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GETTING
VALUE

for investors

Jeremy Yong, co-founder of Croesus
Retail Trust, which was acquired by
Blackstone Group last year, provides a
revealing retrospective on the challenges
of achieving a good valuation for an
independent property trust. Turn to our
Cover Story on Pages 12 and 13.
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ervimy Yorg was relieved more ilan any
whien the deal tor Cros4iis Be
acruired by Blackslone
asi September Foo
il was lisded, CRT
mel Aol value [NAY)
was nhapseeil wiih closing (he valiwation
Eap,” Lays Yoot who was managing director
of CET s vrusies-manager. “We promised owr
undthdders we were going (o close this gap
amxl we wanied 1o make good on this promise
He ailid=

thing else
tall Tl 1o be
Lrop was sedled
mosl of the 4% years
fail radled Blon g

“We neededl 1o imalle sure We Were
tracling at ladr walue so That aur acqumitban cur-
TENCY Wi Sirong enoils 1o Acquire e asssds "

A part of his elfon o achieve this. CRT
woirked hard fo court Investers and more than
doubled the aize of Ha portlolio with a sring
ol acyjuisilions and caplilal-ralsing snercises
Ii alsp teslad (he notion thal properly trusts
with interoal managers garner belial market
valuations than ihose with extermal m ANAEETE

Yeb, if wan onby when Blachsione came
Ao with an aller o acquire CET a1 8117 2
il of A 20% premin 1o i NAY, Ul Yong
achieved wiaan b wanted. [mvestors whio bought
umits b CET @ its [PO In May 2003 and aooeps
ol the offer from Blecksiome Last vear wonld
fave seen a fotal return of 6% [with distn

botions reimesbed]. “lt's 2 sense of relel That
thie boand aid masageimnend weee able to (-
il the promise.” Yong says. "Unitholders who
kept the farth |got thedr reium]

Mo, lonking hack on the whale expenenioe

GETTING VALUE
for investors

Croesus Retail Trust was taken private by Blackstone Group last
year at a higher price than it ever garnered in the public market.
Jeremy Yong, who co-founded the trust, provides a reuealing

retrospective on the challenges:

kel for real estaie investment frusts n Sin
o, [ particwlarn, one common challenge
that smadler REITS face s cultivating an inves

T bunge to suppnrt thelr growih plans. Wh Ir'
HEITs and propery trusts are often promaoded
o the bazis of ylelds, they are not pas-
Eive incoma-gemraling investmenis. On the
coplrary, they are propeny securitisatian ve

hilehes strictiured o ralde money io aogilre s
The |.|||.'.n."'| and more diverse thelr por-
[olios, the more attractive they will be o K1
nstslationd] Divesions

Yo, communicating plans lor growih i
hatder fof RETTS anad progeerty (mises (hat are
nEl backed By major prapery develnpers wilh
a hipghly visible pipeline of new asses. And,
it 15 harder il for e ones Usal do nol have
an established. recognisable name

“Thir higgest kandicap o the very be
pimning was being 4 new name,” Yong says
e mased sharsholders of CET 8 sponsar ki
cluded Yong and co-founder Jim Chang, as
will a= Japan's Marubenl Corp and Dalwa

(L]

Croesus Retail Trusi E
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[hmuase Indusdry Co, Marsbeni = a lapanese
conglomerdle with businesses spanning en
ergy amd metals 1o oo producty, and Dalwa
Hoige 15 8 homaetualider, “10 ik ime — #igne
uUAITers demonsirate o he
marke Lhat |theve was| no hanky-panky, the

asets wiere good, we delivered the viekls. and

WD yRars — I

W vt [niend on growlng, ™ Yong adda. “Amd,
#ven that wasn't enough ~
Anarhier problsm was thal many invesionm

wiere nod comrlortable at the time with the wdea
o lnvesting in Japan, where co ||||||1'||'i il Celis
n 200E were growing al & much alivwer pace
nan In Singapoere and China. To overcome
this abEiacle. Yong had wanisd o inclode a
low-rizk development ™ project m LR # mi-
tal porifolie, Thal was thie msaln reason Ut
CRT was stiviciuned a8 a busbivess trd sl rallisr
hain & REIT, hig jave A1 e tine, RET
il allowed co lanne meods than 10% of Thelr as
4efs fxposad 10 dey --"'||||I||'|I i projecis, |he cap
hae since bien raised v 25% . Business inesis
Have no limit, g CET voluntarly capped iis
expoEne o 208

“Back i 2000, 2002, thete were alill sothe
fEacy lSsues [mmm e | Leadoman ek, whers
ety hiolders of deve Il.l|"II||. 17 assels were still
BORLnp squeszed oul, Il.|II|-~l explains. *We
comlidl actoally step [inio projiects] where the
detelopment s more than 50 completed and
e apreemenls [are] signed.” Thal wold
e provided T willy some grswlls i ey
enve and an MaAY uplifi, he akls

Thingz il mot o smoothly, though. Yong
A Chang began prepating CET for an PO in

TH W

of sefting up andd romming, CRT,

Vong offers
sl lats ard viewpobals thal coubd be dsejud
in fosterng a more vibrant and diverse ma

.ll'ulr 168 2013 et 10 2T

B,
copke. e shanked a lew 1nvesion
10 use a poliing term,*

il found the seepliciam hand o over
meetings,
[k SaVE. TOOR also e

f8Pendent property trusts face in

growing their portfolios.
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ahomied an PO Launch for fear
supper. “In Novein
ber 2002, we were on the verge of lodging &
AT Praspecriis 1% ith [thie Wametary Anthoriny
of Singapore], but we just didn"l feel the hook
he savs. 1 del that of we
lodged and didn't succeed, we would neve
cajfg back to (he market, 5o
lwee ard fight another day.
Yong subsaquently dectded to scale back
CET s initial pomiolio. In 2002, he planned to
Include as many as seven properiies in CET s
portiobio plus s ebghrh tha was under deve

weals that CRT

ol Insuliicient invesio

was strong emsunh

It was PIer Lo

npment. CRT eventually came to marker b
May K3 with a poriiabio o anly Fmer prop
erties, valued at %52 47 billion, These com-
Ikt A0 a|_.|||_|| B TR :.FI|_I|,I|_I|_I i CPrIEnss I,.|I||_‘||_'_
miagter Hases Wil Acod Tinwn, In Tharakl amd
Ml prelectures: anothes subirban mall, Mal
lape Shabu in Saitama Preteciore; snd C
Shinsabashi, & retall property in Usaka oy
These malls were nearly fully oocupied, aol
sl a1 weightes] average bease eapiny (WALE)

il =P ]

of 11 ¥

Farging partnerships

How exactly dad (e 1o torm CHET comse
abiout? Yong was iniraduced 1w Chang by a
M 'r||=n| while he was working in 1a
pan vears agn, Chang had been 3 arnior ex
ecutive al Evernreen Gmouap, the prvalely
held Talwaness comglomestale with Inlerssls
paing rruesper and shipping ulrasirsc
ture. inchiding the alrline EVA Air. Accond
tng to his Croesas b, Chang led Everpreen's

bkl

investmenia and management in meal exiate
transpod ] atd ndrastrociure across Asta e
tween 1997 and 2003.
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Yo and Chang originalby wanied io sef up
& trust for enfrasiroctune aesels. “%We ke The
wield componenl of this a88e) Class A Jum
havibg come tm Evermres, has bs ol expe
rience in aviation and ports, and we wore 1Ty
g 10 o nssinen in that space.” Thedr plans
chanped in 2000, lowever, aller they mel an
idividual names] Masaham Eodaka
Yo desceribes a8 "a very edtablislwed, redbred
real estite banker®, Yong and Chang were also
ivmodoeed o officials at Marobeni and Daiwa
had access o very high-aualety metail
g says

After & pumber of discussions, the pan
HiErs discided oal LIETIL: L -5'.I:!.'J-|'an é 48 & Dase |0
batld a pan-Asia business, with an mitial ses
of assets in Japan. Wi, a8 tme went by, we

Wk

'i They
assets al very attraciive prices,”

lett that our core competencies werne all lapa
nese.” rong savs. Moreover, assed prices wene
reasemable and the et of debi ||IJI-J iy in Ja
pan was amang the lowest aroond. ~We |uss
never necded 0 move out of Japan,© At the
sare fine, Shdneo Abe had become prime min
e for 4 deconid e aisd, with s “thies
arpowws” kel PROIEE0 SIFEISEY O bty
BANNE. fiacal stimatlus and stroctural econom
i relaormg, was imtent on pulbing Tapan ost of
o decades of Magnalon
Battfing weak valuations
Deesrie ihe coal reeepiion 10 CET in the mar
kot, the rrost was soon expanding it portinli
In January X4, same eight months atber its
IPCL, CRT i=swed £100 million in medivm-term
fioles, A month laged, [ andoodiced b was ac
qubring two urban redall properiies (o Tokyo
Then i early Seplember, CRT placed ost 78,9
million new it o raise funds @ acoquire 8
subsianiial swburban mall m Chiba cicy, Cha
b Prelecium

I 2015, CRT whenl on bk sequire a suburlan
propeny in Fulomeeda, 11 was eoen mone actlyve
thi following vear, Bsuing more new uinls and
medium-term noies i iund the acguisiton of
threse mare malls, Tha broughi the member of
tialle in CRET s poertlolio 1o 10, The propenies
hadl 4 combilned vahiatlon of ¥112.64 Wllon
amndl an average WALE of s@ven

Meanwhile, CHT s income available for dis-
imbution had also grown. For FY2006 (it has
J June vear-end). ioreported a 164 % yao.y
rige b el property ineeme and an 18.5%
mproement in income avatlable bor disr
brumsen, Disribution per unit [DPL) was 11 %
higher, As at June 30, 2006, CRT had an NAV
of ¥76 87 S cenis a wnil 2 the

earn

a4 unil, o
echamge rate an the fime

Dheapiie This peogress, wniis in CHT wene
uinguishing 41 a discouns of ragndy 16% 10
il Mo As Yon saw i, oo prodslem wans that
CRT liad nof vt Bbecome lange @nough to alirc
i big fnetiaional invesior fedlowing. Thal. in
tur, made i1 1augh to rdse money 10 acouine
minie assels on terms tha would be inomedi-
&l=ly aceretive loos DNPL, ellecuvealy creaniigg
& viclous oycle

‘Srale, in my opinion, is
crileria for a sustainahle exis
REIT mmarket,” Yoius aays, adding thal desel
oper-backed HEMMS have an sdvantage over
||'a|.'|.",'|.'||d|.:i|: onEs I YO wWere Jd -J1.".-.'|l.l|.~|.'|
the pipelioeg woulid b visible, amsd you'd have
scale. Then, your pricing wourld be good, and
it coibkd aoquere [emome|

This lact was ol lost oo anvesiors. David
Lims, chapresn of CHT's trusiee-mnanigar, says
he cliservid mesistace trom some witholdens
in thee Ervst's acipdsitbons and capital-ralsing
expfriies. e temembiers one invesior rabing
fuestions al an AGM and supgesting that e
dials digl micre lop s trustee-manages isn
the unitheddemn. “He stood up and sakd,

e af (hie kow
wience on the

aaseis

5]
know, | think you're acquiring property for
ihe sake of i1, because the yield doesn't in
crease, "' Lim recalls. * There's alwas this per
cepin of conblecl of biletes]. | cannol aipie

dgainsl pereapion.”

Closing the gap
T address this msue, Yong and Chang mads
an audsciods move o Juse 12, 2006, CHT
Annogicesd |||.'.ii"\- I3 Jequirg §ls Tusise-mnan-
agir for 50 million

In x stademend 10 The atock eachange at
Ul time, CT sald the move wondld creale s
whoriger algnment of inkeéresis” bebween the
imaiager and wdifioldes. nlemalisat o would
alzp eliminse MLENAZEmEd 1ees ano lower
Iraneaction costs for fuhime mvestments and
divestmemis, and therelome be DI socretee
In a Movember 2006 repord, OCHC Hesearch
eslimaied that cosi savings would amouni e
¥ipd million a year And, chis waowhl s ass
as the tmest enpanded ite portfiofio further

[ronically, the process of intermalising the
frustee-manager pul Yong and Chang at odids
wilkh CRT s winbbaslders, many o sebuun abject-
ed to the propaesed price g, “Thete weuld al
warys bie pushback o these zarts of mitlatves
especially when it invnlves valuation,” Yong
sy, “Algoment of interest v a clicle, bod )'s
4 very poweriul boold In getting CHT, lor exam-
plis. Eroan undervaloed to Dby vabisad, There's
empirical evidence that suggesss Intemalisa
tion artmally causes 3 REIT to rrade betier

Yang: Thers't semplrical avidence that suggoctt Intor:
nalisation achumlly casses a REIT to trade better

1 mghi. Lke-
spite some gromibling, CET's unithokles passed
thar propsmal 1o scguine the Iresiee-manager at
an exirandinary genera] ineeing with a two
Ihlrds maloriey. Immediately afies, unis i
CRT megan appreciaiing. From Juns M, 2006
wisen unitholders approved the move, o Aug
31, UG, when the inemalisation wis com
pleted, CRT wnils mse §,8% fAnd
they continued trading higher subsequently
Yorg fells The Edpe Singaiwre
Huai the intemalisation ol the usies-manag-
er wias fust one of 4 fumnber of Inidatives he
was pursuing at the Hme to Improve the mar
loet waluation of CRT. Among other things. he
was also looking inlo & posuble Hsting in la
pan. *lnternslsaiion was the lusl siep,” he

LI |.E||'- LW Of K, e Whs IOV

in walua

L1 BV,

sabE. "W were golig o Lap Japansse capital
W e going to make a blg push inte Inves
{or relations in Japan, .. i compeess our vieks
o acapudre more &ssets
Then cams e aller foim Blacksions, Cha

Apri 26, 20017, CHT announced 1lat i lwad re-
cefvisd a pot I.|I|.I.l| takeover approach. O June
27, it called for a trading halt and, sobseguent
Iv. annoonced a privatisation offer at 5107 a
unit. The olfer piice was 1'% higher than ihe
ith voilusse welplisd ax ETagE price pe
unit, and exceeded CHT's lighest closing price
siice (PO, Despite some poshback, unithold
ers of CET acorpied 1he offer and the trost was
ibebmled tn Oicinber,

Wiy was Blacksione willlng to pay 4 jprice
well above what CHT could achieve In the

public markei Some marke walchers pot i
dovwn (o antenest rades having been low [or a
It timie snd privals-sguity (unds being abds
{0 take oo mewe leverage than RETs, wihich
amplifies the retures they provide. That raises
thes quesiion af whebher REITS soch as CHT will
ever be able o compete with privale-eouity
funds wiken it comes 10 acguiring assels

Yo podinls oul, however, that U crade-ob
ie that rveshon in & privale-egety fund would
nat have the beaeft of the Hoqoidity of a ligl
el property trust. “Chir assels ame very appm
peidie for a public platform. And, the Diggest
sdvaniage of being traded puddicly & your l-
gulbdity, S0, i eschange for lquidity, wu bave
0 glve up somde refem.

The way Tong sees (£, owever, Blachsdone
was sbmply attracted o CRT because i prowvid-
ed a means of qulcshy gaining bosd exposure
io Japan. “Owning fapaness asseis, | think
i attractive o any buver,” he save. “To own
real patate in the third-largest cconomy inthe
world. ., where there’s mbe of bow. Chnce the
iellationary story kecks my you could reslly see
prices going much ghsr.” In sdditon, CRTS
pordolio was spread oul acmoss the eouniry
“Fror amyone. 5t woald be a faicly instant pen
etration inin lagan with large-scale assed ”

The draw af lapan
Yong b something ol an &lvocae of invesing
im Bapan. ~ky omance wiith Japan goes back
2 years,” he says
He began his career at JP Morgan Singa
piie den the micd-1 5908 &% dn invesiment bank
1. belare moving o a prvai-equity fund. In
thie wake of the Asian finaneial cris
was shl down and he los his |||I'- Hin bhoss
had plans to head o Japan and asked Yong 1o

& his fund

jin b, “Haewald Japan was really 2 sléeping
glani, s let's go,” Yong recounis, 7 had noth
g 10 lnse, [ was 27 5a, | pacied my hapa and
left. | told my wite mit o quit her job yet b
cause | might [ back in =iz monihs

11 Japenin, Yong worked a1 2 unil of a 0% ech
imvestar, “And thaa s whene 1 reaklded tha Use
dlay Japan comes aul of 108 slumbser sy
siiiom yonersell mgne, iF eoild be s land Bowing
with millk and honey.® The fund, GG Japan,
subsegquently merged with 1CC Asia and was
st In Hong Eomg. 10 was Ler aciuinsd by
Hutchison Whamjsia. Yo, Yong's time n Ja
paam adao tanght him that If was not an easy
marke? o navigate. “lapan (s 100000 shades
of prey. You need poisd partners, |Pecanse ol
ther| language, cullume, everyihing.”

O eouerse, CRT 1sad all of this going o I
Andl, with its unis raling 5 Eaproved vl
thoms alver the irderrslEation of (18 [rustee-man
ARET, 1 was i & sironger posifion (o expand
is partiolio. “We had a whole pipeling of new
aseii. There seeto elghl or niose paeeniial as
ieln we were evaluating, becanse the wahaa
{2 g ~ aavs Lin. When Black-
stone’s offer came, however, the board of (e

was cloming

tristes manager had o boing W W wsiibold
er=. “You can plan something, but them's a lm
of execytion risk amound "
ool we huayve said noi”

Wl 15 el Boar Yo and hes partner Clusog

Yisngy peiils ovinl
“Ea, o

Wiatild he aver attermpd Lo sel wg Selisr prop
werty st or fund in Jagrani “In thie near theee
misnthe, we are in the thick of helping with
{he tranaifiod, ™ Yong says, “There o a ol of e
alruciniring polig on 1o optiodse the strsctone
far & private platform.” In the longer eom, lie
hopes that his sox venture will bave some
thing to do with Japan. 1 certainly hawve the
desire 1o have a lapan angle. Whether 1 have
ihe npghl compoients o foee it all up again
" i o skl down with Jun

Lim saws he woukll have littke hesiation
embarking on another ventore with Yorye and
Chang. “It's} a fantastic parinership betwern
the tew. [Chang's] global network is really some
ilalmgg, arsd that comgiseinenls e techiical skills
|ongl hos It's a powerdu] combnation.” B

10 [ajiuise I ckiil

How Croesus grew

MAY 10 - Crcasus Rotall Tust Bty on
1he Marbaxid of the Singapone Eacharge
a1 B3 et A s

DEC 27 - feei gemsnuon of fes jighe 1
nejotists fow plopestes uncd Merdh 2014

JAN 15 - Shroorees msu=al $100
milllan of 4.6% hazd-rale medum-l2m
ntes. due i 2017

FEB 27 - Armauncrs soqusion of Loy
Drmairs aewd MIS W | malls e §176,1
millian; completed an Masch &

SEPT 1 - fywewmces plans o soquie
Ones Klall for $132.5 millkan

SEPT 2 - U= piivate: placewent of
705 millicn rev snity ot 51.5 cents each
DEC 26 - Seska exteniion of fint right
1o reyetlate on Malage Saga and Forecast
Eyoto Kawammachl upiil March 31,2015

MARCH 31 - Malluge Shetns complates
ahel enhancement and lerdard meniived
AUG M - Declines offer rom Manuben|
1o acquire el development in Shanghal
umdor @ pght of first refsal {ROFA]
Epeeme
SEPT 28 —Announces 22-loi-100 slghts
wsun at B cents et rghts weel aCquisition
ol Toraus Froperty for 1952 mition;

in Cicinksr
BCT 19 - Declines ofler from Sojiz Corp
16 acquies Torecast Kyato Kmwasamachi
under BOFA

MARCH 23 - Frjvate plicimsnt ol 70
midllon naw uris st 75 cints adh
APRIL 4 - (5 560 millian 5% Thi-
e medium-trmm nmes
APRIL 7 = Announces acquisttion of Fujl
Grand Matale for 34001 mlion; completed
on Al 18
MAY 13 - frnounces atgusition of
Millage Saca and Feseal Rahdawa malks
for §74.5 milien; completed an May 37
JUNE 12 - Proposes mtsnalisation af
AT T H
JUNE 30 - Uinitholders appios
emaileiton A estianidniey geneis
parnaunces 1040255 peefrrensial
olferng at 19.7 cents-a unit
AUG 26 — lisues 27,682 070 new wnits in
fnlation to prederelial ollering
AUG 3 - wemaliviion al meskes
FTANAGE g keted
SEPT 29 — lssuzy §50 millon 5% foed.
sabe mediurm-tern hipes
MOV 18 - Purchase and cancelasion of
59,75 mition fed e notes dusin 2017

JAN 23 - Fnd redeergtion and
cancelation of $90.25 millon lied-ane
nates due in 2017

MARCH 24 - Secuies VA billon four-
jear tarm loan faclity

APRIL 28 — Aniunces somoach loi
polential takeaver of 11t
JUNE 27 - Teading hah

JUNE 28 - Ancovindes sooasbon

al CHT try Cyriie o o, & el it
flatkstone G

AUG 30 - 5145 Dalogue session
SEPT 13 - Schome meesing

OCT 11 - Trading of CIT unifs suspenced
DT 25 - CAT delisted




