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March 2021 

On the back of unprecedented fiscal stimulus and record low interest rates equity markets are continuing to 
grind higher with the ASX200 Accumulation Index +4.3% in 2020. 

However, as the economic recovery continues to play out, the risk that interest rates rise sooner than expected 
cannot be ignored. It is for this reason global equity markets are continuing to see a rotation from ‘growth’ 
oriented stocks to ‘value’ or cyclical stocks. 

We believe the outlook for equities remains positive and the overall success of reporting season which just 
concluded has filled us with even more confidence.   

In order to ensure portfolios are robust enough to withstand any market dislocation, near term “inflationary 
shocks” and the longer-term potential that rates may rise (2024) we want to ensure there is an appropriate 
mix of ‘growth’ and ‘income’ in the portfolio.  

With this in mind we recommend PURCHASING WAYPOINT REIT (WPR). 

WPR is Australia’s largest listed real estate investment trust ($1.9b market cap) comprising solely of service 
station and convenience retail properties that operate under the Coles Express banner. 
 
WPR’s portfolio includes 470 properties that are geographically diversified with approximately 72% of the 
portfolio located in metropolitan markets and 28% located regionally. We particularly like this ratio given it 
broadly mirrors the geographic location of the Australian population. 
 
WPR trades on a FY22 forward dividend yield of ~6.7%, with income secured by long term leases, 
predominantly on triple net terms with fixed 3% rental escalations per annum.   
 
Waypoint’s property portfolio is strengthened by a 10.8-year weighted average lease expiry (WALE), which 
justifies a higher degree of leverage due to the security of the income streams and it currently has a 100% 
occupancy rate. 
 
Whilst rising bond yields have materially impacted WPR’s share price given its transparent and predictable 
cashflows and long lease duration, we see WPR having a more valuable and resilient portfolio given its 
convenience retail sites are located in high traffic areas. 
 
WPR delivered a FY20 result at the top end of company guidance (4.25% EPS growth on FY19). In FY20, 
the like-for-like rental growth is $4.2m (2.9% uplift comparing to prior corresponding period). 
 
The balance sheet is conservatively positioned with gearing at 29%, below its 30-40% target gearing range. 
 
WPR is currently trading at a ~5% discount to its net tangible asset (NTA) having historically traded at a 
~16% premium.  
 
Given all this, we believe a base case valuation for WPRs stock price warrants a target of $2.70-$2.80. 
 
Our investment thesis is predicated on WPR’s discount to NTA coupled with an attractive dividend yield of 
~6.7% underpinned by a 10 year + lease profile. 
 
We recommend PURCHASING WPR at current levels.  


