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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 FY 2019

◼ Spring REIT will pay a final distribution of HK 8.9 cents. 

Total distribution for the Reporting Year amounts to HK 

18.9 cents per Unit (FY 2018: HK19.2 cents per Unit).

◼ Presentation currency changed from US$ to RMB to 

better reflect the underlying performance.

◼ Revenue and net property income decreased by 2.2%  

and 3.2% YoY respectively. Total distributable income 

rose 10.8% YoY to RMB 232.3 million. 

◼ CCP Property has proven to be resilient and 

outperformed the Beijing office market, registering an 

occupancy rate of 95.1% at year-end and an average 

positive rental reversion of 2.1% for the year. 

◼ The Manager successfully refinanced the US$470 

million loan facility due in April 2020. This has 

substantially strengthened Spring REIT’s capital 

structure and provided stronger financial means for 

long-term development. 

◼ The timing of the refinancing could not have been 

completed at a more opportune time given the rapid 

deterioration in economic conditions since December 

2019, and the Manager believes that in the longer term, 

Spring REIT will benefit from having Sino-Ocean Group 

as a strategic partner. 
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FY 2019 RESULTS SUMMARY

Operating Results (in RMB’ million) FY 2019 FY 2018 Change

Revenue 546.59 558.83 (2.2%)

Property operating expenses (139.77) (138.64) 0.8%

Net property income 406.82 420.19 (3.2%)

Net property income margin (%) 74.4 75.2 - 0.8 ppts

G&A expenses (67.35) (118.37) (43.1%)

Cash interest expense (151.93) (127.89) 18.8%

Total distributable income 232.29 209.68 10.8%

DPU (HK cents) 18.9 19.2 (1.6%)

▪ Temporary dip of occupancy at the CCP Property in the first quarter has resulted in a decline in both revenue and net property income. 

▪ Total distributable income increased as a substantial amount of one-off expenses arising from extraordinary events was incurred in FY 
2018. DPU, however, decreased slightly as a result of unit issuance from the conversion of the convertible bond. 

▪ Net asset value improved as valuation of our investment properties increased. 

Financial Positions (in RMB’ million) FY 2019 FY 2018 Change

Portfolio valuation

CCP Property 9,174.00 9,096.00 0.9%

UK Portfolio 699.27 668.06 4.7%

Total 9,873.27 9,764.06 1.1%

Total borrowings 3,704.84 3,654.54 1.4%

Net asset value 6,447.77 6,363.44 1.3%

Gearing ratio (%) 35.5 35.5 -
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FINANCIAL PERFORMANCE

▪ As the main driver of our profit, CCP Property rental income decreased by 3.0% YoY, as there was a temporary dip in occupancy in the 
first quarter. Since then, occupancy recovered in a satisfactory manner and reached 95.1% at the end of the year.

▪ Overall net property income margin maintained at 74.4% (FY 2018: 75.2%).

▪ Revenue from the UK Portfolio remained stable, contributing around 8% and 10% of the total revenue and NPI respectively, by 
delivering a 98.3% pass through of revenue.
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Interest rate exposure and counter-measures:

◼ Cash interest expense increased by 18.8% YoY due to a 
higher GBP and US$ Libor rate, further amplified by the 
depreciation of RMB.

◼ Float-to-fixed IRS entered during 1H 2018, covering 
USD150mn of USD loan with an average swap rate of 
2.68%, maturing in April 2020.

DEBT PROFILE

127.89

151.93

FY 2018 FY 2019

Cash Interest Expenses

(RMB million)

▪ The refinancing of the previous CCP facilities was completed in late 2019, through a combination of entering into a new loan facilities and 

issuance of convertible bonds.

▪ The refinancing exercise resulted in an overall lower interest cost, diversification of our debt instruments, additional financial resources in 

the form of undrawn bank loan facilities available for future draw down.

▪ Subsequently, in February 2020, the convertible bonds were converted, reducing gearing ratio from 35.5% to 30.7%.

Loan Notional

3,219.1 
2,806.2 2,806.2 

438.7 
461.9 461.9 

505.2 
13.8

1058.4

1,058.4 

Dec-18 Dec-19 After CB conversion

Amount available for drawdown Convertible Bonds

UK Facility CCP Facilities

(RMB million)

Spring REIT’s debt facilities: 

◼ US$555mn under CCP Facilities (5-year term, till Dec 2024) : 

(i) Drawndown amount of US$403mn

(ii) Undrawn amount of US$152mn

◼ New CCP facilities bear an interest rate of 3-month USD Libor + 
1.55% per annum, reducing the margin by 10 basis points.

◼ GBP50 mil under UK Facility (4-year term, till Jan 2022) 

◼ Gearing ratio at 35.5% (Dec 2018 : 35.5%; After CB 
conversion:30.7%) 7

(US$468mn)

(GBP50mn)

(US$2mn)

(US$403mn)

(GBP50mn)

(HKD585mn)

(US$152mn)
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Grade-A office supply by year

(sqm, GFA)

Of the 585,102 sqm GFA of new supply in 2020 and 2021:-

▪ 66% of the GFA will be located in the CBD area

▪ Of which, 49% of the GFA is held of self-use or pre-committed 
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*Note: Dalian is as of 3Q19, Zhengzhou is as 2Q19, Xiamen and Ningbo are as 1Q19 

▪ Beijing and Guangzhou have highest office occupancy of above 89%.

▪ Low new supply in the next 4 years, only 1.5% p.a. of existing stock 

(vs avg. 14.6% p.a. of other selected cities)

Office GFA 
(‘000 sqm) Occupancy
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CCP PROPERTY OPERATIONS SUMMARY

▪ Rental income at CCP Property declined by 3.0% YoY, due to a temporary dip in occupancy in the first quarter.

▪ Property operating expenses increased by 1.4%, due to higher leasing commission and reinstatement cost.

▪ Cost structure remained stable, with NPI margin at 72.5% (FY 2018: 73.6%)
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FY 2019 FY 2018 Change

(in RMB’ million)

Revenues

- Rental income 484.10 499.13 (3.0%)

- Car park & other income 21.43 21.13 1.4%

Total revenue 505.53 520.26 (2.8%)

Property Operating Expenses

- Property management fee (10.98) (11.42) (3.9%)

- Property tax (58.58) (60.92) (3.8%)

- Withholding tax (50.33) (53.05) (5.1%)

- Other taxes (6.16) (6.98) (11.7%)

- Leasing commission & others (13.05) (4.82) 170.7%

Total property expenses (139.10) (137.19) 1.4%

Net Property Income 366.43 383.07 (4.3%)
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LEASING PERFORMANCE

▪ Stable passing rent and temporary dip in occupancy rates amid upcoming CBD office supply

◼ Net passing rent remains relatively flat

◼ Positive rental reversion of 2.1% for FY 2019 (FY18: 
4.7%)

◼ Retention rate 66.2% (FY18: 74.7%)

◼ Average occupancy consistently above 90% since 
2010

◼ Average occupancy rate receded to 92% for 1H 2019, 
and recovered to 94% in 2H 2019.

◼ As at 31 December 2019, occupancy had reached to 
95%.
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TENANT BASE

Diverse and high-quality tenant mix

Note: as of 31 December 2019

◼ Global Law Office

◼ White & Case

◼ Goodman

◼ Baxter

◼ Chanel

◼ AECOM

◼ Bain & Company

◼ Richemont

◼ AIG

◼ Pandora Jewelry

Tenants
% of total leased 

GFA

Epson 6.4%

Zhong De Securities 4.2%

Deutsche Bank 4.2%

Xinyuan 4.2%

Condé Nast 4.2%

23.2%

Note: as of 31 December 2019

Tenants by Industry Top 5 Tenants

Other industry-leading tenants
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EXPIRING LEASE PROFILE

▪ Average lease expiry of existing leases (in GFA terms) as of 31 December 2019 was 740 days.

▪ Lease expiries in 2020 – about 5% and 11% in the first and second half of 2020, with an average expiring rental rate 

of RMB386 per sqm and RMB325 per sqm respectively 
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30% 

16% 

344

365 373
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Expiring leases as a % of total leasable office GFA

Average expiring rent (RMB per sq.m. per month)
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COST STRUCTURE OF CCP PROPERTY

Most property expenses are revenue-linked or fixed

8%

42%

4%

36%

9%

FY 2019

Withholding 
tax

Others

Other taxes

Property 
taxes

Property 
management fee

◼ Property taxes

– Includes real estate tax and land use tax

– Starting from 2H 2016, real estate tax calculated 
based on 12% of revenue for leased area, and 1.2% of 
the residual value of vacant area

– Land use tax based on the site area of the 
development

◼ Withholding tax

– 10% of revenues received from rental operations

◼ Other taxes

– 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 management fee

– 2% of the total revenue
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Location of the properties
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UK PORTFOLIO OPERATION SUMMARY

Portfolio Highlights

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

505,381 sq.ft.

2. Purchase price: £73,500,000, funded by debt (acquisition completed in July 2017)

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

4. Rental revisions: Upward-only rental adjustment every five year

5. Lease terms: All but one leases expire in 2032; no break clause; the tenant has an option to extend for an 

additional 15 years

6. Annual contract rental income: approximately GBP 4.55 million

7. NPI margin: 98.3% pass through of its revenue

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

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

▪ As we enter 2020, there has been no sign of improvement of the China-US trade relation nor is there optimism in the real 

estate market due to the impact of COVID-19. While the aftermath of either events remain unclear, the impact to our 

businesses thus far has remained manageable. Given the weak economic backdrop, the Manager remains cautious about 

prospects for 2020. Analysts predicts weak demand for office space in Beijing in the current environment with higher 

vacancy rates and downward pressure on rents.

▪ At the time of writing, CCP Property has registered a mildly postive rental reversion since the beginning of the year, 

however, it is hard to predict the leasing performance for the rest of the year given the macro uncertainties. 

▪ Since the onset of COVID-19, we have seen central banks around the world adopting aggressive monetary easing in 

support of the capital markets and the real economy, which will put Spring REIT in a more favorable interest rate 

environment and translate into lower interest cost thus benefitting our unitholder directly.

▪ The refinancing exercise, in hindsight, couldn’t have been done with a better timing. The new capital structure has put 

Spring REIT on a strong footing, on which the Manager will further consider to strengthen Spring REIT’s current debt 

structure by taking advantage of low policy rates and to lock in lower cost of funds.

▪ Subsequently, upon the bond conversion in February 2020, Sino-Ocean led consortium became a strategic partner to the 

platform and the Manager intends to leverage on its experience in commercial space and strong portfolio in China.

▪ Further, in light of recent stock market volatility as COVID-19 outbreak continued, the Manager will seek unitholders’ 

approval in the upcoming Annual General Meeting tentatively scheduled in May for a general mandate to repurchase 

Spring REIT units as and when appropriate.

▪ It is the Manager’s strong belief that the steps taken in 2019 to enhance Spring REIT’s financial stability and partner with 

Sino-Ocean are delivering significant enhancements to our future prospects. Despite a complex macro environment, we 

are entering 2020 with quiet confidence that our quality office premises, enhanced capital structure and new strategic 

partner will together open new doors for portfolio enhancement and growth in the future, while enabling Spring REIT to 

continue to deliver stable distributions to its Unitholders. 
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