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Long lease real estate in pension fund 
portfolios
A useful addition to diversified portfolios

Source: Aviva Investors, IPD, Macrobond, as at April 2017

Long lease real estate 

‒ A comparatively low risk form of property exposure

‒ Focus on lease term and quality of tenants

‒ Imperfect correlation with traditional real estate

De-risking property exposure

Challenges for defined benefit pension schemes:

‒ Underfunding 

‒ Low interest rates and QE 

‒ Short supply of index-linked government bonds

‒ Liabilities linked to Irish inflation

Supplementing fixed income holdings

Bond Equity Real Estate Long Income

Bond 1.00 -0.20 -0.21 -0.19

Equity -0.20 1.00 0.40 0.42

Real Estate -0.21 0.40 1.00 0.92

Long Income -0.19 0.42 0.92 1.00

Low correlation between long income and traditional assets classes 



Ireland vs Europe
Volatility of returns – Real Estate markets

Source: Aviva Investors, PMA

Higher volatility for Irish Returns in major real estate sectors 
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Ireland vs Europe
Low Correlation

Source: Aviva Investors, PMA, 2017

Low correlation with other European Office markets

Ireland Austria Belgium France Germany Italy Netherlands Spain Denmark Poland Sweden

Ireland 1

Austria 0.5 1.0

Belgium 0.4 0.7 1.0

France 0.5 0.5 0.3 1.0

Germany 0.4 0.6 0.7 0.3 1.0

Italy 0.4 0.5 0.6 0.2 0.4 1.0

Netherlands 0.6 0.6 0.6 0.4 0.4 0.6 1.0

Spain 0.8 0.7 0.7 0.4 0.6 0.7 0.8 1.0

Denmark 0.5 0.5 0.4 0.5 0.1 0.5 0.5 0.7 1.0

Poland 0.0 0.1 0.0 0.5 0.1 0.0 0.1 0.0 0.2 1.0

Sweden 0.4 0.3 0.4 0.4 0.2 0.4 0.6 0.5 0.4 -0.2 1.0



Traditional and long-lease property
Comparison of different  strategies

For illustrative purposes only
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Long-lease property
• Majority of value in contracted income
• Generate secure income streams through:
– Quality counterparties with strong covenants
– Long leases
– Index-linked income

• Majority of value in building
• Generate returns through:

• Riskier active asset management
– Shorter leases
– Subject to open market reviews

Traditional property



Aviva Investors Real Estate

• Investing in long lease strategies since mid 1990s

• Managing over €4.5 billion in secure income property assets

• Multi-award winning UK long lease fund – one of the first 
secure income, long-lease fund 

Experienced in real estate secure income investing

Source: Aviva Investors as at 30 September 2017

Market leaders in secure income, long lease strategies



Highly diversified universe of opportunities

Large Asset Pipeline

Source: Aviva Investors as at 30 September 2017. Geographic and sector breakdown of reviewed long lease pipeline over the last 12 
months. Other includes mixed use and social infrastructure.

€5.6bn in deal pipeline over last 12 months

Logistics 8%
Office 78%
Retail 8%
Others 6%

Benelux 37%
Scandinavia 20%
Austria 10%
Germany 33%

Geographic overview

Sector overview



Public occupiers
Germany and Austria

Source: Aviva Investors as at 30 September 2017

Size 3,733 sq.m.
Location Austria
Use Office

Tenant Employment Agency of 22nd district
Lease length 15 years
Indexation 100% of CPI p.a.
NIY 4.2%
Estimated Price €18m

Size 16,563 sq.m.
Location Germany
Use Office and Laboratory

Tenant Environmental Agency of NRW
Lease length 20 years
Indexation 5/80%
NIY 5.0%
Estimated Price €95m



Alternative use
Benelux and Scandinavia

Source: Aviva Investors as at 30 September 2017

Size 10,700 sq.m

Location Netherlands 

Use Car dealerships

Lease length 18 years

Indexation 100% of CPI p.a.

GIY 6.83% 

Estimated Price €16m

Size 16,400 sq.m.
Location Norway
Use Social Infrastructure

Tenant Regional Municipality
Lease length 20 years
Indexation 100% of CPI p.a.
NIY 4.00 – 4.25%
Estimated Price €50m



Creating opportunities
Amortising Lease in Prime Vienna

Source: Aviva Investors as at 30 September 2017

Secure Income - Estimated net spread to the equivalent Bond: 200 – 300bps

CBD

• Prime Core Location in Vienna

• 6,920m² of office premises

• Unexpired lease of 47 years (triple net)

• Single tenant is the Constitutional Court of Austria

• Amortising lease on government tenanted asset

• No terminal value risk. Lease value equals purchase price

• 100% Indexation, annually adjusted based on CPI

• AA (S&P; covered by the Republic of Austria)

• Estimated Investment Volume - €45m



The solution 
Continental European Long Lease 

Source: Aviva Investors as at 30 September 2017

Diverse exposureSecure long-term cash flows 

Consistent and predictable 
returns

Sectors: Office, Retail, Alternative 
Countries: Continental Europe; 
focus on Germany, Austria, 
Benelux and Scandinavia

Lease length: At least 15 years to 
expiry
Tenants: Public and private with 
strong covenants

Assets: Core/core+, stable, 
income producing assets
Rent reviews: Indexation of rental  
income



Important information
Important information:
The value of an investment and any income from it may go down as well as up and the investor may not get back the original amount invested.
Past performance is not a guide to future returns.

In relation to each member state of the EEA (each a “Member State”) which has implemented Alternative Investment Fund Managers Directive (Directive (2011/61/EU)) (the
“AIFMD”) (and for which transitional arrangements are not/ no longer available), this material may only be distributed and units may only be offered or placed in a Member State
to the extent that: (1) the Fund is permitted to be marketed to professional investors in the relevant Member State in accordance with AIFMD (as implemented into the local
law/regulation of the relevant Member State); or (2) this [Prospectus] may otherwise be lawfully distributed and the [Shares] may otherwise be lawfully offered or placed in that
Member State (including at the initiative of the investor). In relation to each Member State of the EEA which, at the date of this Prospectus, has not implemented AIFMD, this
material may only be distributed and units may only be offered or placed to the extent that this material may be lawfully distributed and the units may lawfully be offered or placed
in that Member State (including at the initiative of the investor).

The distribution of this material in Ireland and the offering or purchase of units is restricted to the individual to whom it is addressed. Accordingly, it may not be reproduced in
whole or in part, nor may its contents be distributed in writing or orally to any third party and it may be read solely by the person to whom it is addressed and his/her professional
advisers. Units in the Fund will not be offered or sold by any person:
(a) otherwise than in conformity with the provisions of the European Communities (Markets in Financial Instruments) Regulations 2007, as amended; or
(b) in any way which would require the publication of a prospectus under the Companies Act 2014 or any regulations made thereunder; or
(c) in Ireland except in all circumstances that will result in compliance with all applicable laws and regulations in Ireland.

Except where stated as otherwise, the source of all information is Aviva Investors Global Services Limited (“Aviva Investors”) as at 30 September 2017 unless stated otherwise.
Unless stated otherwise any opinions and future returns expressed are those of Aviva Investors and based on Aviva Investors internal forecasts. They should not be viewed as
indicating any guarantee of return from an investment managed by Aviva Investors nor as advice of any nature.

The information within this presentation is based on our current understanding of taxation and is not to be construed as investment, legal or tax advice. The basis and rates of tax
may change in the future. Some of the information within this presentation is based upon Aviva Investors estimates. These should not to be relied on by anyone else for the
purpose of making investment decisions.

This presentation should not be taken as a recommendation or offer by anyone in any jurisdiction in which such an offer is not authorised or to any person to whom it is unlawful
to make such an offer or solicitation. Where funds are invested in real estate/infrastructure, investors may not be able to switch or cash in an investment when they want because
real estate/infrastructure may not always be readily saleable. If this is the case we may defer a request to switch or cash in units. Investors should also bear in mind that the
valuation of real estate is generally a matter of valuers’ opinion rather than fact.

Continental European Long Lease Strategy “CELLS” SCSp, is a Luxembourg special limited partnership. Accordingly, units in CELLS are reserved to Institutional Investors and
Well-Informed Investors who are aware of the risks attaching to an investment in a fund investing in direct or indirect interests in real estate. The Prospectus of Aviva Investors
funds are available together with the Report and Accounts free of charge by contacting us at the address below.

Issued by Aviva Investors Global Services Limited, the Investment Manager to the Fund registered in England No. 1151805. Registered Office: St Helen's, 1 Undershaft, London,
EC3P 3DQ. Authorised and regulated by the Financial Conduct Authority (Firm Reference No. 1191780).

RA17/0997/30112017


