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Born to fly
•

Making waves in Bangkok

•

CapitaLand and family of REITs are well positioned to
weather market uncertainties

•

Be ready to pounce on opportunities; its REITs remain
on an acquisition path

Showcasing the best of CapitaLand and its family of
REITs in Bangkok. In August, we hosted the third U759
instalment
of our annual investor outreach conference in Bangkok for the
enlarged CapitaLand (CAPL) Group. Post consolidation with
Ascendas-Singbridge (ASB), CAPL has eight managed REITs
under its umbrella. Apart from the ongoing merger between
Ascott Residence Trust (ART) and Ascendas Hospitality Trust
(AHT), discussions were generally focused on current market
uncertainties, M&A opportunities, and scope for further
portfolio reconstitutions.
U759

Ability to capitalise on market opportunities. The merger
between ASB and CAPL drives value manifold. Apart from a
25% increase in AUM, CAPL benefits from gaining a portfolio
that has lower cyclicality to business cycles. These enhanced
U759
characteristics should drive returns higher. Catalysts for rerating include delivery of ROE of 10% on the back of (i)
improved and expanded earnings base, (ii) revaluation gains on
stronger cashflows for its investment properties, and (iii) gains
following divestments of up to S$3.0bn p.a.
REITs with resilience to hedge against market uncertainties.
While investors’ sentiment has remained soft given the
subdued macro outlook, we believe that CAPL-managed REITs
are well positioned to overcome these macro headwinds. The
group’s retail-focused REITs (CMT, CMMT, CRCT) offer
resilience in the midst of regional uncertainties given their
positioning mainly in the resilient suburban sector, while A-REIT
and AIT continue to ride on the robust fundamentals in the
business parks and IT parks sector in Singapore and India.
Portfolio renewals to drive income sustainability.
Ongoing repositioning and enhancement initiatives has
enabled CCT to gain a competitive edge to ride the next office
cycle, as well as offer sustainable earnings. Investors can look
forward to the proposed bigger ART-AHT combination which
in our view should drive increased flows into the stock while
potential indexation could drive further upside.
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CapitaLand Limited (CAPL)
Gaining access to a more diversified platform with more scale.
The merger with Ascendas-Singbridge (ASB) has brought a
complimentary portfolio to CAPL. CAPL has gained from a
25% increase in real estate assets under management (AUM)
to S$129.1bn as of 1H19. More importantly, we see increased
stability from ASB’s portfolio of warehouses and business
parks which have on average longer weighted average lease
expiry (WALE), thus improving the income stability for the
group. The group’s earnings profile now has less volatility to
business cycles, which in our view will drive share prices
higher.
U759

Hitting its ROE target of 10%. A key strategy of the group is
to achieve a sustainable ROE target of close to 10% and
efficiently allocate its capital to its funds/REITs. The group has
been quick to execute on its strategy to deleverage its balance
sheet and in 1H19, divested or in the process of divesting
S$3.4bn (100% basis) of assets, ahead of its annual target of
S$3.0bn. There is still a myriad of opportunities for the group
to realise value through its REITs and private funds which, in
the meantime, will continue to drive inorganic growth and will
be accretive to both.

Tier 1 and Tier 2/other cities respectively. While concerns
remain on the impact of e-commerce in China disrupting retail
malls, we are seeing increased recent trend of online players
taking up a physical presence in malls. This could imply that
online players recognise the value of having an offline
presence as well. That said, these online players have been
selectively looking to set up and expand their presence in
malls. Given the carefully curated tenant mix and with
properties located at key residential districts or CBD locations
mainly in Tier 1 and 2 cities across China, we believe that
CAPL’s portfolio stands tall to benefit from this trend going
forward.
Private funds and REITs offer a scalable business. The funds
management business is highly scalable and one of the key
focus of AUM growth for CapitaLand Financial. We see CAPL,
as Sponsor for its managed REITs, supporting its growth
through seeding with new potential acquisition pipelines and,
at the same time, launching a suite of new private equity
funds to target third party capital. Over time, the higher AUM
will generate recurring management and promotion fees
which are highly ROE accretive in our view.
U759

Its residential business segment (China, Malaysia and Vietnam)
continues to see strong pre-sales during launches.
Unrecognised revenues of RMB 18.3bn (S$3.8bn) in China and
S$726m in Vietnam underpin earnings visibility in the next 18
months.
Retail in China is turning around. The group’s retail properties
in China continue to see improvement in tenant sales, thus
driving yield improvements of 2.3% and 12.2% for malls in

Scaling up in Vietnam and India. Building on the positive sales
momentum at its residential projects in Vietnam, management
remains positive and sees significant opportunities to scale up
its business and targets for capital allocation to Vietnam over
time. India is also a country where management sees the
potential to scale up over time, riding on the robust
fundamentals in the demand for outsource (IT parks) and
logistics, driven by robust demand for warehousing space post
the implementation of goods and services (GST) tax.
U759

U759

Projected ROE Growth (%)
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Selected properties that could be divested to REITs/funds over time
Key Assets

Asset Class

Country

Potential Entity

CUR

Stake

LC$'m

S$'m

Est Yield

U.S. Office Portfolio

Commercial

U.S.

IPO / AREIT

US$

100%

950

1,283

6.0%

U.S. Multi-Family Portfolio

Lodging

U.S.

IPO / ART

US$

100%

845

1,141

6.3%

Raffles City Beijing

Retail

China

CRCT

RMB
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3,263
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5.0%

Raffles City Shanghai
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5.0%
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Ion Orchard
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Singapore
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S$
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Star Vista
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1,630
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5.5%-6.0%

Source: CAPL, DBS Bank
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Ascendas REIT (A-REIT)
Portfolio metrics remain resilient despite slowdown. While the
Manager is seeing tenants taking a more cautious stance in
recent quarters, we believe that the REIT’s diverse exposure
puts it in a good position to deliver earnings resilience despite
an expected slowdown. Forward guidance is for rental
reversions to remain flattish. That said, A-REIT continued to
deliver respectable rental reversion of c.1.8% for the quarter
ended June-19. Business parks/science parks and hispecifications properties delivered the highest rental
reversions. We believe that demand would remain stable
going forward as these properties target tenants in the
higher-end manufacturing sectors like IoT,
advanced
U759
manufacturing firms, biomedical companies where there is still
good expansionary demand.
At this point, A-REIT has yet to see any substantial increase in
demand coming from firms looking to relocate operations out
of China into ASEAN (specifically Singapore). Over time, we
believe higher end manufacturing firms (regional HQ, R&D
firms, advanced manufacturing lines etc) could be attracted to
relocate to Singapore given its highly qualified workforce, inplace infrastructure and eco-systems to attract them.
Introducing flexible workspaces in Industrial. The Manager has
started an innovative project called Workshop at Techplace II
in Singapore and looks to replicate this to selected industrial
Net Property Income Growth (S$ m)

Acquisitions to drive material growth in AUM. A-REIT
continues to remain on the hunt for assets and is looking at
deepening its exposure in the UK and Australia. The
uncertainty of Brexit has not materially impacted demand yet
but the Manager has noted that decision making from
existing tenants to renew/expand is taking more time to firm
up. Looking at the Sponsor’s pipeline, we believe that A-REIT
may look to acquire either (i) portfolio of business parks in
Singapore; or (ii) suburban office properties currently on
CAPL’s books. The combined pipeline amounts to over
S$2.0bn, according to our estimates.
Cost of funds. Given its strong credit rating and active capital
markets management, A-REIT has managed to keep cost of
funds stable at c.3.0% over the past few years despite the
U759
rising interest rate environment
and terming out its debt
expiry profile to 3.5 years.

Breakdown of Investment Property Value (S$11.1bn)
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properties in its portfolio. Catering mainly to start-ups and
smaller firms in the industrial sector, take-up has been
encouraging with occupancy rates >80%. We like this
innovative concept as it helps to address “sticky vacancies” at
selected properties, in our view. Longer term, this a scalable
strategy to introduce flexible workspaces across its portfolio
over time.
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Ascendas India Trust (AIT)
India – the global offshoring hub. Ascendas India Trust (AIT)
offers investors a unique exposure to the robust demand
growth for office / IT Parks and logistics properties across key
cities in India. We continue to see strong demand from firms
in the IoT, and technology sectors as they grow their
operational footprint in India. One of the key drivers for this
offshoring trend is underpinned by the country's low-cost
environment coupled with talent, especially in the IT sector.
According to PayScale, the average salary for IT/software
developers or programmers in India stands at US$6,000 p.a.
which is below that of other competing and/or developed
countries such as the US (c.US$74,000), Hong Kong
(c.US$28,000), and Malaysia (US$11,000).
U759

Steady operating metrics. AIT’s portfolio in 1QFY20 has
continued to improve on a q-o-q basis. We note that this was
driven by higher physical occupancies at aVance Pune
(formerly BlueRidge II; 98% versus 78% in 1Q19) and ITPB
(99% versus 94%). Overall portfolio committed occupancy
now stands at 99%.
U759
U759

Acquisitions and strong organic growth to power distributions
forward. We remain excited on AIT’s longer term growth

Net property income and distribution growth

potential. AIT recently announced a forward purchase
agreement to acquire BlueRidge 3, and a seventh warehouse
at the Arshiya Free Trade Warehousing Zone. Combined with
previously announced forward purchases and redevelopment
plans, total floor area should increase by 71% to 22.3m sqft
by end-2023. In the near term, AIT has ample debt-funded
capacity to fund its capital commitments but could tap the
market for new equity in the future.
Furthermore, we see robust organic growth momentum based
U759
on recent transacted rents for AIT’s various properties, which
are 5-31% higher than current effective rents for similar
properties. These factors should help AIT deliver robust 10%
DPU CAGR over the next three years.
Competitive cost of funds. An advantage for AIT is that it has
been able to tap overseas debt capital markets, keeping its allU759 lower at c.6.2%. This competitive funding structure
in cost
allows AIT to execute on its unique “land-banking” strategy,
which allows to trust to gain access to quality development
projects. Keeping 67% of its debt in INR, the trust has also
been conservative in keeping an optimal natural hedge ratio.

Transacted vs effective rents (%)
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S $ 'm

35%

250.0

30%
200.0

31%

25%

150.0

20%

15%

100.0

13%

10%

50.0

10%

5%

5%

FY19

FY20
NPI

FY21

FY22

8%
U759

5%

0%
ITPB

Distributable income

ITPC

CyberVale

CyberPearl

The V

aVance

U759

Source: DBS Bank

Source: DBS Bank

P/NAV

Yield Spread
Y ield Spread vs 10 year bond
14.0%

P/NAV Multiple (x)
2.5

12.0%
2.0

10.0%
1.5

8.0%
6.0%

1.0

4.0%
0.5

2.0%

0.0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
AIT P/BV

Source: DBS Bank

Mean

+1 SD

-1 SD

0.0%
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

AIT Yield Spread

Mean

-1 SD

+1 SD

Source: DBS Bank

Page 5

Industry Focus
CapitaLand Group

U759
U759

Ascott Residence Trust (ART)
En route to be the largest hospitality Trust in Asia Pacific with
total assets of S$7.6bn. In Jul-19, ART announced the
proposed S$1.9bn merger between ART and Ascendas
Hospitality Trust (AHT) with a gross exchange ratio of 0.836x.
The merger will propel ART’s position to be the largest
hospitality trust in Asia Pacific with combined total assets of
S$7.6bn, overtaking Regal Reit and Japan Hotel Reit. Both
companies are expected to hold their EGMs in Oct-19 and
target to complete the proposed merger by Dec-19.
The new combined ART will have 14 additional properties,
giving the trust a total of 88 properties with more than 16k
units from 11.7k units previously. As AHT’s properties
comprise largely freehold properties, the combined ART’s
U759
freehold component will increase by 8% to 61%.
Next catalyst from potential inclusion into FTSE EPRA Nareit
Developed Index in 1H2020. Upon the completion of the
proposed merger, the new ART will meet the criteria for
potential inclusion into FTSE EPRA Nareit Developed Index
U759
given that i) free float will increase by c.50% to S$2.4bn
(vs
DPU Growth profile

Potential headwinds with a larger Australian portfolio. While
ART will benefit from a higher
U759proportion of income stability
with AHT’s master leases (52% of AHT’s NPI) which will
increase the new ART’s stable income component to 46%
from 39%, ART will also triple its exposure to Australia to 18%
from 3% of NPI. Given the heightened supply concerns
(addition of 7k new rooms to be completed over the next 4
years) in the Australian market especially Melbourne and
Sydney coupled with that AHT’s Australian portfolio comprises
U759
of all management contracts, we believe ART may see
potential headwinds as the Australia market continues to
soften in the near-to-medium term.
Income contribution by contract type (FY18/19 pro
forma)

8.00

St able income
portfolio 46%

7.80
7.60

DPU (Scts)

U759

threshold for index inclusion at S$1.7bn), and ii) EBITDA
contributions from developed markets will increase from 75%
to 82%. Indications are that it could likely be included in
1H2020. We remain positive that the possibility of indexation
will likely keep ART within the investment horizon of many
institutional investors, include index funds which will result in
higher trading liquidity and yield compression in the REIT over
time.

M an agement
c ontracts ,
54%

7.40

M aster Lease,
36%

7.20
M CM GI, 10%

7.00
6.80

U759
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FY2019F

FY2020F
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Source: DBS Bank

* MCMGI = Management Contracts with Min Guaranteed income
Source:
U759 DBS Bank
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Ascendas
Hospitality Trust (AHT)

Australia hotels continue to see supply headwinds. AHT’s
hotels in Sydney and Melbourne recorded RevPAR decline of
2.2% y-o-y in most recent quarter (1QFY20) on an aggregate
basis. Supply headwinds would continue to impact both
occupancy and ADR. Despite the challenges, the performance
of Pullman Sydney Hyde Park improved on the back of
stronger conference and events business in 1QFY20.
Management expects Sydney and Melbourne markets to
remain soft in the medium term but believes that Brisbane may
be on a recovery trend given that the supply peak has passed.
U759

Japan hotels to ride on major events in 2019 / 2020; Korea
benefiting from strong inbound tourism. Despite some
upcoming new supply in Tokyo and Osaka ranging from 2% to
5% p.a. up to FY2022, management remains optimistic of the
Japan market riding on major events lined up in 2019 / 2020
including i) Rugby World Cup 2019, ii) Olympics 2020, iii)

Nintendo World, a new them park opening in Universal
Studios Japan in 2020. On the other hand, Korea is benefiting
from strong inbound travel growth of 16.9% as demand from
China recovers.
U759

Bigger platform presents opportunities for economies of scale
and portfolio repositioning for the future. With the proposed
merger, unitholders of AHT will be able to leverage on a bigger
hospitality platform under ART and its Sponsor, The Ascott
Group. With management contracts of its Australian portfolio
expiring in 3 years, AHT’s Australia hotels could be rebranded
into the Ascott group brand, presenting opportunity to benefit
from economies of scale. In addition, with the current weak
market in Australia, the new combined entity could take this
opportunity to reposition its Australian properties for the
future when the market turns more positive.

U759

DPU Growth Profile

Income Contribution by Contract Type (FY18/19)
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CapitaLand Commercial Trust (CCT)
U759

Healthy rental reversions with lowest expiring rents in FY2020.
CCT continues to enjoy healthy rental reversions as average
expiring rents are at its lowest level at S$9.60psf in FY2020
since the office upcycle started in 2018. The current average
Grade A office market rent in 2Q2019 is S$11.30psf. As such,
average rental reversions could still be in the double digit - at
least 18%, if rents remain sustainable or continue to rise. The
expiring leases are mainly from CapitaGreen, Six Battery Road
and Asia Square Tower 2 which are newer buildings except
for Six Battery Road which we believe CCT should have
minimal risk in renewing or replacing the leases.
U759

Despite a slight pick-up in office supply from FY2020F to
FY2022F, we believe office rents could continue to remain
elevated given that the level of new supply remains conducive
to meet market demand. The planned new office completions
averaging c.0.8m sqft per annum (based on a 5-year forecast)
is comparable to the average demand of 0.8m sqft per annum
U759
(10-year
cycle from 2009 to 2018). However, an emerging risk
is a further slowdown in economic growth, which might clip a
further acceleration in market rents.
Expanding overseas exposure with second acquisition in
Germany - Main Airport Centre. CCT announced its second
acquisition in Germany with the acquisition of 94.9% stake in
Main Airport Centre. The acquisition is priced at 4% yield
based on committed occupancy of 90%. Management
expects yield upside as occupancy heads higher. The long
WALE of 4.7 years will improve income stability as it rides
through some transitional downtime from expected AEIs.

Redevelopment to drive earnings growth from FY2021. There
are currently three redevelopment / refurbishment plans to U759
improve the quality of its portfolio to drive earnings growth
upon completion in FY2021 / FY2022. These are: i)
redevelopment of Golden Shoe car park into a Grade A office
building, CapitaSpring, which is expected to complete by
1H2021 with committed lease of 25%; ii) upgrading 21
Collyer Quay, which will be leased to WeWork for 7 years
from 2Q2021; and iii) Six Battery Road’s AEI comprising the
podium block and 8 levels of office space which is expected to
complete by 3Q2021.
Pipeline assets for potential inorganic growth. In addition,
CCT continues to look for inorganic growth opportunities
both in Singapore and overseas. Given its entry into the
commercial property sector in Germany, management plans
to expand its overseas exposure to potentially up to c.20%,
diversifying its geographical exposure and enhancing its
portfolio’s income resilience. In Singapore, potential pipeline
assets from its Sponsor include i) call option to acquire the
U759
remaining 55% of CapitaSpring; and ii) 79 Robinson
Road
(also known ass ASB Tower). Overseas assets include i) Japan
commercial portfolio (4 buildings) with total NLA of 107k
U759
sqm; and
ii) Korea commercial portfolio (4 buildings and 1
development project) with total GFA of 118k sqm.

Lease Expiry Portfolio vs Average Expiring Office
Rents
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DPU Growth Profile

With the second acquisition in Germany, contributions from
German assets will increase from 5% to 8% of NPI and
property value, which further improves its income stability.

21F

Source: DBS Bank
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CapitaLand Mall Trust (CMT)

Post-acquisition, Westgate has delivered some of the best
rental reversions compared to CMT’s existing portfolio, driven
mainly by initiatives to improve shopper accessibility and
U759
experience, as well as active tenancy remixing. Funan also
delivered commendable performance on the pre-leasing front,
with committed occupancies of 95% and 98% for its retail
and office blocks, respectively.
We understand that actual occupancy for the retail podium
was over 80% during its launch weekend. Meanwhile, the
office portion will only begin to contribute more meaningfully
in the coming months as physical occupancy ramps up,
further anchoring earnings momentum into FY20F.
Supply factors swinging in landlords’ favour. 2019 has proved
to be a defining year for Singapore’s retail scene, as new
mega mall launches introduced bumper supply into the
market, led primarily by Funan in the downtown core region
and in the Eastern region, CAPL’s iconic Jewel Changi and
Lendlease’s PLQ Mall, which has recently completed.
Despite the onslaught of new supply, leasing conditions
appear to have picked up over the past twelve toU759
eighteen
months. In addition to strong take-up at new malls, we have
seen an uptick in signing rents and improved tenant sales
performances across CMT’s portfolio. CMT is often viewed by
investors as a proxy to Singapore’s retail space outlook owing
to the REIT’s more balanced prime/downtown vs suburban
market exposure.
Twin Engines Driving NPI Growth at 5.8% CAGR

Net Property Income
(S$ m)

U759

One of the fastest growing retail S-REITs. The acquisition of a
remaining 70% stake in Westgate at end-2018 and the recent
relaunch of Funan on 28 Jun 2019 has thrust
CMT back under
U759
U759
the spotlight as one of the faster-growing large-cap
S-REITs
with a 2-year DPU CAGR of over 3.0%.

While novelty factors could result in temporary shift in
shopper trends, particularly for malls in the East, the limited
supply pipeline of new retail floorspace bodes well for the
general leasing environment and rent prospects ahead.
Value creation journey has only just begun; AEIs to further
build on CMT’s premium positioning. Amid the
redevelopment of Funan, the Manager has also taken on
several concurrent portfolio reconstitution and enhancement
opportunities. Notable initiatives over the past year include
rejuvenation works at Tampines Mall and recycling of
proceeds from the divestment of Sembawang Shopping
Centre into Westgate, that subsequently underwent a series
of improvement works. The more efficient layout is set to
strengthen the mall’s competitiveness over the long-term, and
in just a matter of months, has translated into higher rents.
CMT’s value creation story has only just begun - and remains
a core part of the group’s strategic focus. In 3Q19, CMT
embarked on infrastructure works for two of its anchor
tenants at Lot One Shoppers’ Mall, which should contribute
positively to space and sales productivity upon completion.
Riding on this theme, we believe the next wave of organic
growth for CMT will likely come from larger-scale
redevelopment opportunities, spurred by incentive schemes
under URA’s proposed 2019 masterplan - which would accord
qualifying properties with additional GFA, for instance. While
the Manager has identified a few properties that could benefit
from these schemes (IMM could be one), they have yet to
U759
U759 details pending approval from the relevant
provide further
authorities. While this will take time to unfold, we see this
potential development as highly transformational for CMT
U759
over a three to five-year
horizon.

Recovery in Rental Reversions*
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CapitaLand Malaysia Mall Trust (CMMT)
Cautious tone on Klang Valley malls. The focus during our
meetings was on operating conditions in the Klang Valley
area, which the Manager acknowledged to remain
challenging in the face of oversupply of mall space. We
understand that approximately 7m sqft of pipeline retail mall
space will be added progressively over the next few years,
which will bring total NLA of shopping malls in Klang Valley
U759
nearly 30% higher from c.24m sqft currently.
Occupancy at The Mines dropped 8ppts to 80.1% in 2Q19
following the departure of anchor tenant and supermarket
operator Giant. The mall also turned in negative rental
reversions of c.14.9%, mainly due to strategies aimed at
raising underlying occupancy. The situation at Sungei Wang is
similar, occupancy has fallen to c.75% from its peak of over
90% in 2014 when adjoining mall Bukit Bintang Plaza was still
in operation.

U759

But dominant malls continue to shine. Overall, CMMT’s
portfolio occupancy was fairly healthy at c.90.9% (though
lower q-o-q from 92.5% in 1Q19), anchored mainly by its
flagship assets Gurney Plaza in Penang and East Coast Mall in
Kuantan, which we believe are leading malls in their
respective sub-markets. These two malls in aggregate
contributed c.75% of 2Q19 portfolio NPI and should continue
to shine – particularly Gurney Plaza, whose premium
positioning has proven to be popular with both tourists and
locals alike.
Rental reversions for Gurney Plaza averaged 3.3% in 1H19
and while headline reversions for East Coast Mall posted a
7.0% decline, which was mainly tactical in nature following
NPI Yield on a Bottoming Trend

the amalgamation of two shop lots, and would have
otherwise been positive.
Going forward, plans to bring its F&B component up to 30%
of Gross Rental Income (GRI), in line with global trends, from
c.20.1% in 2Q19 could help deflect some of the challenges
from e-commerce, which currently represents c.4-5% of retail
spending in Malaysia. Near term, we note that approximately
31.4% of CMMT’s NLA will come up for renewal in 2H19,
and with Gurney Plaza constituting the majority (c.45%) of
expiring leases, this could help drive a recovery in 2H19 rental
reversionary trends vs 1H19.
Planned AEIs to position CMMT for the long haul. Negative
impact arising from the ongoing AEI for Jumpa (NLA of
c.112,000 sqft) at Sungei Wang Plaza has been largely
reflected in 2Q19 DPU but is poised for a turnaround from
end-3Q19 as ongoing works near completion. While preleasing commitment is estimated to be c.65%, we expect
interest from prospective tenants to increase given its
favourable location along the premier shopping belt, which
should see occupancy heading back above 80-85% in the
U759
U759
near-term, according to management.
Beyond Sungei Wang Plaza, there are plans to launch a value
enhancement initiative for Gurney Plaza in late 2H19, which
includes the reconfiguration of shop lots at level four to create
a new food street (from home furnishing previously). The
Manager is optimistic that the improved offerings would
enhance the value proposition and growth profile of its crown
jewel over the long-term.

Sungei Wang a Temporary Drag on NPI Yield Amid
Ongoing AEI

Net Property Income RMm (LHS)
Net Property Yield (%) (RHS)
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CapitaLand Retail China Trust (CRCT)
Focus back to core Tier 1 and 2 cities following successful
CapitaMall Wuhu divestment. CRCT’s assets are largely
located in Tier 1 and 2 provincial capital cities - each serving a
unique catchment area and generally well-connected via
major transportation links. Underlying tenancies are tailored to
the unique demographic profiles of each catchment area.

While e-commerce in China gained higher market share in
2018, expanding 3.4% y-o-y to 18.4%, physical channels still
continued to dominate. The expansion of online retailers like
Alibaba into physical space further illustrates the importance
of having a balanced online-to-offline strategy and by
extension, continues to underscore the relevance of brick-andmortar concepts in modern consumerism.

The
U759 Beijing (Tier 1) properties, though fairly mature, helps
augment DPU stability, and should continue to do well on the
back of limited new supply around the third and fourth ring
roads. Meanwhile, the group’s less mature assets in Tier 2
U759
cities
should continue to benefit from higher capital inflows as
international brands venture out and expand their retail
footprint to capture positive demographic trends in these new
geographies. Likewise, the group’s three newly acquired
properties - CapitaMall Xuefu, CapitaMall Aidemengfun and
CapitaMall Yuhuating - will provide CRCT access into the
Harbin and Changsha regions come 3Q 2019.
Going forward, contributions from Tier 1 cities should
continue to dominate as CRCT maintains a disciplined
approach towards AUM expansion and DPU growth. The
gravitation towards dominant assets in higher growth markets
is also likely to remain a recurrent theme going forward,
which offers a balance between stability and growth.
Rising above e-commerce challenges. Apart from RMB
volatility, discussions on the retail landscape were mainly
centered around the slowdown in headline retail sales growth
in China and e-commerce related challenges.
To smoothen out exchange rate volatilities, we understand
that at least 50% of distributable income is typically hedged
forward by six months. Next, while the Manager observed
that headline retail sales growth of c.6% in 2018 was notably
lower compared to the double-digit levels delivered five years
U759
U759 drawn to the enlarged retail sales base of
ago, attention was
approximately RMB38.1 tn in 2018 - an expansion of nearly
60% since 2013, which is commendable.

CRCT’s portfolio of favourably located and well-managed
malls positioned to necessity shopping have proven to fare
better in this regard. Coupled with the introduction of more
experiential-based concepts, shopper engagement initiatives,
targeted tenant repositioning exercises and active tenancy
adjustments, have enabled CRCT to rise above e-commerce
headwinds and deliver growth. This is evidenced by the
group’s strong tenant sales growth of 6.7% y-o-y for 1H19
and positive rental reversion of c.7.5%.
U759

U759

Replication of Rock Square success story, M&A to supercharge
growth. Proactive tenant remixing and repositioning
opportunities post the Rock Square acquisition have translated
into consistent double-digit rental reversions, ranging
between 15.1% to 29.3%. The 26% y-o-y growth in tenant
sales bodes well for sustainability of rents, and further
demonstrates the Manager’s ability to identify lucrative M&A
opportunities and extract lasting value. CRCT is likely to
employ a similar strategy for its three newly acquired
properties, which should feature positively in rental reversions
and DPU growth over the medium term.
Management is keen to acquire especially assets with growth
potential in tier 1 and 2 cities, which implies that scope for
asset enhancements will remain a key factor when evaluating
acquisitive opportunities that may arise in future. Meanwhile,
from a geographical perspective, priority is likely to remain
with provincial cities with positive demographic trends,
particularly cities where the Sponsor already has a presence.
Riding on robust demand fundamentals and visible organic
growth catalysts - which coupled with selective value-accretive
M&A opportunities, could supercharge CRCT’s growth in the
years ahead.
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Execution on Organic and Inorganic Growth Catalysts
to Drive Record DPUs

Gearing Profile: Headroom Remains
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DBS Bank recommendations are based on an Absolute Total Return* Rating system, defined as follows:
STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)
HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)
FULLY VALUED (negative total return, i.e., > -10% over the next 12 months)
SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame)

*Share price appreciation + dividends
U759

Completed Date: 6 Sep 2019 08:06:38 (SGT)
Dissemination Date: 6 Sep 2019 08:45:31 (SGT)
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Sources for all charts and tables are DBS Bank unless otherwise specified.
GENERAL DISCLOSURE/DISCLAIMER
This report is prepared by DBS Bank Ltd. This report is solely intended for the clients of DBS Bank Ltd, its respective connected and associated
corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any means or (ii)
redistributed
without the prior written consent of DBS Bank Ltd.
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The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS
Bank Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively,
the “DBS Group”) have not conducted due diligence on any of the companies, verified any information or sources or taken into account any other
factors which we may consider to be relevant or appropriate in preparing the research. Accordingly, we do not make any representation or
warranty as to the accuracy,
completeness or correctness of the research set out in this report. Opinions expressed are subject to change without
U759
U759
notice. This research is prepared for general circulation. Any recommendation contained in this document does not have regard
to the specific
investment objectives, financial situation and the particular needs of any specific addressee. This document is for the information of addressees
only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate independent legal or financial
advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit)
arising from any use of and/or reliance upon this document and/or further communication given in relation to this document. This document is not
to be construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons
associated with any of them may from time to time have interests in the securities mentioned in this document. The DBS Group, may have
positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and
other banking services for these companies.
Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can
be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments.
The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed, it may
not contain all material information concerning the company (or companies) referred to in this report and the DBS Group is under no obligation to
update the information in this report.
U759

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned
schedule or frequency for updating research publication relating to any issuer.
The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on
which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual
results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED
UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that:
(a) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and
(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk
assessments stated therein.
Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.
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Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the
commodity referred to in this report.
DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any public
offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does not engage
in market-making.
U759
ANALYST CERTIFICATION
The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the
companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her
compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s)
primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate1 does not serve as an officer of the
issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real
estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the
management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for the content of this research report or
his associate does not have financial interests2 in relation to an issuer or a new listing applicant that the analyst reviews. DBS Group has
U759
procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in connection with the production of
research reports. The research analyst(s) responsible for this report operates as part of a separate and independent team to the investment
banking function of the DBS Group and procedures are in place to ensure that confidential information held by either the research or investment
banking function is handled appropriately. There is no direct link of DBS Group's compensation to any specific investment banking function of the
DBS Group.
U759

COMPANY-SPECIFIC / REGULATORY DISCLOSURES
U759
1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS'') or their subsidiaries and/or other affiliates have
proprietary positions in Ascendas Hospitality Trust, Ascendas REIT, Ascott Residence Trust, CapitaLand, CapitaLand Commercial
Trust, CapitaLand Mall Trust, CapitaLand Retail China Trust recommended in this report as of 31 Jul 2019
2. Neither DBS Bank Ltd nor DBS HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research
Report.
3. DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates have a net long position exceeding 0.5% of the total issued
share capital in Ascendas Hospitality Trust, CapitaLand Retail China Trust recommended in this report as of 31 Jul 2019
4. DBS Bank Ltd, DBS HK, DBSVS, DBSVUSA or their subsidiaries and/or other affiliates beneficially own a total of 1% of any class of
common equity securities of Ascendas Hospitality Trust as of 31 Jul 2019
Compensation for investment banking services:
5. DBS Bank Ltd, DBS HK, DBSVS their subsidiaries and/or other affiliates of DBSVUSA have received compensation, within the past 12
months for investment banking services from Ascendas REIT, CapitaLand Mall Trust as of 31 Jul 2019
6. DBS Bank Ltd, DBS HK, DBSVS their subsidiaries and/or other affiliates of DBSVUSA, within the next 3 months, will receive or intend
to seek compensation for investment banking services from CapitaLand Retail China Trust as of 31 Jul 2019
7. DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA
have managed or co-managed a public offering
U759
of securities for Ascendas REIT, CapitaLand Commercial Trust, CapitaLand Mall Trust, CapitaLand Retail China Trust in the past 12
months, as of 31 Jul 2019
8. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of
securities as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons
wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any
security discussed in this document should contact DBSVUSA exclusively.

1

An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of
which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person
accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2

Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an issuer or a
new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term
does not include commercial lending conducted at arm's length, or investments in any collective investment scheme other than an issuer or new
listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new listing applicant.
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Disclosure of previous investment recommendation produced:
9. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates may have published
other investment recommendations in respect of the same securities / instruments recommended in this research report during the
preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment
recommendations published by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other
affiliates in the preceding 12 months.

RESTRICTIONS ON DISTRIBUTION
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of
General
or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use
would be contrary to law or regulation.
Australia

This report is being distributed in Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian Financial
Services Licence no. 475946.
DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services Licence under the
Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS Bank Ltd and DBSVS
are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK is regulated by the
Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from Australian laws.
Distribution of this report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong

This report has been prepared by a person(s) who is not licensed by the Hong Kong Securities and Futures Commission
to carry on the regulated activity of advising on securities in Hong Kong pursuant to the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong). This report is being distributed in Hong Kong and is attributable to
DBS Bank (Hong Kong) Limited, a registered institution registered with the Hong Kong Securities and Futures
Commission to carry on the regulated activity of advising on securities pursuant to the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong).

For any query regarding the materials herein, please contact Carol Wu (Reg No. AH8283) at dbsvhk@dbs.com
Indonesia

This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia

This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received
from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection
with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report
are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their
U759 and associated corporations, affiliates, their directors, officers, employees, agents and parties
respective connected
related or associated with any of them may have positions in, and may effect transactions in the securities mentioned
herein and may also perform or seek to perform broking, investment banking/corporate advisory and other services for
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the subject companies. They may also have received compensation and/or seek to obtain compensation for broking,
investment banking/corporate advisory and other services from the subject companies.
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Page 18

U759

Industry Focus
CapitaLand Group

Singapore

This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn
No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by
the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective
foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the
Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited
Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the
report to such persons only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 6327
2288 for matters arising from, or in connection with the report.

Thailand

This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.

United
Kingdom

This report is produced by DBS Bank Ltd which is regulated by the Monetary Authority of Singapore.
This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is
authorised and regulated by the Financial Conduct Authority in the United Kingdom.
In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in
any form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communication is
directed at persons having professional experience in matters relating to investments. Any investment activity following
from this communication will only be engaged in with such persons. Persons who do not have professional experience in
matters relating to investments should not rely on this communication.

Dubai
International
Financial
Centre

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at units 608 - 610, 6th Floor,
Gate Precinct Building 5, PO Box 506538, DIFC, Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated
by The Dubai Financial Services Authority. This research report is intended only for professional clients (as defined in the
DFSA rulebook) and no other person may act upon it.

United Arab
Emirates

This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as
defined in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for
information purposes only and should not be relied upon or acted on by the recipient or considered as a solicitation or
inducement to buy or sell any financial product. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situation, or needs of individual clients. You should contact your
relationship manager or investment adviser if you need advice on the merits of buying, selling or holding a particular
investment. You should note that the information in this report may be out of date and it is not represented or
warranted to be accurate, timely or complete. This report or any portion thereof may not be reprinted, sold or
redistributed without our written consent.

United States

This report was prepared by DBS Bank Ltd. DBSVUSA did not participate in its preparation. The research analyst(s)
named on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA.
The research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a
subject company, public appearances and trading securities held by a research analyst. This report is being distributed in
the United StatesU759
by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to Major
U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified persons
as DBSVUSA may authorize. Any U.S. person receiving this report who wishes to effect transactions in any securities
U759
referred to herein should contact DBSVUSA directly and not its affiliate.
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Other
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In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified,
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.
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