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UP to $14 billion has been trapped in unlisted retail property trusts as their managers, mostly linked to investment banks such as Macquarie Group and Westpac, are expected to keep redemptions frozen and distributions cancelled until at least next year. 
Melbourne-based asset consultant Ken Atchison told The Australian that at least 20 managers had closed their funds to redemptions.

They include large and well-known managers such as Centro Properties Group, Macquarie Group, Axa, Westpac, Charter Hall, Blackrock and a host of smaller managers such as Aspen Property group.

Mr Atchison says these managers, who have about $7bn to $8bn of funds under management, could possibly face redemptions in the order of $2bn-$3bn, but it was difficult to estimate.

At least a dozen managers of unlisted trusts have either kicked off or are in the throes of embarking on a capital raising to replenish their cash.

Compared with billion-dollar raisings in the listed sector, unlisted trusts look to raise money in the $10 million to $50m range. The Perth-based Aspen Property Group sought to raise up to $25m for its unlisted Aspen Diversified Fund. "We've raised our minimum of $15m and will keep the issue open until we get the full amount," said Aspen managing director Angelo Del Borrello.

Mr Del Borrello said it would resume redemptions when the capital raising was completed for the $140m trust.

Funds such as Aspen's are grappling with debt repayments at a time when fresh fund inflows have dried up. Unlike listed trusts, which recapitalised in the past 12 months and substantially reduced their debts, unlisted trusts have only recently started to raise capital.

However, those that have ventured into the capital market are finding the going tough. Analysts and industry sources say as asset values fall, these funds risk breaching their loan covenants and many are forced by their lenders to top up their capital. In a recent report, Aegis/PIR noted that the 73 funds that populate the sector own assets valued at about $14bn, but carried a debt of $7.3bn at December 31, 2008.

Dinesh Pillutla, head of property at Aegis/PIR, said pre-crisis unlisted retail trusts held between 5 and 10 per cent of their assets in cash or liquid investment (such as shares) to meet redemption requests.

With retail investors having a significant proportion of funds locked up with unclear exit timeframes, the sector had been under pressure, he said.

Managers had been forced to suspend redemptions into the foreseeable future to deal with the upsurge in investors seeking to redeem units at the same time, he said.

Industry analysts said most funds had been closed since last October.

Mr Pillutla said trusts could open for limited withdrawal only when they had stabilised their balance sheet and were not at risk of breaching debt covenants.

Zenith Investment Partners director David Wright said investors had no option but to participate in capital raisings, otherwise they risked seeing their trust breaching covenants and selling assets at distressed prices.

"Investors are suffering a double whammy. They can't take their money out and they are not getting incomes," Mr Wright said.

Kevin Prosser, head of property at stockbroking and financial research firm Lonsec, said managers who had been able to sell assets to raise the cash were slowly reopening their funds.

APN Property Group chief executive Howard Brenchley said the group sold the Bendigo Bank building in Melbourne's Docklands for $33m to replenish the liquidity of its trusts.

"All our five funds will have a three-week redemption window next month," he said. The APN trusts manage about $1bn of funds.

Mr Howard said unitholders could withdraw a set amount from the funds, closed since last October, but it was a temporary solution.

Managed fund manager Axa's chief investment officer, Mark Dutton, hopes the market will improve sufficiently over the next 12 months to lift the ban on redemptions. Axa manages a billion-dollar unlisted property trust.

