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Circle Property's hand-picked portfolio proves its
worth
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£58.25 m
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1 Year Share Price Graph

Property investment is all about location.
So for investors in Circle Property PLC (LON:CRC), it must be reassuring that
management reckon they know every major commercial location in the UK's
major towns and cities.
WATCH: Circle Property encouraging occupancy through competitive rents
"I know all of the towns, all of the streets and probably most of the buildings as
do my colleagues Edward Olins (COO) and Ian Henderson (chairman)," says
John Arnold, chief executive.
Straightaway, that in-depth knowledge means out of 100 calls from agents with
offers of properties, 90 can be dismissed.
"We can knock most of these out by location, just where it is"
The remaining ten warrant a bit more attention and on average, out of the
original 100, Circle may end up with one gem.
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Eye for a bargain
The story does not end there though.
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Company Synopsis:

Circle has started to specialise in offices, but otherwise there is no criteria for a
property.
"We are an agent's nightmare," says Arnold, a 30-year plus property veteran.
No town, no set size, just the management team's eye for a bargain that with a
bit of TLC can be rejuvenated.

Circle Property Plc is a specialist property
investment company, registered in Jersey
with its shares being quoted on AIM. The
company
acquires
provincial
office
properties where it can add value by
undertaking lease renewals, rent reviews,
lettings
and
refurbishments.
action@proactiveinvestors.com.au

As an example of how Circle operates, Arnold points to One Castlepark in
Bristol, an 80,000 sq ft 'giant of a building.'
The office market was not great at the time it was bought, he says. Only two-thirds of the building was let and there was
a chance that might drop to one third.
"But at just over £4 million it was cheap and if we only got £5 a square foot, that would still have been a 10% yield."
The building now is valued at about four times more than we paid for it, with £13 per sq ft the average rent.
On a reversionary basis, ie what the rent would be to a new tenant, Arnold says the property's value is nearer £20mln.
NAV climbing
It is that kind of appreciation that has propelled the value of the portfolio over the past few years.
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Results for the year to March demonstrated the point. The portfolio's value rose by nearly 20% to £93mln, net assets
per share increased to 183p from 153p and rental income jumped by 19% to £5.6mln.
Across the whole portfolio on a reversionary basis, rental income would be over £9mln.
Growth like that is more akin to a tech company than a commercial property group and Arnold agrees the performance
currently is 'pretty good'.
Unit trust background
So why do the shares, currently 159p and yielding 3.1%, trade at a discount to NAV.
Partly that stems from the history, which saw it set up as a unit trust in Jersey more than a decade ago.
All of the unit holders converted to shares when Circle become a company but very few have any interest in selling,
says Arnold, which means even though the company is worth close to £50mln, trading is minimal.
Another reason, by management's own choice, is that Circle's performance has been under the radar since it joined
AIM in 2016.
But Arnold believes it is time for that to change and to make more people aware of what Circle is achieving.
He admits Brexit uncertainty has made life harder in the property market, with the way forward for companies like Circle
to understand the needs of their tenants in terms of size and flexiblity.
Having pulled in FTSE 100 giant Compass for one unit at the Kent's Hill Conference Centre, a key site in Milton Keynes,
and in doing so already returning a profit on the asset, a second unit has been strategically split up to provide the space
that smaller companies need.
Even so, patience is one of Circle's virtues. It has been happy to stick with a property in London's Moorgate area
through the hugely disruptive work on the new Crossrail link, confident that rents will climb once all of the construction is
completed.
Currently, 80% of the total portfolio is let and income producing, and it is this which makes up the investment side of the
portfolio.
The remainder is held within a development portfolio of three office buildings, two of which have been refurbished with
Somerset House in Birmingham scheduled for completion soon.
Larger Circle the ambition
Arnold admits he would like Circle to be larger.
Debt is around £48mln and some additional equity would help this ambition and loosen up the liquidity, as he is
confident the management team will continue to find plenty of opportunities.
"We are trying to find value all of the time. If the building is right, the situation is right and the location justifies the risk that's the key.
"In those situations it is worth us getting involved and getting our hands dirty in order to unlock the hidden value of the
asset."

Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of Circle Property PLC named herein, including the promotion by the Company of
Circle Property PLC in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the amount up to Twenty Five
Thousand
dollars
($25,000).

www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.com.au
Powered by TCPDF (www.tcpdf.org)

Suite 102, 55 Mountain Street

Ultimo, NSW 2007

ABN: 19 132 787 654

