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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 2021
Performance Review

 Amid the volatility, Spring REIT in 2021 managed to achieving a 10.8% growth in distributable income to RMB297.69 million 

and 10.0% growth in DPU to HK22.0 cents on the back of a payout ratio of 90%, representing two years of consecutive growth. 

 Spring REIT’s revenue for the year was RMB528.44 million, 0.9% lower than that in 2020. After taking into account property 

operating expenses, net property income amounted to RMB396.37 million, representing a 0.3% decrease YoY and a net 

property income margin of 75.0% (FY2020: 74.6%).

 The Manager recognised the importance of occupancy at the CCP property. As a result, we managed to achieve an 

encouraging occupancy of 98% at the end of 2021 (End-2020: 90%) on the back of an average retention rate of 81.3% for the 

year. Average passing rent declined marginally to RMB350 per sqm in 2H 2021, implying a negative rental reversion rate of 

2.6% for the second half, and a full year reversion of negative 4.5% (FY2020: 0.7%). For the full year of 2021, the CCP 

Property’s revenue and net property income had remained steady compared to 2020.

 With 74% of our interest rate exposure hedged and lower US$ and GBP LIBOR rates amplified by the appreciation of the RMB, 

we enjoyed a substantial drop in cash interest expenses, which was contained to RMB62.18 million for the year represented a 

decrease of 35.1% YoY. Interest saving was the main driver for DPU growth in 2021. 

 The CCP Property was appraised at RMB8,638.00 million as at 31 Dec 2021, representing a 1.0% increase compared to its 

valuation as at 31 December 2020 while the UK Portfolio was appraised at GBP77.80 million (equivalent to RMB669.10 million) 

as at 31 Dec 2021, representing a 6.7% increase in GBP terms compared to its valuation as at 31 December 2020.  As such, 

gearing ratio further improved to 30.0% as at 31 December 2021 (31 Dec 2020: 31.1%). 

 Spring REIT has continued to develop and expand its Environmental, Social and Governance (“ESG”) practices and policies in 

the year. Last year we were off to a good start with CCP Property’s ‘Platinum’ level LEED accreditation, and as planned, in 2021

Spring REIT began to establish a series of workable ESG targets to be applied across its operations, including to properties and

management companies.
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FY 2021 RESULTS SUMMARY

Operating Results (in RMB’ million) FY 2021 FY 2020 YoY Chg

Revenue 528.44 533.17 (0.9%)

Property operating expenses (132.07) (135.69) (2.7%)

Net property income 396.37 397.48 (0.3%)

Net property income margin 75.0% 74.6% +0.4 ppt

G&A expenses (65.27) (72.07) (9.4%)

Cash interest expense (62.18) (95.78) (35.1%)

Total distributable income 297.69 268.72 10.8%

Payout Ratio 90% 95% -5.0 ppts

DPU (HK cents) 22.0 20.0 10.0%

Financial Positions (in RMB’ million) FY 2021 FY 2020 YoY Chg

Portfolio valuation

CCP Property 8,638.00 8,553.00 1.0%

UK Portfolio 669.10 649.90 3.0%

Total 9,307.10 9,202.90 1.1%

Total borrowings 2,960.83 3,024.23 (2.1%)

Net asset value 6,671.65 6,432.90 3.7%

Gearing ratio 30.0% 31.1% -1.1 ppts
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 Revenue for the year was RMB528.44 million, 0.9% lower than that in 2020. After taking into account property operating 
expenses, net property income amounted to RMB396.37 million, representing a 0.3% decrease YoY and a net property 
income margin of 75.0% (FY2020: 74.6%).

 With 74% of interest rate exposure hedged and lower US$ and GBP LIBOR rates amplified by the appreciation of the RMB, 
cash interest expenses, which was contained at to RMB62.18 million, represented a decrease of 35.1% YoY. Interest saving 
was the main driver for growth in 2021.

 The CCP Property was appraised at RMB8,638.00 million as at 31 Dec 2021, representing a 1.0% increase while the UK 
Portfolio was appraised at GBP77.83 million (equivalent to RMB669.10 million) as at 31 Dec 2021, representing a 6.7% 
increase YoY in GBP terms. As such, gearing ratio further improved to 30.0% as at 31 December 2021 (31 Dec 2020: 31.1%). 



OPERATING PERFORMANCE

 Spring REIT: Overall stable operation despite weakness in the macro environment. Revenue and NPI declined by 0.9% YoY and 0.3% YoY  
respectively, while NPI margin slightly improved by 0.4 ppt.

 CCP Property: A recovery of occupancy to 98% at end-2021 (End-2020: 90%) helped offset a slightly lower passing rent. As leasing 
market in Beijing somewhat recovered, less early termination income was recognized during the year. As the main driver of our profit, 
CCP Property’s revenue declined by 0.9% YoY, NPI dropped by 0.3% YoY.  

 UK Portfolio: All properties are under long-term leases with UK’s #1 car servicing chain (Kwik Fit).  Car servicing is considered an 
essential service by UK government and garages remained open during COVID. Rental contribution from UK Portfolio remained rock 
solid, contributing 8% and 10% of the total revenue and NPI respectively.
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Interest rate exposure well managed:

 Float-to-fixed IRS was in place, covering 74.4% of our US$ 
denominated loan with an average swap rate of 0.52%.  

 Cash interest expense continued to decline in 2021 due to 
lower USD and GBP LIBOR rate which lowered finance 
costs for unhedged portion of bank loans. This was 
amplified by a stronger RMB against USD and GBP.

CAPITAL MANAGEMENT

Cash Interest Expenses

(RMB million)

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) 2

 Gearing ratio at 30.0% (Dec 20: 31.1%)
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2,580.1 2,533.1 

444.1 427.7 

522.2 513.2 

Dec-2020 Dec-2021

CCP Facilities UK Facility Amount available for drawdown

(RMB million)

Note 1: The figures represent the carrying amounts of the loans in RMB. 

(US$403mn)

(GBP50mn)

(US$80mn)

(US$403mn)

(GBP50mn)

95.78

62.18

FY 2020 FY 2021

Debt Profile (Notional Amounts)

(US$80mn)

Reduced 35.1% YoY on lower 
LIBORs; 74.4% of USD loan 

hedged with IRS

Gearing at 30.0%; Strong balance sheet with debt headroom for growth

Note 2:
In January 2022, the expiring GBP 50 mil loan was refinanced. The new GBP loan has an outstanding amount of GBP 50.5 mil and will expire in January 2025. 
The new GBP loan carries an annual interest rate of Sterling Overnight Interbank Average (SONIA) plus credit adjustment of 0.1193% plus 2.20%.
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CCP PROPERTY:  OPERATIONS SUMMARY

 Rental income at CCP Property remained stable. Total revenue was down by 0.9% YoY due to a lower early termination income as 

leasing market somewhat recovered in Beijing. 

 Property operating expenses declined by 2.7% as other expense such as reinstatement costs decreases along with other revenue-linked 

expenses. Leasing commission increased as more new tenants were brought in, contributing to occupancy back up to 98% at end-2021. 

 Cost structure remained stable, with NPI margin at 73.1% (FY 2020: 72.6%)
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(in RMB million) FY 2021 FY 2020 YoY Chg

Revenues

- Rental income 478.80 479.28 (0.1%)

- Car park income 4.87 4.86 0.2%

- Other income 5.33 9.50 (43.9%)

Total revenue 489.00 493.64 (0.9%)

Property Operating Expenses

- Property management fee (10.34) (10.76) (3.9%)

- Property tax (57.09) (59.87) (4.6%)

- Withholding tax (47.88) (49.83) (3.9%)

- Other taxes (4.03) (5.99) (32.7%)

- Leasing commission (10.63) (1.90) 459.5%

- Others (1.46) (6.75) (78.4%)

Total property expenses (131.43) (135.10) (2.7%)

Net Property Income 357.57 358.54 (0.3%)
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CCP PROPERTY:  LEASING PERFORMANCE

 Average passing rent softened by 1.7% HoH and 2.2% YoY, as Beijing landlords concede on pricing to fill up vacant spaces.

 During 2H 2021, average occupancy rate recovered significantly from 90% to 96% on the back improved leasing demand. Full 

year 2021 average occupancy improved to 93% (FY2020: 92%).

 Passing rent continued to trend downward with the market 
despite early signs of bottoming in wider market occupancy 

 Negative rental reversion of 2.6% for 2H 2021 (1H: 5.5%)

 Retention rate 81.3% (FY20: 47.9%)

 Average occupancy rate strengthened to 93% for FY21 
(FY20: 92%).

 As at 31 December 2021, occupancy rate recovered to 
98% (End-2020: 90%).
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CCP PROPERTY:  TENANT BASE

Diverse and high-quality tenant mix

Note: as of 31 December 2021

 White & Case

 Baxter

 Global Law

 SMBC Nikko Securities

 NBA

 AECOM

 Bain & Company

 Richemont

 AIG

Tenants
% of total leased 

GFA

Epson 5.6%

Conde Nast 4.3%

Zhong De Securities 4.1%

Deutsche Bank 4.1%

Xinyuan 4.0%

22.1%

Note: as of 31 December 2021

Tenants by Industry Top 5 Tenants

Other industry-leading tenants
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CCP PROPERTY:  EXPIRING LEASE PROFILE

 Average lease expiry of existing leases (in GFA terms) as of 31 December 2021 was 813 days.

 Lease expiries in 2022 – about 17% and 12% in the first and second half of 2022, with an average expiring rental rate 

of RMB372 per sqm and RMB365 per sqm. 

 Most of the major leases that were due to expire in the first half of 2022 have been secured for renewal. 

29% 
23% 

16% 

30% 

369

342
359

325

2022 2023 2024 2025 & beyond

Expiring leases as a % of total leasable office GFA

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

Most property expenses are revenue-linked or fixed.  Stable NPI margin.

43%

36%

9%

8%
3%

FY 2021

Withholding 
tax

Property 
Management fee

Other taxes

Property 
taxes

Others

 Property taxes

– Includes real estate tax and land use tax

– 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, which were no longer eligible 
starting from Sep 2021

– 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

18



UK PORTFOLIO OPERATION SUMMARY

• Each of the 84 properties in the UK Portfolio is under a long-term lease with the tenant Kwik-Fit
(GB) Limited, a leading car servicing operator in the United Kingdom, with all but one of the
leases expiring in March 2032.

• Car servicing is considered an essential service by UK government and garages remained open
during COVID.

• Currently, the UK Portfolio has an occupancy rate of 100%, with an annual contract rental income
of approximately GBP4.55 million.

• Spring REIT enjoys substantial pass through of rental income as the leases are “full repairing and
insuring” in nature. This means that the tenant agrees to pay all real estate taxes, building
insurance, and maintenance (the triple "nets") on the properties, in addition to any normal fees
that are specified under the agreement (e.g. rent, utilities, etc.).

• In June 2021, Spring REIT completed the disposal of a small parcel of unused land adjacent to
one of the Kwik Fit sites, resulting in a gain on disposal amounting to RMB149,000.

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

 With a slow global economic recovery, and time to adapt to Chinese policies promoting balanced and healthy growth 

in strategic sectors, we expect to see continuing volatility in the Chinese economy. 

 Nonetheless, market sentiment in Beijing has stabilized as new office supply in the CBD has almost come to an end 

and the CBD area has limited land supply for future office development. Meanwhile, stiff market competition to fill up 

existing vacancies is expected to temporarily weigh on rental levels in the short term. However, the Manager remains 

cautiously optimistic that the dynamics of the Beijing office market will gradually improve.

 Most of the major leases at Spring REIT’s Beijing Property that were due to expire in the first half of 2022 have been 

secured for renewal. In the longer term, the Manager will look to further enhance the quality of its tenant base, while 

integrating a greater focus on sustainable development into its leasing and operation strategy.

 In terms of capital management, the manager is expecting a rise in global interest rates to combat heightened 

inflation. Thanks to our earlier initiative to implement float-to-fixed interest rate hedges covering about 75% of the 

USD loan amounts, we have substantially mitigated the REIT’s interest rate exposure going forward. The other area 

that the Manager has been focusing on is to manage the risks and cost implications around the global transition of 

interbank offered rates (IBORs) to their risk-free rate (RFR) counterparts. The Manager has been exploring various 

options to ensure a smooth transition, including the potential of switching Spring REIT’s USD debt exposure to HKD.

 In 2022, we intend to extend our buyback mandate in order to retain the flexibility to repurchase our units as and 

when the opportunities arise.

 Our enhanced strategic relationships with Sino-Ocean Group Holding Limited and Huamao Property Holdings Ltd. 

remain crucial for us identifying high-quality investment opportunities in the years ahead, and we will ensure that any 

new acquisitions live up to the standards of quality and reliability of our existing assets.
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