
 

Page | 1 | PHILLIP SECURITIES RESEARCH (SINGAPORE) 
MCI (P) 118/10/2015 
Ref. No.: SG2016_0187 
  

CapitaLand Retail China Trust 
Chengdu beckons: First acquisition since 2013 
 
SINGAPORE | REAL ESTATE (REIT) | UPDATE 

 Acquisition of Galleria in South Chengdu. 
 Mall opened in 2010, with stable historical footfall and tenant sales. 
 NPI yield of 5.4% lower than FY15 portfolio NPI yield of 5.8% but management aims to 

boost this through readjusting tenant mix and improving operational efficiency. 
 Pure debt and cash acquisition increases DPU-accretiveness of mall due to lower cost 

of debt vs equity – but execution risks remain. 
 Maintain ACCUMULATE with increased target price of S$1.62. 

What is the news? 

CapitaLand Retail China Trust (CRCT) announced the acquisition of Galleria, a relatively new 
mall opened in 2010, located in Xinnan Tiandi, a well-established retail precinct in 
Chengdu. With 100% occupancy currently, Galleria has achieved stable historical footfall 
and tenant sales since opening. With an estimated total cost of RMB1,571.4m (S$320m or 
13% of total portfolio size), the acquisition is expected to be funded via 90% debt and 10% 
internal cash. 

Analyst Briefing Key Takeaways and How do we view this? 

Galleria’s NPI yield of 5.4% lower than FY15 portfolio NPI yield of 5.8% but management 
aims to boost this through readjusting tenant mix and improving operational efficiency. 
Management aims to boost earnings of mall through topline rental growth (by re-adjusting 
tenant mix) and bottom line growth (by improving operational efficiency of the mall). 
While we remain confident of management’s ability to adjust tenant mix and attract 
quality tenants through CapitaLand’s strong relationship with tenants, we note the 
generally sluggish retail rent growth for Chengdu over the last two years. The next round of 
rental renewals will be mostly for contracts signed over 2013/2014 which were the two 
peak years for rentals. Against this backdrop, we do not expect double digit rental 
reversions that Galleria witnessed for the first round of rental renewals (for the first batch 
of contracts when the mall first opened in 2010) to repeat. We expect flat to low single 
digit growth from organic rental reversions from the mall over the next year.  
 
Figure 1: Chengdu mid to high end ground floor retail rents 

-30

-20

-10

0

10

20

30

40

50

60

70

0

100

200

300

400

500

600

700

800

900

2010 2011 2012 2013 2014 2015

Chengdu retail rents (RMB psm/per month) Y-O-Y growth (RHS, %)

Source: CEIC, Bloomberg, Phill ip Securities 
Research (Singapore)

 
 
 

 

 

  

 

 

 
 
 
 
 
 
 

22 August 2016 

ACCUMULATE (Maintained)
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Strategic location near transportation hubs with good surrounding enclave of 
complementary retail offerings and surrounding big-box retailers. Strategically located in 
the heart of Xinnan Tiandi, Galleria enjoys good neighboring complementary retail offerings 
such as IKEA, Decathlon, and Fusen-Noble House (see Figure 2). Renowned tenants in the 
mall include H&M, Innisfree, Nike, Starbucks, Swarovski and UNIQLO.  

Figure 2: Galleria and surrounding complementary retail options 

 

Source: Company, Phillip Securities Research (Singapore) 

 
Pure debt and cash acquisition increases DPU-accretiveness of mall due to lower cost of 
debt vs equity – but execution risks remain. With the acquisition to be funded by c.90% 
debt topped up with internal cash, the DPU-accretiveness of the acquisition is boosted by 
the use of a huge percentage of debt (average cost of debt for CRCT as at 2Q16 is 2.97%). 
While Galleria is positioned as a fashion and dining mall, we remain cognisant of the possible 
impact on sales and footfall once the recent opened family mall CapitaMall Tianfu (Dec 
2014), which is directly connected to subway Lines 1 and 7, further ramps up its operations. 
Management though, has not seen any major impact on sales or footfall of Galleria since the 
opening of CapitaMall Tianfu. 

Investment Action 

Maintain ACCUMULATE with new higher target price of S$1.62 from 1.55. We maintain our 
FY16 DPU forecasts and adjust upwards our FY17e DPU forecast from 10.5cents to 11 cents. 
Correspondingly we adjust our DDM-derived target price upwards from $1.55 to $1.62 and 
maintain our ACCUMULATE call on CRCT. 
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Financials

Statement of Total Return and Distribution Statement Balance Sheet
Y/E Dec, SGD mn FY13 FY14 FY15 FY16e FY17e Y/E Dec, SGD mn FY13 FY14 FY15 FY16e FY17e

Gross Revenue 160.1  203.3   220.3      216.1   254.9   ASSETS
Total Property expenses (57.0) (70.9) (79.2) (77.8) (96.9) Investment properties 2,058     2,251     2,413     2,556     2,556     
Net Property Income 103.0  132.4   141.1      138.3   158.0   Trade and Other Receivables 11.4       11.3       12.8       13.4       15.8       
Net Finance (Expense)/Inc (17.7)   (18.5)    (19.2)        (25.7)    (47.2)    Cash and Cash Equivalents 105.5     86.6       126.3     86.8       81.2       
Net Income before tax and FV changes 83.8    98.7     108.3       104.8   113.7   Total Assets 2,184     2,358     2,570     2,673     2,669     
FV changes and forex gain/(loss) 100.7  104.8   44.8         -            -            
Tax expense (48.5)   (57.1)    (43.4)        (23.1)    (25.0)    LIABILITIES
Net Income after tax and FV changes 135.9  146.4   109.3      81.8     88.7     Trade and other payables 57.7       51.1       59.5       68.3       80.6       
Net Inc attributible to Unitholders 132.9  144.6   114.0       79.9     86.7     Security deposit 35.0       41.2       43.3       41.2       48.5       
Distribution adjustments (62.9)   (63.7)    (24.8)        5.5       6.3       Interest bearing borrowings 712.3     671.7     706.0     986.6     986.6     
Income available for distribution 70.1    80.9     89.2         85.5     93.0     Other liabilities 165.4     216.2     246.4     216.2     216.2     

Total Liabilities 970.4     980.2     1,055.2  1,312.3  1,331.9  

EQUITY
Shareholder Equity 1,213.9  1,377.8  1,515.1  1,360.5  1,336.8  

Per share data (SGD)
Y/E Dec FY13 FY14 FY15 FY16e FY17e

NAV 1.48    1.63     1.77         1.60     1.57     
DPU (cents) 9.0      9.8       10.6         10.1     11.0     

Cash Flow Valuation Ratios
Y/E Dec, SGD mn FY13 FY14 FY15 FY16e FY17e Y/E Dec FY13 FY14 FY15 FY16e FY17e

CFO P/NAV 0.90 0.98 0.80 0.92 0.94
Net Income after tax 135.9  146.4   109.3       81.8     88.7     Distribution yield (%) 6.8% 6.1% 7.4% 6.8% 7.4%
Adjustments (56.0)   (37.0)    5.9           31.1     53.4     NPI yield (%) 5.0% 5.9% 5.8% 5.4% 6.2%
WC changes (11.3)   2.0       2.5           8.2       9.9       Growth & Margins (%) FY13 FY14 FY15 FY16e FY17e

Cashflow from ops 68.6 111.4 117.7 121.1 152.0 Growth
CFI Revenue 4.9% 28.9% 10.0% 10.0% 10.0%
Cashflow from investments (143.3) (16.7)    (16.0)        (336.0)  (16.5)    Net property income (NPI) 3.4% 28.3% 6.7% -2.0% 14.2%
CFF DPU -5.3% 8.9% 7.9% -4.5% 8.4%
Share issuance 59.0    -            -               -            -            Margins
Distributions to unitholders (37.7)   (49.0)    (66.1)        (85.5)    (93.0)    NPI margin 64.4% 65.1% 64.0% 64.0% 62.0%
Cashflow from financing 34.7    (117.3) (65.8)       175.4   (141.1) Operating Income Margin 52.3% 48.5% 49.1% 48.5% 48.0%
Net change in cash (40.0)   (22.5)    35.9         (39.5)    (5.7)      Key Ratios
CCE, end 105.5  86.6     126.3      86.8     81.2     Net Gearing 32.6% 28.7% 27.7% 36.9% 37.0%

Source: Company, Phillip Securities Research (Singapore) Estimates
*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.  
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutra l 3

-5% to -20% Reduce 4

< -20% Sel l 5

We do not base our recommendations  entirely on the  above quanti tative 

return bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  

ri sk reward profi le, market sentiment, recent rate of share price appreciation, 

presence or absence of s tock price catalysts , and speculative undertones  

surrounding the s tock, before making our fina l  recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s licence under the 
Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in 
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public 
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied 
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is 
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any 
corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for 
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent 
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be 
considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and 
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or 
investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, 
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. 
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars 
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the 
investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or 
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of 
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the 
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion. 
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge 
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the 
analyses or reports; and 

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert 
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports. 

 
 


