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Announcement No. 310                                                  22 February 2005 

 

Central Pattana Public Company Limited 
Company Rating:                                                                                          Upgraded to A from A-
Issue Ratings:  
CPN066A: Bt1,000 million senior debentures due 2006                Upgraded to A from A- 
CPN093A: Bt1,000 million senior debentures due 2009   Upgraded to A from A- 
CPN10DA: Bt1,500 million senior debentures due 2010   Upgraded to A from A- 
Rating Outlook:                                                                                                 Stable from Positive
 
Rating History:                                   Company Rating                                                             Issue Rating                     
                                                                                                                                           Secured                 Unsecured 
12 Jul 2004                                              A-/Positive                                                     -                               A-       
4 Oct 2002                                                     A-                                                           -                              A-         
17 May 2001                                              BBB+                                                           -                           BBB+        

 
 

Rating Rationale 
          TRIS Rating upgrades the company rating of Central Pattana PLC (CPN) and the rating of its senior 
debentures to “A” from “A-”. The ratings reflect the company’s strengthen leading position in the Thai 
retail shopping center sector, its high-quality shopping center portfolio, recurring cash flow from contract-
based rental and service income, and its successful track record in shopping center management. The 
ratings also take into consideration CPN’s expansion plans for the next few years, and intense competition 
in the retail industry.  
 
          CPN’s ten shopping centers averaged 94.9% occupancy in September 2004, underpinned by their 
good locations in attractive and high population growth areas. The company’s redevelopment and 
expansion plans will require significant capital expenditures for the next few years.  However, these plans 
will enable the company to maintain and improve its already strong market position.  The redevelopment 
risk of Central World Plaza is partly mitigated by its prime location on the most popular shopping street, 
together with the company’s successful record of developing acquired projects.   
 

Rating Outlook 
          CPN’s “stable” outlook reflects the company’s ability to maintain its market position in the retail 
property industry by developing new projects and acquiring existing projects that have been re-branded to 
CPN. The company is expected to continue its conservative financial policy by maintaining its target net 
debt to equity ratio of less than one time. 
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Key Rating Considerations 
Strengths/Opportunities 

 Leading position in the Thai shopping 
center industry 

 High-quality shopping center portfolio  
 Recurring cash flow from contract-based 

rental and service income 
 Good track record in shopping center 

management  
Weaknesses/Threats 

 Aggressive expansion plans during 2005-
2007 

 Intense competition in the retail industry 
 

Corporate Overview 
CPN was incorporated in 1980 under the  

name “Central Plaza Co., Ltd.” to invest in a  
mixed-use shopping complex in Bangkok. The 
company has been listed on the Stock Exchange  
of Thailand since 1995. The Chirathivat family  
holds a 62% stake in CPN through Central  
Holding Co., Ltd. (27%) and family members  
(35%).  Central Holding Co., Ltd., wholly-owned  
by Chirathivat family members, is a holding 
company engaging in various businesses, such  
as retail, real estate, hotel, wholesale and food.   
The Thailand Equity Fund is another major 
shareholder, with an 8.2% stake. 

The company currently develops, operates, 
and manages ten shopping centers, four office 
buildings, three residential condominiums and  
eight food centers, and provides services within  
its shopping centers.  CPN is the market leader in  
the Thai shopping center development industry.   
As of September 2004, its total rentable space  
of 593,077 square meters (sq.m.) was more than  
double the second largest player.   

For the first nine months of 2004, rental  
and service income from its shopping centers 
accounted for 84.3% of total revenue, followed  
by food center operations (6.4%) and office 
buildings and residential condominiums (4.2%). 
Rental and service income from the largest  
tenant was around 5% of total rental and  
service income, and the top ten tenants con- 
tributed roughly 16% of total rental and service 
income. By continuously adding new shopping 
centers, CPN has reduced its dependence on  
the performance of its biggest income con- 
tributor, Central Plaza Ladprao, from 35% in  
2001 to 22% for the first nine months of 2004.  
The overall occupancy rate in September 2004 
averaged 94.9%, slightly lower than the  
industry average of 95.3%, mainly due to the  
low occupancy rate of Central World Plaza,  
which is under renovation.  
 
 

Table 1: CPN’s Shopping Center Portfolio 
Shopping Center Salable 

Area (sq.m.) 
Occupancy 
Rate (%) 

Central Plaza Ladprao 56,845 100 
Central Plaza Ram Indra 13,585 96 
Central Plaza Pinklao 56,883 100 
Central Festival Center 
Pattaya 

 
15,020 

 
99 

Central Plaza Ratchada 
Rama III 

 
56,021 

 
97 

Central Airport Plaza 
Chiangmai 

 
69,242 

 
94 

Central City Bangna 56,107 98 
Central Plaza Rama II 97,421 97 
Central World Plaza 134,183 86 
Central Town Center 
Rattanathibet 

37,770 98 

Total 593,077 95 
Source:   CPN 

 
Recent Developments 

CPN acquired the Jusco Rattanathibet shopping 
center on 30 December 2003, changed its name to 
Central Town Center Rattanathibet and replaced   
Jusco supermarket with TOPS supermarket in May 
2004. The renovation of this center is expected to be 
completed in August 2005.   

The offices at Central World project, located at 
Rajprasong intersection, opened in November 2004 
with approximately 80,000 sq.m. of office space. 
The current occupancy rate stands at approximately 
55%, with an average rental rate of Bt420 per sq.m. 
per month.  The Central World Plaza project is in 
the process of being renovated and is expected to be 
completed in mid-2006. 
 

INDUSTRY  ANALYSIS 

The prospects of the retail property sector are 
closely tied to the circumstances of the retail 
industry, whose demand is driven by consumer 
spending.   

 
 Consumer spending grew steadily in 2004, 

albeit at a lower rate than 2003   
Retail industry growth is driven mainly by 

private consumption, which grew continuously from 
4.3% in 1999 to 6.4% in 2003, and to 5.8% in the 
first nine months of 2004.  GDP growth of 6.9% in 
2003 and 6.4% in the first nine months of 2004 also 
supported growth of the retail industry. The 
slowdown in private consumption and GDP growth 
in the first nine months of 2004 was attributable to 
the spread of avian influenza, unrest in the southern 
provinces, and rising oil prices.   

However, the retail sales index, compiled by the 
Bank of Thailand, continued to show strong growth 
throughout 2004, from 234 at the end of December 
2003 to 290 in October 2004. 
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Recent forecasts by the National Economic and 
Social Development Board (NESDB) estimated 
Thai GDP growth would be 6.2% in 2004 and in the 
range of 5.5% to 6.5% in 2005.  Therefore, the 
outlook for the retail sector remains favorable due to 
comparatively low interest rates, additional personal 
income tax deduction, and the growing economy. 
 

Chart 1: Retail Sales Index (at 1998 prices) 
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   Source:   Bank of Thailand 
 

 Strong demand for retail space led to an 
increase in occupancy rates  
According to CB Richard Ellis (Thailand) Co., 

Ltd., the total supply of retail space in the Bangkok 
Metropolitan Area (BMA) stood at 4.01 million 
sq.m. in September 2004, of which 47.9% was 
shopping centers, 31.8% department stores and 
20.3% superstores. Total retail space increased 
slightly from 3.97 million sq.m. in December 2003 
as a result of expansions in both shopping malls  
and superstores. Occupancy rates increased from 
94.9% in 2003 to 95.3% in September 2004.   

Due to the current strong demand, many 
developers started new retail projects in various 
locations and redeveloped existing projects.  
Therefore, the supply of retail space will increase  
by approximately 600,000 sq.m. within the next  
two years. 

Average rental rates remained generally the 
same in most retail centers.  However, the rental 
rates at two large-scale shopping centers, Siam 
Paragon and Central World Plaza, are expected to 
be high, due to the centers’ concepts and their 
excellent locations. Therefore, after the completion 
of both centers, CB Richard Ellis expects that 
average rates might increase in the next few years. 

 
 Good prospect for office buildings, 

particularly grade A properties, due to strong 
demand and shortage of supply 
According to CB Richard Ellis, the total  

supply of office space in the BMA stood at  
7.09 million sq.m. as of September 2004.  
Approximately 100,000 sq.m. of new space was 
launched in the fourth quarter of 2004.  The vacancy 
rate continued to improve, from 21.1% in 2003 to 

17.7% in the third quarter of 2004.  Demand for 
office space is expected to grow continuously in 
2005, as new business registrations increase. 

 
 Competition remains high for retail industry, 

even after adoption of stringent zoning 
regulations  
Competition in the retail industry is high, 

especially from superstores, which have been 
aggressively establishing new outlets. As 
superstores are expanding rapidly and since  
they draw people away from traditional  
retailers, stringent zoning regulations governing 
commercial development in most cities came into 
effect. The regulations mainly affect the expansion 
of superstores; therefore, superstores have created 
new strategies by opening smaller scale centers, 
which are permitted in the regulations, in order to 
keep their market share.   

Shopping centers are also partially affected by 
the zoning regulations, especially centers with  
a supermarket. However, current developers with 
large portfolio of shopping centers will benefit from 
future supply limitations. Large developers also 
have an advantage when the centers try to secure 
new tenants to lease space, because they can offer 
tenants numerous locations. Shopping centers that 
have good merchandise mixes, an attractive 
concept, and create interesting promotions are able 
to increase customer traffic and also attract tenants 
to lease space.   

As both Siam Paragon, a luxury shopping 
complex with total rentable area of around 215,000 
sq.m., and Central World Plaza are expected to  
be completed by the end of 2005 and mid-2006 
respectively, competition among retailers is 
expected to further intensify, particularly on Rama  
I Road.  However, the introduction of a shopping 
street on the Rama I and Rajprasong areas, 
stretching from the MBK Center to the Emporium 
Shopping Complex along the BTS Skytrain mass 
transit route, will support the growth of retail 
shopping centers. 

 

BUSINESS  ANALYSIS 

CPN’s above-average business profile reflects 
its leading position in the retail shopping center 
sector, coupled with its high-quality assets, which 
provide predictable cash flow.  
 
 Maintain leading position in the Thai 

shopping center industry 
CPN currently operates ten shopping centers, 

comprising one downtown, three mid-town, four 
suburban, and two upcountry shopping centers. As 
of September 2004, the company’s shopping centers 
have a total rentable area of 593,077 sq.m., more 
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than double the second largest player in the Thai 
shopping center industry. The overall occupancy 
rate in September 2004 averaged 94.9%, slightly 
better than 94.6% in December 2003, though 
slightly lower than the industry average of 95.3%  
in September 2004. 

CPN’s operating performance has con- 
tinuously improved, as a result of both redeveloped 
and expansion projects. Rental and service income 
during the first nine months of 2004 grew 11.5% 
compared to the same period in 2003. Growth 
mainly came from same-store sales growth of  
9%, and the consolidation of income from Central 
Town Center Rattanathibet. CPN’s market  
position is expected to be strengthened by its  
new shopping centers.  
 
 Recurring cash flow from contract-based 

rental and service income 
The company’s main business is the 

development and management of shopping  
centers, including mixed-use projects, which may 
incorporate office and residential space. A mixed-
use complex will normally stabilize daily traffic 
between weekdays and weekends, bringing in 
consistent revenue.   

Approximately 65% of rental space is under 
short-term rental contracts (mostly three years), 
while the rest (35%) is under long-term lease 
contracts.  However, the proportion of long-term 
lease contracts is expected to fall in the near future 
due to the company’s target lease to rent at a ratio of 
20:80 for its new shopping centers.  The higher the 
short-term contracts proportion, the more flexibility 
in rate adjustments, refurbishment and tenant mix 
changes.  In terms of income generation, long-term 
leases contribute 15% of rental and service income, 
while short-term leases account for 85%. The 
company intends to increase the proportion of rental 
income from revenue sharing contracts, currently 
accounting for 17.9% of total rentable area.  
Revenue sharing contracts consist of a minimum 
rental fee, which is normally lower than the monthly 
fixed payment, and a percentage charge on sales.  
Therefore, the company can take full benefit of its 
investment by participating in its tenants’ growing 
retail sales, while the minimum fee partly insures 
against downside risk.  The monthly rental fee per 
square meter of each unit can differ depending upon 
location and the marketing policy of each shopping 
center. CPN has increased rental rates for its  
popular shopping centers, while maintaining 
competitive rental rates at its remaining shopping 
centers. 

 
 High-quality shopping centers with good 

location and tenant mix  

CPN’s overall asset quality is good as a result 
of its diversified income producing properties, good 
locations, and strong tenant bases.  The company’s 
main income contributing shopping centers are 
Central Plaza Ladprao (22%), Central Plaza Pinklao 
(14%), Central Plaza Rama II (12%), and Central 
World Plaza (8%).  However, these proportions will 
be changed as the company adds new shopping 
centers.  Central World Plaza is expected to have 
the highest portion in the future as it is the largest.   

CPN’s shopping centers usually undergo major 
renovation every 8-9 years in order to create retail 
appeal and attract customer traffic. To stimulate 
consumer traffic, management also uses magnet 
attractions, such as Central Department Stores, 
cinemas, bowling alleys, supermarkets, brand name 
shops, and large multipurpose halls. The prime-
quality shopping centers also attract prime-quality 
tenants, with the ability to pay the rent even in an 
economic downturn.  CPN’s major anchors include 
Central Department Store, Major Cineplex, and MK 
Restaurants. The good mix of major anchor tenants 
consequently attracts other specialty retailers. 

 
 Renovation projects proceeding as planned 

Currently, CPN has two renovation projects 
underway, Central World Plaza and Central Town 
Center Rattanathibet, which will add approximately 
100,000 sq.m. and 20,000 sq.m. of new rentable 
area, respectively.   

The Central World project consists of three 
parts: a shopping plaza, an office tower, and a  
hotel.  The office building, with 80,000 sq.m. of 
rental space, opened in November 2004 with 
approximately 55% occupancy rate. The project 
benefited from the shortage of grade A office 
building space.  As a result, the current rental rate of 
Bt600 per sq.m. per month is higher than originally 
forecast. The plaza expansion is expected to be 
completed in mid-2006. Both Central World and 
Central Town Center Rattanathibet projects are in 
the process of relocating several major tenants into 
the appropriate zone. The Central Town Center 
Rattanathibet project is expected to be re-launched 
in August 2005. 

 
 More new projects during 2005-2007 

CPN plans to develop and open at least one new 
shopping center per year.  The major new shopping 
centers in 2005 will be Central Plaza Rama IX and 
another unnamed project in Bangkok.  Development 
of Central Plaza Rama IX, with around 100,000 
sq.m. of rentable area, will start in 2005, with 
completion slated for late 2007.  Another unnamed 
project is expected to be close to the same size as 
Central Plaza Rama IX. The total investment cost 
for each project is approximately Bt3,500 million.  
Apart from developing its own new shopping 
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centers, CPN also considers expansion through 
acquisition. Purchasing existing centers is another 
way to overcome the limitations of the new zoning 
regulation. 
 

FINANCIAL  ANALYSIS 

CPN’s average financial profile reflects its 
conservative financial policy, recurring cash flow 
from its contract-based income, and increasing 
leverage from aggressive expansion.  

 
 Moderate financial policy 

CPN’s financial policy has been moderately 
conservative, with a target of net debt to equity of 
less than one time.  The company has a policy to use 
long-term secured loans and property funds  
to finance its property assets. The company 
currently has low interest rate risk, as fixed interest 
rate loans constituted around 90% of total debt as of 
September 2004. The amortized repayment schedule 
of property funds helps the company to properly 
manage cash flow.   

CPN plans to launch a property fund through a 
public offering (PFPO) of up to Bt10,000 million 
during the first half of 2005 by selling the majority 
of Central Plaza Rama II and Central Plaza 
Ratchada Rama III to the new property fund.  The 
proceeds of the property fund will be used to fund 
expansion projects. After the offering, CPN’s 
holding in each shopping center sold to the property 
fund will be diluted to 33%. The PFPO will 
diversify the company’s exposure in each asset, 
enhance its capital structure and provide tax benefits 
to the company. 

 
 Continued high profitability during the 

expansion period 
CPN’s high quality asset portfolio has 

supported its satisfactory operating performance.  
CPN’s rental and service income increased 44%, 
from Bt3,361 million in 2002 to Bt4,840 million in 
2003.  The company reported Bt4,029 million in 
rental and service income for the first nine months 
of 2004, which was 11.5% higher than the same 
period in 2003.  The increase in rental and service 
income resulted mainly from increased total 
rentable area following the acquisition of Central 
Town Center Rattanathibet. Higher occupancy and 
higher rental rates in current shopping centers also 
drove up rental and service income.   

The company’s operating income before 
depreciation and amortization as a percentage of 
rental and service income and sales decreased from 
52.1% in 2002 to 48.8% in 2003 mainly because of 
land rental fees for Central World Plaza and the 
significant amount of compensation paid to the State 
Railway of Thailand (SRT) for the Central Plaza 

Ladprao project.  For the first nine months of 2004, 
the company’s operating profit margin improved to 
53.13% primarily as a result of the increase in total 
revenues and the decrease in the level of 
compensation paid to SRT.  The pretax return on 
permanent capital ratio also improved slightly, from 
10.7% in 2003 to 12.1% (annualized) for the first 
nine months of 2004.   

 
 Cash flow protection decreased slightly due to 

increased debt 
The funds from operation to total debt and 

earnings before interest, tax, depreciation and 
amortization (EBITDA) interest coverage ratios 
dropped from 15.8% and 5.1 times in 2003 to 10.9% 
(non-annualized) and 4.8 times for the first nine 
months of 2004.  The decline in both ratios resulted 
from increased amounts of total debt, as the 
company issued Bt2,500 million of debentures in 
March 2004. Total interest bearing debt increased 
from Bt8,009 million in 2003 to Bt10,329 million in 
September 2004.   

 
 Leverage remains high due to aggressive 

expansion 
CPN usually raises funds through both equity 

and debt in order to maintain its target net debt  
to equity level. However, its total debt (including 
capitalized annual leases) to capitalization ratio 
increased from 58.9% in 2003 to 62.1% in 
September 2004, albeit lower than 64.5% in 2002.  
CPN’s debt burden increased following its 
acquisition of Central World Plaza and investments 
in new projects. According to its redevelopment  
and expansion plan in the next few years, the capital 
investment will be approximately Bt5,000-Bt6,000 
million per year during 2005-2007.  CPN plans to 
finance its 2005 capital expenditures with operating 
cash flow of approximately Bt2,000 million per year 
and equity funding from PFPO, of approximately 
Bt4,000 million.  In order to keep its target net debt 
to equity ratio, the company plans to raise equity 
funding by further issuing PFPO, in the next few 
years, should the first PFPO prove to be successful.  
The expansion risk is mitigated by the good 
locations of its projects and the company’s 
successful record of developing new and acquired 
projects. 
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Financial  Statistics  and  Key  Financial  Ratios* 
Unit: Bt million 

                 -------- Year ended 31 December --------
 9/2004 2003 2002 2001 2000

Rental and service income 4,029 4,840 3,361 2,720 2,271
Food and beverage sales 290 341 249 230 350
Gross interest expense 367 404 354 280 387
Net income from operations 1,030 1,130 878 732 678
Funds from operations (FFO) 1,515 1,804 1,249 1,066 879
Capital expenditures 2,531 2,508 6,167 729 418
Cash and short-term investment 3,044 2,279 1,273 2,182 2,138
Total assets 26,781 23,550 21,373 14,744 11,610
Total debt 10,329 8,009 7,594 5,021 4,276
Shareholders’ equity 8,432 7,956 6,039 4,230 3,818
Operating income before depre. and amort. as % of rental & service  income and 
     sales 

53.13 48.77 52.09 54.54 53.28

Pretax return on permanent capital (%) 9.11**       10.71      11.02        14.22 15.42
Earnings before interest, tax, depre. and amort. (EBITDA) interest coverage (times) 4.83 5.13 4.76 5.26 3.91
FFO/total debt (%)  10.96**       15.84      11.38        19.77 18.98
Total debt/capitalization (%)  62.12 58.87 64.52 56.03 54.82
Total debt/capitalization (%) *** 55.06 50.17 55.70 54.28 52.83
Note:   All ratios are operating leased adjusted ratios 
*  Consolidated financial statement 
**  Based on nine-month performance ending September 2004 (non-annualized) 
***    Not including capitalized annual leases 
 

Rating Symbols and Definitions
 

          TRIS Rating uses letter rating symbols for announcing long-term credit ratings.  Ratings range from AAA, the highest rating, to D, the lowest 
rating.   The definitions are: 
 
AAA the highest rating, indicating a company or a debt instrument with smallest degree of credit risk.  The company has extremely strong 

capacity to pay interest and repay principal on time, and is unlikely to be affected by adverse changes in business, economic or other 
external conditions. 

 
AA the rating indicates a company or a debt instrument with a very low degree of credit risk. The company has very strong capacity to pay 

interest and repay principal on time, but is somewhat more susceptible to the adverse changes in business, economic, or other external 
conditions than AAA rating. 

 
A the rating indicates a company or a debt instrument with a low credit risk.  The company has strong capacity to pay interest and repay 

principal on time, but is more susceptible to adverse changes in business, economic or other external conditions than debt in higher-
rated categories. 

 
BBB the rating indicates a company or a debt instrument with moderate credit risk.  The company has adequate capacity to pay interest and 

repay principal on time, but is more vulnerable to adverse changes in business, economic or other external conditions and is more 
likely to have a weakened capacity to pay interest and repay principal than debt in higher-rated categories. 

 
BB the rating indicates a company or a debt instrument with a high credit risk.  The company has less than moderate capacity to pay 

interest and repay principal on time, and can be significantly affected by adverse changes in business, economic or other external 
conditions, leading to inadequate capacity to pay interest and repay principal. 

 
B the rating indicates a company or a debt instrument with a very high credit risk. The company has low capacity to pay interest and 

repay principal on time. Adverse changes in business, economic or other external conditions could lead to inability or unwillingness to 
pay interest and repay principal. 

 
C the rating indicates a company or a debt instrument with the highest risk of default.  The company has a significant inability to pay 

interest and repay principal on time, and is dependent upon favourable business, economic or other external conditions to meet its 
obligations. 

 
D the rating for a company or a debt instrument for which payment is in default. 
 
          The ratings from AA to C may be modified by the addition of a plus (+) or minus (-) sign to show relative standing within a rating category.   
 
          The ratings assigned by TRIS Rating are local currency ratings; they reflect the Thai issuers’ ability to service their debt obligations, excluding 
the risk of convertibility of the Thai baht payments into foreign currencies.   
 
          TRIS Rating also assigns a “Rating Outlook” that reflects the potential direction of a credit rating over the medium to longer term. In formulating 
the outlook, TRIS Rating will consider the prospects for the rated company’s industry, as well as business conditions that might have an impact on its 
fundamental creditworthiness. The rating outlook will be announced in conjunction with the credit rating.  In all cases, the outlook assigned to a 
company will apply to all debt obligations issued by the company.  
 
               The categories for “Rating Outlooks” are as follows:  
Positive the rating may be raised 
Stable  the rating is not likely to change 
Negative  the rating may be lowered 
Developing  the rating may be raised, lowered or remain unchanged

For subscription information, contact 
TRIS Rating Co., Ltd., Office of the President, Tel: 0-2231-3011 ext 500 

Silom Complex Building, 24th Floor, 191 Silom Road, Bangkok 10550, Thailand, http://www.trisrating.com 
© Copyright 2005, TRIS Rating Co., Ltd.  All rights reserved.  Any unauthorized use, disclosure, copying, republication, further transmission, dissemination, redistribution or 
storing for subsequent use for any purpose, in whole or in part, in any form or manner or by any means whatsoever, by any person, of the credit rating reports or information is 
prohibited.  The credit rating is not a  statement of fact or a recommendation to buy, sell or hold any debt instruments.  It is an expression of opinion regarding credit risks for 
that instrument or particular company. The opinion expressed in the credit rating does not represent investment or other advice and should therefore not be construed as 
such. Any rating and information contained in any report written or published by TRIS Rating has been prepared without taking into account any recipient’s particular financial 
needs, circumstances, knowledge and objectives.  Therefore, a recipient should assess the appropriateness of such information before making an investment decision based 
on this information. Information used for the rating has been obtained by TRIS Rating from the company and other sources believed to be reliable. Therefore, TRIS Rating 
does not guarantee the accuracy, adequacy, or completeness of any such information and will accept no liability for any loss or damage arising from any inaccuracy, 
inadequacy or incompleteness. Also, TRIS Rating is not responsible for any errors or omissions, the result obtained from, or any actions taken in reliance upon such 
information.   


