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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 2020
Performance Review

◼ Revenue and net property income’s performance was encouraging given the tough macro environment, with marginal declines of 2.5% and 

2.3% YoY respectively. Our Beijing operation was inevitably affected by the COVID-19 pandemic, continued tension between China and US, 

as well as the incoming new supply within the vicinity of our CCP Property. 

◼ Total distributable income and DPU has bucked the general trend to show a decent growth of 15.8% and 5.8% YoY respectively, amounting 

to RMB 268.72 millions and HK 20.0 cents per Unit. This is mainly driven by careful financial management initiatives, combining with low 

interest rates and a stronger RMB.

◼ CCP Property’s performance has outperformed the peers in a rather lacklustre Beijing office market, registering an average occupancy rate 

of above 90% while recording a positive rental reversion for the year. Leasing activities in the market slowed due to the outbreak of 

COVID-19, but have since recovered towards the end of 2020.

◼ UK Portfolio continued to contribute steady cash flow during the time of unprecedented global events during the year. 

◼ Gearing ratio remained at low-30s after the conversion of the convertible bonds during the year which provided valuable debt headroom.
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Strategic Initiatives

◼ We took advantage of low interest rates to fix the interest cost of 74.4% of Spring REIT’s US$ interest exposure by entering into several 

interest rate swaps, ensuring good financial stability.

◼ Since the AGM held in May 2020, Spring REIT has been active in buying back units in a move that will bring longer-term benefits to existing 

unitholders. Following the outbreak of COVID-19 and a general decline in the stock market in early 2020, Spring REIT’s unit price has 

recovered strongly.

◼ In February 2020, Sino Ocean Group became a substantial unitholder of Spring REIT through the conversion of the bonds they held. With 

the extensive network across the property sector in mainland China and beyond, it should open up a route to new, high quality investment 

opportunities for Spring REIT.

◼ Just before the close of 2020, Huamao Property increased its interest in units of Spring REIT and thus became a substantial unitholder. 

Their group owns a significant portion of the mixed-use development China Central Place in which Spring REIT’s CCP Property is situated. 

We expect to see continued synergies for the entire China Central Place community.
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FY 2020 RESULTS SUMMARY

Operating Results (in RMB’ million) FY 2020 FY 2019 Change

Revenue 533.17 546.59 (2.5%)

Property operating expenses (135.69) (139.77) (2.9%)

Net property income 397.48 406.82 (2.3%)

Net property income margin 74.6% 74.4% + 0.2 ppt

G&A expenses (72.07) (67.35) 7.0%

Cash interest expense (95.78) (151.93) (37.0%)

Total distributable income 268.72 232.29 15.7%

Payout Ratio 95% 100% - 5.0 ppts

DPU (HK cents) 20.0 18.9 5.8%

▪ Revenue and NPI both declined YoY as the revenue from our CCP Property was inevitably affected by global events during the year.

▪ Total distributable income improved, mainly due to lower cash interest expense, thanks to a low interest rate environment and also the 
strengthening of RMB against USD as the majority of our debt is US$-denominated.

▪ Net asset value remained stable as decreases of our investment properties were partially offset by a lower total borrowings. 

Financial Positions (in RMB’ million) FY 2020 FY 2019 Change

Portfolio valuation

CCP Property 8,553.00 9,174.00 (6.8%)

UK Portfolio 649.90 699.27 (7.1%)

Total 9,202.90 9,873.27 (6.8%)

Total borrowings 3,024.23 3,704.84 (18.4%)

Net asset value 6,432.88 6,447.77 (0.2%)

Gearing ratio 31.1% 35.5% - 4.4 ppts 5



FINANCIAL PERFORMANCE

▪ Spring REIT: Overall stable operation despite weakness in the macro environment. Revenue and NPI declined by 2.5% and 2.3% YoY 
respectively while NPI margin remained stable.

▪ CCP Property: As the main driver of our profit, CCP Property’s revenue and NPI declined by 2.4% and 2.2% YoY respectively with the 
general market being under pressure from both the demand and supply side.

▪ UK Portfolio: Operations remained stable and financial contributions are hardly affected by the macro environment. It continued to 
deliver satisfactory contribution by accounting for 7% and 10% of the total revenue and NPI respectively.
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Interest rate exposure and counter-measures:

◼ Cash interest expense declined further in 2H 2020 due to 
lower GBP and US$ LIBOR rates, further amplified by the 
appreciation of RMB.

◼ Float-to-fixed IRS entered during FY 2020, covering 74.4% 
of our US$ denominated loan with an average swap rate of 
0.52%.

DEBT PROFILE

Cash Interest Expenses

(RMB million)

▪ In February 2020, the convertible bonds were fully converted, reducing our total borrowings and gearing ratio.

▪ In 1H 2020, Spring REIT entered into several interest rate swaps, locking 74.4% of floating rate of our US$-denominated loan with an 
average swap rate of 0.52%.

▪ Cash interest expense continued to decline in 2H 2020, due to lower LIBOR rates, further amplified by the appreciation of RMB (our 
reporting currency).

Spring REIT’s debt facilities: 

◼ US$483mn under CCP Facilities (5-year term, till Dec 2024) : 

(i) Drawndown amount of US$403mn

(ii) Undrawn amount of US$80 mil

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

◼ Gearing ratio at 31.1% (Dec 19: 35.5%)
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Grade-A office supply by year

(sqm, GFA)

Of the 821,400 sqm GFA of new supply in 2021 and 2022:

▪ 26% of the GFA will be located in the CBD area

▪ Of which, 79% of the GFA is held of self-use or pre-committed 
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▪ Beijing and Guangzhou have highest office occupancy of above 85%.

▪ Low new supply in the next 4 years, only 1.3% p.a. of existing stock 

(vs avg. 10.4% p.a. of other selected cities)
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CCP PROPERTY OPERATIONS SUMMARY

▪ Rental income at CCP Property declined by 1.9% YoY.

▪ Property operating expenses declined by 2.9% which was roughly in line with the decrease in revenue.

▪ Cost structure remained stable, with NPI margin at 72.6% (FY 2019: 72.5%)
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FY 2020 FY 2019 Change

(in RMB million)

Revenues

- Rental income 474.78 484.10 (1.9%)

- Car park income 4.86 3.67 32.4%

- Other income 14.00 17.76 (21.2%)

Total revenue 493.64 505.53 (2.4%)

Property Operating Expenses

- Property management fee (10.76) (10.98) (2.0%)

- Property tax (59.87) (58.58) 2.2%

- Withholding tax (49.83) (50.33) (1.0%)

- Other taxes (5.99) (6.16) (2.8%)

- Leasing commission (1.90) (5.45) (65.1%)

- Others (6.75) (7.60) (11.2%)

Total property expenses (135.10) (139.10) (2.9%)

Net Property Income 358.54 366.43 (2.2%)
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LEASING PERFORMANCE

▪ Slight decline in both passing rents and occupancy rates amid pressure from both demand and supply sides.

◼ Net passing rent remains relatively flat

◼ Positive rental reversion of 0.7% for FY 2020 (FY19: 2.1%)

◼ Retention rate 47.9% (FY19: 66.2%)

◼ Average occupancy rate receded to 92% for FY 2020.

◼ As at 31 December 2020, occupancy rate was recorded at 
90%.
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TENANT BASE

Diverse and high-quality tenant mix

Note: as of 31 December 2020

◼ Global Law Office

◼ White & Case

◼ Baxter

◼ Chanel

◼ AECOM

◼ Bain & Company

◼ Richemont

◼ AIG

Tenants
% of total leased 

GFA

Epson 6.2%

Zhong De Securities 4.4%

Deutsche Bank 4.4%

Xinyuan 4.4%

Condé Nast 4.4%

23.8%

Note: as of 31 December 2020

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 2020 was 610 days.

▪ Lease expiries in 2020 – about 18% and 12% in the first and second half of 2021, with an average expiring rental rate 

of RMB355 per sqm and RMB374 per sqm respectively 

29% 27% 
23% 

10% 

362
371

342
355

2021 2022 2023 2024 & beyond

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

44%

37%

8%

6%
4%

FY 2020

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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ESG INITIATIVES
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◼ In 2020, the CCP Property was awarded LEED Platinum Certification under the LEED for Existing Buildings: Operations and 

Maintenance category, recognising our efforts to responsibly manage significant impacts of our buildings on the environment 

and natural resources.

◼ To better assess the performance of the Building Manager, tenant satisfaction surveys are conducted on a semi-annual basis to 

gather their feedback regarding the quality of our customer service. In the latest survey conducted in January 2021, the average

tenant satisfaction rate exceeded 97%, with a response rate of 90%.

Acknowledgments were
given in recognition of our
quality services to cater for
tenants’ needs

◼ In direct response to the outbreak, we have been working with the building manager to put in 

place a comprehensive set of safety precautions at the CCP Property, which includes installation 

of thermal imagers at the office lobby, and delivering prompt and transparent information 

about COVID-19 to our tenants. We are pleased to say that there have been no case of COVID-

19 reported in or associated with our CCP Property.

◼ Over the past few years, we have implemented various measures to contribute to the 

protection of our environment. At the CCP Property, we recorded a continuous decline in 

greenhouse gas emission, electricity consumption and water consumption. 

Building Environmental Awareness –
This event was designed to echo the
government’s call for responsible
waste management. Through setting
up designated booths and displaying
environmental protection posters,
we worked to enhance tenants’
awareness about waste reduction
and recycling
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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

▪ For our CCP Property, most of the major leases due to expire in the first half of 2021 have been secured for renewal. It will 

take time for the Beijing market to absorb the new office supply, which in the near team is expected to weigh on the 

rental levels and occupancy rates across the market. The Manager will remain vigilant over Spring REIT’s leasing operation 

for the upcoming year.

▪ Much attention was paid to ensuring the CCP Property was consistently spotless clean and hygienic through measures 

such as installing body temperature detectors in the lobby area and providing transparent and timely updates to tenants 

in relation to COVID-19. Going forward, we will continue to have stringent measures in place in order to provide our 

tenants, colleagues and guests visiting the property the safest and most hygienic workplace possible.

▪ We also remain committed in the field of ESG through the establishment of a dedicated ESG taskforce, which will be 

responsible for monitoring ESG-related performances as well as setting certain preserved ESG targets to be applied to 

properties and management companies associated with Spring REIT.

▪ In 2021, we intend to extend our buyback mandate in order to retain the flexibility to repurchase our units as and when 

the opportunities arise.

▪ Closing the end of last year, the REIT Code has been amended to alleviate the investment restrictions previously imposed 

on the REITs. A higher borrowing limits as well as relaxed thresholds for a REIT’s investment in minority-owned properties 

brings more opportunities for investment in the future.

▪ Our enhanced strategic relationship with Sino Ocean Group is paving the way for potential high-quality investment 

opportunities arising in the year ahead, and Spring REIT will be focused on ensuring any new acquisitions live up to the 

standard of quality and reliability of its existing assets. 
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