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DIRECT INVESTMENT IN POLAND

Redefine’s international strategy is centered on geographic diversification and exploiting attractive initial income 
yield spreads. Part of our offshore focus is to invest in markets where there is potential for growth through value-add 
opportunities from active asset management, lease restructuring and extensions. 

Although our preference is to invest offshore through existing listed holdings, we have adopted a direct 
investment approach:

1. To support our listed holdings where investments exceed their concentration levels – such as Northpoint in Sydney;

2.  Invest in asset classes that do not compete with our listed holdings, should they opt not to co-invest with us – such 
as student accommodation in Australia.

Redefine has forged strong relationships with PIMCO, Oaktree Capital Management and Griffin Real Estate, through 
Echo Investments, in the acquisition of the initial Echo Polska property portfolio prior to its listing on the JSE more 
than a year ago.

Following on from the success of the EPP transaction, Redefine was invited to team up with PIMCO and Oaktree to 
participate in a bidding process to acquire 28 retail properties from a partnership of investors comprising Apollo Rida, 
Ares and Axa, who had been owners of the portfolio for over a decade. Initially, the portfolio was developed by affiliates 
of Metro AG between 2003 and 2005 and then sold to the current owners. The then purchasers concluded a triple net 
‘master lease’ over the portfolio with Metro AG, which expires in April 2024 and provides a secure income stream whilst 
stabilising the portfolio.

Redefine has a 25% interest in the consortium, with PIMCO and Oaktree each holding 37.5%.

EPP was offered to participate in the bidding process, but the independent members of its Board declined the 
opportunity, as:

1. Only 12 of the 28 properties met EPP’s investment criteria;

2. EPP did not have the funding capacity to participate upfront in the initial transaction; and

3. EPP did not have the risk capacity to take on assets whose income has not yet stabilised.
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What was however agreed to, was that EPP would acquire from the consortium 12 of the retail properties for 
€692 million in three annual tranches, which will ensure that they will have funding capacity in place, through the sale 
of offices and without creating the need for equity raises over the next two years.

The 28 retail properties comprise the M1 Portfolio of nine leading mid-market shopping centres, anchored by an 
Auchan Group hypermarket across Poland, with an approximate total gross leasable area (GLA) of 383,000m² and net 
operating income (NOI) of around €43.6 million a year; the Power Park Portfolio of four smaller hypermarket-anchored 
big-box retail centres with 114,000m² and NOI of €11.6 million a year; the Hypermarket Portfolio of 12 hypermarket-
anchored centres with small line-shop retail components comprising 181,000m² and total NOI of around 
€22.2 million; and the DIY portfolio of three standalone DIY stores of 26,000m² and NOI of about €2.6 million per 
annum. This represents an average 7.7% initial income yield on the purchase price of €1 billion. France’s Auchan is one 
of the world’s principal distribution groups with a popular presence in a growth market like Poland. Auchan and OBI, 
both blue chip tenants, make up over 65% of the GLA portfolio, while the rent review of the head lease is estimated at 
6% in 2019.

Key locations in the portfolio stretch form Warsaw to growing regions across the country, like Krakow and Zabrze. 

The purchase consideration of €1 billion will be funded through the immediate on sale of 4 properties to EPP, totalling 
€359 million, offshore debt funding of €411 million, and an equity contribution by the consortium of €232 million. 
Redefine’s equity contribution of €58 million will be through capital that has been recycled, coming from local assets 
that have already been sold.

EPP’s initial purchase consideration of €135 million will be funded through a subscription for equity in EPP, amounting 
to €97.5 million, by PIMCO and Oaktree, and the balance (€37.5 million) from the sale of offices. Included in the 
property-owning entities, initially acquired by EPP, is third-party debt, arranged by the consortium, amounting to 
€224 million, taking the value of the properties acquired by EPP to €359 million. The transaction broadens EPP’s 
investor base in Europe as a consequence.

We remain confident in the outlook for Poland’s retail sector, which continues to be buoyed by stellar sales. There are 
solid fundamentals in place in this market, driven by very strong retail sales growth of 8% and inflation of about 1%. 
The macro environment is very solid as employment levels are high and consumers have low levels of household debt.

I am very excited about the value-add opportunities, which include the redevelopment/extension of around 56,000m² 
of the portfolio and potential significant lease restructuring opportunities throughout the portfolio. Although the 
hypermarkets are currently over-rented, which was taken into account in our pricing, the 25 Auchan leases represent 
approximately 35% of their total number of stores in Poland, and provides a strong negotiation position for the ultimate 
renewal of the leases.

The growth potential beyond the initial investment horizon is what piques our interest, while this asset transaction is 
accretive to our earnings over 3-5 years from both an income and trading point of view; it also ushers in long-term 
stable growth via our shareholding in EPP. 

Redefine anticipates a return on equity in the region of 15% pre-tax and an IRR of 18-22%. 
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Geographic expansion is a key element to our risk diversification strategy and we are really excited to further 
strengthen our strategic partnership with PIMCO and Oaktree, as well as our working relationship with Griffin Real 
Estate. This portfolio benefits from strong retail fundamentals and, together with value-add opportunities, presents 
Redefine with an opportunity for above-market returns and firmly establishes Redefine as a significant player in the 
Polish region.

The transaction, which has now become unconditional, is expected to close on 4 January 2018.


