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 Resilience amid COVID-19 outbreak  

 

ECWREIT FY19 results came in generally inline with our FY estimates. We 

believe ECWREIT will remain relatively resilient amidst COVID-19 outbreak in 

China, backed by master leases with built-in escalations (~67% of AUM), while 

operations are starting to ramp back up. Any potential headwind could come 

from reversions for the expiring FY20E leases (~15% GRI), mainly from 

Hengde Logistics, where we expect the tenant to renew, but revised our +6-

7% reversions assumptions to flattish. Maintain BUY, at a lower TP S$0.88. 

 

 

 FY19 results inline: FY19 DPU came in generally in line at 99.0% of our estimates. 
4Q19 DPU declined 3.8% YoY, mainly due to 5% DI retention in view of the COVID-19 
outbreak. Excluding the retention, 4Q19 DPU would have risen by 1.3% YoY and 6.8% 
QoQ, driven by embedded escalations and the Fuzhou asset acquisition, while FY19 
DPU would have come in at 100.3% of our estimates. 

 COVID-19 to mainly impact Hengde & Wuhan Meiluote lease in FY20E: ~15% of 
ECWREIT’s leases are expiring in FY20E, mainly from the Hengde asset in 2H20 (leased 
to China Tobacco since inception for the past 9 yrs). Mgmt expects the tenant to 
renew their lease, due to the costly nature of moving out. ECWREIT also disclosed 
the non-renewal of ~51% of space of their smaller asset Wuhan Meiluote (~1.6% of 
GRI), and expects limited demand as Wuhan businesses are at a standstill. We 
adjusted our assumption of Meiluote occupancy to ~49% in 2Q20-2Q21, assuming 
recovery to ~95% occupancy thereafter. We expect Hengde lease to be renewed, but 
have revised our FY20E reversion assumptions for all assets from +4-7% to flattish. 

 Resilient amid headwinds, backed by master leases: We expect ECWREIT operations 
to remain robust given significant master lease contributions (~67% of AUM, with no 
variable component and built-in escalations). In addition, we think the e-commerce 
and logistics industry in China is partially cushioned from the adverse impact of the 
virus outbreak as they are relied-on to deliver necessities. All assets except Wuhan 
Meiluote have also received permits to resume operations, where they are operating 
at 60-95% capacity, with manpower as the main bottleneck (which ramps up as 
individual quarantine periods pass). 

 Maintain BUY: After making the aforementioned adjustments to our model, we 
maintain BUY with a lower TP of S$0.88/unit. We have yet to factor in rental 
incentives attributable to COVID-19 outbreak, awaiting further clarity moving 
forward. ECWREIT currently trades at 8.67% FY20E yield and 0.83x P/B. 

 

 Y/E 31 Dec (SGD m) FY18A FY19A FY20E FY21E FY22E 

Revenue 96 99 114 119 122 

Distribution income 49 49 49 52 54 

Outstanding shares (M) 792 797 804 811 817 

DPU (SGD cts) 6.2 6.0 6.1 6.5 6.6 

DPU growth (%) 2.6% -2.1% 1.0% 5.6% 2.4% 

Yield (%) 8.8% 8.6% 8.7% 9.1% 9.4% 

BV per share 0.9 0.9 0.9 0.9 0.9 

P/B (x) 0.8 0.8 0.8 0.8 0.8 

Source: Company, SCCM Research; as of 28 February 2020 

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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FY19 results came in generally in line 

▪ FY19 DPU came in generally in line- stable results offset by DI retention in view of 

COVID-19 situation: FY19 DPU came in at 99.0% of our estimates. 4Q19 DPU declined 

by 3.8% YoY mainly due to 5% retention in view of the COVID-19 outbreak, but rose 

by 1.4% QoQ. Excluding the retention, 4Q19 DPU would have risen by 1.3% YoY and 

6.8% QoQ, driven by embedded escalations and the Fuzhou asset acquisition. FY19 

DPU declined by 2.1% YoY largely due to the retention of 5% of DI in 4Q19, adverse 

FX differences and technical timing difference between the loan drawdown and the 

completion of the acquisition of Fuzhou E-commerce in 3Q19. Excluding the 

retention of 5% distribution, FY19 DPU would have declined by 0.8% YoY, coming in 

at 100.3% of our estimates. 

Fig 1 -  Results summary vs previous FY19E estimates 

FY 31Dec (S$m) 4Q19 4Q18 YoY % 3Q19 QoQ % FY19 FY19E % of forecast 

Gross Revenue 25.9 23.5 10.2% 25.7 0.7% 99.1 101.9 97.3% 

Operating Expenses -1.3 -2.6 -51.1% -2.8 -53.3% -9.4 -11.2 83.6% 

NPI 24.6 20.8 17.9% 22.9 7.2% 89.7 90.7 99.0% 

Trustee-Manager's fees -1.3 -1.3 -3.1% -1.2 7.5% -4.9 -5.8 84.7% 

Trustee's Expenses -0.1 -0.1 11.1% -0.1 1.3% -0.3 -0.3 101.0% 

Other Trust Expenses -0.5 0.0 NM -0.5 -5.1% -1.7 -1.6 106.7% 

Net income before financing cost & tax 22.7 19.5 16.2% 21.2 7.0% 82.9 81.3 101.9% 

Interest Income 0.3 0.4 -19.3% 0.6 -41.1% 1.8 1.5 116.3% 

Borrowing Costs -9.7 -6.9 40.0% -9.3 5.0% -32.9 -30.3 108.7% 

Net Income 13.3 13.0 2.3% 12.5 6.3% 51.7 52.6 98.4% 

Net income aft Tax 29.2 11.7 NM 17.8 NM 65.2 49.9 NM 

Income Available for Distribution 12.7 12.4 2.4% 11.873 7.3% 48.9 48.6 100.6% 

Distribution to Unitholders 12.1 12.4 -2.8% 11.873 1.9% 48.2 48.6 99.2% 

DPU (S$c) 1.510 1.570 -3.8% 1.489 1.4% 6.047 6.111 99.0%* 

Source: SCCM Research, Company, * is at 100.3% of our estimates, assuming no DI retention 

 

COVID-19 to mainly impact Hengde & Wuhan Meiluote lease in FY20E 

▪ Hengde lease renewal to be the key impact on FY20E earnings: Approximately 15% 

of ECWREIT’s leases are expiring in FY20, mainly from Hengde asset. While Mgmt still 

expects the tenant (SOE China Tobacco) to renew their lease, they toned down their 

expectations for positive reversions in view of current situation. They shared that 

given that they are already providing competitive rates (one of the reasons why they 

previously estimated up to +10% positive reversions), and that it is likely to be costly 

for China Tobacco to move to a different location. ECWREIT has several months 

before the lease expiry in 2H20. Hence mgmt may re-enter into talks with the tenant 

in a potentially more positive environment, assuming that the COVID-19 situation 

improves.  

▪ Upcoming drop in occupancy for one of the smaller assets Wuhan Meiluote: Mgmt 

disclosed the non-renewal of a major tenant occupying one of their smaller MTB 

asset Wuhan Meiluote, and expects difficulties in backfilling the space as businesses 

operations are generally at a standstill in Wuhan. We expect limited impact on the 

REIT as the asset contributes to only ~1.6% of 4Q19 portfolio GRI. Mgmt plans to 

prioritise the Hengde Logistics lease renewal, shifting their focus away from Wuhan 

Meiluote until the situation in Wuhan impoves. 

▪ We expect China Tobacco to renew their lease, but have also revised all FY20E 

reversion assumptions to flattish. Our previous reversion assumption for China 

Hengde Logistics was leased to SOE 
China Tobacco since its inception in 
Nov 2010. The asset was built to 
cater to China Tobacco’s needs 

Mgmt typically distributes 98-100% 
of DI, reviewed on a quarter-by-
quarter basis 

Adverse FX impact, which has 
plagued the REIT in FY19, has 
gradually started to ease as the US-
China trade deal progresses in 
phases 



BUY  
TP: SGD 0.88 

24.3%

 
EC World REIT 
ECWREIT.SP 

 

 Results Review 

Singapore  
REITs 

 

 

  
 Page 3 of 6 

  

Tobacco was +6% to 7%. We adjusted our assumption of Wuhan Meiluote 

occupancy to be ~49% occupied from 2Q20-2Q21, recovering to ~95% occupancy 

thereafter.  

▪ We have yet to factor in any potential rental incentives to assist tenants through 

the COVID-19 situation. Mgmt shared that the amount will be reviewed on a case-

by-case basis and it will likely take them several weeks to make the decision. 

Resilient amid headwinds, backed by master leases 

▪ ~67% Master leases to support stability in REIT earnings: We expect resilience in 

ECWREIT due to their significant master lease contributions. (~67% of AUM, with no 

variable component and built-in escalations). As ECWREIT has recently renewed their 

3 masterleases in 2019, they achieved earnings visibility for the majority of the leases 

and hence ~74% of GRI will be expiring 2023 and beyond.  

Fig 2 -  ECWREIT master lease & MTB structure breakdown 

 

Source: Company  

▪ E-commerce & Logistics industries relatively resilient to COVID-19 outbreak –

manpower as key bottleneck:  We think that the e-commerce and logistics industry 

in China is also one of the less susceptible segments to virus outbreak. Other than 

having no direct reliance on human traffic, Mgmt has observed that some E-

commerce tenants such as JD.com continued operations throughout the outbreak to 

deliver necessities in China. All assets except Wuhan Meiluote has received permit 

to resume operations, where they are operating at 60-95% capacity due to the lack 

of manpower. Mgmt is positive on overall business operations and expects gradual 

ramp up in tenant operations as manpower supply recovers (as individual quarantine 

periods pass). 

Maintain BUY 

▪ Maintain BUY: After making the aforementioned adjustments to our model, we 

maintain BUY with end-FY20 TP of S$0.88/unit. ECWREIT currently trades at 

attractive valuation of 8.67% FY20E yield and 0.83x P/B. 

The 4th master lease is from Fuzhou 
E-commerce, which was acquired 
in 2019 and hence is at the 
beginning of its master lease time 
span as well 
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Financial Statements       
 

Income Statement      

Y/E 31 Dec (in SGD’m) FY18A FY19A FY20E FY21E FY22E 

Gross Revenue 96.2 99.1 114.1 118.9 121.8 

Gross Revenue Growth Rate 5.3% 3.0% 15.1% 4.2% 2.5% 

      

Property Expenses (8.9) (9.4) (12.8) (13.2) (13.4) 

Net Property Income 87.3 89.7 101.3 105.7 108.4 

Trustee-Manager's fees (5.1) (4.9) (4.6) (5.4) (5.2) 

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

Trust and administrative expenses (0.9) (1.7) (1.6) (1.6) (1.6) 

EBIT 81.0 82.9 94.8 98.4 101.3 

EBIT Margin 84.2% 83.6% 83.1% 82.7% 83.2% 

      

Non-Operating Income      

Interest Income 1.5 1.8 1.6 1.7 1.8 

Interest Expense (27.4) (32.9) (34.0) (34.0) (34.0) 

Exceptional Gains/(Losses) 3.1 (3.9)    

Net Income 58.2 47.8 62.4 66.0 69.1 

Tax (23.3) (32.9) (23.0) (24.3) (25.4) 

Net Income 34.9 14.9 39.5 41.7 43.7 

Net Gains from revaluation of 

properties 
12.0 50.3    

Total Return for the year 46.9 65.2 39.5 41.7 43.7 

      

Invt Income available for 
distribution 

48.8 48.2 49.1 52.3 54.0 

      

DPU (cents) 6.18 6.05 6.11 6.45 6.61 

DPU Growth Rate 2.6% -2.1% 1.0% 5.6% 2.4% 
 

Balance Sheet      

Y/E 31 Dec (in SGD’m) FY18A FY19A FY20E FY21E FY22E 

Cash                        142.1 119.5 124.3 130.5 136.5 

Trade Receivables 38.3 36.9 44.4 46.3 47.4 

Other Current Assets 0.3 0.1 0.1 0.1 0.1 

Current Assets 180.8 156.5 168.8 176.9 184.0 

Investment Properties 1,335.0 1,567.6 1,567.6 1,567.6 1,567.6 

Non-Current Assets 1,335.0 1,567.6 1,567.6 1,567.6 1,567.6 

Total Assets                                       1,515.8 1,724.0 1,736.4 1,744.5 1,751.6 

      

Trade Payables  23.4 34.1 30.7 32.0 32.8 

OD & ST Debt 474.7 67.9 67.9 67.9 67.9 

Current Tax Liabilities 9.2 11.7 23.0 24.3 25.4 

Other ST Liabilities 0.1 4.3 4.3 4.3 4.3 

Current Liabilities                                507.3 118.1 125.9 128.5 130.4 

LT Debt 0.0 586.6 586.6 586.6 586.6 

Deferred Payments  (over 12 months) 262.4 271.0 271.0 271.0 271.0 

Other LT Liabilities                               57.5 64.4 64.4 64.4 64.4 

Non-Current Liabilities 320.0 922.0 922.0 922.0 922.0 

Total Liabilities                                  827.3 1,040.1 1,047.9 1,050.5 1,052.4 

      

Total Unitholders' Equity                         688.6 683.9 688.5 693.9 699.2 

Total Liabilities and Equity                       1,515.8 1,724.0 1,736.4 1,744.5 1,751.6 
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Cash Flow Statement      

Y/E 31 Dec (in SGD’m) FY18A FY19A FY20E FY21E FY22E 

Pre-tax Profit 58.2 47.8 62.4 66.0 69.1 

Tax Paid (15.9) (15.2) (11.7) (23.0) (24.3) 

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                         25.9 43.1 9.7 10.6 10.4 

Changes in Non-Cash Work Cap                       (4.9) 16.7 (11.0) (0.6) (0.4) 

Cash From Operations                               63.4 92.3 49.4 53.0 54.8 

      

Net Change in Property Investments (1.4) (3.4) 0.0 0.0 0.0 

Net Change In Investments (28.9) (152.8) 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                         (0.0) 0.0 0.0 0.0 0.0 

Cash from Investing Activities                     (30.4) (156.2) 0.0 0.0 0.0 

      

Distribution to Unit Holders (48.1) (48.5) (49.1) (52.3) (54.0) 

Net Change in Gross Debt 41.7 130.7 0.0 0.0 0.0 

Issue of Units (net of Expenses) 0.0 0.0 4.6 5.4 5.2 

Other Financing Activities                         (69.3) (26.8) 0.0 0.0 0.0 

Cash from Financing Activities                     (75.7) 55.4 (44.6) (46.8) (48.8) 

      

Net Changes in Cash                         (42.7) (8.4) 4.8 6.2 6.0 
      

Per Share Data      

Y/E 31 Dec (SGD) FY18A FY19A FY20E FY21E FY22E 

EPU 0.06 0.08 0.05 0.05 0.05 

DPU 0.06 0.06 0.06 0.06 0.07 

BVPU 0.87 0.86 0.86 0.86 0.86 

      

Valuation Ratios      

Y/E 31 Dec (x) FY18A FY19A FY20E FY21E FY22E 

P/E 11.9 8.6 14.3 13.6 13.1 

P/B 0.8 0.8 0.8 0.8 0.8 

      

Financial Ratios      

Y/E 31 Dec FY18A FY19A FY20E FY21E FY22E 

Profitability & Return Ratios (%)      

EBIT margin 84.2 83.6 83.1 82.7 83.2 

Net profit margin 36.3 15.0 34.6 35.1 35.8 

ROE 5.0% 2.2% 5.7% 6.0% 6.3% 

ROCE 3.5% 1.6% 3.6% 3.8% 3.9% 

Working Capital & Liquidity Ratios      

Receivables (days) 142 142 142 142 142 

Payables (days) 98 98 98 98 98 

Current ratio (x) 0.4 1.3 1.3 1.4 1.4 

Turnover & Leverage Ratios (x)      

Total asset turnover 0.06 0.06 0.07 0.07 0.07 

Gearing Ratio 0.32 0.38 0.38 0.38 0.37 
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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 
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subject SCCM to any registration or licensing requirement within such jurisdiction(s).  This report 
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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, 
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the prior express written permission of SCCM.  All trademarks, service marks and logos used in this 
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affiliates, unless specifically mentioned otherwise. 
 
The information, tools and material presented in this report are provided to you for information 
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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. 
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