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TREIT swap transaction to provide long-term benefits 

What's going on? 

► TICON informed the SET yesterday that it will issue 1) rights to invest in TICON’s 

assets for an amount not less than Bt3.5bn by the end of 2018 and 2) right of 

first refusal in the event that TICON or its subsidiaries wish to sell, dispose, 

transfer or lease in all or part the assets used for rent (with conditions) to TICON 

Freehold and Leasehold Real Estate Investment Trust (TREIT TB, Bt9.75, Not 

rated) in order to support the conversion of TICON Property Fund (TFUND TB, 

Bt10.90, Not rated), TPARK Logistic Property Fund (TLOGIS TB, Bt11.30, Not 

rated) and TICON Industrial Growth Leasehold Property Fund (TGROWTH TB, 

Bt10.00, Not rated) to TREIT. If the transaction is completed within 2017, the 

value added tax, specific business tax and stamp duty will be exempted. 

► The company said the transaction is being conducted to allow it to benefit from 

economies of scale, save on fund expenses and increase its leverage (to 60% 

under a REIT from 10% under a property fund). Under the plan, TREIT will issue 

new units plus cash to the unit-holders of TFUND, TLOGIS and TGROWTH (all 

property funds) as consideration for the transfer of the assets and liabilities of 

the property funds to TREIT (the swap ratio is shown in Fig.1 below). Note that 

the swap ratio plus cash is based on a fair-deal basis for all parties that should 

not result in the loss of investment return as a result of the transaction. 

► To support these transactions, TREIT will borrow money from commercial banks 

and/or financial institutions in an amount not exceeding Bt7,294mn. This will be 

divided into two amounts, the first not exceeding Bt3,794mn, to invest in the 

property funds, and the second, not exceeding Bt3,500mn, for investment in 

additional assets post conversion or for the payment of the dividend and/or 

returns from a capital decrease. The latter may occur in the event the additional 

investment plan for TREIT cannot be completed by 2018. After the transaction, 

TREIT’s debt ratio will fall from 23.39% of the total asset value to 17.51% but 

will increase to 25.50% if includes the loan for the additional investment.  

► Following the swap transaction, which will see TREIT receive 100% freehold 

assets from TFUND and TLOGIS but 100% leasehold assets from TGROWTH, the 

portion of freehold assets in TREIT will rise to 69.0% from 56.0% at the moment.  

► XM signs for these property funds and REIT to signal the conversion transaction 

will be posted on Sep, 22. Meanwhile, unitholder meetings for TFUND and 

TLOGIS will be held on Oct. 18 and for TGROWTH and TREIT on Oct. 19. 

Impact 

► We see these transactions creating positive impacts for TICON in both the short 

and long term.  

► In the short term, TICON will receive a larger REIT management fee of about Bt20-

30mn per year given this kind of income is currently charged by asset management 

companies although the fee rate under TREIT will be lower than what is currently 

charged at the property fund level. Also, we may expect a total gain from asset 

sales of Bt3.5bn, which in 2018 may be about Bt1.0bn (before tax). 

► In the long term, the larger size of TREIT will enhance its trading liquidity. Also, 

the assets in TREIT will be more diversified with better economies of scale and 

greater leverage. These will support the long-term value of TREIT. 

Recommendation 

► We maintain Outperform rating with an unchanged target price of Bt16.40. 

News Flag 

TICON TB Outperform 
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Fig. 1  Details of swap transactions 

 
Source: Company data and KS Research 

 

 

NAV 2Q17 Existing units (mn.) Swap ratio Cash per unit

TFUND 11.5016 1,150 0.9874 1.6977

TLOGIS 11.7879 414 1.0129 1.7415

TGROWTH 10.3747 550 0.8673 1.4911

TREIT 10.0220 567 no no

Total 2,680

New units of TREIT 

after swap (mn.)

Cash paid by TREIT as 

part of swap (Btmn.)

Cash paid by TREIT for 

debt repayment

Accrued dividend before 

swap transaction

TFUND 1,135 1,952 0 84

TLOGIS 419 721 0 48

TGROWTH 481 828 294 10

TREIT 567 no no no

Total 2,602 3,500 294 141
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Analyst Certification 

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject security(ies) and subject company(ies); and 

no part of the compensation of the research analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 

the report. 

Investment Ratings 

Outperform : Expected total return of 10% or more within a 12-month period 

Neutral : Expected total return between -10% and 10% within a 12-month period 

Underperform : Expected total return of -10% or worse within a 12-month period 

General Disclaimer 

This document is prepared by Kasikorn Securities Public Company Limited (“KS”). This document has been prepared for individual clients of KS only and must 

not, either in whole or in part, be copied, photocopied or duplicated in any form or by any means or distributed to any other person. If you are not the intended 

recipient you must not use or disclose the information in this research in any way. If you received it in error, please immediately notify KS by return e-mail and 

delete the document. We do not guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by any other 

person.   

This document, including  information, data, statements, forecasts, analysis and projections contained herein, including any expression of opinion, is based on 

public available information or information obtained from sources believed to be reliable, but KS does not make any representation or warranty on, assumes no 

responsibilities for nor guarantees the accuracy, completeness, correctness or timeliness of such information. KS accepts no obligation to correct or update the 

information or opinions in it. The statements or expressions of opinion herein were arrived at after due and careful consideration and they were based upon 

such information or sources then, and in our opinion are fair and reasonable in the circumstances prevailing at the time. The information or expressions of 

opinion contained herein are subject to change without notice. 

Nothing in this document shall be construed as an offer or a solicitation of an offer to buy or sell any securities or products, or to engage in or refrain from 

engaging in any transaction. In preparing this document, KS did not take into account your specific investment objectives, financial situation or particular needs. 

This document is for your information only and is not to be taken in substitution for the exercise of your judgment. KS salespeople, traders and other 

professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions which are contrary to the opinions 

expressed in this document. Before making an investment decision on the basis of this document, you should obtain independent financial, legal or other advice 

and consider the appropriateness of investment in light of your particular investment needs, objectives and financial circumstances. There are risks involved in 

the investment in securities. KS accepts no liability whatsoever for any direct, indirect, consequential or other loss (including claim for loss of profit) arising from 

any use of or reliance upon this document and/or further communication given in relation to this document. 

Any valuations, opinions, estimates, forecasts, projections, ratings or risk assessments herein constitute a judgment as of the date of this document, and there 

can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, projections, ratings or risk 

assessments. Any valuations, opinions, estimates, forecasts, projections, ratings or risk assessments described in this document were based upon a number of 

estimates and assumptions and are inherently subject to significant uncertainties or contingencies. It can be expected that one or more of the estimates on 

which the valuations, opinions, estimates, forecasts, projections, ratings or risk assessments were based will not materialize or will vary significantly from actual 

results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, projections, ratings or risk assessments described herein is not to be relied 

upon as a representation and/or warranty by KS (i) that such valuations, opinions, estimates, forecasts, projections, ratings or risk assessments or their 

underlying assumptions will be achieved, or (ii) that there is an assurance that future results or events will be consistent with any such valuations, opinions, 

estimates, forecasts, projections, ratings or risk assessments stated therein. 

KS along with its affiliates and/or persons associated with it may from time to time have interests in the securities mentioned in this document. KS and its 

associates, their directors and/or employees may have positions in, and may effect transactions in securities mentioned herein and may also perform or seek to 

perform broking, investment banking, advisory and other securities services for companies mentioned in this document.  

Corporate Governance Report Disclaimer 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the 

Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of companies listed on the Stock Exchange of Thailand 

and the Market of Alternative Investment disclosed to the public and able to be accessed by a general public investor at http://www.thai-

iod.com/en/publications-detail.asp?id=170 . The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based 

on inside information. 

The survey result is as of the data appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after 

that date. KS does not confirm nor certify the accuracy of such survey result. 

Structured Notes and Derivative Warrants Disclaimer 

KS may be the issuer of structured notes on these securities. 

KS acts as market maker and issuer of Derivative Warrants (“DWs”) on the underlying stocks listed below. Investors should carefully read the details of the DWs 

in the prospectus before making any investment decisions. 

DWs Underlying Stocks: AAV, ADVANC, AMATA, AOT, BA, BANPU, BBL, BCH, BCP, BDMS, BEAUTY, BEM, BH, BLA, BLAND, BTS, CBG, CENTEL, CHG, CK, CKP, 

CPALL, CPF, CPN, DELTA, DTAC, EA, EPG, GFPT, GL, GLOW, GPSC, GUNKUL, HMPRO, INTUCH, ICHI, IRPC, ITD, IVL, KCE, KTB, KTC, LH, LPN, MAJOR, MEGA, 

MINT, MTLS, PLANB, PSH, PTG, PTT, PTTEP, PTTGC, QH, ROBINS, SAWAD, SCB, SCC, SIRI, SPALI, SPRC, STEC, STPI, TASCO, TCAP, THAI, THCOM, TKN, TMB, TOP, 

TPIPL, TRUE, TTA, TU, TVO, UNIQ, VGI, WHA and WORK 
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