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TRIS Rating affirms the company rating on CPN Retail Growth Leasehold REIT
(CPNREIT) and the ratings on its existing senior unsecured debentures at “AA”,
with a “negative” rating outlook. At the same time, we assign the rating of “AA”
to CPNREIT’s proposed issue of up to THB4.2 billion in senior unsecured
debentures. The proceeds from the new debentures are intended to be used
for debt repayment.

The “negative” outlook reflects our concerns over delays in the trust’s asset
acquisitions and equity injections that have led to weaker-than-expected
financial performance and continued high financial leverage.

For the first nine months of 2022, CPNREIT’s rental and service income and
earnings before interest, taxes, depreciation, and amortization (EBITDA) were
THB3.6 billion and THB2.8 billion, respectively, achieving 70% of our full-year
forecast for 2022. Its rental and service income increased by 40% year-on-year
(y-o-y) while its EBITDA jumped by 67% y-o-y.

We saw a strong recovery of retail property in 2022, following the country’s
reopening and an easing of the Coronavirus Disease (COVID-19) situation. The
trust’s rental and service income are expected to improve to the THB5.1-THB7.5
billion per annum range during 2022-2024 while its EBITDA will soar to THB4.0-
THB6.0 billion per annum. The projected revenue growth in 2023 and 2024 is
partly derived from the contribution of new assets to be acquired during 2023-
2024.

Due to the impacts of COVID-19 and the unfavorable market sentiment during
2020-2021, the acquisition of new assets was delayed from late 2019. Initial
acquisitions were funded using more debt than the trust’s original plan, which
was to use a funding mix of 65% equity and 35% debt. As of September 2022,
the trust’s loan-to-fair value of total assets (LTV) ratio (excluding lease liability
in loans and assets) stood at 38% and the debt to EBITDA ratio was 5.7 times.

We assume CPNREIT will acquire new shopping centers and office buildings
worth THB16.5 billion during 2023-2024, drawing on funds from equity
injections totaling THB14 billion. If the acquisitions go ahead as expected, the
trust’s leasable area will increase by 109,100 square meters (sg.m.) and its
annual rental income will likely rise by around THB1 billion. The growing size of
the property portfolio should help boost rental income as well as diversify the
trust’s sources of cash flow in the future.

We expect the trust to improve its LTV ratio to a level of around 35% in 2023-
2024. The debt to EBITDA ratio should remain at 5 times or below by 2023.

RATING OUTLOOK

The “negative” outlook reflects the uncertainty of new asset acquisitions and
equity injections, which if not materialized as anticipated, could lead to weaker
financial performance and higher financial leverage than expected.
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RATING SENSITIVITIES

CPNREIT’s ratings could be revised downward should the trust’s operating performance and/or financial profile experience
a deeper deterioration than expected. On the contrary, CPNREIT’s outlook could be revised back to “stable” if the trust’s
financial leverage improves with the LTV ratio staying below 35% and/or the debt to EBITDA ratio staying below 5 times on
a sustained basis.
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CPN Retail Growth Leasehold REIT (CPNREIT)

Company Rating: AA
Issue Ratings:

CPNREIT232A: THB1,795 million senior unsecured debentures due 2023 AA
CPNREIT243A: THB2,000 million senior unsecured debentures due 2024 AA
CPNREIT263A: THB1,500 million senior unsecured debentures due 2026 AA
CPNREIT268A: THB1,650 million senior unsecured debentures due 2026 AA
CPNREIT272A: THB2,000 million senior unsecured debentures due 2027 AA
CPNREIT288A: THB7,390 million senior unsecured debentures due 2028 AA
CPNREIT318A: THB1,000 million senior unsecured debentures due 2031 AA
Up to THB4,200 million senior unsecured debentures due within 10 years AA
Rating Outlook: Negative
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