
The Fund’s portfolio of 36 hotels consists of 
34 freehold and two leasehold hotels valued at 
approximately $1.32 billion. 

Important Information

This update has been prepared by MA Hotel Management Pty Ltd ACN 619 
297 228 (Manager), the appointed Manager of the Redcape Hotel Group 
(Redcape or the Fund)1 and is subject to the disclaimer at the end of this 
document. Redcape Hotel Group Management Ltd ACN 610 990 004 (AFSL 
505932) is the responsible entity of the Fund (Responsible Entity).

The Fund’s hotels are located within the heart 
of communities and represent central meeting 
places for locals and visitors. 
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MA Financial Group is the new name of Moelis Australia. Our asset management division is MA Asset Management.
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Investment summary

The Fund’s objective is to provide investors with regular and 
growing cash distributions and capital growth by investing 
in and actively managing a diversified portfolio of high-
quality hotels and with the potential for refurbishment or 
redevelopment to increase land utilisation. 

The Fund has a preference for freehold going concern 
venues, which improve Redcape’s ability to readily invest in 
refurbishment opportunities as well as provides the potential 
to generate future value from the real estate on which the 
hotels are situated.

Operational update

When the doors to Redcape’s New South Wales (NSW) 
venues re-opened on 11 October 2021 there was a strong 
return to trade. There was pent-up customer demand 
for engaging in-person with their local community and 
enjoying pub classics including a cold beer on tap and a 
traditional chicken schnitzel – experiences synonymous with 
Redcape’s community focused venues.   

Upon re-opening, the capital works completed during the 
mandated closure were welcomed by staff and customers 
with the enhanced experience delivering an uplift in trade as 
restrictions eased throughout the quarter. 

The Fund’s retail outlets (‘off-premise’) and Redcape’s 
Queensland venues traded continuously throughout the 
quarter, achieving solid performance. 

The final two weeks of the quarter saw operational 
challenges for the Fund’s NSW venues and retail outlets as 
COVID-19 cases in the community increased. Despite this, 
the strong operational rebound post re-opening confirms 
Management’s confidence in the resilience of Redcape and 
its ability to deliver improved performance.

I N V E ST M E N T  M A N AG E M E N T

Dan Brady  

CEO, MA Hotel Management

Performance update

Redcape’s 2Q FY22 performance was driven by its focus 
on the engagement, wellbeing and development of staff 
and further investment in a leading-edge digital platform 
capability designed to enhance customer engagement and 
build stronger connections with our communities in the 
future.

This focus ensured Redcape delivered a strong uplift in 
revenue across key channels with food and beverage being 
the key standouts. Strong top line revenue translated into an 
operating EBITDA above the prior year despite NSW venues 
not trading for two weeks in the quarter2.

1. The Fund comprises the Redcape Hotel Trust I ARSN 629 354 614 (Trust I) and Redcape Hotel Trust II ARSN 629 354 696 (Trust II). Redcape Hotel Group 
Management Ltd ACN 610 990 004 (AFSL 505932) is the responsible entity of Trust I and Trust II. The Fund is a stapled group comprising both Trust I and 
Trust II.

2. With the exception of off-premise which traded throughout the quarter.
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Off-premise, which saw elevated trade in 1Q FY22 as a result 
of the closure of venues, reported more moderated revenue 
consistent with the Manager’s expectations. Margins across 
off-premise continued to firm over the quarter driven by 
improved tactical buying and improvements in product mix 
to meet customer expectations.    

The Fund’s Queensland venues traded solidly throughout 
the period once density limits were removed and mask 
wearing and seated drinking restrictions were wound back. 
This coupled with seasonal demand up to the Christmas 
period,  resulted in positive trade momentum and an 
enhanced customer experience. 

Investment in growth and maintenance capital expenditure 
was brought forward during the quarter where possible to 
maintain and enhance customers’ experience in anticipation 
of a stronger 2H FY22.  Expenditure undertaken in the 
second quarter included a new brew deck at the Australian 
Hotel and Brewery, located in Rouse Hill, integrating the pub 
and brewery experience for customers, as well as extensive 
construction planning together with the lodgement of 
development applications for the Mount Annan, Lakeview 
and Central Hotel.   

Redcape continued to achieve high customer advocacy and 
staff satisfaction with metrics of 553 and 4.37/5 respectively 
- a strong lead indicator of operational performance. The 
continued investment in staff has empowered Redcape’s 
teams to enrich their local communities through hospitality.

2Q FY22 Financial Metrics   
earnings4

Statutory NPAT for the second quarter was $7.1m versus 
$9.4m in the prior year5. The drivers of this result are 
explained further below.  

Operating EBITDA of $17.6m for the second quarter versus 
$16.8m in the prior equivalent period, despite NSW venues6 
not trading for two weeks in October 2021. This result 
was driven by strong top line revenue growth and careful 
management of costs.

Underlying Earnings in the second quarter were $11.0m 
versus $13.1m in the prior equivalent period, reflective of 
maintenance capital being brought forward to capture 
future trade momentum. Maintenance capital of $6m-$7m is 
expected to be incurred in FY22, in line with prior guidance. 

A distribution of 1.95 cents per stapled security for the 
quarter ending 31 December 2021 was declared by the 
Responsible Entity’s Board with the reinstatement equating 
to a payout ratio of 80% for the quarter.

Director’s NAV per security is reported at $1.4657 as at 
31 December 2021. This reflects a net $62.4m7 uplift in 
Director’s valuations.

The Directors’ valuations completed to 31 December 
2021 reflect evidence from recent third party asset sale 
transactions. This data has pointed to a tightening of 
capitalisation rates, particularly across Western Sydney 
venues, which now reflects a blended portfolio capitalisation 
rate of 7.0% at December 2021 versus 7.7% at June 2021.  

The Responsible Entity is of the view this tightening 
is appropriately measured and will be supported by 
independent valuations which have been scheduled in  
2H FY22.

While no performance fee was payable to the Manager in 
the Half Year ending 31 December 2021, the Directors have 
accrued a performance fee of $8.6m. This reflects the 
expected Profit and Loss impact if independent valuations, 
scheduled in the next 18 months, align with the Directors 
valuation reported at 31 Dec 20218. 

The Fund’s liquidity remains strong, with cash and cash 
equivalents of $18.8m, undrawn debt of $73.0m and net 
debt of $608.2m at quarter end. During the quarter, the 
Fund secured an additional $100.0m debt facility9 which was 
used to partly fund the Buy-Back of 100.0m securities10 as 
part of the delisting transaction.

3. Net Promotor Score - Target +50 (-100 to +100).

4. Financial metrics includes reference to terms such as Operating EBITDA and Underlying Earnings which are unaudited non-IFRS measures.

5. Statutory NPAT is unaudited and includes +$8.0m adjustment to the Profit and Loss to reflect the reversal of a prior loss relating to Land revaluation. 

6. With the exception of off-premise which traded throughout the quarter.

7. After Growth capex of $6.5m in 1H FY22.

8. In accordance with the Group’s valuation policy, valuations are undertaken over a rolling 24 month period.

9. Facility limit as at 31 December 2021 was $700m excluding $4m ancillary facility.

10. Comprising $115.0m of debt funding.
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Outlook

The Fund has continued to trade positively into the second 
half. Redcape is forecast to deliver distributable earnings 
of circa 5.8-6.0 cps in 2H FY22 versus 4.25 cps in the 
equivalent period last year. Applying a payout ratio of 80%, 
this equates to circa 4.6-4.8 cps in distributions over the 
half11.

The performance of the Fund demonstrates the resilience of 
the community and customer centric business model, strong 
operating platform, and calm, deliberate and disciplined 
approach to returning to strategy.

RG 46 Statements

The latest RG46 Statement is available at the Fund’s 
Website.

Fund performance12  
(as at 31 December 2021)

6  M O N T H S 
( % )

1  Y E A R 
( % )

3  Y E A R S 
( % )

S I N C E  I N C E P T I O N
( %  P. A . ) 1 3

Distribution 1.5% 5.3% 5.4% 6.4%

Increase in Directors’ NAV 11.9% 20.8% 9.6% 9.5%

Total Return 13.4% 26.1% 15.0% 15.9%

Key operating metrics 
(as at 31 December 2021)

Directors’ hotel portfolio value $1,323.7 million

Directors’ NAV $662.8 million

Directors’ NAV per unit $1.4657

Number of assets 36

2Q FY22 Underlying Earnings per unit 2.05 cps

2Q FY22 Distributions per unit 1.95 cps

Directors’ Gearing 43.7 %

ICR Ratio (LTM) 4.40x

11. Subject to no material change in prevailing economic conditions and Covid related restrictions and disruptions.

12. Performance is shown for informational purposes only. Past performance is not a reliable indicator of future performance. Performance fees may impact 
total return performance. Please note that Redcape Hotel Group was delisted from the Australian Securities Exchange Ltd (“ASX”) on the 02 November 
2021. 

13. Inception date is 10 July 2017.
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Important Information 

Disclaimer: Redcape Hotel Group Management Ltd ACN 610 990 004 (AFSL 505932) (Responsible Entity) is the responsible entity of the Redcape Hotel Group (which comprises 
the stapled trusts being the Redcape Hotel Trust I ARSN 629 354 614 and Redcape Hotel Trust II ARSN 629 354 696) (Fund) and the issuer of the units in the Fund. The information 
contained in this document is of a general nature only and has been prepared without taking into account your objectives, financial situation or needs.  Before making any investment 
decision you should consider obtaining professional investment advice that takes into account your personal circumstances and should read the current product disclosure statement 
(PDS) of the Fund. The PDS for the Fund is available at https://mafinancial.com/asset-management/retail-funds/redcape-hotel-group/. Neither the Responsible Entity nor any member 
of the MA Financial Group Limited guarantees repayment of capital or any particular rate of return from the Fund. All opinions and estimates included in this document constitute 
judgments of the Responsible Entity as at the date of this document and are subject to change without notice.   

Past performance is not a reliable indicator of future performance. The value or return of an investment will fluctuate and an investor may lose some or all of their investment.  
Whilst the Responsible Entity believes the information contained in these materials are based on reliable information, no warranty is given to its accuracy and persons relying on this 
information do so at their own risk. To the extent permitted by law, no liability is accepted for any loss or damage as a result of any reliance on this information. Statements contained 
in this document that are not historical facts are based on expectations, estimates, projections, opinions and beliefs of the Responsible Entity as at the date of this document. Such 
statements involve known and unknown risks, uncertainties and other factors, and should not be relied upon in making an investment decision. These views may not necessarily reflect 
the views of any other entity in the MA Financial Group Limited. Any references in this document to targeted or projected returns of the Fund are targets only and may not be achieved. 
Investment in the Fund is subject to risk including possible delays in payment or loss of income and principal invested. This information is intended for recipients in Australia only. 

The Responsible Entity’s address is Level 27, Brookfield Place, 10 Carrington Street, Sydney NSW 2000. The Responsible Entity, its related bodies corporate, the Responsible Entity’s 
directors and employees and associates of each may receive remuneration in respect of advice and other financial services provided by the Responsible Entity. The Responsible Entity has 
entered into various arrangements with MA Hotel Management Pty Ltd ACN 619 297 228 in connection with the management of the Fund. In connection with these arrangements MA Hotel 
Management Pty Ltd ACN 619 297 228 may receive remuneration or other benefits in respect of the financial services it provides. This document is issued by the Responsible Entity on a 
confidential basis and no part of this material may be reproduced or disclosed, in whole or in part without the prior written consent of the Responsible Entity.

M O R E  I N FO R M AT I O N

For more information, please contact your financial  
advisor or our client services team.

Client Service Team

T: +61 (2) 8288 5594

E: MAclientservices@MAFinancial.com

MAFinancial.com/asset-management


