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EC World REIT 
An accretive acquisition and longer WALE 
 

SINGAPORE | REAL ESTATE (REIT) | 1Q19 RESULTS  

 1Q19 NPI and DPU were in line with our forecast.  
 WALE by GRI extended from 1.8 to 4.7 years due to the extension of master leases. 
 Proposed yield accretive acquisition of ROFR asset with 5+5 year master leases 

expected to increase FY19e/FY20e DPU by 0.64% and 6.17% respectively.  
 100% of debt maturing in July 2019; refinanced debt maturity profile will be lumpy. 
 Maintain Buy with higher TP of S$0.87 (prev. S$0.85) to factor in the proposed 

acquisition. 
 

Results at a glance

(SGD mn) 1Q19 1Q18 YoY Comments

Gross revenue 23.9 23.9 -0.3% Mainly due to exchange rate differences. In 

RMB terms, gross revenue grew 3.0% YoY 

due to built in rental escalations and 

contributions from acquisition of Wuhan 

Meiluote (Apr 2018).

Net property income 21.2 21.5 -1.4% NPI grew 1.9% YoY in RMB terms.

Distributable income 11.9 11.6 3.1%

DPU (cents) 1.501 1.469 2.2%

Source: Company , PSR  
 

The Positives 
+ WALE by GRI extended from 1.8 to 4.7 years due to extension of master leases. 99.3% 
of shareholders voted in favour of accepting the master leases on Chongxian Port, Beigang 
Stage 1 and Fuheng warehouse at the EGM held on 22 April 2019. 
 

+ Proposed yield-accretive acquisition of ROFR asset with 5+5 year master leases. On a 
pro-forma basis, the 6.4% acquisition yield on Fuzhou e-commerce will lift NPI and DPU by 
16.4% and 1.6% respectively. However, the acquisition will push gearing from 31.3% to 
41.1%, which is slightly above the 40% gearing targeted by management. The asset is 
located beside ECW’s e-commerce asset, Fu Heng warehouse, and will be leased out to 2 
master lessees on a 5+5 year term, with built-in rental escalation of 2.25% p.a. Acquisition 
is expected to be completed in 3Q19. Assuming full funding by debt, we expect 
FY19e/FY20e DPU to increase by 0.6%./6.17%. 
 

The Negatives 
- 100% of debt maturing in July 2019; refinanced debt maturity profile will be lumpy. The 
Management shared that they are in the final stages of concluding the refinancing of all 
loans. It is likely a maturity of 3 years. Refinancing this batch of loans will once again lead to 
a lumpy debt maturity profile. 
 

Outlook 
Extended WALE of 4.7 years and committed portfolio occupancy of 99.97% provides much 
income visibility. This is important in the context of the current global geopolitical tensions 
and economic uncertainty. Key risk is the depreciation of the RMB, which is partially 
mitigated by the rolling 6-month hedging strategy implemented on 75% of the 
distributable income. 
 

Maintain Buy with higher TP of S$0.87 (prev. S$0.85) 
We raise our target price to S$0.87 to incorporate the proposed yield-accretive acquisition 
of the Fuzhou E-Commerce asset. EC World trades at an attractive yield of 8% and a P/NAV 
of 0.93x. 
 

The report is produced by Phillip Securities Research under the ‘SGX StockFacts Research Programme’ 
(administered by SGX) and has received monetary compensation for the production of the report from the entity 
mentioned in the report.  
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KEY FINANCIALS
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Dist. Inc. (SGD mn) 47           49           51            56           

P /NAV (x) 0.87       0.91        0.93       0.96       
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Distribution Yield 7.6% 7.8% 8.0% 8.7%

Source: Company Data, PSR est.
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Details of proposed acquisition of Fuzhou E-Commerce 
 
The Fuzhou E-commerce asset has an NPI yield of 6.4 and is located right next to its existing 
asset, Fu Heng warehouse. One of the master tenants is Ruyicang, which is an affiliate of 
Alibaba.  
 
Figure 1: Details of asset 

 
   Source: Company  

 
 
Figure 2: Together with Fu Heng warehouse, the adjacent sites form the largest e-
commerce fulfilment warehouse in Hangzhou. 

 
      Source: Company  

Figure 3: Acquisition increases proportion of revenue sourced from e-commerce sector 
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Source: Company  
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Financials

Statement of Total Return and Distribution Statement Balance Sheet

Y/E Dec, SGD mn FY16 FY17 FY18 FY19e FY20e Y/E Dec, SGD mn FY16 FY17 FY18 FY19e FY20e

Gross  revenue 96       91       96       106     118     ASSETS

Property expenses (12)      (9)        (9)        (10)      (11)      Investment properties -      1,337  1,335  1,559  1,559  

Net property income 84       83       87       95       107     Others 1,333  -      -      -      -      

Net Finance (Expense)/Inc (20)      (24)      (26)      (33)      (41)      Total non-current assets 1,333  1,337  1,335  1,559  1,559  

Manager's  fees (2)        (5)        (5)        (7)        (6)        

Other i tems (72)      (84)      (87)      (3)        (2)        Cash and cash equiva lents 104     139     142     168     161     

Net income 75       52       57       53       58       Trade and other receivables 36       36       38       43       48       

Other ga ins  and FV changes (2)        20       13       0         -        Others 8         -      0         -      -      

Tota l  Return Before Tax 73       71       70       53       58       Total current assets 147     174     181     211     209     

Taxation (17)      (24)      (23)      (19)      (20)      Total assets 1,481  1,511  1,516  1,770  1,768  

Total  Return After Tax 56       48       47       34       38       

Dis tribution adjustments (37)      (0)        2         16       19       LIABILITIES

Income avai lable for dis tribution 19       47       49       51       56       Trade payables 26       25       23       26       29       

DPU -        6.03    6.18    6.32    6.88    Borrowings 2         40       475     -      -      

Others (28)      11       9         11       13       

Total current liabilities -      76       507     37       42       

Deferred income tax l iabi l i ties 263     262     262     262     

Per share data (cents) Borrowings 397     395     -      727     727     

Y/E Dec FY16 FY17 FY18 FY19e FY20e Others 63       59       58       58       58       

NAV 93.00  91.18  86.69  84.69  82.19  Total non-current liabilities 459     718     320     1,047  1,047  

DPU nm 6.03    6.18    6.32    6.88    Total liabilities 459     794     827     1,083  1,088  

*Forward EPU does not include change in Fair Value of Investment Properties

Net assets 1,021  718     689     687     680     

Represented by:

Cash Flow Unitholders ' funds 785     788     689     687     680     

Y/E Dec, SGD mn FY16 FY17 FY18 FY19e FY20e FX translation reserve (59)      (71)      -      -      -      

CFO

Total  return 55.8    47.6    46.9    34.4    37.5    

Adjustments 38.2    33.1    37.2    58.5    64.7    

WC changes 52.4    (3.8)     (4.9)     6.9      7.8      Valuation Ratios

Income tax pa id (5.0)     (16.0)   (15.9)   (16.7)   (18.2)   Y/E Dec FY16 FY17 FY18 FY19e FY20e

Cashflow from ops 141.5  61.0    63.4    83.1    91.9    P/NAV (x) nm 0.87    0.91    0.93    0.96    

Dis tribution Yield (%) nm 7.6% 7.8% 8.0% 8.7%

CFI NPI yield (%) 6.3% 6.2% 6.5% 6.1% 6.9%

Purchase of investment properties(8.3)     (2.2)     (1.5)     (223.6) -        Growth & Margins (%)

Others (237.8) 7.7      (28.9)   -        -        Growth

Cashflow from investments (246)    6         (30)      (224)    -          Revenue nm -4.4% 5.3% 9.9% 11.6%

Net property income (NPI) nm -1.4% 5.6% 9.1% 12.1%

CFF DPU nm nm 2.6% 2.3% 8.9%

Loans , net of repayments 141.3  35.8    41.7    251.9  -        Margins

Dividends (7.7)     (46.7)   (48.1)   (50.6)   (56.4)   NPI Margins 87.8% 90.5% 90.8% 90.1% 90.5%

Others 48.8    (61.6)   (69.3)   (34.5)   (42.5)   Net Income Margin 78.0% 56.4% 59.2% 49.7% 48.9%

Cashflow from financing 182.5  (72.5)   (75.7)   166.8  (98.9)   Key Ratios

Net change in cash 77.9    (5.9)     (42.7)   26.4    (7.0)     Gearing 26.9% 31.3% 31.3% 41.1% 41.1%

Ending cash 94.3    87.2    43.7    70.1    63.0    ROA 7.5% 3.2% 3.1% 2.1% 2.1%

Securi ty depos i ts 9.3      51.5    98.4    98.4    98.4    ROE 14.2% 6.1% 6.4% 5.0% 5.5%

Source: Company, PSR

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.  
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutra l 3

-5% to -20% Reduce 4

< -20% Sel l 5

Ratings History

PSR Rating System

Remarks

We do not base our recommendations  entirely on the  above quanti tative 

return bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  

ri sk reward profi le, market sentiment, recent rate of share price appreciation, 

presence or absence of s tock price catalysts , and speculative undertones  

surrounding the s tock, before making our fina l  recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under the 
Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in part, 
for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public 
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied 
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is 
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any 
corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time without 
prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for 
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent 
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be 
considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and may 
have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip Securities 
Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or investment 
services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons 
involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase 
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. 
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and 
Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the 
investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, 
directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise hold an 
interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, information may 
be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, 
employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons associated with or 
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may, to the 
extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or persons associated 
with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of this report, may have 
issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific 
investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion. 
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge 
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the 
analyses or reports; and 

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert 
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports. 


