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(CRT SP; CROE.SI )



Buy Pri ce a s of 29 Sep 2015



0.835



Theoreti ca l ex-ri ghts pri ce



0.790



12M TP (S$) pos t-ri ghts



0.875



Previ ous TP (S$) pre-ri ghts



0.935



Ups i de (%)



20.7



Trading data Ma rket Ca p (S$m)



434.9



Is s ued Sha res (m)



520.9



Ave Da i l y Tra ded (3-Month) Vol / Va l



0.6m / $0.6m



52 week l o / hi Free Fl oa t



$0.79 / $0.97 96.6%



Major Shareholders Ta rget As s et Ma na gement



7.4%



DBS Ba nk



6.5%
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Rating



Share Price Target Price (S$)



(S$)
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BUY



0.895
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Update on new acquisition and rights issue Acquisition of Torius Property. Croesus Retail Trust (CRT) proposed to acquire Torius Property (TP), a suburban retail mall located in Fukuoka Prefecture, Japan. The total acquisition cost of ~JPY9.4b will be financed mostly by the issuance of JPY4b 5-year specified bonds and from S$69.7m (JPY5.85b) rights issue of 22 new units for every 100 existing units. Yield accretive acquisition. The acquisition is accretive, given that the NPI yield of TP is 7.8%, higher than the average of 6.6% for CRT’s entire portfolio. There are prospects to grow TP’s NPI further. 30% of rents are variable, while the current market rents are higher than JPY6000 per tsubo while the average rents at TP are under JPY5000 per tsubo with occupancy cost at a mere 5.4%. However, the bulk of the reversion may occur only from FY2018 as the WALE of the remaining leases (excluding the anchor tenant Costco) is 3.3 years. Meanwhile, we note potential upsides as CRT is studying the potential for asset enhancement at TP. Improved diversity with stability. CRT’s dependence on Aeon Town will decrease following the acquisition, with proportion of Gross Rental Income from Aeon Town falling from 24.6% to 20.8% (using Jun 2015 figures). TP also offers a stable profile, with JPY24.5-26b annual tenant sales between 2012-2014 and has minimal competition within its trade area. The trade area has enjoyed a higher population growth and household growth than the national and prefectural average. Reduction in gearing. Gearing (using 4Q15 figures) would improve from 47.3% to 46.5% following the rights issue and acquisition. The expected interest cost from the 5-year specific bonds is 0.95% p.a. Maintain BUY with unchanged TP. While we are expecting a higher FY16F ~10% yield post-rights with reduced gearing, we think that the share price in the near-term may be pressured as new equity is required in a risk-off market. Hence, we keep our pre-rights TP of S$0.935 unchanged. Our postrights TP is S$0.875, which indicates 20% upside (incl dividends). Meanwhile, we keep CRT at a BUY due to its high yield and stable profile while it benefits from a strengthening yen during a risk-off market. Financials & Key Operating Statistics YE Jun (JPY b) Revenue Net Property Income Distributable Income DPU (cents) Dividend growth (%) Div Yield (%) Net asset Borrowings BVPS (Scts) NPI Margin (%) Gearing (%) Price / Book (x)



2014* 6.3 4.0 3.2 9.0 N/A n.m. 32.4 41.2 83.4 64.3 52.5 0.9



So urce: Co mpany Data, KGI Fraser *Fro m 10 M ay 2013 to 30 Jun 2014



Please see important disclosures at the end of this publication



2015 7.6 4.7 3.4 8.1 n.m. 10.2 43.6 47.9 93.2 61.3 47.7 0.8



2016F 9.4 5.6 4.1 7.9 -2.5 10.0 48.3 52.0 83.6 59.9 47.2 0.9



2017F 10.0 5.9 4.3 7.8 -0.9 9.9 48.0 52.0 81.8 59.3 47.3 1.0



2018F 10.2 6.1 4.4 8.1 3.2 10.2 47.7 52.0 80.0 59.3 47.4 1.0
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Figure 1: Torius Property



Source: Company



Figure 2: Tenant profile at Torius Property



Source: Company



Figure 3: Dividend discount model DDM
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Model Parameter Risk free rate Beta Country risk premium



3.10% 0.805 1.05%



Market risk premium



7.00%



Cost of equity



9.58%
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Summary of Financials YE 30 Jun INCOME STATEMENT (JPY m) Gross Rental Income Other operating income Gross Revenue Property operating expenses Net Property Income Finance costs Manager's management fees Asset Manager fees Interest income Other expenses Net Income before tax and fair value changes Fair value changes Net Income before tax Income tax expense Net Income after tax Net adjustments Income available for distribution



2014* 6,261 0 6,261 (2,232) 4,029 (707) (498) (68) 2 (199) 2,559 3,784 6,343 (1,551) 4,793 (1,598) 3,195



2015 7,635 0 7,635 (2,954) 4,681 (1,004) (555) (79) 3 (86) 2,960 6,706 9,666 (2,087) 7,579 (4,221) 3,358



2016F 9,426 0 9,426 (3,778) 5,648 (1,143) (693) (97) 3 (240) 3,478 0 3,478 (451) 3,026 1,090 4,116



2017F 10,020 0 10,020 (4,074) 5,946 (1,165) (725) (103) 2 (253) 3,701 0 3,701 (478) 3,223 1,124 4,347



2018F 10,221 0 10,221 (4,156) 6,065 (1,165) (728) (105) 2 (258) 3,811 0 3,811 (490) 3,321 1,128 4,448



BALANCE SHEET (JPY m) Cash and cash equivalents Trade and other receivables Other current assets Current Assets Investment properties



2014* 2,754 708 2,883 6,346 69,870



2015 2,942 491 3,975 7,408 87,930



2016F 2,330 2,328 4,319 8,976 95,927



2017F 2,033 2,371 4,319 8,723 95,927



2018F 1,739 2,419 4,319 8,477 95,927



Other non-current assets



2,323



5,063



5,121



5,126



5,135



Non-current Assets Total assets Financial liabilities (Current) Income tax payable Trade & other payables (Current) Other current liabilities Current Liabilities Financial liabilities (Non-Current) Trade & other payables (Non-current) Other non-current liabilities Non-current liabilities Total liabilities Net Asset



72,193 78,539 386 173 885 480 1,924 40,829 1,623 1,781 44,234 46,158 32,382



92,993 100,401 647 255 1,219 659 2,781 47,204 3,250 3,580 54,034 56,815 43,586



101,048 110,024 647 255 1,683 810 3,396 51,318 3,250 3,722 58,290 61,687 48,337



101,053 109,776 647 255 1,717 827 3,447 51,318 3,250 3,737 58,305 61,752 48,024



101,062 109,539 647 255 1,750 844 3,497 51,318 3,250 3,752 58,320 61,817 47,722



2014* 6,343 707 (2) 458 (3,784) (2,661) (152) 909 (66,053) 29,404 40,305 (1,810) 67,898 2,754 0



2015 9,666 1,004 (3) 517 (6,706) (344) (924) 3,210 (11,712) 6,108 5,634 (3,101) 8,642 141 2,754



2016F 3,478 1,143 (3) 597 0 (2,028) (1,443) 1,743 (7,997) 5,307 4,000 (3,665) 5,642 (611) 2,942



2017F 3,701 1,165 (2) 662 0 (27) (1,493) 4,006 0 0 0 (4,303) (4,303) (297) 2,330



2018F 3,811 1,165 (2) 666 0 (31) (1,506) 4,103 0 0 0 (4,398) (4,398) (294) 2,033



2,754



2,942



2,330



2,033



1,739



CASH FLOW STATEMENT (JPY m) Net income before tax Finance costs Interest income Management fees payable and paid in units Fair value changes Change in working capital Change in other current assets Cash flows from operating activities Cash flows from investing activities Net proceeds from issuance of Units Net proceeds from borrowings Payment of distribution to Unitholders Cash generated from financing activities Net increase in cash & cash equivalents Beginning Cash Ending Cash
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Appendix: SREIT Peer Comparison Last Price



Market Cap



(S$)



(S$ m)



Office



Distribution Frequency



Cons/AMF DPU (cents)



Yield (%)



Current Current Next FY Next FY FY FY



S$12,901



Leverage ratio (%)



Price-tobook (x)



6.9



7.1



30.6



0.73



CapitaLand Commercial Trust Ltd



1.325



3,909



Semi-Anl



8.8



9.1



6.6



6.9



19.0



0.75



Frasers Commercial Trust



1.330



1,044



Quarter



9.8



10.0



7.4



7.5



36.8



0.85



Keppel REIT



0.940



3,008



Quarter



7.0



6.8



7.4



7.2



36.4



0.67



Suntec Real Estate Investment Trust OUE Commercial Real Estate Investment Trust



1.490



3,748



Quarter



9.9



10.1



6.6



6.8



34.7



0.71



0.640



812



Semi-Anl



4.7



5.1



7.3



8.0



37.7



NM



IREIT Global



0.620



379



Semi-Anl



NM



5.8



NM



9.3



NM



NM



Retail



6.6



6.8



32.2



0.95



CapitaLand Retail China Trust



1.345



S$19,421 1,133



Semi-Anl



10.8



11.0



8.0



8.2



28.5



0.79



CapitaLand Mall Trust



1.890



6,548



Quarter



11.0



11.7



5.8



6.2



32.1



1.03



Frasers Centrepoint Trust



1.875



1,719



Quarter



11.5



11.5



6.1



6.1



29.3



1.01



Lippo Malls Indonesia Retail Trust



0.320



894



Quarter



3.0



3.1



9.4



9.7



31.0



0.81



Mapletree Commercial Trust



1.250



2,647



Quarter



8.1



8.4



6.5



6.7



36.3



1.01



Mapletree Greater China Commercial Trust 0.910 SPH REIT 0.930



2,493 2,352



Semi-Anl Quarter



7.1 5.3



7.2 5.6



7.8 5.7



7.9 6.0



36.2 25.8



0.79 1.00



Starhill Global REIT



1,636



Quarter



5.4



5.6



7.2



7.5



35.4



0.83



0.750



Healthcare



6.0



5.9



34.1



1.30



First Real Estate Investment Trust



1.270



S$2,335 950



Quarter



8.5



8.6



6.7



6.8



32.7



1.25



Parkway Life Real Estate Investment Trust



2.290



1,385



Quarter



12.8



12.2



5.6



5.3



35.0



1.34



Hospitality



7.7



7.8



34.3



0.83



Ascott Residence Trust



1.215



S$6,064 1,875



Semi-Anl



8.5



8.8



7.0



7.2



37.6



0.89



Ascendas Hospitality Trust OUE Hospitality Trust



0.630 0.795



703 1,059



Semi-Anl Quarter



5.6 6.4



5.7 6.2



8.9 8.0



9.0 7.8



37.5 32.5



0.89 0.89



Far East Hospitality Trust



0.645



1,151



Quarter



4.8



4.8



7.4



7.4



31.3



0.67



CDL Hospitality Trusts



1.295



1,276



Semi-Anl



10.5



10.9



8.1



8.4



31.6



0.80



Industrial



7.4



7.6



33.4



1.03



AIMS AMP Capital Industrial REIT



1.340



S$15,627 850



Quarter



12.0



12.0



9.0



9.0



31.1



0.88



Ascendas Real Estate Investment Trust



2.280



5,490



Semi-Anl



15.4



15.9



6.8



7.0



33.4



1.11



Cache Logistics Trust



0.980



768



Quarter



8.4



9.0



8.6



9.2



30.7



1.01



Cambridge Industrial Trust Mapletree Industrial Trust Mapletree Logistics Trust



0.600 1.475 0.980



774 2,611 2,429



Quarter Quarter Quarter



5.1 10.6 7.6



5.2 10.9 7.9



8.5 7.2 7.8



8.7 7.4 8.1



34.4 30.6 34.1



0.89 1.11 0.97



Sabana Shari'ah Compliant Industrial Real Estate Investment Trust Soilbuild Business Space REIT Keppel DC REIT



0.755 0.800 1.010



552 746 892



Quarter Quarter Irreg



7.3 6.1 5.9



7.1 6.2 6.8



9.7 7.7 5.8



9.4 7.8 6.7



37.4 35.0 NM



0.71 1.01 NM



Viva Industrial Trust



0.730



515



Quarter



N.A



N.A



N.A



N.A



43.7



1.0



7.2



7.3



35.3



0.71



Semi-Anl



5.8



5.9



7.2



7.3



35.3



0.71



6.9



7.1



31.7



0.89



Residential Saizen REIT 32 S-REITs MASB10Y Index



S$231 0.805



231 S$56,580



Monetary Authority of Singapore



2.6 Source: Bloomberg LLP, KGI Fraser
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KGI’s Ratings



Disclaimer



Singapore



Rating



Definition KGI Fraser Research’s recommendations are based on an Absolute Return rating system.



BUY



>10% total return over the next 12 months



HOLD



-10% to +10% total return over the next 12 months



SELL






This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an advice or a recommendation with respect to such securities. This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the particular needs of any recipient hereof. You should independently evaluate particular investments and consult an independent financial adviser before dealing in any securities mentioned in this report. This report is confidential. This report may not be published, circulated, reproduced or distributed and/or redistributed in whole or in part by any recipient of this report to any other person without the prior written consent of KGI Fraser. This report is not intended for distribution and/or redistribution, publication to or use by any person in any jurisdiction outside Singapore or any other jurisdiction as KGI Fraser may determine in its absolute discretion, where the distribution, publication or use of this report would be contrary to applicable law or would subject KGI Fraser and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any registration, licensing or other requirements within such jurisdiction. The information or views in the report (“Information”) has been obtained or derived from sources believed by KGI Fraser to be reliable. However, KGI Fraser makes no representation as to the accuracy or completeness of such sources or the Information and KGI Fraser accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. KGI Fraser and its connected persons may have issued other reports expressing views different from the Information and all views expressed in all reports of KGI Fraser and its connected persons are subject to change without notice. KGI Fraser reserves the right to act upon or use the Information at any time, including before its publication herein. Except as otherwise indicated below, (1) KGI Fraser, its connected persons and its officers, employees and representatives may, to the extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit business from, the subject corporation(s) referred to in this report; (2) KGI Fraser, its connected persons and its officers, employees and representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; and (3) the officers, employees and representatives of KGI Fraser may also serve on the board of directors or in trustee positions with the subject corporation(s) referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”.) However, as of the date of this report, neither KGI Fraser nor its representative(s) who produced this report (each a “research analyst”), has any proprietary position or material interest in, and KGI Fraser does not make any market in, the securities which are recommended in this report. Each research analyst of KGI Fraser who produced this report hereby certifies that (1) the views expressed in this report accurately reflect his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of KGI Fraser or any other person, any of the Subject Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation received by each such research analyst is based upon various factors, including KGI Fraser’s total revenues, a portion of which are generated from KGI Fraser’s business of dealing in securities. Copyright 2015. KGI Fraser Securities Pte. Ltd. All rights reserved.
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[image: alt]





Singapore Strategy 2018 Singapore Budget - Amazon AWS 

Feb 20, 2018 - views expressed in this research report. RHBHK had an investment banking services client relationships during the past 12 months with: -. RHBHK has received compensation for investment banking services, during the past 12 months from: 
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