
 

 

 
  
 
 

Childcare Property Fund                                        
 

Fund update  
31 March 2023 
 
A fund focused on providing stable income, with potential for capital growth and social impact through 
direct investment into childcare real estate. 

 
 

Fund facts as at 31 March 2023 

March Quarter Distribution  Unit Price Gross Asset value LVR 

0.7732 cents per unit $1.0298 
(based on NAV, ex-distribution) $74.60 million 23.3% 

 

 

Number of properties settled Properties under contract Portfolio occupancy Weighted Average Lease Expiry  
(WALE) 

  

13 Properties 
$71.82 million 

3 Properties2 
  $19.26 million3 100% 14.7 years 

by base rental income 
 

 
 

 

Performance as at 31 March 2023 
 
 
 
 
 
 
 

 

Financials Forecast property portfolio summary 
 

Asset type Total $ millions 
Property assets4 71.82 
Cash & other assets   2.78 
Total assets 74.60 

Total liabilities5 18.14 

Net Assets 56.46 

 

Asset No. of 
Centres 

No. of 
child places 

Passing 
yield (%) 

Value 
$ millions 

Settled assets Book Value 12 1,105 5.42 69.95 
Settled asset in development 1    
- Current Book Value    1.87 
- Forecast value of development3  94 5.45 4.56 
Assets under contract2,3 3 277 5.21 19.26 
Total / Weighted avg. 16 1,476 5.38 95.64 

1. Returns are calculated after fees and expenses. Inception date for performance calculations is 1st October 2021. 
2. Settlements are conditional. 
3. Forecast value is based on independent valuations; ‘as-if-complete’ for assets in development and ‘as-is’ for assets under contract. 
4. Property assets are comprised of the Accounting Book Value as at the date of this Fund update.  
5. Liabilities consist of; bank borrowings, property lease security, budgeted refurbishment works, accrued expenses and provision for the March 2023 distribution.  
6. The financial information in this Fund update is extracted from the Fund’s accounting and property management records as at 31 March 2023. Past performance is not a reliable indicator of 

future performance.  

 3 mths % 6 mths % 1 Year % Inception %p.a. 
Distribution return 0.76 1.48 3.12 2.83 
Growth return 1.17 1.47 4.82 1.98 

Total Return 1.93 2.95 7.95 4.81 
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Introduction 
Management is pleased to report on the Fund’s activities this 
quarter and the start to the 2023 calendar year.  

In the past quarter, the Fund has added another asset 
situated in East Victoria Park, WA to the portfolio, taking the 
total number of assets in the Fund to thirteen. A further 
three assets remain under contract.  

Childcare centre market valuation fundamentals continue to 
remain relatively stable.  

Management is pleased with the Fund’s performance during 
a period of economic turbulence and shifting market 
dynamics. Income and resilience of asset valuations remain 
key characteristics of the Fund and the focus of 
Management.   

 

Fund performance 
As previously reported, the Fund’s strategy has been to 
prioritise income producing assets with value uplift potential 
and have less focus on development opportunities. A good 
example of this strategy in action is the childcare centre at 
Newtown, Toowoomba which has now completed a full 
refurbishment and increase in the number of licensed 
childcare places.  

The Fund now has a portfolio of thirteen income producing 
assets with one asset in construction for a national tenant in 
a prime location opposite a neighbourhood shopping centre. 
Under the terms agreed with the developer for development 
of the asset, the Fund does not assume construction risk. 

We are pleased to highlight that all Fund assets that have 
recently undergone their annual rent reviews have increased 
in value, supporting the Fund’s buying strategy. Other recent 
valuations for East Victoria Park (settled in January-2023) 
and Athelstone (anticipated to settle in April-2023) have 
maintained their values in comparison to the valuations 
undertaken ~12 months ago during due diligence.   

The Portfolio’s annual lease review structure provides for 
rent increases that we anticipate will provide a level of 
inflation protection and income uplift, boding well for future 
portfolio valuation uplift.  Approximately 34% of lease 
income is linked to CPI (which includes centres that are 
under contract), with other centres in the Portfolio having 
annual review increases of 3.0% p.a. or more.  

 

Capital management 
Management is pleased to confirm that the Fund’s lender, 
Commonwealth Bank of Australia (CBA), has approved 
access to a $15.0 million facility increase to assist with 
acquiring the next three properties that are currently under 
contract.  

The Fund’s LVR secured against property assets is currently 
23.3%, which is well within the Bank’s maximum LVR of 
50.0%. 

 

ESG Strategy 
Following engagement with Portfolio Tenants, Management 
has prioritised the scoping and budgeting of utility metering, 
data monitoring and display of water, gas and electricity 
consumption for installation at Portfolio centres; 
Athelstone, East Victoria Park, Epping and Redwood Park. 

This data will allow the Fund to create base line asset models 
and measure the outcomes of environmental and utility 
consumption initiatives.  

The intention of utility data monitoring and display is to 
leverage this information to other properties in the portfolio 
and to improve environmental outcomes across the entire 
portfolio.   

 

Fund forecast activity 
In the quarter ahead, Management looks forward to settling 
two more brand-new income producing properties in 
Athelstone, SA and Hervey Bay, QLD.  

Development of the new childcare centre at High Wycombe 
in Perth will continue, with completion due in late 2024.  
Pleasingly, this development remains on time and budget.  

Management will continue to actively assess the market and 
portfolio curation opportunities to take advantage of the 
current economic cycle.  

 

Childcare market update 
Market sales data of childcare assets in the early part of 2023 
indicate that investment demand remains strong. While 
agents are reporting that transactions may be taking longer 
to contract, values in childcare assets are remaining resilient 
to external economic pressures (JLL). On average, values 
remain in the mid 5% yield range with a cost per place of 
$64,960, (which is approximately $8,530 per place higher 
than 12 months ago), according to sales evidence from the 
first three months of 2023. Management’s observation is 
that these results have been achieved with the quality of 
centres brought to market being generally lower than in 
previous periods.  

Supply of new centres has fallen due to increasing 
construction costs and interest rates. New centre planning 
approvals are at their lowest levels since 2017 (AreaSearch). 
Constrained supply of new centres along with higher levels 
of Government subsidy is expected to drive demand for 
existing childcare places and increase rents through the 2023 
calendar year.  

Management has observed a competitive pricing advantage 
between existing operating centres and new centres to-be-
constructed, the latter typically being presented with a 
~50bps higher yield premium, which accounts for the 
additional risk associated with construction.  

A major talking point in the childcare industry early in 2023, 
much as it was in 2022, is the affordability of, and funding 
to, the sector. New Government subsidies are due to take 
effect in 2023 with data from the ABS revealing that Q4 of 
2022 recorded a 4.5% increase in fees nationally. These 
increases in daily rates are allowing operators and tenants to 
be more aggressive on leasing assumptions, which saw a 9% 
growth in rental rates per place nationally in 2022 (JLL). 
 
While there is still a level of uncertainty that lingers in the 
market, we expect the childcare sector to perform strongly 
throughout 2023, and ultimately continue to maintain its 
value. 
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Important information 

Units in the Australian Unity Childcare Property Fund are issued by Australian Unity Funds Management Limited (AUFM) ABN 60 071 497 115, AFSL 234454. AUFM is part of the Australian 
Unity Group of companies. The information provided here is general information only and current at the time of publication.  The information is not intended to be relied upon as financial 
product advice and does not take into account the objectives, financial situation, or needs of any particular investor. In deciding whether or not to acquire, hold or dispose of the product, 
investors should obtain a copy of the Information Memorandum (IM) and consider whether the product is appropriate to their particular circumstances and objectives. A copy of the 
relevant IM is available by calling our Investor Services team on 1300 997 774. Prior to investing in any financial product, an investor should consult with a financial and/or tax adviser. 
Investment is only available to investors who are wholesale clients’ for the purposes of section 761G of the Corporations Act. Forecasts are subject to internal and external risks and 
uncertainties that may have material effect on future business. Actual results may differ materially from any future results or performance expressed, predicted, or implied by the 
statements contained in this document. As such, undue reliance should not be placed on any forward looking statement. Past performance is not a reliable indicator of future performance. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Contact us 

Adam Kirk 
Head of Intermediated Markets 
Wealth & Capital Markets 
T: 0403 515 401 
E: akirk@australianunity.com.au 

Mark Delaney 
Fund Manager – Childcare Property Fund  
T: 0429 138 915 
E: mdelaney@australianunity.com.au 
 

Fletcher Bubb 
Portfolio Analyst – Childcare Property Fund  
T: 0400 160 680 
E: fbubb@australianunity.com.au 
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