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DISCLAIMER

This presentation may contain information which is proprietary, confidential and/or legally privileged and has been prepared by Spring
Asset Management Limited, in its capacity as the manager (the “Manager”) of Spring Real Estate Investment Trust (the “Trust”). This
presentation is being communicated for information purposes only and its intended recipients are professional investors in Hong Kong (as
defined by Part 1 of Schedule 1 to the Securities and Futures Ordinance(Cap.571)) and professional investors outside of Hong Kong to
whom it is lawful to communicate the presentation. Any other persons should not rely or act upon this presentation or any of its contents.

The information contained in this document, including any obtained from external data sources, has not been verified. The information and
opinions in this presentation are subject to change without notice and the Manager is under no obligation to update or keep current the
information contained in this presentation. No representation or warranty, express or implied is made as to, and no reliance should be
placed on, the fairness, accuracy, completeness or correctness of the information or opinions contained herein. It is not the intention to
provide, and you may not rely on this document as providing, a complete or comprehensive analysis of the Trust’s financial or operational
position. Furthermore, this presentation should not be construed as legal, tax, investment, or other advice. None of the REIT Manager, the
Trust, nor any of their respective affiliates, advisors or representatives shall be held liable for any damages, losses or expenses of any kind,
whether direct, indirect, special, consequential or incidental, arising out of or in connection with the presentation. In this regard, all
warranties or representations of any kind, whether expressed or implied by law, equity or statutes, are excluded to the extent permissible
under the applicable law. All liabilities whatsoever arising from or incidental to the document are hereby expressly disclaimed.

Certain information and statements made in this presentation contain forward-looking statements. All forward-looking statements are based
on current expectation of future events and are subject to a number of factors that could cause actual results to differ materially from those
described in the forward-looking statements. Caution should be taken with respect to such statements and you should not place undue
reliance on any such forward-looking statements.

This document does not constitute a prospectus, notice, circular, brochure or advertisement offering to sell or inviting offers to acquire,
purchase or subscription for any units (“Units”) or other securities of the Trust. The value of Units and the income from them, if any, may fall
as well as rise from time to time. Units are not obligations of, deposits in, or guaranteed by the Manager, the Trust, nor any of their
respective affiliates, advisors or representatives. An investment in Units or other securities of the Trust is subject to investment risks,
including the possible loss of the principal amount invested. It is intended that holders of Units may only deal in their Units through trading
on the Stock Exchange of Hong Kong and investors have no right to request the Manager to redeem their Units. Listing status does not
guarantee a liquid market for the Units. All copyright, patent, intellectual and other property rights in information contained herein is owned
by the Manager or other third parties. No rights of any kind are licensed or assigned or shall otherwise pass to persons accessing such
information. Without the expressed written permission of the Manager under no circumstances should information contained herein or any
part of it be quoted, reproduced, redistributed or transmitted in any form, by any means, electronic or otherwise.
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OVERVIEW OF 1H 2017

 Spring REIT registered a modest rebound in RMB 

terms with the effect of the tax changes and currency 

depreciation behind us. 

 Revenue and net property income (in RMB) rose 

0.5% and 1.9% HoH respectively.

 The CCP Property achieved an average occupancy 

of 93.5% and average rental reversion of 5.8%.

 The valuation of the CCP Property appreciated 

approximately 0.3% in RMB terms HoH. 

 Capital management initiatives reduced gearing ratio 

to 31.4% from 34.8% 6 months ago.

 Achieved a reduction in loan margin from 2.75% to 

1.65% for the USD term loan, effective from 27 June 

2017.

 Subsequent to the reporting period, completion of 

the of the UK acquisition took place on 14 July 2017.
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1H 2017 RESULTS SUMMARY
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Operating Results 1H 2017 Change 2H 2016 Change 1H 2016

Revenue US$m 35.60 -1.2% 36.05 -8.5% 39.38 

Property operating expenses US$m (9.23) -4.7% (9.69) +8.9% (8.90)

Net property income US$m 26.37 +0.0% 26.36 -13.5% 30.48 

Cost-to-income ratio % 25.9 -1.0 ppts 26.9 +4.3 ppts 22.6 

Total distributable income US$m 15.21 -1.6% 15.45 -24.3% 20.42 

▪ RMB/USD movement offset improvement at the CCP Property to produce a flat NPI HoH.

▪ Total distributable income edged lower HoH primarily due to higher USD LIBOR rate. 

Financial Positions 1H 2017 Change 2H 2016 Change 1H 2016

Portfolio valuation US$m 1,331.39 +2.7% 1,296.62 -4.3% 1,354.54 

Net asset value US$m 940.75 +8.5% 866.68 -6.8% 929.84 

Gearing ratio % 31.4 -3.4 ppts 34.8 +1.6 ppts 33.2 

Unit Information 1H 2017 Change 2H 2016 Change 1H 2016

DPU HK¢ 9.5 -5.0% 10.0 -23.1% 13.0

Payout ratio % 100 +6.0 ppts 94 +2.0 ppts 92 

Net asset value per Unit HK$ 5.87 -1.3% 5.95 -7.2% 6.41

Number of Units outstanding million 1,251.32 +10.7% 1,130.56 +0.5% 1,125.37
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FINANCIAL PERFORMANCE

 The YoY fall in revenue from 1H 2016 to 1H 2017 

was due to RMB depreciation and the B2V reform. 

 Rental income was reported inclusive of business 

tax (1H 2016) and net of VAT (2H 2016 & 1H 2017).

 Excluding the effect of business tax and RMB 

depreciation, 1H 2017 revenue was up 

approximately 0.9% YoY and 1.9% HoH.

 The fall in NPI from 1H 2016 level was due to 

a combination of RMB depreciation and the 

change in the basis of property tax. 

 Excluding the effect of RMB depreciation , 1H 

2017 NPI decreased approximately 9.0% YoY 

and increased approximately 1.9% HoH in 

RMB terms.
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▪ RMB/USD average exchange rate adopted was 1.8% lower compared to that in 2H 2016

▪ Currency movement offset growth in RMB terms which leads to a flat net property income growth HoH in USD terms.
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 Cash interest expenses: US$8.77 mn, 

+9.2% YoY, due to higher LIBOR

 New margin in place:

- Before 27 Jun 17: USD LIBOR + 2.75%

- After 27 Jun 17 : USD LIBOR + 1.65%

7

DEBT PROFILE

 USD 5-yr Term Loan (till 2020)

- Partial repayment on Apr 17 

- Notional amount at Jun 2017: US$450 mn

 Gearing ratio at 31.4% (2016 : 34.8%)

Cash Interest Expenses

(US$ million)

8.03

8.52 8.77

Jun-16 Dec-16 Jun-17

▪ To manage asset-liability mismatch, Spring REIT raised equity of approx. HK$373 million (or US$47.8 million) and 

part of the proceeds were directed towards partial repayment of the outstanding loan. Gearing reduced to 31.4%.

▪ The Manager achieved a reduction in the interest margin from 2.75% to 1.65%, effective 27 June 2017, representing 

an interest saving thereafter of approximately US$4.95 million annually.
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LEASING MARKET CONDITION

Source: JLL Research, June 2017
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FUTURE GRADE-A OFFICE SUPPLY

Beijing CBD to see more supply in 2019

Note: 
Others included Wangjing, Lize and Olympic Park
All of the above data are based on JLL Research in June 2017.

Grade-A office supply by year

(sqm, GFA)
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COMPARISON OF GRADE-A OFFICE MARKETS

ACROSS CHINA

Grade A Office GFA (‘000 sqm) Occupancy

Source: Jones Lang LaSalle Research, June 2017

*Note: Ningbo and Wuxi figures are as of 1Q17 & their forecast horizon extends to 2020 only

▪ Beijing has highest office occupancy of 94% 

▪ Low new supply in the next 4.5 years, only 6.9% p.a. of existing stock 

(vs avg. 19.4% p.a. of selected cities)
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1H 2017 OPERATIONS SUMMARY
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1H 2017 Change 2H 2016 Change 1H 2016

For the Six Months Ended RMB mn % RMB mn % RMB mn

Revenues

- Rental income 237.81 +1.8% 233.71 -4.3% 244.20 

- Car park and other income 7.01 -28.4% 9.79 -25.9% 13.21 

Total revenue 244.82 +0.5% 243.50 -5.4% 257.41 

Property Operating Expenses

- Property management fee (5.39) -2.7% (5.54) +6.3% (5.21)

- Property tax (28.92) -2.7% (29.72) +139.3% (12.42)

- Business and other tax (3.48) -6.5% (3.72) +68.7% (11.89)

- Withholding tax (24.20) -0.1% (24.23) -6.7% (25.98)

- Leasing commission & others (1.50) -35.6% (2.33) -12.1% (2.65)

Total property expenses (63.49) -3.1% (65.54) +12.7% (58.15)

Net Property Income 181.33 +1.9% 177.96 -10.7% 199.26 

▪ Spring REIT reported a modest rebound in both revenue and net property income HoH in RMB terms,  attributable to 

the healthy performance at the CCP Property.
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LEASING PERFORMANCE

Solid performance despite growing CBD supply in the pipeline

 Net passing rent up 4.4% YoY and 2.3% HoH

 Positive rental reversion of 5.8% (1H 2016: 7.5% & 

2H 2016: 7.4%)

 Retention rate 67.9%

 Average occupancy consistently above 90% 

since 2010

 Average occupancy remained resilient at 93.5% 

in 1H17

Notes:
1) Gross passing rent represents effective rent on a gross basis, inclusive of BT or VAT, as applicable.
2) Net passing rent represents effective rent on a net basis, exclusive of BT or VAT, as applicable.

355  
372  360  

384  398

337  343  339  346  354

2015 2016 1H  2016 2H  2016 1H  2017

Gross average monthly passing rent

Net average monthly passing rent

(RMB per sqm per month)

Average Passing Rents Average Occupancy Rates

(%)

95% 94% 96% 93% 94%

2015 2016 1H  2016 2H 2016 1H  2017
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TENANT BASE

Diverse and high quality tenant mix

Note: as of 30 June 2017

 Global Law Office

 White & Case

 Johnson & Johnson

 NBA

 Baxter

 Itochu

 AECOM

 Bain & Company

 Brazil Embraer

 Richemont

Tenants
% of total 

leased GFA

EPSON 5.9%

Delsk 5.3%

Condé Nast 4.8%

Zhong De Securities 4.2%

Deutsche Bank 4.2%

24.4%

Note: as of 30 June 2017

Tenants by Industry Top 5 Tenants

Other industry-leading tenants

As % of leased office GFA

(30 June 2017)
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EXPIRING LEASE PROFILE

▪ Average lease expiry of existing leases (in GFA terms) as of 30 Jun 2017 was 1,107 days.

▪ Good progress on negotiations with upcoming expiries.
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COST STRUCTURE

More than 98% of property expenses are revenue-linked or fixed

8%

46%

5%

38%

2%

1H2017

Withholding 
tax

Others

Business tax 
and other 
taxes(1)

Property 
taxes

Property 
management fee

Notes:
1) Business tax is no longer applicable since 1 May 2016. It is transitioned into Value-Added Tax, which according to IFRS would not be 

listed as an expense but would be excluded from revenue instead.

 Withholding tax

– 10% of revenues received from rental operations

 Business tax and other taxes(1)

– Business tax, urban construction and maintenance 

tax, and education surcharge

– Stamp duty of 0.1% on total rental income payable 

over the term of each lease

 Property taxes

– Includes real estate tax and land use tax

– Starting from 2H 2016, real estate tax generally 

based on 12% of revenue for leased area

– Land use tax based on the site area of the 

development

 Property management fee

– 2% of the total revenue
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Location of the properties
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THE ACQUISITION

1. Status: The UK acquisition was completed on 14 July 2017.

2. The portfolio: 84 separate commercial properties in the UK, with a total gross internal area of 

approx. 500,000 sq.ft.

3. Purchase price: £73,500,000 in line with appraised value of £73,566,000, funded by debt.

4. Initial gross rental yield: 6.1% (unleveraged)

5. Rental revisions: Only upward rental adjustment every five year

6. Lease terms: 15 years, no break clause; with option to extend for an additional 15 years

7. Single tenant: Kwik-Fit (GB) Limited

▪ 100% owned subsidiary of Itochu Corporation

▪ Market leader in the servicing of cars and automotive parts and the provision of safety tests

on vehicles that are required by the relevant laws of the UK.

▪ Kwik-Fit Holdings Ltd, a 100% subsidiary of Itochu (rated A- by S&P), guarantees all future

rental

Long-term, quality cash flow backed by guarantee, with upward-only revisions
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OUTLOOK & STRATEGIC PRIORITIES
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Outlook in 2017

 CCP Property expected to register modest 

improvement in FY2017 in RMB terms.

 Reduction in the loan margin from 2.75% to 

1.65% for the term loan facility will contribute 

from the second half of FY 2017 onwards.

 Spring REIT’s financial results will be further 

supported by the completion of the acquisition 

of the UK Portfolio. As the transaction was 

funded by debt, gross rental yield of 6.1% 

(before expenses) will make the transaction 

will be immediately accretive.

 Barring unforeseen circumstances, the 

Manager believes the outlook for Spring REIT 

will improve as the strategic initiatives 

undertaken during the Reporting Period begin 

to take effect.

 Less depreciation pressure on the RMB 

bodes well for Spring REIT

Strategic Priorities

 We remain committed to diversification and 

growth with a core focus in commercial 

properties in China along with certain “non-

core” exposure such as the UK Portfolio.

 Souring, timing, pricing, market conditions and 

operating efficiency are all important factors 

when assessing a target. Accretion and 

quality of cash flow remain the key 

considerations.

 The Manager will continue to pursue 

strategies in order to alleviate the adverse 

effect caused by asset and liability mismatch. 

We have successfully reduced the gearing 

ratio during the reporting period but we will 

continue to be vigilant. 
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Q&A


