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As one of Singapore’s premium real estate 

investment trusts, CapitaCommercial Trust adopts 

a proactive approach towards reconstituting its 

portfolio – acquiring assets with high organic 

growth prospects or potential returns, and unlocking 

value from others that have reached the optimal 

point of the property’s life cycle. The divestments 

of Robinson Point and Starhub Centre in 2010 

illustrates the strategy in action. A timely portfolio 

reconstitution strengthens our focus on quality 

Grade A assets and improves our financial flexibility 

to undertake asset enhancements and pursue 

investment opportunities.

reconstitute 
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reconstituting our portFolio For groWth

reconstituting our portfolio to  
optimise growth

Unlocking value to do more

In a proactive approach to enhance the quality and value 
of its portfolio, the Trust embarked on a reconstitution 
exercise in 2010. This involved the divestment of properties 
that have reached the optimal stage of their life cycle, and 
reinvestment of sales proceeds to enhance the value of 
the Trust.

The Trust unlocked a total value of S$578.1 million in net 
proceeds and S$128.9 million in net gain through the 
divestment of two non-Grade A office buildings in 2010.

In 1Q 2010, Robinson Point, a 21-storey office building 
was sold for S$203.3 million, 11.4% above its valuation of 
S$182.5 million in December 2009 and 69.7% above its 
appraised value of S$119.8 million when it was acquired 
in 2004.

The Trust also divested Starhub Centre, a 10-storey office 
building in 3Q 2010 for S$380.0 million, 42.5% higher than 

its valuation of S$266.7 million in June 2010 as an exist-
ing office building and 42.8% above its appraised value of 
S$266.1 million when the property was acquired in 2004. 
This was made possible through the creative repositioning 
of the property as a potential residential-commercial site 
rather than as an existing office building. The Manager had 
evaluated the potential of the site and obtained Outline 
Planning Permission from the Urban Redevelopment 
Authority to convert the site from a pure commercial prop-
erty to residential-commercial use. In-principle approval 
was further obtained from the Singapore Land Authority 
for the extension of the lease to a fresh 99-year lease for 
the residential-commercial development. The sale of the 
property was conducted through a tender process to 
obtain the most competitive bid.

The divestments have strengthened our focus on quality 
Grade A office assets, and the cash proceeds have 
improved our financial flexibility to undertake asset 
enhancements, pursue investment opportunities and 
reduce our borrowings. With the sales of Robinson Point 
and Starhub Centre, the Trust owns a portfolio of nine  
quality commercial properties centrally located in 
Singapore as at 31 December 2010.

our portfolio reconstitution strategy to further enhance asset quality

Flexibility and Speed to seize 
Growth Opportunities
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sold for S$203.3m

Starhub Centre
sold for S$380.0m
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FY 2010 gross revenue supported by strong performance of existing properties (S$ million)

FY 2010 net property income decline mitigated by savings in property expenses (S$ million)
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• Capital Tower
• Six Battery Road
• One George Street

• Golden Shoe Car Park
• Market Street Car Park

• Robinson Point 
   (divested on 19 Apr 2010)
• Starhub Centre
   (divested on 16 Sep 2010)

• HSBC Building • Raffles City Singapore  
   (60.0% interest)
• Wilkie Edge
• Bugis Village
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buildings

Divested
buildings

162.1157.2

Car parks Divested
buildings

3.1%

9.1 9.4

3.3%
102.597.4

5.2%

12.410.3

20.4%

12.6
26.2

(51.9%)

• Capital Tower
• Six Battery Road
• One George Street

• Golden Shoe Car Park
• Market Street Car Park

• Robinson Point 
   (divested on 19 Apr 2010)
• Starhub Centre
   (divested on 16 Sep 2010)

• HSBC Building • Raffles City Singapore  
   (60.0% interest)
• Wilkie Edge
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FY 2009 FY 2010

delivering strong results

221.0198.5

11.3%

Gross 
Revenue

Net Property 
Income

Distributable 
Income

299.0300.2

(0.4%)

391.9403.3

(2.8%) FY 2010 gross revenue was lower year-on-year due 
to the loss in rental income from the two divestments 
but mitigated by higher rental income contributions 
from existing properties. Net property income was flat 
due to lower property operating expenses in FY 2010.  
FY 2010 distributable income rose 11% due to effective 
cost management.

FY 2010 distributable income up by 11% due to 
effective cost management (S$ million)
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The new supply of offices at Marina Bay has not deterred 
the market due to strong pre-leasing and a healthy net 
take-up of 1.6 million square feet in 2010 – a major turn-
around from the negative net take-up of 0.6 million square 
feet in the previous year.

Office occupancy in Singapore’s Central Business District 
(CBD) continued to improve in 4Q 2010, buoyed by 
demands from financial and banking institutions, insur-
ance companies and professional services. Grade A office 
occupancy hit 97.3% in 4Q 2010 compared to 93.8% in 4Q 
2009, undaunted by new supplies of office space. 

On the back of economic growth and positive market 
sentiments, investment deals in Singapore’s office sector 
alone amounted to S$8.8 billion in 2010, more than five 
times the combined value of office and retail transactions 
recorded in 2009 according to market reports.

Outlook 2011

The protracted economic slowdown in the United States 
and Europe has made opportunities in Asia more attrac-
tive to global investors. With established infrastructure,  
supportive policies and competitive rents, Singapore 
remains an ideal location for global offices. Ranked 25th 
among other key global cities in terms of office rental com-
petitiveness in 2010, Singapore will continue to draw firms 
looking to establish or expand their offices in Asia.

In 2011, the Singapore economy is projected to achieve a 
moderate GDP growth of 4% to 6%, versus the expansion 
of 14.5% in 2010. The service sectors are expected to be the 
key drivers of growth in 2011. (Sources: Monetary Authority 
of Singapore and Ministry of Trade and Industry)

According to industry reports, major developments in the 
CBD will add about 3 million square feet of lettable space to 
the Grade A office market in 2011. Nonetheless, prospects 
for the commercial property market remain optimistic with 
business and headcount expansions creating opportuni-
ties for moderate rental growth across sectors.

While Grade A office market rents in 4Q 2010 have 
improved by 23.8% over the trough of $8.00 per square 
foot per month in 1Q 2010, they are still 47.3% below the 
peak of S$18.80 per square foot per month in 3Q 2008. 

About 90% of FY 2010 net property income from 
Grade A offices and Raffles City Singapore

CCT’s asset allocation based on FY 2010  
gross rental income

A market on the upswing

The recovering economy, bolstered by Asia’s early emer-
gence from the global recession, has helped the Singapore 
office market stage a strong comeback in 2010. 

Office rentals rebounded in 2Q 2010 after six consecutive 
quarters of contraction, invigorated by healthy demands 
as businesses regained their footholds. Grade A office 
rents rose 10.0% quarter-on-quarter to S$9.90 per square 
foot per month in 4Q 2010, reflecting a 22.2% jump over 
4Q 2009. 
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CITY
MAY 2010 NOVEMBER 2010

Ranking Cost Ranking Cost

London West End, UK 1 182.94 1 193.69

Hong Kong (Central CBD), China 2 153.20 2 184.21

Tokyo (Inner Central), Japan 3 143.99 3 158.08

Mumbai, India 4 125.76 4 130.41

Moscow, Russia 5 125.10 5 128.33

Tokyo (Outer Central), Japan 6 118.41 6 127.31

London City, UK 8 110.07 7 124.59

Paris Ile-de-France, France 7 113.23 8 115.72

Sao Paulo, Brazil 10 100.00 9 109.03

Hong Kong (Citywide), China 14 80.27 13 92.53

Singapore 37 57.49 25 67.56

New York Midtown, U.S.A. 26 64.51 26 66.59

Shanghai (Pudong), China 33 60.14 32 61.82

CBRE Global 50 Index (by occupation cost in US$ per sq ft per annum)
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Grade A office market rent Prime office market rent Source: CB Richard Ellis (Pte) Ltd

Average office market rents in Singapore (S$ per sq ft per month)

Negative rent reversions are expected for the Trust’s 
leases expiring in 2011 and this will negatively affect CCT’s  
operating revenue in 2011, although the impact should be 
mitigated by generally rising office rental rates.

The rigorous implementation of our portfolio reconstitu-
tion strategy will enable us to ride on the positive outlook 
of Singapore’s office market and leverage on our strong  
balance sheet and financial flexibility to continue to 
enhance value for our Unitholders.

Grade A office rent is still 47.3% below the peak in 2008

Source: CB Richard Ellis (Pte) Ltd (November 2010)




