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Dirk Jan Lucas – IR NSI: Good morning everybody and welcome at the half year 2019 results 

presentation. We will start with the presentation from management and after that there will be 

an opportunity to ask questions. Presenting today will be our CEO Bernd Stahli, our CIO Anne 

De Jong and our CFO Alianne De Jong. 

I will now hand over to Bernd.  
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Bernd Stahli – CEO NSI: Good morning everyone and thank you, DJ. We are pleased to 

present you an excellent half year for the business and we are happy to show you all the 

opportunities that we will have going forward. There is lots of information in the H1 report and 

in this presentation, so let’s work through it. 
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Our highlights are on slide 4. Vacancy is down by 1.3% to 12.5. The valuation is up strongly 

by 5.3%. NAV is up by 10% to 43.6 and EPS is up by 4.5% to EUR 1.24. The number that 

people will most focus on – and we will come back to that later – is the potential pipeline, which 

has increased to about EUR 850 million. 
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Slide 5 gives more detail on the KPIs and shows that the LTV is now down to a very comfortable 

33.7%. 
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Here, you can see that there is still asset rotation going on. The period of restructuring is now 

over. Yes, there is more to do on the asset rotation and vacancy needs to come down a bit 

more but really, for us we are moving to a phase where we are looking at development, growth 

and opportunities for the business.  
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On slide 8 you can see that we still have about EUR 140 million of assets to sell. There is no 

timetable. The best guess, if you look at the history of disposals over the last couple of years, 

is that we maybe need another year or two to get it all out of the balance sheet. We will continue 

to sell these assets.  
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Slide 9 shows that as a result of the asset rotation we moved to a much more efficient portfolio: 

a smaller number of assets and on average larger assets with the average asset value now up 

to EUR 15 million.  
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Slide 10 shows that we are actually getting a portfolio that is starting to be very focused on the 

areas where we want to be: Amsterdam, Utrecht, Rotterdam, Den Bosch, Eindhoven, Leiden 

and The Hague. Those are the markets that we think we should focus on and where we will 

focus on. The remaining dots will gradually disappear over time. 
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As a result of all the transactions that we have done, the portfolio is now 84% in our target 

cities, as you can see on slide 11. That percentage will continue to go up. The remaining non-

office assets are now down to about 8% of the portfolio and will eventually go down to zero. 
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So, the asset rotation and the business rotation continue. The portfolio is getting more focused. 

If you look at where we are in terms of location, you see that slightly over half of the portfolio 

is now within a ten minute walking distance of a major train station. That is a key part of where 

we think the business will migrate to. 
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That brings us to our strategy update, which is on slide 14. 

It is an update; it is not a new strategy. It is actually refining the strategy that we have had for 

the last couple of years. The trend that we see that we need to take into account and that we 

are taking into account in our business is that there is an ongoing trend of urbanisation. People 

are flocking to the Randstad in the Netherlands and within that to the larger cities. That is why 

we are focusing our exposure to those cities. It is a small number of cities where we think we 

can make a difference, where there is land scarcity and where it will be possible to generate 

above average rental growth. 

The second trend is that there are structural changes in the way people work. We have been 

playing that for years through our HNK model but, going forward, we will add more services 

and more flexibility to our total portfolio. We will come back to that later as well. 

The third trend is that in a world of low interest rates and low yields you should be prospecting 

lower returns on real estate in general. To make up for that and to drive value for shareholders 

we think it is appropriate, given our position and given our assets, to consider more 

development to enhance the returns for our shareholders. 
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Up to now we have communicated that we had EUR 300 million plus in assets. It now appears 

that the plus is bigger than the 300 and we are up to EUR 850 million of potential projects. That 

includes the EUR 300 million that we have identified before. Most of them are in Amsterdam, 

some of them are mixed use and almost all – 95% -- of them are literally within a five to ten 

minute walking distance of a major train station in Amsterdam. We think that this is playing in 

on all the trends that we are seeing. In the report we have also highlighted that we see a trend 

in these major transport hubs for densification and mixed use developments. We are looking 

at what this means for us and it could mean that in some instances we will retain assets where 

there is a mixed use element to what is still largely an office project. That is where we think the 

potential is going to be and Anne will talk more about the pipeline later in his section. 
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Slide 16 gives an indicative timetable as to when these projects may happen. This timetable 

will move. We have indicated that the pipeline is one for the next decades. There are some 

near-term and there are some medium term and if and when we can we will give you more 

detail about all of these projects. What we have highlighted very clearly is that we are very 

clear in the risk that we are willing to take. We will take leasing risk; we will take financing risk 

but we will not take construction risk. We will not risk the balance sheet and our project starts 

will really depend on multiple variables that we will take into account. Planning is one of them, 

balance sheet capacity, business profile, pre-lets, all of that goes into the mix. 
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We highlight that the boundaries between traditional offices and flex offices are diminishing. If 

you see what kind of services in terms of space you can provide going from club space to 

single-let space, there is quite a bit of overlap between HNK and NSI already. On the right-

hand side you see the sort of services that are being implemented in office buildings typically 

nowadays. We will look to team up with third-party service providers to selectively add more 

services to our entire portfolio near train stations, also if it is not an HNK. That is something 

that we will work on for the next couple of years. 
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We have highlighted that we have started to participate in GRESB. We have submitted the 

data and we will get our first score back in September. Once we know the score we will know 

what to do in terms of timing our programme for the sustainability and other variables for the 

coming years. But that is a medium to long-term plan where we have pretty high ambitions. 

Anne will talk about what our sustainability ambitions are for Bentinck as well. More near term, 

I think the Dutch government imposed energy label requirements by 2023. On this slide you 

can see that we are really on track to meet that deadline well before 2023 and that we need to 

spend about EUR 3.5 million to EUR 4 million to get it upgraded to meet the energy labels that 

are now required. 

With that, I would like to hand it over to Anne. 
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Anne De Jong – CIO NSI: Good morning. This is Anne De Jong speaking. I am happy to 

inform you about the Dutch office market and I am very happy to inform you about the changes 

we made in the portfolio. As usual, I will start with a slide about the Dutch office market. 
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We will see a strong occupier market. Prime rents are going up in all G5 cities, especially 

Amsterdam and Utrecht. Vacancy is now below 10% and I think this is for the first time in years 

that it is below 10%. Looking at the investment market we can conclude that prime yields in 

Amsterdam are still around 3% and although there are some rumours that after summers there 

will be deals with a yield level below 3%. Looking at other G5 cities, yields are moving down 

to around 4.5%.  
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Slide 21 is about the impact of our active leasing and asset rotation. It shows we reduced 

vacancy again and again. We conclude that the vacancy is approaching market average and 

we are happy with that. Of course we will keep focusing on improving vacancy. 
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This slide proves this. It is showing the expected vacancy at year end. It shows the movement 

in the first half year – down 1.3% -- and it also explains why we strongly believe that at the end 

of the year vacancy will move below 11%, so it will go down again.  

The most important conclusion is that reduction will be realised by new lettings. One important 

example is HNK The Hague. In this building we leased up a complete tower of around 5,000 

square metres and this will move down vacancy in H2. 
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Slide 23 shows revaluations. The strong result is due to HNK letting and yield compression. Of 

course, the retail market remains difficult and that is reflected by our external valuers. Looking 

at the office portfolio, we see a difference between Amsterdam and the other target cities. 

Amsterdam was the first market to improve and now other cities are also picking up. 

One thing to note about the 3% rise of ‘Other Netherlands’ is that this is mainly due to the 

higher valuation of one of our buildings in Hoofddorp. 
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Slide 24 shows our focus is paying off. As Bernd explained, we really changed the portfolio 

last years, turning it into a portfolio with higher quality assets. In the last years we generated 

double-digit total returns and we combined this with a lower overall risk profile. 

Last but not least, we calculated a historical IRR of the assets we acquired since 2015. I think 

we can be proud of the 16% we are showing here.  
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Let me give you some more details about the developments, the opportunities we have here. 

We start with slide 26. We would like to continue our message that there is still a lack of high-

quality supply in Amsterdam and that there is still limited development activity. 50% is 

completed, pre-let or owner-occupied. This is very important because we have a couple of 

opportunities in Amsterdam, as is shown on slide 27. 
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Some of them are shown here. For Sloterdijk – bottom right-hand side – we can add value by 

creating an office building on the big parking behind the Motion building. Together with the 

municipality, we are discussing a programme of how many square metres we can add.  

In South-East we signed a letter of intent for the local municipality and our neighbour A.S.R. 

to work out a masterplan. It could be a total of 150,000 square metres of new mixed use space. 

At Laanderpoort all remains as before. We are still making good progress, and we are close 

to a formal agreement with ING. The municipality is still very keen on this development. The 

potential start date has been delayed to the second quarter of 2021 because of longer 

negotiations. However, despite this delay we have no reason to be less optimistic about this 

project. 

The last opportunity we show today is new and this is Vitrum in Amsterdam. It is shown at the 

top, right-hand side. We will add value to this location in two ways. First, we will renovate the 

current area and we will substantially upgrade the space. This will of course impact ERV; it will 

increase from 275 to 425. Secondly, we are discussing with local municipality about adding 

6,000 square metres. The first thing is pretty sure. We can renovate and we can make the 

building better. The second thing is an opportunity which we will explore further. 
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The last slide about the developments is about Bentinck Huis. We have started with the 

renovation. We increased the budget because we want to further improve the building specs 

and making the asset even more energy efficient. It is very important to focus on sustainability, 

as Bernd mentioned, and we decided to increase sustainability ambition for this building. We 

still have several leads and I would like to repeat my quote during the last call, that this will be 

the best building of The Hague. 

Coming to the end of my presentation, the last slide is about some opportunities in South-East.  
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It shows how important Laanderpoort is for ING, as it is located next to their new headquarters. 

It shows how close Centerpoint and Laanderpoort are to the train station. As Bernd mentioned, 

we strongly believe in these kinds of locations and we strongly believe we will add a lot of value 

also to this place.  

I will hand over to Alianne to talk about the figures. 
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Alianne De Jong – CFO NSI: Thank you, Anne. 

On slide 31 you can see that the EPTRA EPS of 1.24 is 5% higher compared to the prior half 

year 2018. This increase is mainly due to lower financing cost and lower rental income due to 

our disposals. As we earlier indicated, our regular maintenance costs have gone up for this 

year. The lower financing costs 29%, is the consequence of the 2.1 million negative one-off, 

caused by the IFRS9 impact of the refinancing of our debt prior half year.  

Our net rental income on a like-for-like basis is 1.18% positive. We expect that the NRI margin 

will marginally improve to a level between 78% and 79%, as we took the full municipality tax 

in the first half year.  
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On slide 32 the EPRA Earnings bridge is presented. This bridge shows the 11 cents lower 

financing cost, due to the earlier mentioned negative one-off in 2018. Excluding this one-off 

last year, the EPS for the first half year 2018 would have been 6 cents higher and the gross 

rental income level is almost equal this year. 
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Slide 33 highlights the NAV bridge. The EPRA NAV increase was 9.7% per share and in 

addition to retained earnings and paid dividends the main driver of the EPRA NAV growth for 

more than 90% is the strong revaluation of our assets. Anne talked about earlier. 
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On slide 34, the development of LTV is shown. The LTV of 33.7% is down 3.2% compared to 

December 2018. This is the result of the high positive revaluation of our assets combined with 

the lower net debt due to the fact that we have sold more than we bought during the first six 

months. At the end of June, the LTV level is below our indicated target range of 35% to 40% 

and we mentioned earlier that the development pipeline could be in a specific period 

substantial relative to our balance sheet. We can time the start of the projects depending on 

our view on the cycle or our view on specific project risks but it is very important that when we 

decide to start a project we are sure that we could finance the project until the delivery date, 

without going above our internal 40% LTV level. Given this strong balance sheet position and 

taking into account further possible disposals, we still have sufficient fire power to also do more 

acquisitions. In June, the cost of debt is 2%, at the same level compared to December. 
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On slide 35 you can see that NSI refinanced most of the debt in 2018. We have extended the 

RCF facility by one year to April 2024. We still need to maintain sufficient flexibility in our debt 

structure to repay debt if disposals exceed acquisitions. The capital expenditure related to our 

development projects still has to start. We would like to further extend and diversify our 

maturities, making advantages of the current low interest rates and we would like to diversify 

our type of funding sources as well. So, we are very pleased that in July we succeed to agree 

a new 12-year EUR 40 million unsecured note with Athene Investment Management. The note 

has a fixed coupon of 1.7%. The 12-year term and the low coupon are a reflection of the trust 

we are currently receiving from the debt investors.  

To conclude, in our view our balance sheet is well prepared for potential future growth and fully 

supports our strategy. 

I would like to hand it over to Bernd again. 
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Bernd Stahli – CEO NSI: Thank you, Alianne. Final remarks. 

 

Looking at 2019, at the start of the year with the full year results 2018 we said that the earnings 

were going to be between EUR 2.40 and EUR 2.50. Given the transactions we have done, 

given the progress and the business we are comfortable to maintain that level at this point in 

time. 

The dividend is going to be stable at EUR 2.16. As long as we are still in the transition phase, 

even though we are going to the end of it, there is no reason to play with the dividend. EUR 

2.16 feels very comfortable at this point in time. 

The balance sheet is at 33.7% LTV. The LTV has gone down, not only because of net sales 

but also because of the yield shift. We should not be leveraging up on yield shift at this stage 

in the cycle but we have a very strong balance sheet, given that we still have EUR 140 million 

or so of assets to sell to help fund both new acquisitions and our development programme. 

We are very comfortable with our balance sheet in that respect. 

One thing we will do in the second half, given our development pipeline has increased and the 

number of potential projects has increased, is strengthening our in-house development 
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capacity. We already made hires and we will look to hire some more to really have a full 

rounded team to take on the opportunity that lies in the NSI business at this point in time. 

We are excited. We are starting with the second half and we are happy to answer any of your 

questions that you may have at this point in time.  
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QUESTIONS AND ANSWERS 

 

• Niko Levikari – ABN AMRO 

Good morning. I have a couple of questions but I would like to start with one thing that caught 

my attention with the positive valuations. In terms of traditional offices you have reported 

negative growth for other key cities. There is also [ERDs] yet. You are also showing a notable 

positive revaluation there, obviously due to the use from the appraisals. What is causing this? 

What sort of differences are there for new appraisals or the companies doing the appraisals 

for these same assets and are they seeing such positive revaluations? 

Anne De Jong – CIO NSI: That is a good question because this was the first thing that we 

saw when this figure was published. The impact is for instance on Beukenhage, a building in 

Hoofddorp which is part of this section and has a huge positive impact on valuations. So yes, 

there are also assets with negative valuation in this sector. There is no reason to be positive 

about this part of the portfolio and we would still like to sell it but it is currently offset by the 

positive revaluation in Hoofddorp. 

Niko Levikari – ABN AMRO: My second question is regarding the HNK uplift of 15.5%. How 

much of this uplift was driven by the full occupancy now of HNK in The Hague? Did you get an 

indication of that from the appraisals because that is obviously a 10-year lease? 

Bernd Stahli – CEO NSI: We really do not give individual asset valuations but you can imagine 

that The Hague has had a good uplift in the first half. But there were other notable uplifts as 

well, particularly HNK’s in Amsterdam have been a major contributor to that. 

Anne De Jong – CIO NSI: Especially Amsterdam South-East and Amsterdam Schinkel. Both 

were leased up pretty well in the last twelve month that had an impact on the valuation. 

Niko Levikari – ABN AMRO: Fair enough. My next question is regarding Leiderdorp. You 

obviously had that one asset with a large category retail from retail estates. That is now coming 

back to you. What plans do you have for this asset? It is a rather small one but do you expect 

there might be some write-downs to potential valuations or are you just planning to sell it below 

book value to get rid of it? 
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Bernd Stahli – CEO NSI: It is an asset going into our ‘Other’ category and an asset that will 

be going in our non-core category. It will be added to the list of assets to be sold. If you are 

asking us whether there is going to be a write-down, I would say that the price at which we 

acquired it back is a level that we are feeling very comfortable with. 

Niko Levikari – ABN AMRO: Thank you. You already answered the development bit, so I take 

it that, as you said, the development risk will not be taken? What sort of intentions do you have 

for the development part? Do you want to develop a full-fledged team to do the developments? 

Anne De Jong – CIO NSI: It is a fair question. We are ramping up our development capability, 

in line with the larger programme that we have. It is going to be a mixture of insourcing and 

outsourcing capabilities. We are not going to have in-house architects but we are going to 

outsource. We are going to have some project managers in house, we are going to have 

project controllers and there is quite a bit of capacity that we need to expand the team to take 

on the opportunities. It does not need a substantial team because we are not going to do all 

these projects at the same time. So, one at a time, depending on how we have de-risked the 

first and then you can start taking on a second. I do not expect it to be a team of ten to fifteen 

people to be added to the payroll. We need up to three, four or five. That is a given.  

Niko Levikari – ABN AMRO: Thanks, that is about it for this time. 

 

• Herman van der Loos – Degroof Petercam 

Thank you very much for the presentation. I come back to the development pipeline. If I 

understand well, with the exception of Bentinck Huis there is no major development expected 

to start before some time in 2021. I just wanted to get a bit of a feel of how you see the pipeline 

year per year. Will 2020 be rather a quiet year or are there things that we still do not know 

about or do you intend to start something in 2020 because the balance sheet looks very under-

leveraged to me, especially when seen from Belgium. It looks like it will be quite a while before 

you are going to invest the money. 

Bernd Stahli – CEO NSI: It is a question we have been asking ourselves as well but then the 

question is whether we believe in the assets we want to sell. The answer is ‘no’. It is more 

important to sell them and worry about the consequences of that with respect to the balance 

sheet later. Yes, it is possible that our LTV will go down as we continue to sell assets.  
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When do we need the capital for our projects? I think you are right in suggesting that we will 

only need it from 2021 onwards in all likelihood. That does not mean that 2020 is going to be 

a quiet year and you do understand this argument. It is not that we do not do anything between 

now and 2021 before these projects start. Actually, it is going to be quite a lot of work to get 

these projects going. In-house, there is a lot of stuff still going on. At the same time, as we said 

the balance sheet also provides opportunities to acquire assets. Even in this markets we at 

times see opportunities to acquire assets, it is just that we are very selective. Up till now we 

have only done two acquisitions but we will not refrain from doing acquisitions when we see 

the right opportunities come along. 

Herman van der Loos – Degroof Petercam: Thank you. 

 

• Jaap Kuin – ING 

Good morning. Could you walk us through the changes and the moving parts in your 

development yield expectations? As far as I can see it has come down from over 7% last year 

to 6% - 6.5% now. Is that mostly mix effect, is that lower yield on existing plans? 

My second question is back to valuations: plus 16 for HNK is so big that I was wondering 

whether you could give some detail on how that works. Was there any change in methodology 

in the appraisers involved in that? Also, the held-for-sale assets seem to be done 15% this 

year. Does that suggest that it is already priced at the level that you think it will move or is it 

just market factors? 

Bernd Stahli – CEO NSI: Your first question was on the yield movement of the development 

programme. There are a number of variables going into the mix. The first yield that we have 

communicated – and now we are talking quite sometime ago – was about 7% or slight in 

excess of 7%. What has changed? One is composition, the pipeline has changed. Three 

projects have become eight and that has an impact. Second, yes, there has been an element 

of construction cost increases and that is also something to take into account. Thirdly, as 

property values have gone up and existing asset values of these projects also go into the yield 

on costs. This also has an impact on the cost to renegotiate lease holds with the local 

authorities, they have gone up and as you can see we have increased our sustainability 

ambitions, which also goes into the mix. What has been above 7 is now just below 6.5%. If you 
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look at what happened to valuation yields in the market today there is still an attractive margin 

for these projects at this point in time.  

Alianne will answer your question on the valuations for HNK. 

Alianne De Jong – CFO NSI: Regarding the valuations of HNK, the increase is mainly a 

combination of higher occupancy levels in some of the HNKs and also lower yields. That is the 

same trend as in the other office valuations. So, there are some HNKs with a significant 

increase compared to prior year, but it is in line with the yields in the other office valuations. 

Does that answer your question? 

Jaap Kuin – ING: Yes, that definitely regards HNK and then finally on the assets held for sale, 

that is down very significantly. Does that signal an imminent sale? 

Alianne De Jong – CFO NSI: In the assets held for sale there are two assets included and 

they have been valued for the disposal price. They were in line with the valuations we also had 

received. 

Jaap Kuin – ING: Thank you. 

 

• Alban Lhonneur – BMO  

Good morning. I just have a question on the pipeline. Would it be possible, maybe not today 

but in the future, to provide more granularity in terms of net increase in space and the potential 

rental loss on those projects? How much effectively is a shadow pipeline or are you taking the 

existing asset offline to redevelop? Again, what is then the net new pipeline? By the way, it is 

a very impressive number, so congratulations! 

Bernd Stahli – CEO NSI: I fully understand your question. If and when we can we will provide 

more details. I think it is not unrealistic to assume that the € 150 million of book value that we 

are relating to, relates to income-producing assets today, which you can assume generates a 

yield more or less in line with the yields that we have in our portfolio on average today. So yes, 

the moment you start a project there will be an income impact as an asset goes offline for 

some time. We start to capitalise interest and then you start to replace it with a much larger 

asset with the new income profile. As we are still in negotiations and in discussions, it is not 
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the right time to give granularity. Once projects are confirmed in detail we will certainly give 

you more. 

Alban Lhonneur – BMO: Okay, thanks. That is very clear. I have a last question. How much 

of the pipeline in million euros or number of assets would be potentially viable to implement 

the HNK concept in terms of allocation? 

Bernd Stahli – CEO NSI: Do you mean in terms of the office portfolio that we have today? 

Alban Lhonneur – BMO: In terms of the EUR 850m pipeline, how many of these locations 

could be partially HNK? 

Bernd Stahli – CEO NSI: It could be part of our Laanderpoort project that we are currently 

discussing with ING and for the others it is still open for debate. I think it is going to be more 

than just the Laanderpoort project but that is still something that we are discussing. 

Alban Lhonneur – BMO: Great. Thank you very much.  

 

• Herman van der Loos – Degroof Petercam  

Just a follow-up question on the pipeline because it is obviously true […] in NSI. First of all, 

can we assume from the previous question that the yield of cost, an aggregate yield on cost 

could be estimated at 5-6%? 

And then a question on definition: what is the difference between a definition phase and 

exploration phase? 

Bernd Stahli – CEO NSI: If you look at the presentation, the yield average that we are 

introducing is between 6 and 6.5. In my answer to Jaap I said it is to the higher end of that 

range at this point in time. I will ask Anne to talk you through the differences in phases between 

indicative and definition.  

Anne De Jong – CIO NSI: It will be clear that the most important thing has to do with how far 

we are in discussions with local municipality. To be honest, if you look at exploration, these 

are two assets we have good discussions with local municipality but the amount of square 

metres is still uncertain. They are willing to allow additional square metres but how much is still 
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a big question. Looking at the definition phase, this means we are further on in finding out how 

far we are in the programme and realising square metres as mentioned. It is a second step. 

The first step is finding out and the second step is defining. That is the small definition.  

Herman van der Loos – Degroof Petercam: Thank you. 

 

Dirk Jan Lucas – IR NSI: As there are no more questions, thank you all for listening in. If you 

have any further questions, please do not hesitate to give me a call or send me an email. We 

will see many of you in the next coming days. Hope to see you soon, goodbye!  

___ 

End of call  

  

 


