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Basic Issuer Information 

Issuer 
Equity ticker 
Corporate ticker 
Credit Rating (M/S/F) 
Country of risk 
Sector 

CAPL Limited 
CAPL SP Equity 

CAPL SP Corp 
Unrated 

Singapore 
Real Estate Developer 

CAPLSP 4.076 09/20/22 Price Since Inception  

 

Company Description 

CAPL Limited is the largest real estate company in 
Asia with S$131.7 billion portfolio comprising 
integrated development, shopping malls, lodging, 
offices, homes, real estate investment trusts (REITs) 
and funds. It currently operates in over 30 countries, 
focusing mainly on Singapore and China businesses 
and looking to expand into markets such as Vietnam, 
Europe and the U.S. 
 

Key Financials 

S$ 
Revenue (m) 
Gr Rate (%) 
EBITDA (m) 
Margin (%) 
FFO (m) 
CFO (m) 
Capex (m) 
FCF (m) 
Debt/EBITDA 
EBITDA/Int 
D/E Ratio  

FY17A 
4,618.2 

-12.1 
1,665.9 

36.07 
1,992.6 
1,953.5 
-2,231 
147.3 

8.96 
4.97 
1.60 

FY18A 
5,602.4 

21.3 
2,339.5 

41.76 
1,886.3 

446.1 
-1,796 
-801.5 

7.45 
4.98 
1.65 

 

FY19E 
7169.1 

28.0 
3,539.1 

49.37 
2406.8 
-665.5 

-2528.1 
-1267.2 

5.95 
5.94 
1.45 

FY20E 
7985.6 

11.4 
3,799.3 

47.58 
2636.4 
3626.0 

-3097.6 
1120.1 

5.79 
6.42 
1.38 

Key Executives 

Ng Kee Choe 
Lee Chee Koon 
Andrew Lim    

                               Chairman 
Chief Executive Officer 
Chief Financial Officer 

 

Stability in Uncertainty  

Recommendations  
We are initiating coverage of CAPL. We have given an issuer profile 
rating of overweight to CAPL's credit outlook. We will be focusing on 
the senior unsecured CAPLSP 4.076 09/20/22 which is at maturity 
and has a principal of USD400 million. 
 

 
Source: Bloomberg 
 
Recent Developments 
CAPL has divested close to S$5.7b worth of assets ytd, exceeding its 
annual target divestment of S$3b. Notable recent sales include Central 
China Real Estate – Hong Kong (S$496m), The Star Vista (S$296m), 
Starhub (S$179.5m). Meanwhile recent asset acquisitions include 
Ascendas-Singbridge REIT (S$11b in 50-50 shares and cash) and 
Liang Court (S$400m). 
 
Key Credit Considerations 
● Consistent recurring income from investment properties. 
● Robust and comprehensive portfolio management strategy that 

combines targeted acquisitions with divestments of non-
performing malls. 

● CAPL's reliability and position as a market leader suggests that 
refinancing risks are low. 

 
Credit Positives 
● Strong and reliable ownership and management with prominent 

technocrats at the helm and accredited sovereign wealth fund 
Temasek Holdings owning the lion's share of CAPL. The presence 
of strong backers showcases CAPL's importance in Singapore and 
the network effects it can tap on. 

● Strong capital recycling strategy is part of CAPL grand plan for a 
robust portfolio management strategy. This gives CAPL 
comfortable leeway for new infrastructure investments. 

● Large portfolio with diversified income streams lets CAPL spread 
out its financial risks and stabilise their financial positions. 
 

Credit Negatives 
● Dependence on divestments in the backdrop of drying up short-

term pipeline leaves CAPL exposed to macroeconomic risks, ill-
prepared in the likelihood of an economic downturn and a highly 
erratic cash flow. 

● Dependence on China property business as a key revenue driver 
makes CAPL over-exposed to the spillover effects of the US-China 
trade war and cooling measures through macro control policies 
such as tightening financing to developers and lending for home 
buyers of the Chinese property market. 

 CapitaLand Limited  

Overweight  

   Fixed Income Department  Jan 2020 
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Figure 1.  
CAPLSP Corporate/Business Structure 

 
 
Source: CAPL Investor Presentation 
 
Figure 2.  
CAPLSP Revenue Breakdown by Asset Class 
 

 
 
Source: NUS Investment Society’s Estimates 
 
Figure 3.  
CAPLSP AUM Revenue Growth 

 
Source: CAPL Investor Presentation 
 
 
 
 
 
 
 
 

Company Overview 
CAPL has one of the largest real estate investment management 
businesses globally. It manages eight listed real estate investment 
trusts (REITs) and business trusts as well as over 20 private funds.  
 
Revenue by Asset Class 
CAPL owns a diverse portfolio of assets which are categorised into 
residential and commercial strata, retail, commercial, lodging, 
corporate and others, as well as logistics and business parks starting 
from 2019 following the acquisition of Ascendas-Singbridge. Figure 2 
shows the breakdown of revenue by asset classes and includes 
estimates for 2019-2022. 
 
Revenue by Function 
CAPL's recurring income from property leasing and fund management 
will be its dominant earnings driver from 2019 onward, as while home 
sales in China and Singapore are dampened. Estimated assets under 
management (AUM) have grown 25% to S$116.5 billion after 
acquisition of Ascendas-Singbridge is finalised in 3Q of 2019, allowing 
it to exceed its targeted AUM of S$100 billion by 2020.  
 
Geographical Presence 
Singapore 
CAPL's foray into new asset classes and markets could fuel this year's 
profit growth and return on equity, especially with its S$11 billion 
Ascendas-Singbridge acquisition. The deal will give CAPL significant 
exposure to industrial properties, diversifying their asset portfolio. In 
Singapore, its Jewel Changi Airport mall opened in April with a 
committed occupancy rate of 98%. About 21% of its luxury residential 
project One Pearl Bank, with 774 units, was pre-sold for S$237 million 
with an average unit price of S$2,371 per sq ft. During the launch of 
Sengkang Grand Residences, 216 of the 280 available units were sold  
during the first weekend. 
 
CAPL demonstrates its commitment to Singapore as seen from its 
latest acquisition of W Hotel and the divestment of Novotel Clarke 
Quay, to be replaced with W Hotel Singapore as part of its asset 
recycling strategy. This is a good sign as CAPL stood to earn a net gain 
from the sale and purchase. The planned mixed-use development will 
serve to revitalise Liang Court and its vicinity. 
  
However, CAPL's home sales business is expected to have slower 
growth, as most of its unit inventory in Singapore has been sold. Rising 
land prices will make it difficult to replenish its residential land bank 
in Singapore, and it is likely to remain disciplined in bidding for sites.  
 
China 
CAPL continues to profit from the strong property business in China. 
The reorganisation of its China portfolio has led to CAPL’s mall 
disposals in tier-3 cities to refocus attention to malls in Tier-1 and 
Tier-2 core city clusters like Beijing, Shanghai, Guangzhou, Wuhan, 
Chongqing and Chengdu. Property sales in China increased to 31% in 
H1 of 2019. Retail leasing remained healthy despite the weakening 
economy, as the net property income of its China malls rose 14.5% in 
1H. CAPL's earnings could benefit from its improving China property 
business driven by both home sales and retail leasing in China's major 
cities. It achieved a pre-leasing ratio of 95% for the retail portion of 
Raffles City Chongqing.  
 
Recent Earnings Review 
● In its latest quarter (Q3 of 2019), CAPL reported a total PATMI of 

S$333.9 million in 3Q 2019, 7.8% or S$28.3 million lower than 
3Q 2018. This was largely attributed to lower portfolio gains 
recorded during the quarter compared to the same period a year 
ago, partially mitigated by higher operating PATMI. 
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Figure 4.  
CAPLSP Revenue by Location 

 
Source: CAPL Investor Presentation 
 
Figure 5.  
Major Shareholders (Top 5) 

Source: Bloomberg (updated on 6 Dec 2019) 
 
Figure 6. 
Capital Structure 

 
Source: Bloomberg 
 
Figure 7. 
Residential Sales in Singapore                               

Source: Urban Redevelopment Authority of Singapore 
 
Figure 8.  
Generally Lower SIBOR Rates 

 

Source: Monetary Authority of Singapore 

● The Operating PATMI of S$277.6 million was 18.8% higher than 
the corresponding period in 2018. The increase was mainly 
attributable to the maiden contribution from Ascendas-
Singbridge (ASB), higher contributions from development 
projects in China and fee income from Vietnam.  

● Revenue for the quarter increased by 37.1% to S$1,727.8 million, 
mainly due to higher contributions from development projects in 
China and contributions from ASB and the Group’s multifamily 
portfolio in the USA.  

 

Ownership and Management 

Temasek Holdings, a Singapore Sovereign Wealth Fund is the majority 
shareholder of CAPL Limited. In June 2019, CAPL completed an S$11 
billion acquisition of Ascendas-Singbridge Pte Ltd (“ASB”), a Temasek 
subsidiary. Temasek increased its ownership of CAPL from 
approximately 40.8 per cent to 50.99% solidifying Temasek’s position 
as the controlling shareholder upon the close of the transaction.  
 
American asset manager BlackRock Inc, one of the largest asset 
management firms in the world is the next largest shareholder with 
5.12% of shares. In April 2019, BlackRock sold 442,300 shares, the 
largest number in a single transaction. However, it remains as the 
second largest shareholder of CAPL.  
 
Despite the various businesses owned by CAPL, it mainly issues bonds 
through CAPL Ltd and CAPL Treasury Ltd 
 

Industry Outlook 
Singapore 
Singapore’s Stellar Residential Sales 
Residential investment sales increased by 1.3% in 3Q 2019 (Fig. 7), 
compared with a 1.5% increase in the previous quarter. Investors 
continue to exhibit confidence in Singapore’s booming private 
property market as evident in the interest in new launches like One 
Pearl Bank. This may be attributed to recent lower 3-month SIBOR 
rates which have consistently stayed under 2% since August 2019 
(Fig. 8). Developers are cognisant of this demand and have launched 
3,628 uncompleted private residential units (excluding ECs) for sale 
in 3rd Quarter 2019, compared with 2,502 units in the previous 
quarter. Despite the government’s attempt to regulate the housing 
prices through high stamp duties (20%) for foreigners, global capital 
continues to seek opportunities in Singapore. Singapore’s luxury 
apartment sales have also hit an 11-year high, mainly driven by 
Chinese demand. 
 
Despite a potential residential glut, we expect investor interest in 
Singapore real estate to continue, given low interest rates and 
Singapore remaining a gateway into Asia with a stable government 
and pro-business sentiments. 
 
New Opportunities For Singapore Office Space 
Amidst the macroeconomic headwinds, the real estate investment 
market in Singapore remained resilient. The commercial sector 
continued the strong momentum started in Q2 2019 (Fig. 9) and 
accounted for 41% of total investment volume in Q3. 

Available floor space for offices has steadily increased from 7,730,000 
sqm in Q4 2016 to 8,079,000 sqm in Q3 2019, with the 10.6% vacancy 
rate the lowest in 3 years. Grade A office rents are projected to 
maintain an upward trajectory from 2019 to 2022, though more 
slowly compared to the early part of the rental recovery cycle. The 
development of Grade A offices by CAPL such as 79 Robinson Road and 
CapitaSpring which are to be completed in 2020 and 2021 
respectively are likely to have a high occupancy rate despite the 
committed occupancy being more than 30% and 31% respectively (as 

Holder	Name %	Outstanding

1 Temasek	Holdings 50.98

2 BlackRock	Inc 5.12

3 Vanguard	Group	Inc 1.77

4 Norges	Bank 0.82

5 Dimensional	Fund	Advisors 0.59
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Figure 9. 
Investment Volume Growth by Sector in Singapore 

Source: Colliers International 
 
Figure 10. 
Growth of Available Office Floor Space and Reduction 
of Vacancy Rate  

Source: Urban Redevelopment Authority of Singapore 
 
Figure 11. 
CapitaLand’s  new 150,000 square metre prime 
residential plot (demarcated by red box) in 
Guangzhou is part of an integrated residential zone 
with amenities such as an upcoming school 
(demarcated by orange area) 

Source: CAPL Investor Presentation 
 
Figure 12. 
New Supply, Net Absorption and Vacancy Rate From 
2017 To 2023F (‘000 sq metres) in Beijing 

Source: Colliers International 
 
 

of 5 November 2019). Meanwhile, occupiers are expected to widen 
their location criteria in office requirements, leading to an increase in 
leasing demand for Grade B/B+ offices. 

Rental growth could be further supported by the withdrawal of 
existing stock for redevelopment, as landlords adopt the URA 
incentive scheme. Incentives to redevelop older CBD office buildings, 
coupled with tight vacancies and a light supply pipeline, should 
encourage more investments into the sector.  

Limited Retail Space Supply in 2020 will be New Norm 
Retail space, however, has not had much change in its available floor 
space, hoovering at the low end of 6,000,000 sqm for the past 3 years 
(Fig. 10). Retail’s vacancy space in Q3 2019 has also been hovering 
around the lower end at 7.5%. This slowdown in supply is likely to 
have a stabilising effect on the market, which will guard against an 
oversupply of retail space. Due to the changing nature of the retail 
industry, mall owners should rethink their tenant mix to cater to new 
trends like experiential retail. On that note, malls with high population 
catchment and asset enhancement potential are likely to fare better. 
 
China 
Subdued China Home Sales Likely to be Hit Even Further by 
Cooling Measures 
China’s real estate market continues to cool off as the government is 
winning its fight against housing speculation through its macro 
control policies amid a slowing economy. It has imposed additional 
taxes on overseas buyers, adopted rent controls or long-term rent 
freezes to protect tenants and stem spiraling prices. President Xi has 
even stated in 2017 that houses “are built to be lived in, not for 
speculation”. This has and will continue to be a recurring theme in 
China’s real estate market. In October, only 50 of 70 mainland cities 
saw prices grow, down from 53 in September, bottoming out to the 
lowest count since February 2018. While the slowdown in China and 
real estate’s status as a significant pillar of the national economy in 
China has given reason for the government to relax some policies, the 
government will likely instead have policies that are city-based and 
make appropriate adjustments depending on their effects.  

The largest markets have been kept in check as home prices grew an 
average of 0.4 percent last month in both Shanghai and Shenzhen, but 
Beijing saw prices fall by 0.2% and Guangzhou slid by 0.1%. This is a 
far cry from the double-digits rates of annual growth seen in earlier 
years. However, home sales in first- and second-tier cities (where 
Capitaland’s land bank is located in) should outperform third-tier and 
smaller cities on resilient demand from first-time home buyers, 
reflecting those cities' robust population growth via migration. We are 
cautiously optimistic that it is unlikely for Capitaland’s housing 
projects will take a beating from the cooling measures. In fact, its 2  
prime residential sites in the pipeline in Guangzhou is located in the 
heart of Zengcheng District, the engine of Guangzhou’s industrial 
growth and the site of the city’s future second international airport. 
The government plans to grow the district’s population from the 
current 1.15 million to 2.1 million by 2020, making Zengcheng the 
fastest-growing district in Guangzhou.  Part of a mature residential 
zone, the sites are surrounded by well-established amenities including 
malls, schools, a hospital, a library and other residential 
developments.   

Despite the current moves by the Chinese government to prevent 
overheating of property markets, we predict that some policies may 
be eased given the potential and attractiveness of Chinese properties, 
to encourage growth in its economy if necessary. 

 
 

Commercial 4,634.0				 3.2 121.0

Residential 3,057.0				 90.1 4.7

Hospitality 2,775.0				 545.3 1808.4

Industrial 681.0								 12.0 -41.2

Shophouses 94.0											 527.1 -22.6

Q3	2019	

(SGD	mil)

%	change	

QOQ

%	change	

YOY

Investment	sales	volume	by	sector
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Figure 13. 
Chinese Government Taking Measures to Curb 
Financial Risks While Pursuing its Macroprudential 
Monetary Policy 

 
Source: Capital Economics 
 
Figure 14. 
Five Core Cities Cluster under CapitaLand’s China 
Strategy 

 
Source: CAPL Investor Presentation 
 
Figure 15. 
Lowfields Way Warehouse in Yorkshire, UK 

 
Source: CAPL 
 
Figure 16. 
Strong growth in FDI into Vietnam 

 
Source: Tradingeconomics.com, Ministry of Planning 
and Investment (Vietnam) 

Some Bad Omens for Chinese Developers 
China's home prices could slow to a low-to-mid single-digit growth 
rate next year due to tightening liquidity. The 5-year Loan Prime Rate, 
also the benchmark for home mortgage is set to be unchanged at 
4.80% (Fig. 13).  This stems from China’s fight to curb risk from over-
lending to real estate, high household leverage and a potential 
property bubble. Since July, the central bank and banking regulator 
stepped up measures to control lending to real estate while the 
Politburo has cautioned against using real estate as a short-term 
means to stimulate the economy. Sales of China's new homes could 
stay stagnant at about 13 trillion yuan in 2020 and the market is likely 
to lose more momentum as developers offer big discounts to entice 
buyers. 
 
CAPL has a presence in 49 Chinese cities which are split into the 
following five core city clusters: Beijing / Tianjin, Shanghai / 
Hangzhou / Suzhou / Ningbo, Guangzhou / Shenzhen, Chengdu / 
Chongqing / Xi’an, and Wuhan (Fig. 14). Out of these 49 cities, 45 of 
them are considered tier 1 and 2 cities. In particular, developers with 
a strong focus on the Pearl River Delta and other high growth Chinese 
cities could benefit from the potential home-sales growth in the 
region, given optimism for more accommodative policies to encourage 
people to work and live in the region. 
  
Short Term Pessimism in Office Rental Space 
It is no bed of roses for the office rental space in China too. First-tier 
cities could extend their decline on  fading economic outlook and 
ample fresh supply of office space. Average prime office rents in 
Beijing fell 2.5% in the first three quarters of 2019, the largest decline 
among China's major markets. This is because 840,000 sq m of fresh 
rental space pushed up the vacancy rate (Fig. 12). A more tenant-
favourable market is expected going into 2020 where 6 million sq ft of 
prime office space, amounting to 6.3% of Beijing’s existing stock, is 
scheduled for completion. 
 
Singapore, United Kingdom, China & India 
Leasing of Logistics Property, Industrials and Business Parks 
Globally, structural change from online retailing is causing major 
disruption to logistics property. Innovation to automate the supply 
chain will have implications for logistics-property specifications, 
increasing the demand for highly customised spaces. Advanced 3-D 
printing or driverless vehicles, for example, could radically change the 
role, size, location and design of industrial warehousing, quickly 
rendering some facilities redundant. 
Pricing of industrial stock is becoming increasingly building-specific, 
with location, specification, occupant and lease terms becoming all 
relevant. Rents continue to rise in London, specifically for last-mile 
facilities, while those for regional facilities have stabilized. 
However, there is a general strong portfolio occupancy in the regions 
CAPL is based in. There is a need to continually invest capital to grow 
development pipeline. 
 
ASEAN ex Singapore 
As a rapidly urbanising region and with attractive investment 
prospects, ASEAN has promising consumer markets with an 
increasing purchasing power and an emerging middle class. Changing 
lifestyles have led to effective demand in renting retail spaces in malls 
and purchasing of property. Governmental initiatives focused on 
policy change will likely continue to attract foreign interest too. In 
Malaysia, tax incentives have been proposed to digitalise the 
industrial sector and stabilise the property market. Meanwhile, 
Vietnam continues to be a stronghold in attracting foreign direct 
investments. Its industrial sector is set for strong growth as Vietnam 
is increasingly viewed as an attractive destination for industrial 
operations, especially amidst the uncertainty of China’s trade war. 
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Figure 17. 
CAPL Table of Financial Ratios 

 
Source: CAPL’s Financial Statements 
 
Figure 18. 
CAPL’s Targeted AUM Revenue Breakdown by 2024 

 
Source: CAPL’s Investor Presentation 
 
Figure 19. 
Bond Repayment Schedule (Principal + Interest) 

 
Source: Bloomberg  
 
Figure 20. 
Table of CAPL’s 3Q19 Investments 

 
Source: CAPL Investor Presentation 
 

Financial Analysis 

Overview: 
The table on the left shows CAPL’s 5 year historical financial 
performance including key ratios which indicate their profitability, 
activity, liquidity and leverage positions. Meanwhile, CAPL’s financial 
statements and our estimates indicate that y-o-y revenue growth is 
likely to continue with its upward trend. In the last 5 years, average y-
o-y growth was 10.5% and 19.7% for revenue and EBIT respectively. 
Meanwhile in 2019, booked revenue is expected to be at least $1 
billion higher than 2018 due to the acquisition of Ascendas-Singbridge 
with their entire revenue for FY2019 booked under CAPL. Besides the 
increase in revenue derived from ASB, revenue growth is likely to 
continue due to increasing presence in high-growth, developing 
markets such as Vietnam and India. In addition, CAPL has set a target 
of doubling its AUM revenue by 2024. 
 
Healthy profitability metrics 
CAPL’s 5-year historical gross profits have recorded steady y-o-y 
growth at an average of 17.3% while gross margins saw a one-time 
increase from 30.42% to 43.83% for FY2016 and 2017. Although it is 
unclear what the underlying reason for the sudden spike is, a 
conservative estimate of 40-45% gross margin consistently exceeds 
its considerably smaller industry peers. This is complemented by the 
healthy growth in operating profits at a 5-year average rate of 19.7%. 
This indicates that CAPL has been consistently increasing sales 
without incurring excessive costs. 
 
Stable liquidity position 
CAPL booked a positive cash and cash equivalents balance at $5 billion 
in 2018, backed by strong positive cash balances historically. Although 
CAPL’s free cash flow seems to indicate a negative picture with a 
booked value of -$1.35 billion in 2018, this is, in our opinion, however, 
unlikely to be a cause for concern. CAPL’s debt maturity profile shows 
a rather evenly distributed debt repayment schedule and given CAPL’s 
market size, credit quality and stable ownership, refinancing risk is 
presumed to be low.  
 
Volume of investments and acquisitions exceed that of 
divestments 
Despite significant divestitures in 2017 and 2018 of $2.5 billion and 
$3 billion respectively, total debt continues to increase, which 
indicates that rate of borrowing to fund new projects and acquisitions 
have outpaced that of sales of assets and liabilities. In 2018, portfolio 
gains from divestments amounted to S$537.6 million and mainly came 
from the sale of Westgate, Twenty Anson, Sembawang Shopping 
Centre in Singapore, properties including 20 retail malls in China as 
well as Citadines Harbourview in Hong Kong. Meanwhile, portfolio 
gains amounting to approximately S$318 million in FY2017 mainly 
arose from the divestments of properties in China, Singapore, Japan 
and Germany. Acquisitions in FY2018 include 16 multifamily 
properties in the US, a retail mall and 2 residential sites in China, a 
commercial property in Germany and the Pearl Bank Apartment site 
in Singapore. Meanwhile acquisitions in FY2017 comprise 4 
properties in Japan, an office building each in Singapore, China and 
Germany. 
 
Increase in acquisitions helps boost CAPL’s financial position 
As a large entity, CAPL stands to benefit from being able to list in global 
benchmarks and portfolios which will in turn enable CAPL to raise 
funds on more favourable terms. For instance on 2nd August 2019, 
CAPL priced a $800 million 10 year bond issue at 3.15%, tightening 
from an initial price of guidance of 3.3% and had orderbooks in excess 
of $1.4 billion, indicating strong demand and low refinancing risks for 
CAPL.  
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Figure 21. 
Table of CAPL’s 3Q19 Divestments 

 
Source: CAPL Investor Presentation 
 
Figure 22. 
Extract of CAPLSP’s 3Q19 SCE 

 
Source: CAPL’s Financial Statements 
 
Figure 23. 
CAPL Controlled REITs 

Source: Company Website and Yahoo Financial 
 
Figure 24. 
Divestment of The Star Vista to Rock Productions 
for $296 million. 

 
Source: TODAYOnline 
 
Figure 25. 
Redevelopment of Liang Court 

 
Source: CAPL 

Classification of perpetual bonds as equity instead of debt 
The above figure is an extract of CAPL’s 3Q19 Statement of Changes in 
Equity. As seen, the amount raised in a sale of perpetual bonds by 
Ascott Residence Trust, a subsidiary of CAPL Limited, on 4th 
September 2019 was classified as equity. It is highly likely that the 
$500 million perpetual bond issue by CAPL in October will also be 
classified as equity instead of debt hence the relevant debt to equity 
ratios will have to be revised upwards accordingly. 
 
Limited exposure to FX risks 
Out of 11 outstanding bonds, only one is dominated in US$. 
Meanwhile, for loans, due to lack of information, there is only one 
known multi-currency loan. However, given its relatively small size - 
USD$300 million in comparison to total debt of SGD$23 billion, 
changes in exchange rates are unlikely to be significant. This is 
corroborated by negligible values for changes in cash due to exchange 
rates as recorded in CAPL’s cash flow statement. 
 

Recent developments 
CAPL has openly stated that it is looking to further expand their 
portfolio of buildings and REITs and recent acquisitions echo this 
sentiment. The company has long adopted a disciplined capital 
recycling strategy and over the past year, has been extensively 
divesting its assets both in Singapore and internationally. Year to date, 
CAPL has surpassed its annual target divestment of S$3b. Notable 
recent sales include: 

● Central China Real Estate – Hong Kong (S$496m) 
● The Star Vista (S$296m) 
● Starhub (S$179.5m) 
● HK Serviced Residence (S$101m) 

 
These divestments were announced on 1 November 2019 and later, 
hence total divestments YTD include those shown in Figure 12 and 
recent sales. Going forward, notable large upcoming projects yet to be 
completed include:  

● Redevelopment of Liang Court in Singapore, a joint venture 
with Ascott Reit and City Developments Limited 

● Capitaspring and 79 Robinson Road (Singapore) 
● Vista Verde and Feliz En Vista (Ho Chi Minh City), Seasons 

Avenue (Hanoi) 
● 7 Projects in China currently under development 
● Company is seeking to double AUM in India from S$3.3b to 

S$7b by 2024 
 
The outlook on CAPL remains positive. We are of the opinion that the 
Singapore property market outlook is strong with increasing demands 
from both locals and foreigners. Changes to this outlook would depend 
largely on the future changes in regulations and the demand of the 
market. Given the significant number of projects in Vietnam and China, 
volatility of FX in light of recent trade developments may pose a risk. 

 
Issuer Credit Analysis 

Positives 
1. Strong and Reliable Ownership and Management 
The Singapore government has a AAA credit rating by all three major 
rating agencies and possesses a stellar track record in the credit space 
historically. The increase in ownership by Temasek Holdings through 
the 2019 Ascendas-Singbridge acquisition to 50.98% gives them a 
strong controlling interest. As Temasek is a quasi-sovereign wealth 
fund owned entirely by the Singapore Government, the Singapore 
government through Temasek has the ability to appoint management 
within the company and the power to influence key business decisions 
ensuring sound management.  
 

CAPL	Mall	Trust 8.93 28.48 Retail

Ascendas	Reit 10.51 19.18 Business	parks

CAPL	Commercial	

Trust 7.56 29.35 Commercial

Ascott	Residence	

Trust 4.13 40.11

Residences	and	

hospitality

CAPL	Retail	China	

Trust 1.93 24.24 Retail

Ascendas	India	

Trust	 1.74 22.87

IT	parks	and	

logistics

CAPL	Malaysia	

Mall	Trust 2.09 34.65 Retail

CAPL	Listed	

REITS	

Market	Cap	

(S$b)

CAPL	

Ownership	(%)

Main	Property	

Type
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Figure 26. 
Table of CAPL’s Boardmembers 

 
Source: Consolidated information 
 
Figure 27. 
P&L Impact of ASB Acquisition 

 
Source: Bloomberg 
 
Figure 28. 
Increase in Recurring Income from ASB 

 
 

 
Source: CAPL Investor Presentation 
 
Figure 29. 
Decreasing Leverage Ratio 

 
Source: CAPL Investor Presentation 
 

In 2000, CAPL was created out of a merger between the formerly 
Singapore government-owned property company Pidemco Land and 
DBS Land creating the largest real estate group in Singapore. Almost 
two decades on, the government links to the company continue to be 
strong. CAPL’s Board of Directors currently comprises of several 
individuals with prominent links to both Temasek Holdings and 
government bodies as shown in Figure 26. 
 
Out of 11 board members, 7 hold directorships on government-linked 
companies or are in employment or former employment of various 
ministries. This presence is an indirect indication the interest the 
Singapore government holds in the financial performance and 
solvency of CAPL which is a further credit positive for the company. 
 
2. Strong Capital Recycling Strategy 
CAPL holds significant stakes and are involved in the management of 
8 large local and global REITS. The presence of these REITS have 
created multiple avenues for divestment of the company’s assets while 
generating dividends and management fee income in the process.  
 
In 2018, the overall performance of the REITS was positive and the 
group generated S$446m purely from fee and dividend income from 
its subsidiaries and ownership stakes. This covered over 70% of 
interest expense for 2018.  
 
3. Large Portfolio with Diversified Income Streams 
CAPL diversified portfolio across different segments such as 
commercial, retail, residential development and REITs helps to 
generate steady income streams. 
 
The recent acquisition of ASB served as a positive as it allowed CAPL 
to further expand and diversify its businesses into logistics, industrial 
properties and business parks which CAPL lacked. ASB has yielded 
increasing revenue for the past 5 years, with the majority of its 
revenue stream from rental income which provides a steady flow of 
income stream. Its total AUM has increased over S$123b, creating one 
of the largest diversified real estate groups in Asia.  
 
4. Improving credit metrics 
Credit metrics have improved over the years. The 50% cash 
acquisition of the S$11b asset would not result in a strain in CAPL’s 
financials due to active diversification of its businesses through ASB 
and ahead of schedule divestment. Furthermore, CAPL’s credit ratios 
are comparable to the median, signalling it has performed at optimal 
industry standards.  
 
CAPL's net debt/equity falls close to 0.64x target. Post the announced 
sale of 30 US and Singapore business parks to AREIT, net debt/equity 
fell to 0.69x (borrowings for the disposed properties were reclassified 
to liabilities held for sale) down from 0.73x at end 1H19. CAPL is on 
track to achieve its net debt/equity target of 0.64 by end FY20. The 
successful deleveraging after the merger with ASB, provides the group 
financial flexibility to share some of the disposal gains via share 
buybacks or an increase in dividends. 
 
Moreover, the leverage ratio may reduce on further disposal of non-
core assets as CAPL continues its asset recycling strategy. Sales of 
assets track is ahead of S$3bn target at S$5.3bn currently. CAPL has 
released S$2.4bn of net capital (effective divestment value of S$4.4bn 
versus effective investment value of S$2.0bn). This should give market 
confidence over CAPL's successful execution of its asset recycling and 
becoming  asset light strategy 
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Figure 30. 
CAPLSP Bonds RV 

 
Source: Bloomberg 
 
Figure 31. 
CAPLSP 3.8 10/19/24 vs CAPLSP 3.65 PERP 

 
Source: Bloomberg 
 
Figure 32. 
Relative Valuation USD issuers (Real Estate) 

 
Source: Bloomberg 

Negatives 
1. Dependence on divestments 
In comparison with previous years, CAPL does not have many ongoing 
residential projects, with revenue growth from residential projects at 
10%, while revenue from divestments increasing by 35% for the same 
period from 2018 to 2019. This calls into question as to whether CAPL 
is too dependent on its divestments and capital recycling strategy for 
revenue. This serves as a risk on two grounds. During an economic 
downturn, property might not be divested on favorable terms with 
REITs unable absorb the assets into their portfolio. Similarly, CAPL 
may see lower rental revenues during a weak economic situation 
(although there will be time lags due to contractual obligations), 
resulting in tighter cash flows which may reduce appetite for 
acquisitions. Second, depending on asset recycling might mean an 
erratic and unstable cash flow which is detrimental for investment 
decisions and fulfillment of debt obligations.  
 
Another potential risk is the dependence of an asset recycling strategy 
on general macroeconomic policies. The success seen in this strategy 
globally has been fuelled by a booming property market, a growing 
middle class and low interest rates. In the near future, should regional 
central banks decide to curb demand and tighten credit through 
adjusting rates higher, this might potentially dry up the market and 
leave CAPL with physical assets on hand that they are unable to sell 
off. 
 
2. Dependence on China property business as key revenue driver 
Despite various medium scale projects in the region such as in 
Singapore, Vietnam and India, CAPL still relies on its China property 
business as its major source of revenue, accounting for 34% of total 
revenue. This reliance on China might potentially affect CAPL’s 
profitability negatively in the future in light of cooling measures by the 
government and uncertainty amidst the US-China trade war. 
According to Cushman and Wakefield, foreign funds’ proportion of 
total investment in the property market decreases from 50% to 10% 
from the last quarter of 2018 to 3H of 2019. In spite of this, the relative 
safety and stability of the CAPL debt in the midst of global instability 
and low yields makes it a strong asset to hold. 

 
Issuance Analysis – RV  
Figure 33. 
CAPLSP Bond Breakdown 

 
Source: Bloomberg 

 
CAPLSP 4.3 08/31/20, CAPLSP 3.8 10/19/24, CAPLSP 3.08 10/19/27, 
CAPLSP 3.15 08/29/29 bonds are Neutral. They adhere closely to a 
consistent yield curve and spreads are tight.  
 
CAPLSP 3.65 PERP is Underweight. Before November 12 2019, the 
yield spread between CAPLSP 3.8 08/28/24 and CAPLSP 3.65 PERP 
was at 96bps. After November 12 following the Ascendas-Singbridge 
acquisition, the spread tightened to 50bps which indicates that the 
yield premium for its position in the capital structure has shrunk.  
 
CAPLSP 4.076 09/20/22 is however overweight compared to the 
other CAPL bonds for several possible reasons. The dollar market is 
significantly more liquid than the SGD bond market. The nature of the 
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Singapore dollar bond market is that there are significantly more 
buyers than sellers especially for investment grade bonds like CAPL. 
Relative to dollar bond issuers in the real estate sector, CAPL is 
expensive and priced over 100bps below the mean yield curve. 
 
 

 

Disclaimer 

This research material has been prepared by NUS Invest. NUS Invest specifically prohibits the redistribution of this material in whole or in 
part without the written permission of NUS Invest. The research officer(s) primarily responsible for the content of this research material, in 
whole or in part, certifies that their views are accurately expressed and they will not receive direct or indirect compensation in exchange for 
expressing specific recommendations or views in this research material. Whilst we have taken all reasonable care to ensure that the 
information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or 
completeness, and you should not act on it without first independently verifying its contents. Any opinion or estimate contained in this report 
is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment 
objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given 
and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons 
acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the suitability of the 
securities mentioned herein, taking into consideration your investment objectives, financial situation or particular needs, before making a 
commitment to invest in the securities. This report is published solely for information purposes, it does not constitute an advertisement and 
is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. No representation or warranty, 
either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein. The 
research material should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this 
research material are subject to change without notice. 
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