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EC World REIT 
ECWREIT.SP 

 

 Resilient core operations; inorganic opportunities 

 

EC World REIT (ECW) delivered resilient 3Q18 results with +2.3% YoY growth 

in adjusted DPU, amidst macroeconomic headwinds. The rise in DPU were 

mainly driven by Wuhan Meiluote acquisition and steady organic growth, 

partially offset by RMB depreciation. With low gearing of 30.7% and visible 

acquisitions pipeline, ECW is well positioned to grow inorganically in FY19. 

ECW is trading at an attractive 9.5% FY19E yield and 0.79x P/B. Reiterate BUY. 

 

 

 Robust, steady results: 3Q18 gross revenue grew 0.1% YoY to S$23.9m, while NPI 
grew by 0.5% YoY to S$22.2m. Distribution to unitholders rose 10% YoY to S$12.4m, 
resulting in DPU of S$1.57c (+9.0% YoY, flat QoQ). Post adjustment of Withholding 

Tax (WHT), DPU was up 2.3% YoY. Underlying portfolio occupancy increased 
marginally by 0.2pp to 96.9%, while gearing remains low at 30.7% (100% fixed rate). 

 Geared for more inorganic acquisitions: Wuhan Meiluote acquisition in April 2018 
was the primary driver of 3Q results growth, contributing ~10% of revenue and ~11% 

of NPI. Wuhan’s 3Q economic growth continues to outperform national averages. 
After passing on ROFR asset Bei Gang Logistics Stage 2 due to non-accretion, ECW 
retains its healthy balance sheet with gearing of 30.7%, leaving plenty of headroom 
for subsequent ROFR injection (already under consideration). 

 Active hedging strategy to protect downside: While core organic growth from 
revenue and NPI were a healthy +6.0% YoY and +6.8% YoY, respectively, in RMB 
terms, results in SGD we dampened by RMB depreciation. Moving forward, we 

believe that unfavourable exchange rate could ease as China has committed not to 
engage in currency war in July 2018. In addition, ECW maintains an active hedging 
policy of up to 75% of projected distribution income (6mo rolling). 

 Reiterate BUY: 9M18 results are inline within expectations, making up ~75% of our 

FY18E forecast. We like ECW for its healthy organic growth and potential acquisition 
(without equity raise) heading into FY19. ECW offers an attractive FY19E yield of 9.5% 
and 3.5% DPU CAGR from FY18-21E. It currently trades at an undemanding 0.79x P/B. 

 

 Y/E 31 Dec (SGD m) FY17A FY18E FY19E FY20E FY21E 

Revenue 91 101 106 109 111 

Distribution income 47 49 52 54 56 

Outstanding shares (M) 783 792 800 808 816 

DPU (SGD cts) 6.0 6.1 6.5 6.7 6.8 

DPU growth (%) NA 2.4% 5.5% 3.5% 1.5% 

Yield (%) 8.8% 9.0% 9.5% 9.8% 9.9% 

BV per share 0.91 0.91 0.90 0.89 0.88 

P/B (x) 0.75 0.76 0.76 0.77 0.78 

Source: Company, SCCM Research; as of 7 Nov 2018 

This report has been prepared by SooChow CSSD Capital Markets (Asia) Pte. Ltd. or one of its affiliates. For analyst certification and other important disclosures, please refer to the Disclosure and Disclaimer section 
at the end of this report. Analysts employed by non-US affiliates are not registered with FINRA regulation and may not be subject to FINRA/NYSE restrictions on communications with covered companies, public 
appearances, and trading securities held by a research analyst account. 
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9M18 results generally in line with estimates 

 9M18 Gross revenue and NPI are generally in line with our estimates at ~72% of 

FY18E. Due to revaluation of investment properties, the bottom line has surpassed 

our expectations with 9M18 net income at 80.9% of FY18E, leading to a 9M DPU of 

S$4.609c at 75% of our estimates. Therefore, we are maintaining our target price of 

S$0.88 and our BUY recommendation. 

Fig 1 -  Results summary 

FY 31Dec (S$m) 3Q18 3Q17 %Change 9M18 9M17 %Change FY18E % of forecast 

Gross Revenue 23.9 23.9 0.1% 72.8 70.7 2.9% 101.0 72.1% 

Operating Expenses -1.7 -1.8 -4.9% -6.3 -5.9 5.5% -9.5 66.0% 

NPI 22.2 22.1 0.5% 66.5 64.8 2.7% 91.5 72.7% 

Net income before financing cost & tax 22.3 20.3 9.8% 62.7 60.3 3.9% 84.6 74.1% 

Interest Income 0.3 0.4 -13.6% 1.1 1.1 2.2% 0.2 532.7% 

Borrowing Costs -6.8 -6.5 4.6% -20.5 -19.3 6.2% -25.8 79.2% 

EBT 15.8 14.1 11.6% 43.3 42.1 2.8% 59.0 73.4% 

Total return before tax 15.8 14.3 10.0% 51.1 39.8 28.4% 59.0 86.6% 

Net income 11.7 9.9 18.8% 35.2 28.2 24.8% 43.5 80.9% 

Income available for distribution 12.527 11.281 11.0% 36.566 35.315 3.5% 48.682 75.1% 

# of units, end of period (m) 790.2 783.2 0.9% 790.2 783.2 0.9% 791.8 99.8% 

DPU (cents) 1.570 1.440 9.0% 4.609 4.521 1.9% 6.149 75.0% 

DPU adj for WHT 1.570 1.530 2.6% 4.710 4.6 2.1% NA NA 

Source: SCCM Research, Company 

Geared for more inorganic acquisitions 

 Topline growth is mainly supported by the latest acquisition: Acquired this April, 

Meiluote contributed ~10% of revenue and ~11% of NPI in 3Q18. Its macroeconomic 

environment also remains positive as Wuhan’s GDP growth of 8.5% in 3Q18 

continues to outperform China’s 6.5% increase. 

 Excluding Meiloute, organic growth was c.2%, translating to flat SGD results for the 

quarter. We think that amidst macroeconomic uncertainty the portfolio as proven to 

be resilient with its in-built escalations, but significant growth will still incur from new 

acquisitions, an untapped potential for this quarter. ECW is still well positioned for 

asset injection with a healthy gearing of 30.7% and visible ROFR pipeline. The 

management currently already has 1 potential asset for acquisition under review. 

Fig 2 -  Current portfolio with rental escalations providing resilient organic growth 

 

Source: Company 
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Active hedging strategy to protect downside 

 ECW’s untranslated results in RMB in 3Q18 are a robust 6.0% rise in revenue and 

6.8% rise in NPI for 2 consecutive quarters 2Q and 3Q18. Their results in operations 

have been on a consistent uptrend for the past 2 years, highlighting quality assets 

initial portfolio and Meiluote. 

Fig 3 -  3Q18 results in RMB 

 
Source: SCCM Research, Company, *4Q17 NPI Include a provision of impairment (RMB5.2m) of receivables at Fu 

Zhuo. There was no impact to DPU for FY17 

 RMB depreciation dampened the results this quarter, leading only to marginal 

increase of 0.1% YoY and 0.5% YoY for revenue and NPI respectively. The negative 

impact of unfavourable exchange rates for 3Q18 are cushioned due to the 

management’s active hedging throughout the year. They have continued with their 

6mo rolling FX hedging strategy moving into 4Q18. They currently have 75% of their 

projected distributable income hedged. Considering the China governments’ stand of 

having no intention to start a currency war announced in July 2018 and ECW’s 

established hedging moving forward, we do not foresee RMB depreciation to 

overshadow ECW’s growth in future, especially if inorganic growth occurs. 

Fig 4 -  Forex Hedging 

Hedge through put spread 2Q18 3Q18 4Q18 

Buy CNH put at 4.8134 CNH put at 4.920 CNH put at 5.020 

Sell CNH put at 4.8634 CNH put at 4.950 CNH put at 5.050 

Source: SCCM Research, Company 
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Financial Statements      
 

Income Statement      

Y/E 31 Dec (in SGD’m) FY17A FY18E FY19E FY20E FY21E 

Gross Revenue 91.4 101.0 105.8 109.1 111.1 

Gross Revenue Growth Rate  10.5% 4.8% 3.1% 1.9% 

      

Property Expenses (8.7) (9.5) (10.2) (10.4) (10.6) 

Net Property Income 82.7 91.5 95.5 98.7 100.5 

Trustee-Manager's fees (5.3) (5.2) (5.9) (5.9) (5.8) 

Trustee's fee (0.3) (0.3) (0.3) (0.3) (0.3) 

Trust and administrative expenses (1.5) (1.4) (1.4) (1.4) (1.4) 

EBIT 75.7 84.6 88.0 91.1 93.0 

EBIT Margin 82.8% 83.8% 83.2% 83.5% 83.7% 

      

Non-Operating Income      

Interest Income 1.5 0.2 0.2 0.2 0.2 

Interest Expense (25.8) (25.8) (25.8) (25.8) (25.8) 

Exceptional Gains/(Losses) (1.6) 0.0 0.0 0.0 0.0 

Net Income 49.7 59.0 62.3 65.4 67.4 

Tax (23.8) (15.4) (16.3) (17.1) (17.6) 

Net Income 25.9 43.5 46.1 48.4 49.9 

Net Gains from revaluation of 
properties 

21.7 0.0 0.0 0.0 0.0 

Total Return for the year 47.6 43.5 46.1 48.4 49.9 

      

Invt Income available for 
distribution 

47.1 48.7 51.9 54.2 55.6 

      

DPU (cents) 6.0 6.1 6.5 6.7 6.8 

DPU Growth Rate  2.4% 5.5% 3.5% 1.5% 
 

Balance Sheet      

Y/E 31 Dec (in SGD’m) FY17A FY18E FY19E FY20E FY21E 

Cash                        138.6 112.8 113.1 113.4 113.7 

Trade Receivables 35.6 39.3 41.2 42.5 43.3 

Current Assets 174.2 152.1 154.3 155.9 157.0 

Investment Properties 1,337.0 1,367.3 1,367.3 1,367.3 1,367.3 

Other LT Assets 0.2 0.2 0.2 0.2 0.2 

Non-Current Assets 1,337.2 1,367.4 1,367.4 1,367.4 1,367.4 

Total Assets                                       1,511.4 1,519.6 1,521.7 1,523.4 1,524.4 
      

Trade Payables  24.6 27.2 28.5 29.4 29.9 

OD & ST Debt 40.1 40.1 40.1 40.1 40.1 

Tax Provision 9.9 15.4 16.3 17.1 17.6 

Other ST Liabilities 1.3 1.3 1.3 1.3 1.3 

Current Liabilities                                75.9 84.1 86.2 87.9 88.9 

LT Debt 395.4 395.4 395.4 395.4 395.4 

Deferred Payments  (over 12 months) 263.2 263.2 263.2 263.2 263.2 

Other LT Liabilities                               59.3 59.3 59.3 59.3 59.3 

Non-Current Liabilities 717.9 717.9 717.9 717.9 717.9 

Total Liabilities                                  793.8 802.0 804.1 805.8 806.8 

      

Total Unitholders' Equity                         717.6 717.6 717.6 717.6 717.6 

Total Liabilities and Equity                       1,511.4 1,519.6 1,521.7 1,523.4 1,524.4 
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Cash Flow Statement      

Y/E 31 Dec (in SGD’m) FY17A FY18E FY19E FY20E FY21E 

Pre-tax Profit 49.7 59.0 62.3 65.4 67.4 

Tax Paid (10.8) (9.9) (15.4) (16.3) (17.1) 

Depreciation & Amortization                        0.0 0.0 0.0 0.0 0.0 

Associates & JVs Inc  0.0 0.0 0.0 0.0 0.0 

Other Non-Cash Adjustments                         14.2 5.1 5.9 5.9 5.8 

Changes in Non-Cash Work Cap                       7.9 (1.2) (0.6) (0.4) (0.2) 

Cash From Operations                               61.0 53.1 52.2 54.6 55.8 

      

Net Change in Property Investments (2.1) 0.0 0.0 0.0 0.0 

Net Change In Investments 0.0 (30.3) 0.0 0.0 0.0 

Net Change in Invmts in Assoc & JVs  0.0 0.0 0.0 0.0 0.0 

Dividends rec'vd from Associates & 
JVs 

0.0 0.0 0.0 0.0 0.0 

Other Investing Activities                         7.7 0.0 0.0 0.0 0.0 

Cash from Investing Activities                     5.6 (30.3) 0.0 0.0 0.0 

      

Distribution to Unit Holders (46.7) (48.7) (51.9) (54.2) (55.6) 

Net Change in Gross Debt 35.8 0.0 0.0 0.0 0.0 

Issue of Units (net of Expenses) 0.1 0.0 0.0 0.0 0.0 

Other Financing Activities                         (61.7) 0.0 0.0 0.0 0.0 

Cash from Financing Activities                     (72.5) (48.7) (51.9) (54.2) (55.6) 

      

Net Changes in Cash                         (7.2) (25.8) 0.3 0.4 0.2 
      

Per Share Data      

Y/E 31 Dec (SGD) FY17A FY18E FY19E FY20E FY21E 

Reported EPU 0.06 0.05 0.06 0.06 0.06 

Adjusted EPU 0.06 0.05 0.06 0.06 0.06 

DPU 0.06 0.06 0.07 0.07 0.07 

BVPU 0.91 0.91 0.90 0.89 0.88 

      

Valuation Ratios      

Y/E 31 Dec (x) FY17A FY18E FY19E FY20E FY21E 

P/E 11.3 12.5 11.8 11.4 11.2 

P/B 0.75 0.76 0.76 0.77 0.78 

      

Financial Ratios      

Y/E 31 Dec FY17A FY18E FY19E FY20E FY21E 

Profitability & Return Ratios (%)      

EBITDA margin 82.8 83.8 83.2 83.5 83.7 

EBIT margin 82.8 83.8 83.2 83.5 83.7 

Net profit margin 28.3 43.1 43.5 44.4 44.9 

ROE 3.6 6.1 6.4 6.7 6.9 

ROCE 2.7 4.2 4.4 4.6 4.7 

Working Capital & Liquidity Ratios      

Receivables (days) 142 142 142 142 142 

Payables (days) 98 98 98 98 98 

Current ratio (x) 2.3 1.8 1.8 1.8 1.8 

Turnover & Leverage Ratios (x)      

Total asset turnover 0.06 0.07 0.07 0.07 0.07 

Gearing Ratio 0.29 0.29 0.29 0.29 0.29 



 

  
 Page 6 of 6 

  

RESEARCH DISCLAIMER 

Important Disclosures 
 
This report was prepared, approved, published and distributed by SooChow CSSD Capital Markets 
(Asia) Pte. Ltd. (Company Registration number: 201726618K) (“SCCM”) which is a company located 
outside of the United States.      
 
Subject to any applicable laws and regulations at any given time, SCCM, its affiliates or companies 
or individuals connected with SCCM (together, “Connected Companies”) may make investment 
decisions that are inconsistent with the recommendations or views expressed in this report and may 
have long or short positions in, may from time to time purchase or sell (as principal or agent) or have a 
material interest in any of the securities mentioned or related securities or may have or have had a 
business or financial relationship with, or may provide or have provided investment banking, capital 
markets and/or other services to, the entities referred to herein, their advisors and/or any other 
connected parties. As a result, recipients of this report should be aware that Connected Companies 
may have a conflict of interest that could affect the objectivity of this report. 
 
See “Special Disclosures” for certain additional disclosure statements, if applicable. 
 
This report is only for distribution to investment professionals and institutional investors. 
 
Analyst Certification 
 
Each of the analysts identified in this report certifies, with respect to the companies or securities that 
the individual analyses, that (1) the views expressed in this report reflect his or her personal views 
about all of the subject companies and securities and (2) no part of his or her compensation was, is 
or will be directly or indirectly dependent on the specific recommendations or views expressed in this 
report. 
 
Analysts and strategists are paid in part by reference to the profitability of SCCM. 
 
Stock Ratings are defined as follows 
 
Recommendation Interpretation  
 

Recommendation Expected absolute returns (%) over 12 months 

Buy More than 15% 

Hold Between 15% and –5% 

Sell Less than –5% 

 
Expected absolute returns are based on the share price at market close unless otherwise stated. 
Stock recommendations are based on absolute upside (downside) and have a 12-month horizon. Our 
target price represents the fair value of the stock based upon the analyst’s discretion. We note that 
future price fluctuations could lead to a temporary mismatch between upside/downside for a stock 
and our recommendation. 
 
Research Conflict Management Policy 
 
SCCM research has been published in accordance with our conflict management policy, which is 
available upon request. 
 
Disclaimers 
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a 
citizen or resident of or located in any locality, state, country or other jurisdiction where such 
distribution, publication, availability or use would be contrary to law or regulation or which would 
subject SCCM to any registration or licensing requirement within such jurisdiction(s).  This report 
is strictly confidential and is being furnished to you solely for your information.  All material presented 
in this report, unless specifically indicated otherwise, is under copyright to SCCM. None of the 
material, its content, or any copy of such material or content, may be altered in any way, transmitted, 
copied or reproduced (in whole or in part) or redistributed in any form to any other party, without 
the prior express written permission of SCCM.  All trademarks, service marks and logos used in this 
report are trademarks or service marks or registered trademarks or service marks of SCCM or its 
affiliates, unless specifically mentioned otherwise. 
 
The information, tools and material presented in this report are provided to you for information 
purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or 
to buy or subscribe for securities or other financial instruments. SCCM has not taken any steps 
to ensure that the securities referred to in this report are suitable for any particular investor. SCCM 
will not treat recipients as its customers by virtue of their receiving the report.   The investments 
or services contained or referred to in this report may not be suitable for you and it is recommended 
that you consult an independent investment advisor if you are in doubt about such investments 
or investment services. In addition, nothing in this report constitutes investment, legal, accounting or 
tax advice or a representation that any investment or strategy is suitable or appropriate to your 
individual circumstances or otherwise constitutes a personal recommendation to you. 
 
Information and opinions presented in this report were obtained or derived from sources that SCCM 
believes to be reliable, but SCCM makes no representations or warranty, express or implied, as to their 
accuracy or completeness or correctness. SCCM accepts no liability for loss arising from the use of the 
material presented in this report, except that this exclusion of liability does not apply to the extent that 
liability arises under specific statutes or regulations applicable to SCCM. This report is not to be relied 
upon in substitution for the exercise of independent judgment. SCCM may have issued, and may in the 
future issue, a trading call regarding this security. Trading calls are short term trading opportunities 
based on market events and catalysts, while stock ratings reflect investment recommendations based 
on expected absolute return over a 12-month period as defined in the disclosure section. Because 
trading calls and stock ratings reflect different assumptions and analytical methods, trading calls may 
differ directionally from the stock rating. 
 

Past performance should not be taken as an indication or guarantee of future performance, and no 
representation or warranty, express or implied, is made regarding future performance. Information, 
opinions and estimates contained in this report reflect a judgment of its original date of publication by 
SCCM and are subject to change without notice.   The price, value of and income from any of the 
securities or financial instruments mentioned in this report can fall as well as rise. The value of 
securities and financial instruments is subject to exchange rate fluctuation that may have a positive or 
adverse effect on the price or income of such securities or financial instruments. Investors in 
securities such as ADRs, the values of which are influenced by currency volatility, effectively assume 
this risk. 
 
This report is distributed in Singapore by SCCM which is a holder of a capital markets services 
licence and an exempt financial adviser in Singapore and (ii) solely to persons who qualify as 
“institutional investors” or “accredited investors” as defined in section 4A(1) of the Securities and 
Futures Act, Chapter 289 of Singapore (the “SFA”). Pursuant to regulations 33, 34, 35 and 36 of the 
Financial Advisers Regulations (the “FAR”), sections 25, 27 and 36 of the Financial Advisers Act, 
Chapter 110 of Singapore shall not apply to SCCM when providing any financial advisory service to 
an accredited investor, or “overseas investor” (as defined in regulation 36 of the FAR). Persons in 
Singapore should contact SCCM in respect of any matters arising from, or in connection with, this 
publication/communication. If you wish to enter into a transaction, please contact the relevant 
Connected Company in your home jurisdiction unless governing law provides otherwise. If jurisdictions 
where the Connected Companies are not registered or licensed to trade in securities, transactions will 
only be effected in accordance with applicable securities legislation which may vary from one 
jurisdiction to another and may require that the trade be made in accordance with applicable 
exemptions from registration or licensing requirements.   
 
SCCM and the Connected Companies may do or seek to do business with companies covered in our 
research report.  As a result, investors should be aware that the firm may have a conflict of interest 
that could affect the objectivity of research produced by SCCM.  Investors should consider our 
research as only a single factor in making their investment decision. 
 
Any reference to a third party research material or any other report contained in this report represents 
the respective research organization's or publisher’s estimates and views and does not represent the 
views of SCCM; and SCCM, its officers, employees do not accept any liability or responsibility 
whatsoever with respect to its accuracy or correctness.  This report may provide the addresses of, or 
contain hyperlinks to websites.  Except to the extent to which the report refers to material on SCCM’s 
own website, SCCM takes no responsibility whatsoever for the contents therein. Such  addresses  or  
hyperlinks  (including  addresses  or hyperlinks to SCCM’s own website material) is provided solely 
for your convenience and information and the content of the linked site does not in any way form 
part of this report.   Accessing such website or following such link through this report or SCCM’s 
website shall be at your own risk. 
 
For U.S. persons only  
 
This research report is a product of SCCM, which is the employer of the research analyst(s) who has 
prepared the research report. The research analyst(s) preparing the research report is/are resident 
outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer 
and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not 
required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with 
U.S. rules or regulations regarding, among other things, communications with a subject company, 
public appearances and trading securities held by a research analyst account. 
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