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TRITAX EUROBOX
Premium growth still offering premium yield
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Growth in demand for large, modern logistics real estate is accelerating. 12% of
Continental European retail was via internet shopping in 2020. Savills quotes data
projecting 15.3% this year. Onshoring and lengthening of supply chains add to the
trend. Tritax EuroBox (EBOX) invests entirely in this sector. It capitalises on Tritax
Group’s extensive expertise in the sector (£5bn assets, including the eight year-old
Tritax Big Box in the UK). Its prospective dividend yield is 4.2%. We calculate the
dividend yield on the largest UK real estate stocks to be 3.9%, while the largest
logistics real estate REIT, Segro, offers a historical dividend yield of 1.9%.
►

Strategy: EBOX is an investment trust, launched and floated in mid-2018, with a
further €135m equity raised in May 2019. It is dedicated to investing in the
structurally undersupplied Continental European logistics market. Rents grew
2.9% like-for-like last year, and there is every indication this should accelerate.

►

New development: EBOX projects 7.0% rent returns on its three developments (one
under way). There is thus a latent revaluation uplift of as much as €20m, or more, in
total to be delivered over the next three years. Further developments are planned.
Supply/demand is attractive, so modest, judicious new development is low-risk.

►

Valuation: Tenant demand strength indicates a steady NAV rise as rents rise.
Furthermore, value generated by new development is clear, and this may
indicate a premium to NAV being warranted. It is worth noting this company
has achieved critical mass, but a greater capital base may enhance the valuation.

►

Risks: This asset class’s valuation basis is almost exactly in line with the total
market but, in the past, logistics assets have been valued at higher yields. Growth
in logistics and internet fulfilment is a long-standing driver. New development is
never without some risk. There are taxes payable, and the quantum may vary.

►

Investment summary: Growth in demand has been accelerated by COVID-19,
and this is set to continue. In many of EBOX’s markets, this has taken market
vacancies down to near zero. Value rises tend to lag such events, and this –
added to the developments – gives high visibility to NAV growth. Income has
now risen to the target indicated at IPO. There is a €2bn acquisition pipeline.

Description
EBOX invests in large, modern
logistics assets in several Continental
European countries. It also
undertakes new development.
Continental European markets focus
on larger assets (vs. the UK).
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Year-end Sep (€m)
Net rental income
Revaluation and disposal profit
Administrative costs
Finance (incl. fair value, translation)
Reported PBT
Profit EPRA basis
EPS EPRA basis (c)
EPS adjusted basis (cash-based, c)
DPS (c)
IFRS EPRA (c)
Dividend yield
Price/NAV (x)

2019*
24.5
17.8
-8.5
-7.5
26.3
9.8
3.0
3.3
3.4
113.0
2.8%
1.07

2020
35.5
39.4
-10.7
-10.6
53.6
13.8
3.3
4.2
4.4
119.0
3.6%
1.01

2021E
41.7
30.0
-11.4
-8.6
51.7
21.7
5.1
5.1
5.0
125.4
4.2%
0.97

2022E
43.5
40.0
-11.6
-8.6
63.3
23.3
5.5
5.5
5.3
134.8
4.4%
0.90

* Period from 1 July 2018. Source: Hardman & Co Research

Disclaimer: Attention of readers is drawn to important disclaimers printed at the end of this document

Tritax EuroBox

Executive summary
95% income has escalation clauses built in

EBOX’s investment case is
supply/demand imbalance, which results
in decent yield returns…

…growth in demand…

…and ability to add value by modest-risk
development

Most recent acquisition

The company invests in four asset categories in the logistics sector. On a long-term, fullyinvested basis, EBOX expects ca.50% of its gross assets to be invested in Foundation
Assets, which have long, escalating leases. 20% of the assets are to be invested in ValueAdd Assets, which have development options or shorter leases, and scope to add value.
Another 20% are to be invested in Growth Covenant Assets, where tenant covenant
quality is rising. The remaining 10% are to be invested in Strategic Land.
The sheer size of the sites, the need for proximity to transport nodes and the strong
“green” anti-development movement in Europe make the securing of sites and
planning difficult for developers. Existing modern assets therefore are valued
relatively highly, and also attract good tenants. The typical lease is index-linked. It is
important to highlight that, although yields for such assets have modestly come in
(prices have risen), the average net initial yield of 4.6% still enables strong dividend
payouts. Further market-related value rises are very likely.
We estimate a 5.0c dividend payout for FY’21, on an NAV that most recently stood
at 119c per share – an attractive 4.2% dividend yield on asset value. This return is
set to rise in FY’22, with rent from the low-risk developments we refer to below.
Internet retail is not the only driver to growth. Parcel delivery and logistics fulfilment
businesses (B2B and B2C), as well as individual retailers, are all in long-term growth
mode. Modern assets are increasingly sought, as they are good environments for
the rising fitout requirements (increasing spend on fitout is well-established) and
workplace attractiveness (for employee retention).
With this supply/demand balance and the difficulty in securing planning, EBOX’s
industry knowledge, developer connections and capital put the company in a strong
position to add value. With certain sites meeting its exacting risk/reward requirements,
the company has found it possible to confidently project rental yield returns of ca.7%
on developments in mainstream markets, either pre-let or in micro locations of proven
extremely tight supply/demand. Taking a modest risk on a minority of the portfolio is
set to boost cash and investment valuation benchmarks, particularly in FY’22. Three
such sites are currently on the books, the first completing this summer.

The assets

Source: Tritax EuroBox

EBOX owns large assets near population centres and transport hubs. At endSeptember 2020, 12 assets were owned: in prime locations, with a large average
size of nearly 73,000 sq. m. Nivelles, with a size of 34,119 sq. m., represented the
13th asset. At fiscal year-end, there was a strong, well-diversified base of 21 tenant
partners, 80% of which are multi-billion-Euro turnover businesses. 100% of assets
are income-producing, and 95% of rental income is subject to an element of
indexation each year. The weighted average unexpired lease term (WAULT) at the
fiscal year-end was 9.1 years (30 September 2019: 11.0 years).
The group has a country spread. Total income (including service charges, etc.) stood
at €42.88m in the year to September 2020. Note that Germany has a 10% minority
held by the vendor. One effect of this is to minimise taxation.

Annual income (€m)
Period-end September 2020
Rent

February 2021

Belgium
6.07

Germany
13.84

Spain
8.14

Italy
7.07

Poland Netherlands
6.72
1.04
Source: Tritax EuroBox
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Strategic positioning
Expected to deliver 4.2% dividend yield in
2021

Slight change of emphasis due to greater
size, resources and proven track record

EBOX is forecasting a further dividend progression, to 1.25c per share for 1Q’21,
equivalent to 5.0c p.a., which equates to a 4.2% yield on the current share price.
As stated at the last results: “we have always looked favourably on assets with value
creation potential and although we will continue to acquire fully let standing assets,
we will increasingly tilt our activity towards value-add opportunities. Our overall
investment policy and acquisition criteria will not change but we will aim to acquire
assets at an earlier point in the development cycle to enable us to control more
effectively the value-add opportunity. While the dividend will remain a substantial
driver of our Total Return, this strategy will enable us to supplement that with
increased capital growth.” (EBOX Chairman December 2020)

Mango: 19% EBOX income; Amazon: 15%

Both logistics and retail company fulfilment

Typical asset

The largest tenant is Mango, a fashion retailer. Most tenants are logistics operators.
Unlike in the UK, fewer Continental European markets focus on smaller “last-touch”
depots.

Active asset management
Examples of active management last year included the agreement on an option to
fund a ca.88,000 sq. m. extension to the Mango property in Barcelona and selling a
16,400 sq. m. plot of non-core development land at Bornem, Belgium, for €2.3m,
53% ahead of the latest valuation, and realising a profit of €0.8m. This profit is
excluded from the EPRA and adjusted profits (being a capital event). We anticipate
a string of such modest disposals or the development of parts of sites held.

Judicious value-adding new development
Source: Tritax EuroBox

In addition, EBOX is delivering three new assets: in Belgium (a new building on an
unused plot of land), Spain and Poland. The Belgian asset is under construction, with
completion due this summer. EBOX undertook this as a speculative development
(with a rent guarantee), as local vacancy rates are sub-1%. Others will look to prelet. Respective costs are €7m, €31m and €15m, and our September 2021 year-end
assumes €12m development spend in Belgium and Barcelona. With rent returns of
7.0% on these costs, there is a latent revaluation uplift of as much as €20m, or more,
in these three assets – spread from this year to 2023.

Investment conclusion
Average total returns of 10.4% in last two
years

Efficiencies of scale achieved in 2020.
EPRA cost ratio stood at 31.3% for year
to September 2020.

Some development but market
intelligence extensive and positive
We have no concerns over a very strong
tenant base, with 2020 rent paid 95% on
time

February 2021

Total returns of 9.5% and 11.3% in the years to September 2019 and 2020,
respectively, may well rise further in the coming three years, as profits accrue from
new asset development. Further equity was raised in 2019. The medium-term aim
is to raise additional equity, we believe, as the equity is fully invested and now
registers a 44% loan to value – LTV (assuming the development expenditure
mentioned above), which equates to the target rate. We see significant scope for
expansion, which would benefit returns, as part of this expansion could continue to
be through development. With or without further equity, the strategy is to
undertake active capital management – for example, utilising vacant land.

Risks
Development has some risks, and some is undertaken without being pre-let – in a
market with under 1% market vacancy. Mango’s credit risk is low, and the company
performed well in 2020.
WAULT is 9.1 years (September 2020). Credit facilities had a weighted average
maturity of 3.8 years at 30 September 2020, with no facilities maturing before 2023.
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Drivers to investment returns
The prime driver is organic rental growth. In addition, EBOX is enhancing its assets
and certain tenant covenants. It is also delivering three new assets. New
developments yield ca.7.0%-plus. With valuation yields of ca.4.6%, there is a
significant valuation uplift. A small amount of the September 2021 revaluation is
from the Belgian extension. Much more development revaluation will come in
September 2022 and the 2023 fiscal period.

2.9% historical rental growth, but great
interest in value from development

Our assumptions of minimal reductions in
capitalisation may well prove overly
conservative
LTV set to rise to 43% in FY’22– mediumterm target level

Our asset valuation progression makes no assumption on changes in capitalisation
rates. It does assume values rise in line with rent rises, and we take account of the
revaluation on newly developed assets.
New acquisitions and development are paid for out of debt. LTV for September
2021 and 2022 stands at just under 42% and 43%, respectively, in our model (note,
gross cash as a ratio of assets including cash), which is near the target.
Cash cost of debt is 2.3%; in addition, there have been arrangement and commitment
fees. Were rates to rise, there would be derivates capping the cost, and it is worth noting
that lenders do not pass on the benefit of negative Euribor rates.
German assets are 90%-owned – the vendor retained 10%, and is a minority on the
balance sheet. The accounting is through the medium of a Put that the original owner
has for the retained 10%. Changes in value in the investment affect the Put value, and
this is accounted in the Finance line. As we assume no changes in capitalisation rates,
we make no change to the Put, but if valuations were to rise markedly, there would
be an impact to the Finance line. It may be that strong markets would impact profits,
but the Put value change (being non-cash) does not affect adjusted profits.

This company pays some overseas taxes

Local taxes are paid and not refundable. Long term, a ca.4%-5% tax rate is expected.
EBOX targets cash-backed “adjusted”

The analysis below shows reported, EPRA and adjusted profits. Adjusted is broadly
cash-based reporting. Thus ca.€1.6m deferred 2020 rents payable over the first nine
months of calendar 2021 are reflected in adjusted earnings.

profits

Financial analysis (NB, for reference, share price quoted in pence]
Period-end (€m)
Revenue account
Total rental income net of direct costs
Administrative costs
Revaluation and disposal profit
Finance (incl. fair value, translation)
Profit EPRA basis
PBT reported
PAT reported
EPS EPRA basis (c)
EPS adjusted basis (cash-based, c)
EPS IFRS basis (includes revaluations, c)
DPS (c)
Balance sheet
Investment properties
Other net assets, excl. net debt
Net debt
Shareholders’ funds
IFRS NAV (c)
Ratios
LTV

Sep’19*
15 months
24.5
-8.5
17.8
-7.5
9.8
26.3
20.7
3.0
3.3
6.3
3.4

Mar’20**
Interim
17.2
-5.0
20.1
-4.5
7.5
27.8
22.5
1.8
2.2
5.3
2.2

Sep’20
Full-year
35.5
-10.7
39.4
-10.6
13.8
53.6
44.8
3.3
4.2
10.6
4.4

Mar’21**
Interim
20.5
-5.7
20.0
-4.3
10.5
30.5
26.5
2.5
2.5
6.3
2.5

Sep’21
Full-year
41.7
-11.4
30.0
-8.6
21.7
51.7
44.7
5.1
5.1
10.6
5.0

Sep’22
Full-year
43.5
-11.6
40.0
-8.6
23.3
63.3
59.3
5.5
5.5
14.0
5.3

689.1
2.3
-214.1
477.3
113.0

889.1
-15.0
-354.1
520.0
123.0

837.9
-17.8
-316.2
503.9
119.0

889.0
-15.0
-354.0
520.0
123.0

906.0
-15.0
-361.0
530.0
125.4

992.0
-15.0
-407.0
570.0
134.8

33.3%

41.8%

39.9%

42.0%

41.8%

43.0%

*Period from July 2018, **six-month period. Source: Tritax EuroBox accounts, Hardman & Co Research estimates
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Disclaimer
Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the
accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained
from use of such information. Neither Hardman & Co, nor any affiliates, officers, directors or employees accept any liability or responsibility in respect of the
information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or
wilful misconduct. In no event will Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages
or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.
This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute
investment advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full
list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/researchdisclosures. Hardman may provide other investment banking services to the companies or legal entities mentioned in this report.
Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal
entities covered by this document in any capacity other than through Hardman & Co.
Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no
scheduled commitment and may cease to follow these securities, companies and legal entities without notice.
The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or
use would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or country.
Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate
for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be
subject to future change. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this
document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding
any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this
document various information constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is
suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for
them in the light of their investment needs, objectives and financial circumstances.
This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and
accordingly has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).
No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of
Capital Markets Strategy Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies
House with number 8256259.
(Disclaimer Version 8 – Effective from August 2018)

Status of Hardman & Co’s research under MiFID II
Some professional investors, who are subject to the new MiFID II rules from 3rd January, may be unclear about the status of Hardman & Co research and,
specifically, whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about
which we write and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II.
In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written
material from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the
third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in
the material and that the material is made available at the same time to any investment firms wishing to receive it or to the general public…’
The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.
The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation2016-2031.pdf
In addition, it should be noted that MiFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate
what is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the
reader of our research to trade through us, since we do not deal in any security or legal entity.

February 2021

5

research@hardmanandco.com

1 Frederick’s Place
London
EC2R 8AE
www.hardmanandco.com

+44(0)20 3693 7075

