up on 2011, driven principally 
by upward revaluations, the most significant of which in the 
second half were at Melbourne Central in both the retail and the 
office tower following strong contributions from Sunshine Plaza, 
Penrith and One One One Eagle Street in the first half.

 This was partially offset by a negative mark to market in our 
interest rate derivatives due to a fall in interest rates over the 
course of the year.

 Distribution per security is up 8.4%, with a final distribution of 
5.1 cents, point one of a cent higher than our estimated 
distribution announced in early January, bringing distribution for 
the full year to 19.3 cents.
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 Focusing now on the composition of the operating result.

 Retail income was up 3.0% on a like for like basis, driven by a very 
strong contribution by Melbourne Central.

 The office portfolio performed very well with comparable income 
growth of 3.8%. Particularly strong results were contributed by 
Melbourne Central Tower, Farrer Place and the Citigroup Centre.

 Logistics & Business Parks were up a solid 2.7% on a comparable 
basis.

 Funds Management income was down as a result of GPT’s lower 
stakes in the office and retail funds but distributions per unit were 
up 1.7% across the two funds.

 Interest expense was lower as a result of a 100 basis points 
reduction in the average cost of debt and a lower average debt 
balance.

 The weighted average number of securities has reduced as a 
result of the buy-back.

 This year we have also provided a more detailed breakdown of our 
business segments in our accounts and data pack available on our 
website.
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 This chart shows the composition of the growth in EPS.

 The majority of the uplift was driven by income growth from the 
portfolio, a lower cost of debt compared to 2011, the accretion from 
the buyback and the expense savings from our ‘Fit for Growth’ 
program being realised.

 This was partially offset by a lower tax benefit in 2012.

 Combining to deliver 8.0% earnings per security growth.
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 In 2012 we saw the successful implementation of our ‘Fit for Growth’ 
program.

 The program built on the work we have been doing to streamline the 
business over the last couple of years enabling us to realise the benefits 
of process improvements and new systems whilst also providing a 
strong platform for growth.

 We realised an earnings benefit of approximately $3m in 2012 and we 
are forecasting a benefit of $10m in 2013.

 This has helped to deliver lower overall expenses and a very positive 
JAWS result in 2012.

 GPT now has one of the lowest management expense ratios in the 
sector with a forecast MER of approximately 50 basis points for 2013.
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 The balance sheet remains in great shape.

 Gearing as a proportion of total tangible assets sits at 21.7%.

 Look through gearing sits at 23.9% which reflects the gearing in the 
wholesale funds. The retail fund is geared at 27.6% and the office 
fund has very low gearing at just 7.2%.

 Interest cover is very strong at 5.1 times.

 Credit ratings remain at A-, A3 providing  GPT with cost effective 
access to the debt capital markets.
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 This graph illustrates how our Treasury team has worked down the 
average cost of debt in the last few years.

 The average cost of debt for 2012 was 100 basis points lower than 
2011.

 This result was achieved by a combination of treasury initiatives to 
delay the commencement and lower the margin on $800m of loans, 
the early termination of some of our more expensive interest rate 
swaps at the time of asset divestments and lower floating rates.

 We are forecasting an average cost of debt for 2013 of 5.5%.
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 Our debt maturity profile remains relatively flat.

 In 2012 GPT issued $330m of domestic bonds with domestic 
medium term notes now representing 25% of borrowings.

 I’m pleased to announce that post year end we issued $HK800m 
worth of 15 year bonds (swapped back to A$100m) at 195 basis 
points over BBSW. This was GPT’s inaugural issue into foreign debt 
capital markets and further diversifies GPT’s debt sources and 
extends the weighted average term to maturity to 5.4 years.

 Our team remains focused on diversifying our funding sources and 
lengthening tenor.

 I’ll now hand over to Carmel who will talk through the portfolio.
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 Thanks Mark.

 In 2012, the portfolio delivered a solid result achieving a total return 
of 9.3%. The team has continued to drive performance, leveraging 
the sector specialist skills and integrated business platform of the 
group to unlock value.

 Broadly all three sectors performed well in an environment of weak 
consumer and business sentiment.

 The office sector recorded the strongest performance with a total 
return of  10.5% for the year underpinned by strong leasing activity 
across both balance sheet and GWOF.

 We continued to deliver on strategy, moving closer to our preferred 
sector weightings with $643 million in retail assets divested and the 
acquisition of four logistics assets for $143 million.

 The portfolio finished the year in a solid position with comparable 
income growth of 3.2%, occupancy of 98.1% and a weighted 
average capitalisation rate of 6.54%
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 The portfolio achieved a total return of 8.6% for the year. 

 Retail weightings decreased from 61% to 56% on the back of the 
divestment of Westfield Woden and a 50% interest in Casuarina for 
$551 million.

 In December we announced the exchange of contracts on the 
Homemaker assets Jindalee and Aspley for $91.7 million. These 
sales demonstrate our commitment to sector reweighting and our 
strategy to reduce non core exposure in retail. On settlement, GPT’s 
exposure to regional and super regional assets will move to 96%.

 Despite subdued retail sales, underlying key asset indicators remain 
positive with solid like for like income growth and occupancy at 
99.5%.
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 As shown the retail portfolio delivered comparable income growth of 
3.0%, supported by a large proportion of fixed reviews and solid 
income growth at Melbourne Central.

 Retail sales showed modest growth with comparable specialty sales 
up 1.5% and centre sales up 1.3%.

 This modest sales growth together with fixed rental increases across 
non renewing tenants has seen occupancy costs remain relatively 
stable at 17.9% over the year.

 A total valuation uplift of $104m was realised, underpinned by 
Melbourne Central, Sunshine Plaza and Penrith. 

 78% of the retail portfolio was externally valued which saw the 
weighted average capitalisation rate firm 14 basis points to 6.07%. 
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 By category retail sales performance remains mixed with the 
strongest categories continuing to be Other Retail, Retail Services 
and Food Catering, whilst apparel sales improved, up 2.2% in 2012 
compared to 0.6% in 2011.

 Structural changes in retail spending have seen the Leisure category 
continue to be impacted in particular books, music and games. On 
the positive, Other Retail which includes cinemas and travel has had 
another strong year at 6.1% MAT growth.

 The team continues to evolve the retail offer, down-weighting 
apparel which represents a significant proportion of speciality GLA 
and up-weighting to Retail Services, Food Catering and Other Retail.

 We continue to see a number of key themes including, new concept 
stores, the introduction of additional international retailers, further 
focus on operational efficiencies as well as increased control over 
brand and distribution strategies by retailers.

 This evolution of the retail offer to meet the changing market is a key 
strategy for the leasing and management teams. 
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 Key components of this strategy include:

- Active remixing to deliver the right tenant in the right location;

- Securing occupancy to deliver cash flow; and

- Securing earnings growth with structured rental increases.

 In 2012 we saw the introduction of 246 new tenants out of 585 leasing 
deals.  

 Of the 585 deals a leasing spread of -5% was achieved which equates to 
$1.9m annual net income.

 Importantly all new leasing deals in 2012 within the GPT managed portfolio 
achieved an average of 4.8% per annum fixed increase underpinning retail 
earnings into the future.

 As outlined in the table, the portfolio is in a positive position when spending 
returns to more normalised levels:

- With vacancies falling;

- Arrears and bad debts low; and

- Customer traffic up over the year.  
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 The combination of digital strategies and an increased focus on 
product, service and the customer experience remains an essential 
mix for improving sales and profitability.

 In November, we launched mobile applications for both Highpoint 
and Melbourne Central. In the first two months over 5,000 mobile 
applications were downloaded.

 Mobile applications for Charlestown, Rouse Hill and Wollongong 
Central will be rolled out during the first quarter of this year.
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 The $300m Highpoint development which is nearing completion is a 
great example of how dominant regional centres continue to be 
sought after by retailers in a tough market.

 In October, Stage 1 of the Highpoint development was completed 
100% leased and on program with Stage 2 forecast to complete in 
March this year.

 The completion of the development positions the asset as the 
second largest in Australia by GLA at 156,000sqm. The development 
will add David Jones, Woolworths and 118 speciality tenants 
including a number of international retailers such as Zara, Top Shop, 
Chanel, and Samsung. 

 The project was developed by GPT and reflects a forecast yield on 
cost of 10% including property and funds management fees earned 
by GPT. 
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 2012 was a strong year for the office portfolio

 We completed a significant amount of leasing with 152,000sqm 
of leases executed across the portfolio and an additional 
36,000sqm of signed Heads of Agreement, as at 31 December.

 As a result of our leasing success portfolio metrics were strong 
resulting in a total return of 10.5%.

 With active management, 2014 expiries fell from 20% to 14%, 
12 months ahead of expiry. 

 We continue to lead the industry in sustainability, remaining first on 
the global Dow Jones Sustainability Index.

 And we successfully delivered the best new office building in 
Australia in One One One Eagle Street in Brisbane.
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 The office portfolio continues to perform well despite 
challenging market conditions.

 Comparable income growth was a strong 3.8% led by 4% 
average fixed increases and positive leasing spreads.

 Occupancy remains high at 95.8%, up from 93.6% at June 
2012.

 The portfolio weighted average lease expiry has increased to 
5.4 years primarily associated with major leasing deals 
completed at  2 Park Street, 800 Bourke Street and 530 Collins 
Street.

 A total valuation uplift of $95m was realised, underpinned by 
Melbourne Central Tower, 2 Park Street and strong underlying 
performance from GPT’s equity interest in GWOF. 

 59% of the office portfolio was externally valued which saw the 
weighted average capitalisation rate firm 21 basis points to 6.86%. 
This tightening has been associated with improved occupancy 
and extended lease durations.
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 The quantum of leasing deals completed in the year is a 
reflection of our office team’s capability.

 Looking at gross leasing activity on a like for like basis, this 
reflects a result 40% higher than our historical five year 
average.

 All of these deals were completed by the GPT leasing team.

 Importantly, our focus on active asset and account management 
together with an in-house leasing team provides the right focus 
on not only immediate vacancies but future expiries, as 
evidenced by deals such as NAB which was a 2016 expiry and 
Citi a 2014 expiry.



24

 Despite soft market conditions, our portfolio in each respective 
market is well positioned. 

 On a national level the office markets are experiencing weak 
demand linked to a pullback in the finance, insurance and 
mining sectors. 

 On the flip side net supply levels over the next two years are 
low in most markets with the exception of Melbourne which has 
significant supply due for completion.

 Looking at our individual markets we are well positioned.

- In Sydney our peak expiry occurs in 2014 when supply is low 
and well before the impact of Barangaroo.

- In Melbourne, where we have the longest portfolio WALE, our 
expiries are low over the next few years in a period of high 
supply and soft demand.

- In Brisbane our exposure is to the prime end of the market with 
a long WALE, which places us in a relatively solid position in a 
market forecast to have weak demand over the short term. 
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 Now to the logistics and business parks portfolio.

 We are delivering on strategy with the portfolio growing to 
$990m reflecting an increase in portfolio weighting to 12% up 
from 9% at the start of the year.

 The growth has been driven by acquisitions totalling $143m. 

 On the completion of Toll NQX in Brisbane this will increase to 
$200m.

 On the development front we successfully delivered 5 Murray 
Rose at Sydney Olympic Park 100% leased to Lion.

 Our dedicated logistics and business parks development team is 
now established and will continue to provide product for the balance 
sheet portfolio.  
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 The logistics and business parks portfolio delivered strong 
comparable income growth of 2.7%.

 Occupancy levels remain high at 98.2% highlighting the strong 
renewal and re-leasing activity in the portfolio.

 The portfolio WALE is strong at 5.8 years and will increase on 
completion of  the Toll NQX deal.

 The weighted average capitalisation rate firmed 14 basis points 
to 8.30% with 74% of the portfolio externally valued over the 
year. 

 The valuation movement was -$11.6m, predominantly driven by a 
reduction in the value of the land banks. Overall there was a $12.6m 
write down of our land bank spread across all estates.

 This is a reflection of the continued weakness we have seen in 
prelease markets over the 12 months.
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 In December we announced the acquisition of Toll NQX in Brisbane 
for an on completion value of $84.6m. This was the largest of the 
four deals we completed in 2012. The deal is structured as a 
development fund through and is due for completion Q1 2014. 

 This state of the art logistics facility is in the prime Logan Motorway 
precinct. The property has been acquired with a 15 year lease to Toll 
with annual fixed rental increases of 3.5% per annum. 

 Our specialist logistics and business parks development team will 
oversee the delivery of this facility. 
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 Sustainability continues to be embedded as a core value of GPT.

 Over the year we have continued to be recognised globally as a leader 
in this space being awarded global leader in sustainability for the third 
time in the past four years by the Dow Jones Sustainability Index.

 This recognises the work done within the development business, in 
particular the 6 star green star rated One One One Eagle and 5 Murray 
Rose developments.

 Since 2005 in our operational assets, this work has translated into:

- A 31% reduction in energy per square metre;

- A 40% reduction in green house emissions; and a

- 42% reduction in water use per square metre.

 Delivering total savings of $20 million to customers and Investors.

 I will now hand back to Mike.
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 Thanks Carmel.

 As you can see, we have strong foundations for the future.

 Mark has outlined our financial strength and effective capital 
management. 

 Carmel has demonstrated the value of our high quality assets, the 
flexibility of being diversified, and the benefits of our active portfolio 
management. 

 In addition our capabilities continue to grow.
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 We have a leadership team with diverse backgrounds from within 
and outside the property sector.

 A large proportion of the team are in new roles, which reflects my 
approach to personal development.

 We continue to invest in our senior team, with a focus on leadership, 
strategy and design thinking.
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 I have previously outlined our four growth platforms of funds 
management, development, new profit sources and asset 
acquisitions.

 While we have already talked about asset acquisitions, the next few 
slides provide an update on the other growth initiatives.
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 As I explained at the Interim Result, we have two pathways for 
growing the Funds Management business.

 The initial focus has been on the existing funds, and in 2012 Nick 
Harris and his team delivered 20% growth in funds under 
management which is well ahead of the market average of 6%.

 We are also investing time into the development of new products.

 Four additional team members have been added to support these 
activities, which may include an industrial fund, capital partnering 
and possibly the establishment of a non-institutional fund.
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 Funds management is an effective growth platform for GPT as it 
generates enhanced returns for the Group.

 The base distribution yield of 6.5% translates to a total income return 
of 8% for GPT, when you take into account fees and costs.

 Increased scale will continue to improve these returns.

 As I have previously stated, our goal is to double the net profit after 
tax from the Funds Management business.
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 Within development, we have a dual approach.

 Firstly, our Retail and Major Projects team led by Anthony McNulty is 
focused on creating and enhancing value across the portfolio.

 Importantly, this business will run at a profit in 2013.

 Our approach is that new developments must deliver accretive 
returns in line with our stated targets.

 Much of the capital invested in 2013 will come from our funds and 
capital partners.

 Secondly, we are building capability for logistics and business park 
development in a team led by John Thomas. 

 This will enable us to convert our remaining $80 million landbank, 
provide product for the Balance Sheet portfolio, and potentially pre-
sell projects to third parties.

 Without impacting GPT’s cost of capital or risk profile, over time, our 
target is for the logistics and business park development business to 
contribute up to 5% of total earnings.
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 The pipeline across the two development areas includes a number of 
good opportunities, and as I said, a large number of the projects 
underway are in partnerships or are on behalf of third parties.
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 As well as our energy business, GPT has taken on two exciting new 
ventures – LiquidSpace, and our parcel locker trial.

 LiquidSpace is an on-line market to book workplaces and meeting 
rooms. This business already successfully operates in the US and 
our opportunity is to establish the business in Australia.

 Parcel lockers is a trial that we are undertaking with TZ Limited, 
which will allow people who purchase items on-line to have them 
delivered near their place of work. 

 For GPT, this leverages under-utilised space in our properties, gives 
us an insight into changing consumer behaviour and provides a new 
amenity for office users. This will be an interesting trial, particularly 
with examples of some employers now stopping the delivery of 
personal packages to corporate addresses. This is a partnership and 
not an equity stake.

 While LiquidSpace may be a one off, I wouldn’t rule out other small 
investments if the opportunities added strategic and operational 
value to GPT’s core operations.
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 Our growth platforms will deliver additional returns in the short term, 
but importantly, we are investing in developing our strategic direction 
for the next 5 – 10 years.

 We want to shape the future, and convert the threats into 
opportunities rather than be stuck in the past.

 Our goal is to be Australia’s best performing property company

- Delivering strong, sustainable value

- Anticipating change, and proactively creating opportunities 

 Our promise is that we will continue to provide our securityholders 
with a secure, reliable investment, delivering superior, risk adjusted 
returns over time.

 We remain committed to focusing on property related activities and 
investing in property assets within Australia.
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 We are investing in people. Examples include the establishment of a 
Corporate Development unit in October last year, led by Michael 
O’Brien.

 We’ve also made seven senior external appointments over the past 
year.

 In relation to learning, we are interacting with people who represent 
global best practice outside of property and we are gaining valuable 
learnings.

 We undertook an ‘Innovation tour’ to Silicon Valley in October. Again 
outside of property, establishing relationships with leading innovation 
businesses, entrepreneurs and academics.

 In the first half of 2013 we are producing an updated five-year 
strategic plan for the next phase of the Group. Judy Barraclough is 
leading this work, and I look forward to sharing this with you later in 
the year.

 In developing our strategy for the future, we have spent a lot of time 
building our understanding of the megatrends that will impact 
property in the next 10 to 20 years. This is vital in identifying possible 
threats and capturing opportunities.



39

 For this year, our strategy continues to be focused around the 
themes of optimise and grow.

 We will continue to optimise GPT and equip our employees for high 
performance.

 At the same time, we will enhance the core business, and continue 
to build robust growth platforms.

 It is a simple and effective approach, that delivers results.
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 I remain cautiously optimistic about our operating environment for 
this year.

 GPT will benefit from high levels of occupancy and structured rental 
increases.

 The success that Matt Faddy and the leasing team achieved in 2012 
demonstrates our capability to meet market challenges this year.

 We will bank the benefits from the ‘Fit for growth’ initiative completed 
last year and we will continue to manage down our weighted 
average cost of capital.

 In the year ahead I also anticipate further signs of cap rate 
compression on prime assets.
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 I am pleased to advise we are targeting at least 5% EPS growth for 
2013. 

 We will continue to have a payout ratio of 80%.
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 In conclusion, 

 The team at GPT exceeded expectations again in 2012, delivering 
on our promises.

 We have made good progress on enhancing our portfolio during the 
year.

 And to meet the challenges and opportunities ahead, we are 
deliberately investing in the future.

 Thank you.



43



44


