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“Adversity is the mother of enterprise” – Sunjaya Baru
Managing Director’s Report
In many ways it is easy to put thoughts on paper at the moment, but it is also difficult as these are still
early days of this new environment which we are becoming accustomed to as the full effect of the
Coronavirus remains unknown.
The emotion of the uncertainty which New Zealanders are going through is mirrored throughout the
world. The cause of this uncertainty, though, is something which is not seen and is a real threat to the
health of many, many people.
We in NZ are fortunate. We live in a small country with a small population and are geographically isolated
from the rest of the world. We don’t have the big volatility swings in our economy like larger countries
but we do thirst for the big stage through innovation, reliability, hard work and individual independence.
This is a strength of our people. We are like chameleons, we adapt quickly to the environment we are in. Neil Tuffin - Managing Director
I have been fortunate (or unfortunate) to have witnessed enormous economic downturns in the world economies including the energy crisis
of 1974 and the financial crises of 1987 and 2007/08. I also recall the more regional financial crises such as those of the UK in 1990/91; the
Asian crisis in 1997 and the US economic downturn of the early 2000s. We were also brought up to have an understanding of the hardship
and distress caused by the Great Depression in the early 1930s and the trying economic times during the War.
Many of the financial crises have been fuelled by personal greed and deception. In 1987 it was very common for small syndicates to play
the share market instead of reading the sports pages first! Every day we would see the share price of prominent NZ companies rise in
value. The strategies of such companies as Brierley Investments, Equiticorp, Chase Corporation, Goldcorp, Judge Corporation and
Michael Fay’s Capital Markets were continually in the news. They collapsed through arrogance and greed. Goldcorp used to ring me on a
Friday to entice me to purchase gold because it would go up in price by Monday. I never did buy. When the crash happened, there was no
gold in the vault! Investors need to be wary of any company with ‘Corp’ in its name! The GFC was the result of similar greed and deception.
The collapse of 40 finance companies was distressing for many investors as they had trusted these companies with their funds, but those
companies lent the money at a premium to borrowers who the investor didn’t know. It also taught me to be very wary of fund managers
bundling properties together into funds, which proved to be more for their benefit than for the investors.
This current economic downturn is not the same. This is a test of the human immune system which is being attacked by a virus which has
already mutated several times and is likely to do so again, making it difficult for a single vaccine to be effective. On first blush, this downturn
will be greater than the Global Financial Crisis of 2007-2009 as it is affecting everyone’s daily life. We are having to adjust our way of living
to save lives in our country. The economic effect is still unknown as countries throughout the world try to lessen the effect, but it will be some
time before the cost is added up and included in the annuls of history.
We wish everyone continuing good health through this difficult period. Stay isolated in your own bubble and keep safe. Treat the effect of
this virus as extremely serious.

NZ Property Market
The NZ property market started to see more vendors willing to sell at the start of the 2020 calendar year, as the mindset of vendors
changed to thinking that they had maximised the value from their asset. This follows on from a lot of confidence in the sector at the end
of 2019 in terms of possibilities for higher than market returns for investors, but the challenge for property companies to expand their
portfolios was simple: a lack of properties being offered for sale.
There had been ‘wonderings’ in late 2019 as to how long the market can keep progressing upwards at the rates we have seen since
2013 and, in particular, the 2016-2017 periods. The warnings came at a time when the NZ economy was slowing, along with other
economies throughout the world.
The purchase of properties was a very competitive scene during the 2nd half of 2019. We (Maat) managed to secure a contract on
a North Shore property for our investors, only to withdraw once the seismic rating did not reach expectations. That experience again
reinforced our policy of exercising caution when receiving information from vendors.
Colliers International noted that results from their 4th Quarter 2019 survey disclosed that “Investor confidence in the industrial and
commercial sector has climbed further with the expectation that investment conditions would get better over the next 12 months”.
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This quarter saw the highest confidence rating since the December 2016 quarter.
This confidence was fuelled by a prolonged period of low interest rates. However, the confidence levels have suffered a marked
decrease according to Colliers’ survey for the first quarter of 2020, fuelled by the tight bank lending policies and the effects of
Covid-19.
As a result of the emergency alert levels, it is a common theme across NZ that commercial property purchases and lease contracts
are being either cancelled or deferred. The most significant contract to
be affected has been the withdrawal by the listed Australian company,
Centuria Capital Group, from their contract ($175m) to purchase
Augusta Capital. In turn, Augusta has withdrawn its offer to purchase
the Albany Lifestyle Centre from the NZ listed property company,
Argosy. Both of these companies have suffered heavy blows on the
share market. Centuria shares have dropped from a high of $2.76 on
19 February 2020 to $1.46 on 28 April, a reduction of 47.10% in value.
This was relatively mild compared to the 60.36% hit Augusta Capital’s
shareholders have taken with their share price dropping from $2.17
on 20 February to $0.86 on 28 April.
Each year circa $10bn of commercial and industrial sales are
completed in NZ representing some 5000 – 6000 transactions. It is
interesting to note that syndication property investment (or equity investment in the case of Maat) are now the 2nd biggest purchaser
of property in NZ, behind institutional owners. These syndicates are supported by thousands of private and local investors.
As in the aftermath of the GFC, there may be large property companies divesting some of their assets to improve their balance sheets
(and appease their Banks) once they are given time to digest the full effects of Covid-19. Time will tell.

The NZ Economy

10-Year Celebration

The OECD report on the NZ economy in November 2019 forecast
that the NZ economy’s GDP was expected to grow by 2% during
the 2020-21 fiscal year (GDP is circa $310bn). It was seen to be
coming off its previous highs as a result of the reduction in net
migration and a reduction in housing wealth gains. Business
investment was expected to strengthen on the back of higher
labour costs and lower capital costs.
What a difference 4 months can make in economics! There is no
doubt now that the NZ economy is bracing itself for a dramatic
downturn. The Coronavirus is the biggest shock in living memory
(a 1 in 100-year event) according to economists. The Coronavirus
will affect all parts of the NZ economy.
Already economists have forecast up to a 16% hit to the economy,
mostly to be felt in the 2nd quarter of 2020. However, they are
exercising caution due to the unknown factor – how long will it take
for NZ to recover from this downturn? Current assumptions are that
it will be late 2022 before the economy recovers to its 2019 levels.
Our best hope is that economists are wrong and we’ve seen that
before! It’s easier to be an historian than a forecaster.
Some further sobering statistics have been offered by economists:
•

The Official Cash Rate, currently at 0.25%, is not
expected to move higher until 2024
Unemployment is expected to peak at 10%+; and
Nationwide house prices could drop by 7-10%

•
•

NZ has poured cash into businesses to support staff from
redundancies. Business loans are being made available through
the banking system and 80% guaranteed by the Government. The
‘war’ is not only about saving lives but also about trying to support
the people of our nation through extreme economic circumstances.
The cost will be tallied up some day, though it is expected to push
our debt level out by $60bn. NZ is relatively fortunate though. Our
Government net debt level is $58bn, 19% of GDP (one of the
lowest in the world) so there is room for borrowing, though the
picture may not look so good following the emergency measures
that the Government has needed to take. The NZ GDP in 2019 was
$310bn; so an increase of $60bn to the debt level will take the ratio
to GDP to circa 40%, which will still be low by world standards and
it comes at a time when borrowing has never been so cheap.
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It seems just a short time ago, but it was August last year that we
held our 10-year Anniversary Celebration, in conjunction with our
Annual General Meetings. It was wonderful to share this occasion
with our investors, some of whom we’ve known for 10 years and
others who have just started their investing with us. We’ve seen
many changes within Maat and within the legislative framework
within which we have worked over these last 10 years. Our staff
numbers have grown from 3 directors with one assistant to 2
directors and 8 staff! We’ve moved locations 5 times and are now
satisfied as the owners of our premises at B4/17 Corinthian Drive
in Albany which is well located with room to further develop within
these premises. We endeavour to keep overheads to a minimum in
order to maximise the returns for our investors.
The legislative changes have bought greater security to investors,
which we have welcomed. Over the years, we have strived to
uphold the principles of Maat – the Egyptian Goddess of Truth,
Justice and Balance. We aim to have all investors as an integral
part of our company and continue to know our investors personally
and for them to develop the trust in us through knowing us
personally as well. Investors will never be just a number on a
certificate in our office. It is part of our ethos to have in depth
knowledge of the investments we offer and to know our investors.
Our new staff are trained this way to understand the valued
relationships we place on our investor and tenants in our daily
tasks.
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When Maat began 10 years ago, the first investment purchased
was a small $4m property at 16 Ha Crescent, Wiri, Auckland, which
was settled in late February 2010. Now, with 14 successful
property investments and 2 ‘business investments’ completed over
the last 10 years, we have seen the Maat Group portfolio grow
significantly. The number of investors has risen from 7 at the
commencement to many more across the various investments. We
have also made contact with many other prospective investors who
we offer investments opportunities to. One day the timing for investing with us may be right.
The August celebration was also notable for the announcement
that Bruce Ellis was retiring as a Director and Shareholder of Maat.
We commenced Maat’s operations from Bruce’s accounting
practice offices in Stratford, Taranaki. Again, that seems just a short
time ago! Bruce managed the financial reporting side for Maat until
his retirement and always offered well considered advice and
thoroughness in that role. We all wish Bruce and his wife, Lorrie,
every happiness in their retirement.

This enabled us to move away from the Proportionate Ownership
model, thus giving the shareholders the right to remove the Maat
Directors from being Directors of the investment company and, also
the right to remove Maat from being the Manager of the investment,
without being bound by having to pay a large sum to a Manager
as per the Proportionate Ownership Scheme model. This, to Maat,
was seen as a disincentive for a ‘poor’ Manager to be replaced.
We finally transitioned our 3 remaining legacy Proportionate
Ownership Schemes in mid-2019 after complying with the FMA
process requirements and are pleased to advise that all
investments managed by Maat are now incorporated into the
company structure.

New Offer:
Odin Investment Limited

We had a wonderful night celebrating with those investors who
were able to attend. We would like to thank you all for attending or
offering us well wishes on that occasion. We now look forward to
the next 10 years and the celebrations to come.

The vision of Vinod Kumar is almost here! The limited opening of
the West Auckland furniture superstore is scheduled for the last
week of May.

Maat’s Activity
We were pleased to appoint Katheryn Chivers as our in-house
legal counsel in May 2019. A brief bio on Kate follows:
Kate advises Maat on related legal
matters in conjunction with our external
lawyers, Anthony Harper. Kate has a
wide range of experience in dealing with
all leasing matters, commercial property
sales and purchases including
pre-purchase due diligence. She is also
fully conversant with the Unit Titles Act
2010 which provides the legal framework
for the ownership and management of unit
title (body corporate) property.
Kate provides additional support to our
Property and Facility management team
as well as our leasing administrator, Natalie, which is not
ordinarily available in property and facility management
companies. This support enables us to be more effective and
efficient in dealing with any legal aspect of the investments that
we manage. Kate can also provide Maat’s clients with property
related advice as required.

Maat News
Conversion of legacy Proportionate Ownership Schemes
Maat made the decision in 2013 to offer our investments as ’equity
investments” through the formation of a company structure as
provided for in the Financial Markets Conduct Act 2013.
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This project has occupied the minds of Maat now for 3 years, but
Vinod’s vision was conceived some 10 years ago. To see it now,
with the start line just a short distance away, is a tribute to Vinod’s
ability to mould a large team together to build this ‘Sky Tower’ of the
West. The Nido store will bring a unique offering of not only product
to NZ, but also an array of advanced technology in the warehouse
and throughout the store.
Maat’s role is almost complete. We have raised $42m from our very
supportive database for this project by way of financing the
purchase of the land and construction of the 27,000 sqm building,
plus working capital for the business.
Our current effort is to complete the raising of $2.5m - $3.5m of
capital for the 2nd Tranche of an investment in shares in Odin
Investment Ltd, closing on 18 May. However, with significant
interest shown, it is likely that this tranche will be closed off in early
May. The 1st Tranche ($3.5m) was closed off on 25 February, 2020
and the third Tranche of $2.5m - $3.5m is scheduled to close off on
16 June.
The end result of this latest offer is that the share capital raised for
Odin will be used by Odin to purchase Convertible Notes issued by
Magsons Hardware Limited, the company which will operate the
Nido store. These Notes may be either redeemed at 31 March 2023
or converted into share capital of Magsons Hardware as the
presence of Nido expands in NZ.
If you are interested in investing in this offer by Odin Investment
Limited please contact either Jodi, at the office on 09 414 6078 or
021 084 42523, or Neil direct on 021 481 441.
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New Offer:
Victoria Property Investment Limited

The effect of Covid-19 is likely to be widely felt by landlords with the
devaluation of properties. Logically, Covid-19 won’t last forever, nor
will the decrease in values.

The World Economy
The economists’ forecasts have been overtaken by the virus!
A Harvard Business Review article noted that “even though
forecasts are often wrong, economists are bound to forecast as
they see their individual economies performing during the next
fiscal year”. The Review further stated that “the economists now
know that a depression may be ahead (where there is more than
two quarters of negative growth). However, the implications of the
covid-19 virus are that there is a real risk to the financial system in
that the liquidity will be reduced. Less capital available will lead to
less labour employed and less productivity. Central Governments
normally respond to this by way of a bailout and recapitalisation of
banks, but this time there is the added risk that the supply chain
may be disrupted for an extended period”.
This is our first investment in Christchurch, based on our
assessment of the higher yields being achieved (compared to
Auckland); the young age of the property; and the very impressive
continuing rebuild of the city. We have also maintained our
strategy of purchasing a quality ‘stand-alone’ property (not being
part of a fund) which has quality tenants and from which we can
maximise the returns for investors.

“It is expected that countries will experience different outcomes from
the effects of the virus, depending on the prior economic strength of
the country and the capacity of the medical researches to respond
in new ways to the unprecedented challenge”.

Victoria Street was the first street in the ‘inner’ city to be rebuilt. It
is a short walk to the city centre, which is rapidly developing a new
‘heart’ following the 2010/2011 earthquakes as more businesses
relocate to their new buildings and the workers in those buildings
make a major contribution to the normality of life in the city. The
Government’s and local Council’s contribution is evident, with the
construction of new sporting, cultural and community facilities.
This investment offer was put on hold as a result of Covid-19.
However, it is now back on track for the continuation of our capital
raising. We expect to have prepared a Supplementary Document
(SD) for distribution to all prospective investors during the week
commencing 4 May. This will be a supplement to the Product
Disclosure Statement (PDS) dated 11 March 2020. The close off
date for capital raising will be 29 May 2020. The minimum
subscription amount is $25,000.
If you are interested in investing in this offer by Victoria Property
Investment Limited please contact either Jodi, at the office on
09 414 6078 or 021 084 42523, or Neil direct on 021 481 441.

Covid-19 Strategies
We know that we have a responsibility to our investors to perform
at the highest level to make decisions in their best interests during
these unprecedented times. We are fortunate to have a small team
of skilled and focussed employees who are all working remotely
during this “Government driven requirement” period to keep in
contact with investors, tenants and other staff.
What we know is that all of our non-Government tenants in our
properties are seeking rent relief. Many of these are aware that
they can claim a rent abatement under Clause 27.5 of the Auckland
District Law Society (sixth edition) Lease Agreement. This entitles
tenants to a ‘fair and proportionate’ reduction in rent and operating
expenses. Other tenants are requesting rent relief as well.
We have firstly considered the financial impact on the investment
companies for each property. This includes completing both P&L
and Opex budgets for the 20-21 financial year and assessing the
financial needs going forward. The unknown for us is how long this
will continue. We have based our estimates on a 7 week ‘no access’
period and have submitted our offers to tenants. The maintaining of
strong, long-term relationships with the tenants is paramount.
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The decrease in the value of the share markets across the world
provides an indication of the economic turmoil which the world now
faces. A summary of the effect on some of the leading share
markets is as follows:
Dow Jones

Down 37.08% on 23 March from its high
on 8 February (recovered to record an
18.04% decrease in value on 28 April)

NASDAQ

Down 29.45% on 20 March from its high
on 19 February (recovered to record a
10.46% decrease in value on 28 April)

FTSE

Down 32.36% on 16 March from its high
on 20 February (recovered to record a
22.36% decrease in value on 27 April)

ASX 200

Down 36.32% on 23 March from its high
on 19 February (recovered to record a
24.65% decrease in value on 28 April)

NZX

Down 29.56% on 23 March from its high
on 21 February (recovered to record a
10.81% decrease in value at 28 April)

“For time and the world do not stand still. Change is the law of
life. And those who look only to the past or present are certain
to miss the future.” - John F. Kennedy
As always we value your feedback. Please forward all comments/
suggestions to Jodi or Neil at the office.
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