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Redefine, a JSE-listed Real Estate Investment Trust
(REIT), joined forces with Dijalo Property Services in
2006 to establish the Dipula Income Fund - a small-cap
REIT. The name holds symbolic meaning as Dijalo
translates to ‘seeds’ and Dipula to rain’ - embodying
the vision of this venture. With a deep commitment to
property investment in South Africa, Dipula has
achieved notable growth for its shareholders. We
explore their local portfolio, focusing on opportunities
within convenience retail centres across urban, rural
and township areas.



Fertile ground for Dipula

Within South Africa, Dipula has a diverse property portfolio
valued at R9.8 billion. This currently comprises 166 properties
(owned and managed) primarily in the retail sector, followed
in order by office, industrial and residential (charted below). A
significant portion of its holdings are in Gauteng, one of the
country’s most economically active regions. Dipula’s in-depth
understanding of the local property market enables them to
identify and respond to market trends effectively, positioning
them advantageously to capitalise on emerging opportunities.

Expansion to optimisation

Dipula’s portfolio has evolved through acquisitions and
disposals, with assets growing from R2 billion to R9 billion in
value over the past decade (left chart following page). Non-core
assets that no longer meet potential size and growth criteria
are disposed of. This emphasises a strategic focus on improving
the quality and average value of its property assets, which has
increased from R13.6 million to R56 million over the same
period. Additionally, gross rentals across the portfolio have
grown at an annual rate of 8% during this time, highlighting
Dipula’s acumen for propelling income growth across the retail,
office and industrial property sectors.

Dipula portfolio split showing retail dominance (August 2024)
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Focusing on the geographic proximity of properties in the

portfolio provides the business with various benefits, including:

o agility in market response, enabling swift reaction and
adaptation to market changes;

o optimising the tenant mix to suit regional needs; and

o tailoring property management strategies to effectively
address local needs.

Gezina Galleries, a 17 000 m* community mall in Pretoria, is a
prime example of the success of this approach. Dipula identified
the younger government-employed demographic with
disposable income for convenience shopping, then repositioned
the mall’s offerings to cater directly to this. By introducing
popular apparel stores, beauty salons and fast-food outlets, the
tenant mix was aligned with evolving consumer preferences to
retain the mall’s relevance amid changing consumer patterns.
This has contributed to a significant increase in rentals and
property valuations over the past decade and showcases
Dipula’s proactive management and foresight in adapting
retail properties based on understanding market trends and
tenant needs.

When Dipula listed on the JSE in 2011, their portfolio of retail
property assets (right chart following page) contained a higher
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percentage of smaller (less than 2 000 m?) single-tenant

facilities facing various individual operational challenges -

shown by high vacancy rates. Dipula has since shifted focus to:

o gradually rebalance its portfolio to reduce exposure to these
types of properties; and

o invest in more sustainably higher-yielding assets like their
community centres, which typically house between five and
25 tenants - fostering a more diversified tenant mix.

Leaning into retail

Much of the success of Dipula’s portfolio optimisation strategy
has hinged on the decision to focus on properties in
under-serviced areas, for example Soweto and Hammanskraal,
where residents rely on public transport to access essential goods.
By concentrating on rural, urban and township community
malls that serve the everyday needs of the surrounding
communities, Dipula’s portfolio of retail assets are integral
parts of the local economy.

Community-focused shopping malls draw consumers and
retailers alike because of their accessible locations in densely
populated areas, acting as a hub for sustainable spending,
with reduced transportation costs for consumers. Operating in
areas where people receive state income subsidies ensures a

resilient demand base for their tenants’ shops.

Evolution of Dipula’s property portfolio
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The functional format of these community malls, prioritising
convenience and access, calls for lower overall capital expenditure
and maintenance costs for the properties compared with
those of larger, more design-centric shopping malls.

An anchor tenant (usually a grocer) draws consistent foot
traffic, further supported by a well-considered tenant mix that
typically includes ATMs, fast food outlets and essential services
like clinics, beauty salons and internet cafés. This creates strong
trading density, reflecting the mall's ability to generate revenue.
Unlike larger malls that often feature underperforming
department stores, Dipula’s community malls have shown
turnover growth rates that surpass those of regional malls,
highlighting a sustainable business model that benefits
tenants and the surrounding community.

E-commerce penetration in rural and township areas is low
and unlikely to expand materially in future due to the practical
difficulties of serving these markets, therefore posing a low
threat to retail trading in Dipula’s retail assets. Furthermore,
retailers seeking to expand and open new stores are
increasingly drawn to these underserved markets. Dipula
should stand to capitalise on this growing demand by
increasing rental rates from their low base (relative to sales

of their tenants).

Average Dipula retail property size
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Fertile ground for Dipula

Security in sustainability

Dipula’s retail portfolio sustainability has been effectively

managed through:

o ensuring a steady stream of income from established
national retailers who occupy 85% of their retail properties; and

o prioritising support for the communities they serve. This is
achieved by strategically allocating space to small, medium
and micro enterprises - diversifying the tenant base and
bolstering local economies. It is exemplified by their
provision of rent-free, fully-serviced hawker stalls in some
community malls, aimed at nurturing local entrepreneurship.

The synergy between fostering community growth and ensuring
economic viability is evident in Dipula’s consistent net property
income yield of 9%, which remains robust despite the escalating
utility and municipal costs that challenge profitability in the
sector. Achieving this balance shows proficiency in managing
operational costs and sustaining healthy operating margins.

Evolution in the rest of the portfolio

Dipula’s office portfolio, which constitutes 20% of total assets,
is primarily occupied by government tenants. A significant
number of these leases were recently adjusted downwards to
reflect current market rates, with extended longer duration
terms. While longer duration contracts ensure greater income
stability, this has resulted in lower rental income compared to
the preceding short-term, month-to-month leases. The
expectation is, however, that future rental income will grow
steadily from this base, given the extended lease terms.
Notably, government tenants represent a stable occupancy
profile with low turnover rates because of the long-term
nature of their employment commitments.

Dipula carefully evaluates whether non-core assets should
be sold or repurposed to unlock value. In 2018, the company
converted two office buildings into residential units in
Johannesburg and Midrand, capitalising on their proximity
to public transport and retail amenities. The project was
successful and marked a strategic shift for the business that

continued in 2019, with the development of an apartment
complex and the acquisition of additional units in Johannesburg
- further strengthening Dipula’s residential portfolio. By
offering affordable one-bedroom apartments at an average
rent of R5 000 per month, Dipula effectively caters to the
growing demand for rental housing amid affordability
challenges in homeownership.

In the industrial sector, the combination of strong demand for
space and limited supply has reinforced market growth. Dipula’s
industrial properties make up 14% of the portfolio, with notable
performance in their mid-sized properties - evidenced by low
vacancy rates (around 4%) and steady rental growth.

Long-term growth

Over the past decade, Dipula’s property investments have
consistently delivered an average return on invested capital
surpassing most industry peers. Furthermore, with a
loan-to-value ratio of 35% - well below industry norms -
Dipula’s conservative use of debt means financial resilience,
strengthening its platform for growth. As interest rates are
reduced by the SARB, property companies stand to benefit
from a less restrictive interest rate environment. Dipula’s
recent debt syndication and prudent financial strategy
demonstrates proactive debt management capabilities,
allowing the company to capitalise on improved cash flows in
this more favourable climate.

Additionally, its R200 million portfolio revamps, including
R50 million investment in solar projects and non-core asset
disposal efforts, highlight a commitment to operational
efficiency and sustainable growth.

With these initiatives and financial strategies in place, Dipula
is poised to optimise its portfolio and navigate market
changes. Proven ability to adapt to industry-specific challenges
and efficiently manage capital, signals a strong outlook for
continued, resilient long-term returns - reinforcing confidence
in sustained value creation for Dipula shareholders. [l
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Footnote: 1Annualised (ie the average annual return over the given time period); 2TER (total expense ratio) = % of average NAV of portfolio incurred as charges, levies and fees in the
management of the portfolio for rolling one and three-year periods to 30 September 2024. 3Transaction costs (TC) are unavoidable costs incurred in administering the financial
products offered by Camissa Collective Investments and impact financial product returns. It should not be considered in isolation as returns may be impacted by many other factors
over time including market returns, the type of financial product, the investment decisions of the investment manager and the TER. This is also calculated on rolling one and three-year
periods to 30 September 2024. 4Source: Morningstar; net of all costs incurred within the fund and measured using NAV prices with income distributions reinvested; 5Source:
Camissa Asset Management; gross of management fees; 6Median return of Alexander Forbes SA Manager Watch: BIV Survey; Median return of Alexander Forbes Global Large
Manager Watch.

Disclaimer: The Camissa unit trust fund range is offered by Camissa Collective Investments (RF) Limited (Camissa), registration number 2010/009289/06. Camissa is a member of the
Association for Savings and Investment SA (ASISA) and is a registered management company in terms of the Collective Investment Schemes Control Act, No 45 of 2002. Camissa is a
subsidiary of Camissa Asset Management (Pty) Limited [a licensed financial services provider (FSP No. 784)], the investment manager of the unit trust funds.

Unit trusts are generally medium to long-term investments. The value of units will fluctuate and past performance should not be used as a guide for future performance. Camissa does not
provide any guarantee either with respect to the capital or the return of the portfolio(s). Foreign securities may be included in the portfolio(s) and may result in potential constraints on
liquidity and the repatriation of funds. In addition, macroeconomic, political, foreign exchange, tax and settlement risks may apply. However, our robust investment process takes these
factors into account. Unit trusts are traded at ruling prices and can engage in scrip lending and borrowing. Exchange rate movements, where applicable, may affect the value of underlying
investments. Different classes of units may apply and are subject to different fees and charges. A schedule of the maximum fees, charges and commissions is available upon request.
Commission and incentives may be paid, and if so, would be included in the overall costs. All funds are valued and priced at 15:00 each business day and at 17:00 on the last business day
of the month. Forward pricing is used. The deadline for receiving instructions is 14:00 each business day in order to ensure same day value. Prices are published daily on our website.

Performance is based on a lump sum investment into the relevant portfolio(s) and is measured using Net Asset Value (NAV) prices with income distributions reinvested. NAV refers to the
value of the fund’s assets less the value of its liabilities, divided by the number of units in issue. Figures are quoted after the deduction of all costs incurred within the fund. Individual
investor performance may differ as a result of initial fees, the actual investment date, the date of reinvestment and dividend withholding tax. Camissa may close a portfolio to new investors
in order to manage it more effectively in accordance with its mandate. Please refer to the relevant fund fact sheets for more information on the funds by visiting www.camissa-am.com.

Camissa takes no responsibility for any information contained herein or attached hereto unless such information is issued under the signature of an FSCA-approved representative or key
individual (as these terms are defined in FAIS) and is strictly related to the business of Camissa. Such information is not intended to nor does it constitute financial, tax, legal, investment or
other advice, including but not limited to ‘advice’ as that term is defined in FAIS. Camissa does not guarantee the suitability or potential value of any information found in this communication.
The user of this communication should consult with a qualified financial advisor before relying on any information found herein and before making any decision or taking any action in
reliance thereon. This communication contains proprietary and confidential information, some or all of which may be legally privileged. It is for the intended recipient only. If an error of any
kind has misdirected this communication, please notify the author by replying to this communication and then deleting the same. If you are not the intended recipient you must not use,
disclose, distribute, copy, print or rely on this communication. Camissa is not liable for any variation effected to this communication or any attachment hereto unless such variation has been
approved in writing by an FSCA-approved representative or key individual of Camissa.





