Cromwell again
sponsors Morningstar
Conference
On 17 October 2019, the
Morningstar Individual Investor
Conference (MIIC) was held at
the Wesley Conference Centre in
Sydney.
On the day, 700 individual investors
came together to listen to
addresses from prominent industry
figures. A key focus was on how
investors should be positioning
their portfolios given the amount of
volatility in the market.
Cromwell Funds Management
was a lead sponsor of the event,
with the Investor Services Team
attending to liaise with investors
and answer any questions about
the market, as well as Cromwell’s
suite of funds.
Thank you to everyone who
attended, and all who stopped by
the Cromwell booth!

HQ North end-of-trip
facilities upgraded

Cromwell signs HMV at St
Johns in Leeds

HQ North is an 11-storey A-grade
office tower in Brisbane’s Fortitude
Valley. It has received a 6-Star
Green Star v2 Office Design rating,
the highest possible rating by
the Green Building Council of
Australia. It has also been awarded
a 5.5-Star NABERS Energy rating
and a 5-Star NABERS Water rating.

HMV has signed a five-year
lease with Cromwell at St Johns
Centre in Leeds. The music and
entertainment retailer will move
into the lower level of the mixeduse block at the end of October,
once the fitout is complete.

Tenants include NYSE-listed,
AECOM, as well as Australian
enterprise software company,
TechnologyOne.
Cromwell, in partnership with ATG
Projects and architecture firm,
nettletontribe, recently delivered
an upgrade to the end-of-trip and
bike storage facilities. Completed
in five stages, the stunning endof-trip facilities refurbishment was
delivered while remaining fully
operational throughout the entire
ten-week programme.

One of the key mixed-use retail,
leisure and office locations in
Leeds, St Johns comprises of
7,838 sqm of office space and 8,361
sqm of food, convenience and
destination retail space split over
two levels.
Matthew Bird, Cromwell’s Head
of UK, said, “There has been a
lot of discussion recently about
the future viability of retail, but
we believe multi-use blocks in
the UK’s ‘big six’ city centres
have an attractive future. From
an investment perspective,
they provide a diverse income
profile across a variety of uses,
comprising short-term leases with
pop-up stores to long-term leases
with car park operators.”
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Suite dreams are
made of these:
Hotels hit the big time
Hotels have long been grouped into the
category of ‘specialty’ property, alongside the
likes of seniors’ living, student accommodation
and even data centres. However, as investors
continue to look for alternatives to the mainstay
real estate sectors, the hotel market has
become an increasingly acceptable option for
many institutional investors.

Hotel service classifications
Hotels are categorised in numerous different ways,
including star ratings, size of hotel and number of
rooms, location, ownership and affiliation, and also
the type of hotel which is aligned to its offering.
The most common types of hotel markets include
business, airport, resort or leisure, casino, convention
and conference hotels.

Hotel classifications

International
luxury

Serviced
apartment

International luxury hotels offer high-quality amenities, full-service accommodation,
onsite restaurants and the highest level of personalised and professional service in most
major cities and tourist destinations.
Examples include the Grand Hyatt, InterContinental, JW Marriott, The Ritz-Carlton,
W Hotels, Shangri-La and Sheraton.
A ‘serviced apartment’ is an umbrella term for a furnished apartment available for both
short and long-term stays. They have private cooking facilities ranging from a kitchenette
to a full-size kitchen, washing machines, large living and sleeping areas, as well as access
to amenities including fitness centres, restaurants, plus conference services and facilities.
Examples include the Hilton, Renaissance, Marriott and Hyatt Regency.

Boutique

Budget or
select service

Boutique hotels generally offer personalised customer experiences. Unlike traditional
hotels, boutique hotels are unique in design and style, typically smaller in room size, and
created to provide guests with a unique experience, which may include local style and
cultural history.
Budget and select service hotels generally range from small to medium in size. Select
service hotels may still offer full-service accommodation, albeit with fewer leisure
amenities. Similarly, ‘no frills’, budget hotels provide basic accommodation with few to no
services and amenities.
Examples include Hyatt Place and Holiday Inn.

Extended stay
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Extended stay hotels are small to medium in size, and offer longer-term, full-service
accommodation compared to a traditional hotel. Pricing may be on a weekly basis as
opposed to traditional per night billing.

Hotel dynamics

Pricing fluctuates greatly

The hotel asset class possesses a number of key
differences when compared to some other real estate
sectors.

Hotel prices are put through a rigorous prediction
process. Pricing rooms is not as simple as knowing
when peak and off-peak seasons are. Rather, the hotel
looks at the past year’s demand and compares it to
larger trends correlating with the wider hotel industry.
These include the economy of the country in which the
hotel is situated, competitors’ prices for similar rooms,
and even weather patterns.

Owner or operator
All hotels require an operator, but whilst the operator
and underlying investor (or owner) can be one and
the same, particularly for boutique hotels, this is not
necessarily always the case.
Many larger branded or chain hotels tend to have
a mix of several ownership types including direct
ownership, management contracts or franchise
arrangements. For example, just because the name
says Hilton, does not mean the Hilton Company owns
the property.

Hotel rooms are perishable goods
A hotel room, like an airline seat, is a perishable
good. That is, once a specific date occurs, every room
not booked for that night perishes. Similar to airline
seats, there is no market for yesterday’s rooms.
This presents a challenge as every hotel obviously
wants as many rooms as possible booked each night,
albeit the temptation is often to discount the room.
Ongoing discounting, however, can damage a hotel’s
brand and lead to other challenges.

A hotel will also look at its booking history. In doing
so, the hotel seeks to identify the ‘booking curve’ in
order to understand the optimal number of rooms
that should be booked at certain intervals in advance
(generally one, two and/or three months).
The overarching goal for every hotel is to ensure the
most rooms are booked per night, at the highest price
possible. As such, during stretches of lower demand
or if actual bookings are lower than projected, room
prices can be decreased to incentivise last-minute
booking. On the other hand, prices are generally raised
when demand is high.

Booking platforms are important
Online booking platforms have become an important
tool to ensure the greatest possible number of rooms
are occupied on a nightly basis, particularly when
demand is low during off-peak times.
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The US$80 trillion world
economy at a glance
The infographic on the next page shows the
composition of the US$80 trillion global economy in
2017, the most recent year in which comprehensive
figures were available. In nominal terms, the US
still has the largest Gross Domestic Product (GDP)
at US$19.4 trillion, making up 24.4% of the world
economy, nearly 60% larger than China at US$12.2
trillion.

Why diversify?

However, in 2016, the International Monetary Fund
called the Chinese economy the world’s largest when
adjusted for purchasing power parity (which allows
you to compare how much your money can buy in
relative terms).

Diversification doesn’t mean turning your back on
what you know or are familiar with (Australia), but it
does mean prudently assessing opportunities which
can diversify investment portfolios or business income
streams both by sector and by geography.

Perhaps a more telling statistic is that per capita
disposable income is US$39,513 in the US and just
US$2,993 in China. This more aptly illustrates just
how far China has yet to go to give its citizens a
similar quality of life.

The European real estate market, for example,
comprises approximately 350 million sqm of office
stock, over 14 times more than the Australian
equivalent. The market comprises more than 34
different individual office markets, each with more
than 2 million sqm of office space.

The next two largest economies are Japan (US$4.9
trillion) and Germany (US$4.6 trillion). It’s India
(US$2.6 trillion), however, which has now passed
France and, given Brexit, probably also the UK, which
is increasing the fastest. Brazil, despite its very recent
economic woes, surpassed Italy in GDP rankings to
take the number eight spot overall. Canada rounds
out the top ten.
Australia’s GDP was US$1.32 trillion or 1.67% of the
global economy, which just about puts it on par with
Spain. While punching above Spain and most others in
terms of GDP per capita, Australia remains a relatively
small economy in global terms.
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Australia has often been called the lucky country,
given its more than 25-year run without recession.
Luck, however, is not a strategy, nor is it sufficient
to build a business, execute a strategy or pay
distributions. Luck can run out and, diversification,
whether or not it’s for personal investing or growing a
business, is important.

To put it in perspective, that’s 34 different markets
the size of Brisbane or Canberra that you can choose
to invest in. All of these locations will have different
local market dynamics, are at different points in the
real estate cycle and are in differently performing
countries, some of which, like Poland, currently
have better prospects than Australia. Diversification
matters.

The importance of
catchment in retail
In Insight 27, we provided an overview of the
changes currently being experienced by the
retail sector globally. The retail landscape varies
dramatically from country to country. However,
across all borders and economies, understanding
the importance of catchment is vital.
Catchment refers to the sphere of influence from
which a retail location – for example, a shopping
centre – is likely to draw its customers. The general
concept of a retail catchment area comprises three
major considerations – supply factors, demand factors
and consumer interactions.
On the supply side, there is the strength of the offering
in terms of a centre’s quality, age, size, location and
tenant mix. Alternatively, demand factors include
location, population and demographic makeup of the
catchment area. The supply and demand factors, in
turn, dictate consumer interactions. A centre with
a better offering will draw consumers from greater
distances than centres with few points of difference to
its competitors.
There are, however, a number of other important
catchment-related considerations. Firstly, the position
of a retail centre within the hierarchy of other local
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retail centres. This is determined by the format and
size of the centre, population density of its catchment,
the competitive intensity, and how well its proposition
fits the needs of the consumer base.
For example, a high-end boutique centre with luxury
fashion retailers would more than likely fare poorly in
a low socio-economic area.
Generally, a catchment with a large population will
have a greater retail offering, to the extent it acts as
an employment hub and economic driver, thereby
attracting customers from a wider area. A smaller,
or remote catchment, will more than likely serve
a different function, be more embedded in local
economies and be patronised more frequently by local
communities.
In Australia, the Property Council of Australia sets out
classifications for shopping centres, which are closely
aligned to the concept of ‘catchment’. This is shown
on the next page.
The importance of catchment cannot be overlooked.
It is vital shopping centre investors and managers
understand their catchment area in terms of socioeconomic status, size and demographics, and are
able to tailor their offering accordingly.

Property Council of Australia shopping centre classifications
Super regional
centre

The largest shopping centres in Australia, typically incorporating two full-line department
stores, one or more full-line discount department stores, two supermarkets and over 250
specialty shops.
Total gross lettable area (GLA) exceeds 85,000 sqm.

Major regional
centre

A major shopping centre typically incorporating at least one full-line department store,
one or more full-line discount department stores, one or more supermarkets and around
150 specialty shops.
Total GLA generally ranges between 50,000 sqm and 85,000 sqm.

Regional centre

A regional shopping centre typically incorporating one full-line department store, a
full-line discount department store, one or more supermarkets and around 100 or more
specialty shops.
Total GLA generally ranges between 30,000 sqm and 50,000 sqm.

Sub-regional
centre

A medium-sized shopping centre typically incorporating at least one full-line department
store, a major department store, a major supermarket and around 40 or more specialty
shops.
Total GLA ranges from between 10,000 sqm and 30,000 sqm.

Neighbourhood
centre

City centre

A local shopping centre comprising a supermarket and up to 35 specialty shops.
Total GLA will typically be less than 10,000 sqm.
Retail premises within an arcade or mall development owned by one company, firm or
person and promoted as an entity within a major CBD.
Total GLA exceeds 1,000 sqm.

Bulky goods

A medium to large-sized shopping centre dominated by bulky goods retailers (furniture,
white goods and other homewares) occupying large areas to display merchandise.
Typically contain a small number of specialty shops.
GLA generally exceeds 5,000 sqm.

Outlet centre

An outlet centre is a type of shopping mall in which manufacturers sell their products
directly to the public through their own stores.
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First pictures of
Greenway Views: LDK’s
seniors’ living village
LDK, Cromwell’s seniors’ living joint venture, is
nearing the completion of Greenway Views, its first
purpose-built seniors’ living village, in Greenway, ACT.
The village has everything from charming cafes, and
a green grocer, to a state-of-the-art auditorium and
care hub — it’s all moments from home. The village
will comprise over 380 purpose-built apartments,
providing private, secure living in a vibrant village
atmosphere, all within close proximity to the array
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of dining, shopping and entertainment options at
Tuggeranong.
Stage 1 of Greenway Views is now selling with one,
two and three-bedroom apartments available. Check
out the latest pictures of one of Greenway Views’ twobedroom apartments.
Further information is available online at
www.ldk.com.au/our-villages/greenway-views/
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In conversation with...
Lucy Marles
Learning & Organisational Development Lead

Lucy Marles is Cromwell’s
Learning & Organisational
Development (L&OD)
Lead, and is tasked with
developing Cromwell’s
people, as well as ensuring
they are equipped with the
skills required to perform their current roles
and anything else they need to be successful
in their careers. Prior to Cromwell, Lucy had
spells with CUA, Collins Foods and ran her own
consulting business.
How did you get into L&OD?
I was working as a recruitment agent for Hallis many
years ago. We were doing a lot of government work,
and trying to place some really great candidates, but
a lot of them were just not getting over the line. After
some investigation, we found that in a lot of cases,
the issue was with the hiring managers who just
didn’t have the skills to conduct proper recruitment
processes.
So we started designing tools and training to educate
and upskill the hiring managers. That was the start.
One day I happened to meet a senior organisational
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psychologist who was hired to do some work for us.
Curious as to what he was doing, I just tagged along
and got hooked on the challenge of developing people.
I asked my boss at the agency if I could start an
organisational consulting division within the Brisbane
business, and he gave me three months to prove it
could work. Hallis had this expertise in Sydney and
Melbourne, but it was a first for Brisbane. It was a
big challenge, but after a few months we had four
consultants working flat out and were billing more
than the recruitment team.

Why is L&OD important?
Well, learning is often seen as compliance training or
something we do only when we have to. I believe it is
actually about setting people up for future success.
Just because you have completed school, university or
post graduate studies doesn’t mean you should stop
learning. Skills degrade and need to be continually
topped-up so you are ready for any changes that come
your way.
Success in the future is about being ready for change,
being adaptable, developing resilience and being open
to learning new skills. Most of us will change career
multiple times, and the pace of change is not slowing
down. Staying current in this fast-paced environment
takes effort and work.

Workday Learning
What is the biggest mistake people make?
Thinking they will be okay without continuously
learning and developing their skills throughout their
career. If the worst happens, you can find yourself
adrift very quickly. You have to ‘own the change’, no
one can do it for you. Once people are empowered, you
really see them blossom.
And that’s why I do what I do. I love seeing individuals
grow and develop, seeing them grasp the nettle,
progress their skills and going to the next level is still
wonderfully fulfilling.

Workday Learning is an application within
Workday, Cromwell’s human capital
management and payroll system that can be
used to find learning resources, enrol in online
courses or internal training sessions, request
to attend external training and also complete
mandatory compliance training.
It currently has over 5,000 pieces of
content published, with topics ranging from
communication, leadership, finance, coaching,
software programmes, as well as a range of
Cromwell-specific content.

What is happening at Cromwell?
We started with a restatement of Cromwell’s values
of principled, respectful and responsible. Then
we created a behavioural framework that uses
‘competencies’ to help people understand what the
values actually mean on a day-to-day basis, and the
expectations about ‘how’ they should actually behave.
The competencies are different depending upon your
role within the organisation. In effect, we have built a
leadership pipeline, so people can see how they need
to perform in their current role and then understand
what is expected in higher level roles. Expectations of
behaviour at each level are clearly defined.
The challenge is then to bring it all to life. That
involves a mix of different things as there isn’t a ‘one
size fits all’ solution. We are investigating leadership
and mentoring programmes, university partnerships,
sharing leadership experiences, as well as rolling out
our online learning tool, Workday Learning. Doing this
across all of the countries that Cromwell operates in
just adds an additional dimension!

How do you relax outside of work?
I’m a gardening nut. I grow organically from scratch,
nurturing seedlings all the way through the growing
cycle. I also make my own aromatherapy blends which
I started when one of my children had colic when they
were young.
A good book — I’m reading ‘Lean in’ by Sheryl
Sandberg, the ex-Facebook COO for the third time at
the moment — a turned off mobile phone, fresh air
and a glass of wine all work wonders too.

What’s one thing people won’t know about you?
I don’t have much of an accent these days but I’m a
kiwi and grew up on a farm outside Christchurch in
New Zealand with sheep and chooks and all manner
of other farm pets. Growing up on a farm, you have
to be resilient and that has stood me in good stead
throughout my career. And yes, I’m still hurting from
the All Blacks exit to England at the Rugby World Cup.
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