
 

1 8 December 2020 

APN Convenience Retail REIT  
AQR goes shopping to mitigate FY22 risks 

AQR today announced a $30m institutional placement and a $5m security 

purchase plan to partly fund the acquisition of 12 service stations. While 

the acquisitions are forecast to be slightly dilutive to FY21 FFO/share, we 

expect earnings accretion from FY22. Acquisitions for FY21 now total over 

$126m (excludes fund-throughs). We believe AQR has accelerated its 

acquisitions to offset any downtime/rental reversions from expiring 

leases. The incremental earnings from the acquisitions should now 

safeguard FY22 FFO/share growth despite large expiries in FY22.  

Acquisitions provide diversification and extends WALE 
▪ AQR today announced the acquisition of 12 service station sites for 

$75.3m (9 are in exclusive due diligence). The acquisitions include seven 

metro sites and 5 regional sites. The acquisitions reduce AQR’s exposure 

to QLD from 59% to 53% and increases AQR’s WALE from 11.1 to 11.7 

years.  

▪ The acquisitions will be partly funded by debt and equity. As a result, 

gearing post the $5m SPP will increase to 30.5%, at the lower end of 

AQR’s target gearing range of between 25% and 40%.   

▪ Driven by the strong demand for service stations, yields continue to 

compress. AQR acquired today’s assets at a 6.1% yield (majority off-

market), below the 6.2% yield achieved during FY20. We expect yields to 

continue to tighten and have reduced our acquisition yield to 6.0%. 

Acquisitions to be accretive to FFO/share from FY22 
▪ Although Management has reaffirmed FY21 guidance (FFO/Share and 

DPS of between 21.8 and 22.0cps), we expect the acquisitions to be 

slightly dilutive to FY21 FFO/Share (21.9cps), driven by the timing of the 

equity raising and acquisitions.  

▪ From FY22, we expect the acquisition to be 4% accretive (includes Shell 

Bellevue and Chevron Balcatta acquisitions).  

▪ AQR’s pro-forma NTA reduces from $3.27/share at 30 June 2020 to 

$3.24/share post today’s institutional placement. 

Acquisitions to mitigate losses from FY22 expiries 
▪ We believe the acquisitions should safeguard FY22 FFO/share growth 

and provide a reasonable buffer for any downtime or rental reversions 

from expiring leases in FY22. We assume over renting of 20% for the EG 

Group leases and no downtime (100% renewal). 

▪ We maintain our accumulate recommendation on AQR. Our TP increases 

1% noting the acquisitions are accretive to earnings from FY22.  
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52 Week Range ($) 2.47 - 4.02

Market Cap ($m) 400.4
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Av Daily Turnover ($m) 0.0
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Year-end June ($) FY19A FY20A FY21E FY22E FY23E

EBIT ($m) 21.8 23.2 30.9 35.8 38.0

Normalised NPAT ($m) 17.0 19.3 25.6 28.7 30.3

Normalised EPS (c) 21.5 21.6 21.9 23.3 23.6

EPS Growth (%) 16.2 0.5 1.2 6.4 1.7

Dividend (c) 20.9 21.8 21.8 23.0 23.4

Payout ratio (%) 97.2 100.9 99.7 99.0 99.0

EV/EBITDA (X) 13.3 17.3 15.2 12.8 12.6

Normalised P/E (x) 17.0 16.9 16.7 15.7 15.4
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Figure 1: Old vs New forecast 

 
Source: Ord Minnett Limited estimates 

Figure 2: FY21 acquisitions expected to be the 
highest since listing 

Figure 3: FY22F distribution yield looking 
attractive  

 

 

 
Source: Company data, Ord Minnett Limited estimates. Acquisitions include 
fund through arrangements 

Source:  Bloomberg for non-rated companies, Ord Minnett Limited estimates 

Post Nov Acqusitions

Old New % Change Old New % Change

Net property income 32.3 34.6 7% 34.6 39.6 15%

Management Fee -2.9 -2.9 0% -3.1 -3.1 0%

Coporate costs -0.8 -0.8 0% -0.8 -0.8 0%

Finance Cost -4.5 -5.3 18% -5.1 -7.1 39%

Other

FFO 24.1 25.6 6% 25.6 28.7 12%

FFO/Share 22.0 21.9 -1% 22.3 23.3 4%

Distribution per unit 21.8 21.8 0% 22.1 23.0 4%

WANOS 109.7 117.1 7% 114.7 123.2 7%

Non Operating

Property Valuations 26.3 49.1 86% -1.6 7.5 -559%

Other 4.2 1.7 -60% 4.2 4.2 0%

Statutory Profit 54.6 76.3 40% 28.2 40.3 43%
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APN Convenience Retail REIT
PROFIT & LOSS (A$m) 2019A 2020A 2021E 2022E 2023E

Net operating income 24.7 26.4 34.6 39.6 41.9

Management EBIT - - - - -

Development EBIT - - - - -

Other EBIT (0.7) (0.6) (0.8) (0.8) (0.8)

Unallocated overheads (2.3) (2.5) (2.9) (3.1) (3.1)

EBIT 21.8 23.2 30.9 35.8 38.0

Net interest expense (4.8) (4.0) (5.3) (7.1) (7.6)

Pre-tax profit 17.0 19.3 25.6 28.7 30.3

Net tax (expense) / benefit - - - - -

Minorities - - - - -

Normalised NPAT 17.0 19.3 25.6 28.7 30.3

Significant items/Adj. 7.0 26.5 50.7 11.7 23.9

Reported NPAT 24.0 45.8 76.3 40.3 54.3

Normalised dil. EPS (cps) 21.5 21.6 21.9 23.3 23.6

FFO/share (cps) 21.5 21.6 21.9 23.3 23.6

Reported EPS (cps) 30.4 51.1 65.4 32.7 42.3

DPS (cps) 20.9 21.8 21.8 23.0 23.4

Dividend yield (%) 5.7 6.0 6.0 6.3 6.4

Payout ratio (%) 97.2 100.9 99.7 99.0 99.0

Franking (%) - - - - -

Diluted # of shares (m) 78.9 109.7 123.2 123.2 129.3

CASH FLOW (A$m) 2019A 2020A 2021E 2022E 2023E

EBITDA 21.8 23.2 30.9 35.8 38.0

Change in working capital (3.8) 3.8 - - -

Interest Paid (4.9) (4.7) (5.4) (7.2) (7.8)

Interest Received 0.0 0.0 0.1 0.1 0.1

Tax Paid - - - - -

Other Operating Items 3.4 - - - -

Operating Cash Flow 16.4 22.4 25.6 28.7 30.3

Capital expenditure (0.1) (1.5) (0.2) (2.1) (0.3)

Acquisitions (7.9) (70.1) (143.9) (30.0) (20.0)

Divestments - 9.8 - - -

Other Investments Items - - (2.5) - -

Investment Cash Flow (8.0) (61.8) (146.6) (32.1) (20.3)

Inc/(Dec) in equity (0.1) 98.7 45.0 - 20.0

Inc/(Dec) in borrowings 5.4 (39.5) 120.0 20.0 -

Dividends paid (16.3) (17.7) (26.7) (28.4) (30.3)

Other financing items - - - - -

Financing Cash Flow (11.0) 41.5 138.3 (8.4) (10.3)

FX adjustment - - - - -

Net Inc/(Dec) in  Cash (2.5) 2.0 17.2 (11.8) (0.2)

BALANCE SHEET (A$m) 2019A 2020A 2021E 2022E 2023E

Cash 0.3 2.3 19.6 7.7 7.5

Receivables 0.1 0.9 0.9 0.9 0.9

Inventory - - - - -

Other current assets 0.0 0.3 0.3 0.3 0.3

PP & E - - - - -

Property Investments 358.3 448.2 641.1 678.6 718.4

Inventory - - - - -

Equity Acc Investments - - - - -

Other Investments - - - - -

Intangibles - - - - -

Deferred tax asset - - - - -

Other non-current assets - - - - -

Total Assets 358.7 451.6 661.8 687.5 727.1

Short term debt - - - - -

Payables 2.8 7.0 7.0 7.0 7.0

Other current liabilities 0.9 1.2 1.2 1.2 1.2

Long term debt 115.4 75.8 195.8 215.8 215.8

Other non-current liabilities 1.6 2.3 2.3 2.3 2.3

Total Liabilities 124.9 92.3 212.3 232.3 232.3

Total Equity 233.8 359.3 449.5 455.2 494.8

Net debt (cash) 115.1 73.5 176.3 208.1 208.3

Accumulate
DIVISIONS 2019A 2020A 2021E 2022E 2023E

KEY METRICS (%) 2019A 2020A 2021E 2022E 2023E

Revenue growth 18.3 7.0 30.6 14.5 5.9

EBITDA growth 18.4 6.9 32.8 15.9 6.2

EBIT growth 18.4 6.9 32.8 15.9 6.2

Normalised EPS growth 16.2 0.5 1.2 6.4 1.7

EBITDA margin 88.0 87.8 89.3 90.3 90.6

OCF /EBITDA 0.0 0.0 0.0 0.0 0.0

EBIT margin 88.0 87.8 89.3 90.3 90.6

VALUATION RATIOS (x) 2019A 2020A 2021E 2022E 2023E

Reported P/E 12.0 7.1 5.6 11.1 8.6

Normalised P/E 17.0 16.9 16.7 15.7 15.4

Price To Free Cash Flow 17.2 17.1 16.9 15.8 15.6

Price To NTA 1.2 1.1 1.0 1.0 1.0

EV / EBITDA 13.3 17.3 15.2 12.8 12.6

EV / EBIT 13.3 17.3 15.2 12.8 12.6

LEVERAGE 2019A 2020A 2021E 2022E 2023E

ND / (ND + Equity) (%) 33.0 17.0 28.2 31.4 29.6

Net Debt / EBITDA (%) 529.2 316.2 571.2 582.0 548.5

EBIT Interest Cover (x) 4.6 5.8 5.9 5.0 5.0

EBITDA Interest Cover (x) 4.6 5.8 5.9 5.0 5.0

SUBSTANTIAL HOLDERS m %

APN Property Group 18.6 17.0%

VALUATION

Cost of Equity (%) 7.5

Equity NPV Per Share ($) 4.17

Multiples valuation method SOTP

Multiples valuation 3.58

Target Price Method 50% DDM / 50% SOTP

Target Price ($) 3.87

Valuation disc. / (prem.) to share price (%) 6.0
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Guide to Ord Minnett Recommendations 

SPECULATIVE BUY We expect the stock’s total return (nominal yield plus capital appreciation) to exceed 20% over 12 months. 
The investment may have a strong capital appreciation but also has high degree of risk and there is a 

significant risk of capital loss. 

BUY The stock’s total return (nominal dividend yield plus capital appreciation) is expected to exceed 15% over the 

next 12 months. 

ACCUMULATE We expect a total return of between 5% and 15%. Investors should consider adding to holdings or taking a 

position in the stock on share price weakness. 

HOLD We expect the stock to return between 0% and 5%, and believe the stock is fairly priced. 

LIGHTEN We expect the stock’s return to be between 0% and negative 15%. Investors should consider decreasing their 

holdings. 

SELL We expect the total return to lose 15% or more. 

RISK ASSESSMENT Classified as Lower, Medium or Higher, the risk assessment denotes the relative assessment of an individual 

stock’s risk based on an appraisal of its disclosed financial information, historic volatility of its share price, 

nature of its operations and other relevant quantitative and qualitative criteria. Risk is assessed by 

comparison with other Australian stocks, not across other asset classes such as Cash or Fixed Interest. 

 

Disclosure: Ord Minnett Limited ABN 86 002 733 048 (Ord Minnett) holds AFS Licence Number 237121 and E.L. & C. Baillieu Limited ABN 74 006 519 393 

(EL&C Baillieu) holds AFS Licence Number 245421. Ord Minnett and EL&C Baillieu are ASX Group Participants, Participants of Chi-X Australia Pty Ltd and are 

wholly owned subsidiaries of Ord Minnett Holdings Pty Limited ABN 32 062 323 728.  

Ord Minnett and EL&C Baillieu and their associated entities, directors and employees may have a material interest in, and may earn brokerage from, any securities 

referred to in this document, or may provide services to the company referred to in this report. Further, Ord Minnett, EL&C Baillieu and/or their affiliated companies 

may have acted as manager or co-manager of a public offering of such securities in the past three years or may provide or may have provided corporate finance 

services to the companies referred to in the report. 

This document is not available for distribution outside Australia, New Zealand and Hong Kong and may not be passed on to any third party or person without the 

prior written consent of Ord Minnett.  

Disclaimer: Ord Minnett and EL&C Baillieu believe that the information contained in this document has been obtained from sources that are accurate but has not 

checked or verified this information. 

Except to the extent that liability cannot be excluded, Ord Minnett, and EL&C Baillieu and their associated entities accept no liability for any loss or damage caused 

by any error in, or omission from, this document.  

This document is intended to provide general financial product advice only, and has been prepared without taking account of your objectives, financial situation or 

needs, and therefore before acting on advice contained in this document, you should consider its appropriateness having regard to your personal circumstances.  

If any advice in this document relates to the acquisition or possible acquisition of a particular financial product, you should obtain a copy of and consider the Product 

Disclosure Statement prospectus or other disclosure material for that financial product before making any decision. Investments can go up and down. Past 

performance is not necessarily indicative of future performance. 

Ord Minnett Hong Kong: This document is issued in Hong Kong by Ord Minnett Hong Kong Limited, CR Number 1792608, which is licensed by the Securities and 

Futures Commission (CE number BAI183) for Dealing in Securities (Type 1 Regulated Activity) and Advising on Securities (Type 4 Regulated Activity) and Asset 

Management (Type 9 Regulated Activity) in Hong Kong. Ord Minnett Hong Kong Limited believes that the information contained in this document has been obtained 

from sources that are accurate but has not checked or verified this information. Except to the extent that liability cannot be excluded, Ord Minnett Hong Kong Limited 

and its associated entities accept no liability for any loss or damage caused by any error in, or omission from, this document. This document is provided for 

information purposes only and does not constitute an offer to sell (or solicitation of an offer to purchase) the securities mentioned or to participate in any particular 

trading strategy. The investments described have not been, and will not be, authorized by the Hong Kong Securities and Futures Commission. 

Analyst Certification: The analyst certifies that: (1) all of the views expressed in this research accurately reflect their personal views about any and all of the subject 

securities or issuers; (2) no part of their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed herein. 

This report has been prepared by Ord Minnett. EL&C Baillieu is authorised to provide the advice contained in the research report to other persons 

subject to the condition that it makes no material changes to the advice contained herein. 

Ord Minnett, EL&C Baillieu and associated persons (including persons from whom information in this report is sourced) may do business or seek to do business with 

companies covered in its research reports. As a result, investors should consider any potential conflicts of interest that could affect the objectivity of this report and 

should view this report as only a single factor in making their investment decision. 

This document is current as at the date of the issue but may be superseded by future publications. You can confirm the currency of this document by checking Ord 

Minnett’s internet site. 

For summary information about the qualifications and experience of the Ord Minnett research service, please visit http://www.ords.com.au/our-team-2/  

For information regarding Ord Minnett Research’s coverage criteria, methodology and spread of ratings, please visit http://www.ords.com.au/methodology/  

For information regarding any potential conflicts of interest and analyst holdings, please visit http://www.ords.com.au/methodology/   

The analyst has certified that they were not in receipt of inside information when preparing this report, whether or not it contains company recommendations. Any 

reports in this publication tagged as ‘Private Client Research’ have been authorised for distribution by Simon Kent-Jones, Head of Private Client Research at Ord 

Minnett. Any other reports in this publication have been authorised for distribution by Nicholas McGarrigle, Head of Institutional Research at Ord Minnett. 
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