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Important Notice

Information contained in this publication is current as at 5 February 2008 unless otherwise specified and is 
provided by Challenger Listed Investments Limited (ABN 94 055 293 644) (AFSL 236887) (“Challenger”), as 
Responsible Entity of the Challenger Wine Trust (“Trust”). This document has been prepared for general 
information purposes only and not with regard to any particular recipient’s financial situation, objectives or needs 
nor to solicit offers or invitations for the Trust©s securities. Nothing contained in this document constitutes 
investment, legal, tax or other advice.  Accordingly, recipients should, before acting on any information in this 
document, consider its appropriateness, having regard to their objectives, financial situation and needs, and 
seek the assistance of their financial or other licensed professional adviser before making any investment 
decision.

Challenger makes no representation, gives no warranty and does not accept any responsibility for the accuracy 
or completeness of any recommendation, information or advice contained herein. To the maximum extent 
permitted by law, the recipient releases Challenger, each member of the Challenger Financial Services Group, 
their directors, officers, employees, representatives and advisors from any liability (including, without limitation, 
in respect of direct, indirect or consequential loss or damage or loss or damage arising by negligence) arising in 
relation to any recipient relying on anything contained in or omitted from this document. 

Past performance is no guarantee or assurance as to the future performance, profitability or capital value of the 
Trust or its securities. Any forward looking statements included in this document are by nature subject to 
significant uncertainties, risks and contingencies, many of which are outside the control of, and are unknown to, 
Challenger, so that actual results or events may vary from those forward looking statements.  

Challenger, or persons associated with it, may have an interest in the securities or financial products mentioned 
in this document and may earn fees as a result of transactions in any such securities or financial products. 
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Highlights

• Growth in net property income driving strong financial results

• Active management renewing portfolio – $59.1 million in transactions 

completed during period

• Strengthened portfolio composition and diversification

• Vineyard sector conditions improving

• Targeted growth opportunities 

• Positive outlook – FY08 distribution guidance of 9.4 cents per unit



Financial results
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Solid financial performance

• Profit from operating activities $8.8 million – up 22.4% on pcp
– Net property income up $1.2 million 

– Gain on asset sales of $0.9 million

– Trust expenses up $0.5 million

• Distribution per unit 4.68 cents – up 0.9% on pcp

(650)(3,817)
Adjusted for: 
Net fair value movements

(105)(861)Undistributed income carried forward

12.18637,1107,973Distribution to unitholders

0.90.044.644.68Distribution per unit (cents)

60.94,7867,86512,651Net profit

Variance31-Dec-0631-Dec-07

1,619

$000

22.47,2158,834Profit from operating activities

%$000$000
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Key drivers of growth in net property income

na1,173-1,173Assets acquired*

(12.6)(78)620542Assets held for sale

8.31,20814,59415,802Total

Variance31-Dec-0631-Dec-07Net property income

(184)

217

80

$000

(15.6)1,181997Assets sold*

1.17,4607,540Stable portfolio

%$000$000

4.15,333Development assets/projects* 5,550

• Net property income up $1.2 million or 8.3% as a result of income from: 
– Newly acquired assets

– Completed developments 

– Underlying stable portfolio performance

* Occurring in period 1 July 2006 – 31 December 2007.
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Uplift in NAV and NTA per unit

• Uplift in NAV per unit (3.3%) and 

NTA per unit (1.2%) reflects:

– Net impact of transactions completed 

during period

– Revaluation uplift

– Impact of foreign currency translation

• Difference between NTA and NAV per unit is 

due to accounting treatment of water rights as 

intangible assets held at historic cost (rather 

than fair value)

• Importantly, uplift of 4.3% in fair 

value NAV (including water rights at 

fair value) from $0.94 to $0.98 cents 

per unit

139,199140,758Net tangible assets ($000)

170,313170,313Units on issue (000)

0.82

0.92

156,194

297,489

30-Jun-07

0.95NAV per unit ($)

0.83NTA per unit ($)

162,291Net assets ($000)

335,749Total assets ($000)

31-Dec-07

0.82

0.92

0.83

0.95

0.75

0.80

0.85

0.90

0.95

1.00

NTA per unit NAV per unit

Jun-07
Dec-07



8

Positive impact of asset valuations

• Nine assets independently revalued during period (18.5% portfolio value)

– Uplift of $5.3 million in fair value or $3.8 million in carrying value recorded*

– Rarangi Vineyards – up $2.7 million reflecting strong demand and limited supply of suitable land 

in region for vineyard development as well as tenant strength

– Cocoparra and Woods Vineyards – up $2.3 million due to values strengthening in region and new 

lease to Foster’s Group 

* Due to water rights being treated as intangible assets held at cost (rather than fair value)

5.3

0.3

2.3

2.7

Increase 
in fair  
value    
($m)

3.8

(0.1)

1.2

2.7

Increase 
in carrying 

value    
($m)

27.2Other

59.0Total properties revalued

12.0Cocoparra and Woods Vineyards

19.8Rarangi Vineyard

31-Dec-07 
fair value

($m)



9

Financial position

297,489335,749Total assets ($000)

45.249.3Gearing (%)

7.77.7Weighted average cost of borrowings (incl margins) (%)

2.4

165,496

31-Dec-07 30-Jun-07

2.3Interest cover ratio (x)

134,393Borrowings ($000)

• Gearing 49.3% at 31 December 2007 (within preferred range 45-55%) 

• Interest rates effectively 100% hedged for duration of lease terms

– Weighted average term to maturity 6.2 years 

• New Zealand borrowings provide 95% natural foreign exchange hedge
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Refinancing strategy

• Total loan facilities $165.5 million

• Currently consolidating to larger, 

more flexible facilities with longer 

duration

• Terms agreed on new four year 

$96.9 million facility with existing 

lender on same margin and similar 

terms* 

• Indicative offers received from new 

and existing lenders on remaining 

expiring facilities of $66.5 million on 

similar terms to existing facilities

* Terms of new $96.9 million facility agreed in February 2008 (currently subject to final documentation)

Borrowing facility expiry profile*

0

20

40

60

80

100

120

2008 2009 2010 2011 2012

Financial year

$m



Active management renewing portfolio
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CWT portfolio strategy

• Target vineyards and developments that provide sustainable operating base 

and generate above average gross margins per hectare

• Build on strong relationships with high quality established wine industry 

operators

• Portfolio diversification overlay – by region, tenant and grape variety

• Maintain balance between warm and cool climate vineyards

54.7%40-60%low yields/
high grape prices

Vineyards in premium 
geographic regions with 
global identity

Australia 
& NZ

Cool climate

45.3%40-60%high yields/
low grape prices

Large scale assets for low 
cost, bulk wine producers

AustraliaWarm climate

Current 
portfolio 

weighting

Preferred 
portfolio 

weighting

Return profileTypeLocationClimate



13

Transaction and leasing activity enhancing 
portfolio quality and income security

1. Elimination of Evans and Tate exposure

2. Increased warm climate portfolio water security

3. Enhanced cool climate portfolio quality

����

����

����
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1. Elimination of Evans and Tate exposure

• Re-leasing of Cocoparra and Woods Vineyards 

(NSW) to Foster’s Group

– Lease terms mirror existing Evans and Tate lease

• Initial term 6 years plus 2x 5 year options to renew

• FY08 rental includes amount equivalent to lost rental after 

Evans and Tate entered receivership

• Sale of Gnangara Vineyard (WA) for $6.3 million

– 6.8% premium to June 2007 carrying value

– Additional payment of $670,000 covers CWT for:

• Expenses incurred whilst under caretaker management

• Lost rental since Evans and Tate entered receivership in 

August 2007
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2. Increased warm climate portfolio water 
security

• Re-allocation of portfolio to areas with higher water security

• Acquisition of Stephendale Vineyard for $25 million

– High security irrigation water sourced from Murrumbidgee River – current allocation of 90% 

– Sale and leaseback to Warburn Estate with initial rental yield 10% pa and annual reviews 

capped at 2%

• Sale of Boh River Vineyard for $9.95 million

– Reduces exposure to Murray River water supply to 19% and contract growers to 8% 

• Purchase of remaining lots at Balranald Vineyard for $2.9 million (now 466ha)

• Sale of land at Grande Junction Vineyard for $0.9 million following decision not 

to develop

• Improved water usage – conversion of Whitton Vineyard to drip irrigation
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3. Enhanced quality of cool climate portfolio

• Acquisition of Miamba vineyards for $11.5 million

– Sale and leaseback to Grant Burge Wines

– Initial rental yield 9.8% pa with annual reviews of 1.5% 

– Eight year lease plus 3x 4yr extensions

• January 2008

– Sale of small scale Trillians Hill Vineyard – June 2007 fair 

value of $1.1 million achieved

– Lease renewal at Corryton Park Vineyard – Grant Burge 

Wines exercised 5yr option

• Sale of non-strategic assets progressing

– Hermitage Road Winery

– Sandy Hollow Vineyard



Strengthened portfolio composition and 
diversification
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Portfolio snapshot at 31 December 2007

0.8

10.0

6.2

100

4,590

5,754

100

319.2

25

Total

10.17.910.6Average rental yield (%)

10023.776.3% total portfolio value (%)

6,2107455,009Total area (ha)

100100100Occupancy (%)

6.6(26.0)10.0Over/(under) renting (%)

5.94.56.6WALE (yrs)

4,1926273,963Area planted (ha)

299.575.4243.7Portfolio fair value ($m)

29421Number of assets

30 June 2007New Zealand^Australia

^ New Zealand portfolio value at 31 December 2007 based on spot rate of 1.1410

# Over/(under) renting calculations are based on management’s assumptions regarding achievable market rentals

#
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Active management of lease expiry profile

14.3%
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Lease expiry - currently offered for sale

Lease expiry

• 100% portfolio occupancy

• WALE extended to 6.2 years following transaction and leasing activity*

• Only 4.9% of portfolio income expiring before June 2009 – of which 2.7% is 

currently offered for sale

Lease expiry profile (by income)*

* Includes new lease to Grant Burge Wines at Corryton Park finalised in January 2008.
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Foster©s 
Group
4.5%

Warburn 
Estate
8.3%

Delegat©s 
Group
23.6%

Other
10.8% McGuigan 

Simeon 
Wines*
34.0%

Pernod 
Ricard 
Pacific
13.6%

Grant Burge 
Wines
5.2%

Vineyard type diversification (by value)*

Portfolio diversification enhanced

Australia - warm 
climate, 31.0%

Australia - cool 
climate, 45.3%

New Zealand - 
cool climate, 

23.6%

Tenant diversification (by value)*

* On 31 January 2008 McGuigan Simeon Wines shareholders passed a resolution to change its name to Australian Vintage Limited



Vineyard sector conditions
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Australian wine production and sales

0.9

1.1

1.3

1.5

1.7

1.9

2003 2004 2005 2006 2007

M
ill

io
n 

lit
re

s

Total wine production Total wine disposals (sales)

• 2008 grape harvest forecast to be 

1.4 million tonnes*

– Significantly below 2006 harvest of 

1.9 million tonnes

– Limited impact from 2007 frost

– Minimal impact from current season 

weather conditions

– Key driver is water availability

– Increased water trading in warm climate 

regions

• Ongoing reduced supply expected over 

medium term – limited growth in new 

bearing area 

• Backdrop of continued growth in demand

• Outlook favouring large commercial 

operators with economies of scale

Lower supply has reduced grape surplus 

6,141

6,768

7,369

7,800

Planted 
(not yet 
bearing)

163,951

158,167

153,204

150,561

Bearing -
opening

3,2073,6842007

2,7533,8562006

4,2716,0932005

3,7945,8192004

Lost*Planted 
current 
year

Area of vines – gains and losses 2004-2007 (ha)

* Vines pulled out or changed to another variety

Source: Australian Wine and Brandy Corporation, January 2008

Source: Australian Bureau of Statistics

Source: Australian Bureau of Statistics
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Demand for grapes strong
Riverina grape prices
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Volume, price and value - growth projections 
2007 - 2012

-3.0%

-0.7%
-1.5%

5.8%

4.3%
4.8%

2.6%
3.5% 3.2%

-4.0%
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8.0%
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Volume Price (ex-warehouse) Value

• Value of grape crop forecast to increase with 

higher grape prices compensating for lower 

harvest volumes

• Sustainability of higher grape prices is 

improving with higher wine prices

Source: Australian Wine and Brandy Corporation

Source: 2005-2007 Riverina Wine Grapes Marketing Board; 2008E –
Challenger estimate

Source: 2005-2007 SA Phylloxera Board; 2008E – Challenger 
estimate

Domestics sales Export sales All sales
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Improved warm climate vineyard water 
availability

Murray Darling Basin - selected dam 
storage levels

4%

24%
27%

14%
18%

15%

41%

26%

0%

10%

20%

30%

40%

50%

Hume (Murray) Darmouth
(Murray)

Burrinjuck
(Murrumbidgee)

Blowering
(Murrumbidgee)

Jan-07 Jan-08

Gundagai, Whitton, Stephendale, 
Cocoparra & Woods, Balranald

Del Rios

Waikerie, Qualco East

CWT vineyards

90%

33%

32%

Dec-07

60%

10%

16%

Sep-07

0%26.3%Murrumbidgee River – NSW 
(High Security)

0%15.7%Murray River – VIC

4%3.3%Murray River – SA

Jul-07

Water allocations% CWT 
portfolio

River

• Good rainfall has improved dam levels and water 

allocations across all regions

• However, dams still significantly below full 

capacity and Murray River water allocations 

below production requirements

• Where necessary, CWT tenants have 

purchased/transferred additional water to meet 

2008 harvest requirements

Source: NSW State Water

Source: SA Dept of Land, Water, Biodiversity and Conservation; Goulburn Murray Water; Murrumbidgee Irrigation Limited
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Wine producing area (1999 - 2007)
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New Zealand vineyard sector conditions

• Supply – growth in area planted slowing, 

reflecting reduced availability of suitable land 

for vineyard development in key wine 

growing regions

• Demand – growth in international demand 

driving increase in grape prices and export 

values

Source: New Zealand Wine Growers Annual Report 2007 Source: New Zealand Wine Growers Annual Report 2007 

Source: New Zealand Wine Growers Annual Report 2007 



Growth opportunities and outlook
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Growth opportunities

• Focussing on opportunities to work with:

(a) high quality existing tenant base 

(b) other established wine companies with strong operational track record

to meet their ongoing operational requirements

– Sale and leaseback and/or new vineyard developments in New Zealand

– Vineyard developments in Australia

– Improving irrigation infrastructure at warm climate vineyards (Australia)

• Current regional focus

– Australia – cool climate – Barossa Valley (SA), Adelaide Hills (SA), Margaret River (WA)

– Australia – warm climate – vineyards that source water from Murrumbidgee River (NSW)

– New Zealand – Marlborough and Hawkes Bay regions
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Outlook and FY08 distribution guidance

• CWT continues to provide a high level of income security and predictability

– Portfolio 100% occupied with WALE of 6.2 years

– Attractive and stable portfolio yield of 10% pa

– Portfolio well diversified by region, tenant and grape variety

• Announcement of FY08 distribution guidance of 9.4 cents per unit following 

significant transaction and leasing activity in 1H08

– Growth of 3.3% over 9.1 cents per unit in FY07

• CWT continues to look at initiatives to further improve growth profile whilst:

– Maintaining security of income – focus on vineyard and tenant quality

– Enhancing portfolio returns – through renewal and growth of portfolio

– Delivering ongoing portfolio diversification



Questions
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Contacts

Nick Gill
Fund Manager 

Tel: 02 9994 7291

Email: ngill@challenger.com.au

Susie McPherson
Investor Relations 
Tel: 02 9994 7958

Email: smcpherson@challenger.com.au



Appendix
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Profit and loss statement

-861-861Gains from sale of assets

Variance31-Dec-0631-Dec-07

4,786

1,619

(234)

(73)

(219)

76

1,208

$000

(41.7)(561)(795)Operating expenses

(6.4)(1,144)(1,217)Management fees

22.47,2158,834Profit from operating activities

29.6257333Other income

%$000$000

60.9

(3.7)

8.3

7,865

650

(5,931)

14,594

Net profit

Net fair value movements

Finance costs

Net property income

12,651

3,817

(6,150)

15,802
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Movements in fair value and carrying value

319,153

(2,613)

(105)

-

5,327

(16,890)

42,198

291,236

Fair
value 
$000

Carrying 
value 
$000

314,03031-Dec-07 

(2,613)Foreign currency translation movements 

(105)Depreciation

(1,510)Water rights at cost

5,327Revaluation changes

(16,256)Disposals

42,198Acquisitions

286,98930-Jun-07 
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Rental yield analysis

3.010.445.3Warm climate – total

(0.9)9.654.7Cool climate – total

(26.4)7.923.6Cool climate – New Zealand

10.410.676.4Australia – total

0.810.0100.0CWT portfolio – total

23.6

31.1

45.3

Proportion of 
portfolio

(%)

7.9

11.0

10.4

Average 
rental yield 

(%)

(26.4)New Zealand – total

22.4Cool climate – Australia

3.0Warm climate – Australia

Over/(under) 
renting* 

(%)

* Over/(under) renting calculations are based on management’s assumptions regarding achievable market rentals


