
Trust performance
CCT delivered distributable income of S$33.5 million or
3.99 cents to its Unitholders for the financial period 15
May 2004 to 31 December 2004. This translated to an
annualised distribution of 6.32 cents per Unit and
exceeded the forecast of 5.68 cents per Unit by 11.2%.
Based on the market closing price per Unit of S$1.27 on
31 December 2004, the annualised distribution yield was
4.98%, higher than the forecast of 4.47%.

NAV per Unit decreased from S$1.74 on listing to 
S$1.64 as at 31 December 2004. This was due to the
recognition of deficits on the revaluation of the portfolio.
CCT’s property portfolio was valued at S$1,918.2 million
as at 1 December 2004. After the distribution to the
Unitholders for the financial period 15 May 2004 to 31
December 2004, the NAV per Unit would be S$1.60. 

Pro-active lease and property management 
CCT’s strong leasing results and stable occupancy rates
have laid the foundation for stable returns. During the
financial period under review, CCT secured higher rental
rates for renewals and new commitments through active
asset and lease management, thereby exceeding the
forecast by an average of 11.8%.

Renewals and new commitments for the financial 

period 15 May 2004 to 31 December 2004

Up for renewal Renewed/new Tenant Increase

in sq m leases in sq m retention over 

(% of property (% of property rate (%) forecast 

portfolio) portfolio) rent (%)

Renewals 11,211 9,121 81.4 15.2
(6.6) (5.4)

New leases NA 15,157 NA 9.7
(9.0)

Weighted 11.8
average

The strength and quality of CCT’s property portfolio
enabled the achievement of an average portfolio
committed occupancy rate of 95.2%. This outperformed
the island-wide office occupancy rate of 84.0%, as at the
end of the fourth quarter (“4Q”) 2004. 

The strong tenant-landlord relationship cultivated by the
management team have paid off with the high tenant
retention rate of 81.4%, compared to the forecast of
38.3%. CCT’s stable occupancy was enhanced by its
retention of strong anchor tenants with long term leases.
The pro-active lease management also resulted in
shorter vacancy periods and accordingly, enhanced the
rental income for the financial period under review. 
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URA’s island-wide office occupancy rate as at the end of 4Q 2004.

Average portfolio committed occupancy as at 31 December 2004.

For the financial period 15 May 2004 to 31 December 2004.

Based on the forecast, together with the accompanying assumptions, 
in the Introductory Document for the period 1 May 2004 to 31 December 2004.
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Drive to improve revenue has also paid off in generating
higher car park revenue and other non-rental income
sources like advertising panels and casual leasing.
Keeping property operating expenses below forecast
further contributed to the good performance of CCT. 
All these resulted in higher net property income, which
exceeded the forecast by 3.0%. 

Delivering growth strategies
Following CCT’s listing on the SGX-ST, the Manager 
has focused on delivering sustainable distributions to
Unitholders by actively managing CCT’s existing property
portfolio. 

Going forward, the Manager will explore strategic
acquisition opportunities to grow and enhance CCT’s
property portfolio for income stability and portfolio
diversity. The Manager plans to double CCT’s property
portfolio within a three-year time frame from the current
S$2.0 billion to S$4.0 billion by 2007. A two-pronged
growth strategy covering sectoral diversification and
regionalisation is in place to propel CCT’s growth and
increase returns to Unitholders. Although CCT will
remain an office-focused REIT, its investment coverage

will be expanded to include quality property assets from
other commercial sectors with strong growth potential.
Through sectoral diversification, the Manager will
increase CCT’s opportunities to acquire more properties
that are yield-accretive. 

Acquisition of HSBC Building 
In line with CCT’s acquisition strategy, the Manager
announced on 2 February 2005 that it has entered into 
a conditional put and call option agreement with HSBC
Bank, to acquire the 999-year leasehold HSBC Building, 
a prime office building located in Raffles Place, the heart
of Singapore’s financial and commercial hub. 

HSBC Bank will lease back the entire property for seven
years. Based on the estimated total acquisition cost of
S$158.5 million for HSBC Building, this investment is
expected to generate an initial annualised property yield
of 5.1% for the financial year ending 31 December 2005.
This is beneficial to CCT Unitholders as CCT is trading at
an implied property yield of 4.2%(1), based on the market
closing price per Unit of S$1.51 on 1 February 2005.

The completion of the acquisition is subject to CCT’s
establishment of a financing structure to raise sufficient
funds for the acquisition. The transaction is expected to
be completed by May 2005.

Asset enhancement initiatives 
In addition to expanding CCT’s portfolio of properties, the
Manager will also work to improve the performance of
existing assets by implementing asset enhancement plans.

The Market Street Car Park, a landmark car park in the
CBD with retail and food outlets, will be the first to
benefit from CCT’s asset enhancement drive. Designed
to revitalise and optimise its strategic prime location, the
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(1) Implied property yield is derived using CCT’s annualised net property income for the
financial period 15 May 2004 to 31 December 2004 over CCT’s enterprise value
(CCT’s market capitalisation plus outstanding debt).

CCT target asset size (S$ billion)

31 Dec 2004
2007
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plan will increase the patronage of the building’s
facilities, create new lettable area and increase
advertisement revenue opportunities. Subject to
approvals by the relevant authorities and currently slated
for completion in 2006, the proposed plan will increase
Market Street Car Park’s property yield and deliver
greater returns to CCT Unitholders. 

Building living communities 
At CCT, the objective of our asset management approach
is more than just providing commercial space. Distinct
from other REITs, tenant well-being is an area on which
the Manager’s efforts are heavily focused. 

For CCT’s portfolio of properties, the Manager aims to
provide tenants with a customer service experience
that goes beyond conventional building management
services. The Manager strives to build “Living
Communities” within each property where tenants can
conduct their business operations and co-exist in the
most comfortable, harmonious and conducive manner
possible. 

With this “Living Communities” approach to managing
assets and tenants, CCT’s tenants enjoy access to a
wide range of high-quality facilities and amenities,
customised tenant services, interactive activities and
networking opportunities. 

With regards to facilities and amenities, tenants are
given access to the many quality facilities and amenities
provided at each property. At Capital Tower, tenants
have access to corporate meeting rooms, the
auditorium, the gymnasium and the swimming pool. 
At 6 Battery Road, tenants have access to a stylish
lounge and waiting area. 

CCT’s approach to its provision of tenant services is
both structured and well-considered. Also known as
“Touch of Difference”, the approach aims to provide

tenants with tenant services that go beyond the
traditional. For example, new tenants are presented 
with a unique welcome gift and a customised Tenant
Handover Kit to orientate them to their new
surroundings. To improve on service quality, tenant
surveys are regularly conducted to obtain feedback for
continuous improvement. 

With regards to building management services, tenants
at CCT’s portfolio of properties are offered in-house
handyman services thus doing away with having to
locate a handyman in times of need. At selected
properties such as 6 Battery Road, tenants are provided
with a concierge service during office hours to assist
them in the reception of their guests. 

Going forward, the Manager plans to progressively
introduce a series of enhancement initiatives which aim 
to distinguish CCT as being more than just the owner of
commercial space. A building appraisal system has 
been developed to measure, review and reward the
performance of building management staff and spur
them to continuously improve their performance. The
objective is to provide tenants with a level of building
management services that surpasses even the highest
industry standards. 

Lastly, the Manager plans to organise and host more
activities and events for tenants. Activities that brought
tenants together during the financial period under review
were the 2004 Tenants’ Nite and Christmas Carolling
sessions. The Manager intends to organise more of such
events to foster a more vibrant environment and increase
opportunities for tenant networking. On the cards are
events such as movie screenings, art exhibitions and
seminars exclusively for CCT’s tenants. 

Unit price performance
CCT was listed on the SGX-ST on 11 May 2004 with the
issue of 839.1 million Units. CapitaLand retained, through
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Left: Artist’s impressions of the
proposed asset enhancement plan
for Market Street Car Park (subject
to authorities’ approvals).
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its wholly-owned subsidiaries, approximately 40.0% of
the issued Units. The remaining Units were distributed
in specie to CapitaLand’s shareholders. No further Units
have been issued since CCT was listed.

CCT’s first trade opening price per Unit on 11 May 2004
was S$1.00. Units closed on 31 December 2004 at
S$1.27 per Unit, or 27.0% more than the first trade
opening price. The weighted average Unit price for the
period was approximately S$1.16 per Unit.

CCT’s Unit price performance paralleled broader
market indices such as the Straits Times Index 
(“STI”) and the Singapore Property Equities Index
(“SESPROP”), which rose 14.6% and 28.1%
respectively over the same period.

CCT’s performance bears testimony to the Unitholders’
confidence in CCT as an investment product, its ability

to deliver sustainable capital appreciation as well as
regular and stable distributions. 

CCT Unit price performance for the financial

period 11 May 2004 to 31 December 2004 S$

First trade opening price (11 May 2004) 1.00

Market closing price (31 December 2004) 1.27

Highest 1.33

Lowest 0.96

Weighted average 1.16

Trading volume 
(11 May 2004 to 31 December 2004) 162.4 million Units

Source: Bloomberg
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Comparison of Unit price performance for the financial period 11 May 2004 to 31 December 2004
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Right: Capital Tower’s swimming
pool and gymnasium.

Far right: The stylish lounge and
waiting area at 6 Battery Road.
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Capital management
For the financial period ended 31 December 2004, 
CCT’s outstanding borrowings totalled S$580.0 million, 
or 29.3% of the value of its deposited property, via a
committed five-year credit facility granted to CCT by 
a special purpose company, Silver Loft Investment
Corporation Limited (“Silver Loft”). 

In line with the strategy of providing stable returns to
Unitholders, 100.0% of the borrowings were locked in
for two years or more and the weighted average interest
cost for the financial period under review was 2.54%. 

The loan facility has been secured by mortgaging the
properties in CCT, together with a charge over the assets
and assignment of proceeds, insurances and property
management agreements. To fund the loan, Silver Loft
issued various tranches of floating rate notes, secured by
a notes debenture. The notes have been rated AAA, AA
and A or their equivalent by Standard & Poor’s, Fitch, Inc.
and Moody’s, evidencing the high investment quality of
CCT’s loan facilities and the conservativeness of its
capital structure.

Interest service coverage ratio of 4.8 times further
reinforces CCT’s ability to pay interest costs from its
operating cash flows. 

Positive market outlook
The Singapore economy grew by 6.5% in the fourth
quarter of 2004, bringing growth for the full year to
8.4%. This compared favourably to 2003 when the
economy grew by only 1.4% as economic activity was
severely hampered by the Severe Acute Respiratory
Syndrome (“SARS”) outbreak. Despite the strong
performance in 2004, the government has projected 
a lower growth in 2005, citing a slowdown in semi-
conductor exports, continued uncertainty over a possible
hard landing in China and volatility in oil prices.

Robust economic growth has spearheaded the recovery
in the Singapore property market in 2004 and an
improved business environment has led to an increase 
in demand for office space. 

The market witnessed a two-tier demand situation
where prime office buildings enjoyed good occupancy
rates while demand for non-prime office buildings
remained weak due to the “flight to quality” factor. The
prime office market segment registered the strongest
performance in 2004. According to CB Richard Ellis (Pte)
Ltd, prime office rents increased by 10.0% in 2004 to
S$4.40 per square foot, the first increase since 2000. 

The supply of new private office space was limited to
48,700 square metres (“sq m”) in 2004. One George
Street (40,300 sq m) was the only major office building
that was completed during the year. We do not expect
any major new supply of office space to come onstream
until 2006, taking into account the completion of 3
Church Street (31,600 sq m gross) and One Raffles
Quay (139,580 sq m gross). This bodes well for the
office property market and we expect the market to
strengthen further in the next year.

We are positive about the office market as a whole but
expect the prime office sub-market to be the most
resilient. Prime office rents are likely to extend on 2004’s
gains through the year. The “flight to quality” trend is
expected to heighten in 2005 and more upside potential
can be seen in rents for good quality office space
especially in the Raffles Place area while poorer quality
office space is likely to face downward pressure in rents.

While the Government has estimated slower economic
growth of 3.0% to 5.0%, we do not expect major
negative impact on the office property market in light 
of the limited new supply coming onstream. 
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