We are initiating coverage of CapitaLand Retail China Trust with a BUY
rating and a $1.85 12M price target.
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Company Description
CapitaLand Retail China Trust (CRCT) is a
Singapore-listed REIT that operates a diversified
portfolio of 11 retail shopping malls across 8
cities in China. Major tenants include both large
domestic and foreign retailers.
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CRCT has built a portfolio of malls strategically positioned in
China’s most-promising domestic markets to capitalize on strong
growth in income and spending. Continued high rural-urban
migration rates to have positive impact on retail spending.
Robust portfolio management strategy that combines targeted
acquisitions with divestments of non-performing malls. Strategy
supported by fortress balance sheet with healthy debt levels and
strong cash flows that highlights potential for future growth
Continued commitment to asset enhancement initiatives that
increase the attractiveness of retail properties to existing and
potential tenants. High demand for quality retail space continues
to drive positive rental reversion trends.

Catalysts
●
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Key Financials
Market Cap
Basic Shares O/S
Free Float
52-Wk High-Low
Fiscal Year End

Distributable income of S$25.7 million for the period 01 April to
30 June 2018 (2Q18), an increase of 10.0% from S$23.3 million a
year ago. Stronger performance was boosted by the first
full-quarter contribution of Rock Square.
Distribution per unit (DPU) was 2.64 cents on an enlarged unit
base, representing an increase of 0.8% from 2.62 cents in 2Q
2017.
Rental reversions at core multi-tenanted malls averaged a healthy
10.5%. Portfolio occupancy as at 30 June 2018 resilient at 97.4%.
As of 2Q18, CRCT’s gearing was 32.1%, well below the regulatory
limit of 45%.

●

Sustained uptick in retail demand and expenditure likely to
further boost demand for retail space across China, driving higher
growth in occupancy rates and rental revenue in CRCT’s malls.
Signs of potential resolution to U.S.-China Trade War as Trump
and Xi meet. An agreement is likely to cause a surge in consumer
confidence and optimism, bolstering retail spending.
Strong 4Q18 performance may boost investor confidence of
CRCT’s ability to rise above largely negative macro trends.

Valuations
Our 12M price target from date of coverage is $1.85. Valuation was
derived through DDM model, with a focus on projection of
“Distributable amount to Unitholders” using a payout ratio of 99.9% to
derive expected dividends per share. Beta was calculated by linear
regression of CRCT’s share price against the Shanghai Composite. This
index which was used as CRCT obtains all of its revenue from China
and is thus a better benchmark for market risk exposure. Relative
valuation was also conducted using +1FY P/E, P/S, P/DIV, P/EBITDA

Investment Risks
●
●
●
●

Trade war dampening economic growth and consumer spending
Depreciation of RMB will negatively affect CRCT’s earnings
Threat of online shopping as CRCT relies predominantly on the
willingness of chinese consumers to visit their malls.
Rising interest rates will increase interest expense for CRCT and
make refinancing existing debt more costly in the future.

