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Key Rating Drivers 

Leading Market Position: The ratings of Asian Property Development Public Company 

Limited (APD) are supported by its firm presence in the condominium and townhouse markets 

in the Bangkok Metropolitan Area (BMA). Strong brands and the strategic location of the 

projects enable APD to maintain a reasonable gross profit margin.  

Diverse Project Portfolio: APD‟s project portfolio broadened out in 2011, more so than in the 

previous three years. The substantial addition of lower-income townhouse and luxury single-

detached-house (SDH) projects is likely to help strengthen presales in 2011-2012. Higher 

numbers of low-rise projects should also help smooth APD‟s earnings in 2011-2013, due to 

their relatively short cash-conversion cycle compared with high-rise projects. 

Moderate Presales: Although presales were strong in H111, with year-on-year (yoy) growth of 

44%, H211 is likely to be dampened by worries over the floods threatening the BMA in Q411. 

This could result in an overall decline in presales from the high base in 2010. However, Fitch 

Ratings believes that momentum will gradually recover in H112, with 2012 presales likely to be 

supported by the diverse project portfolio and series of new project launches. 

Rising Financial Leverage: Fitch expects APD‟s financial leverage (measured by net 

debt/inventory) to increase in 2011-2012 from the high ongoing land acquisitions – to support 

expansion in low-rise projects and the construction of several condominiums. The success of 

the low-rise projects, flexibility of land acquisition and dividend policy are critical for the 

company to keep its financial leverage consistent with its current ratings.   

Volatile Cash Flow: APD‟s credit profile is constrained by the cyclical nature of residential 

property development, which usually results in volatile cash flow from operations. Key 

operating risks include rising interest rates, high inflation, the escalating price and scarcity of 

land in prime locations, increasing supply of condominiums, and intense competition. 

What Could Trigger a Rating Action 

Deteriorating Credit Metrics: Negative rating pressure could result from weaker-than-

expected presales, or aggressive project expansion and land acquisition which lead to a 

deterioration in interest coverage or a sharp increase in financial leverage – with net 

debt/inventory sustained at higher than 50%.  

No Immediate Positive Action: Positive rating action is unlikely in the next 12-18 months, due 

to the expected rise in financial leverage and challenging operating environment. 

Liquidity and Debt Structure 

Sufficient Liquidity: At end H111, APD had cash of THB860m and a presales backlog which 

is expected to contribute a cash inflow in H211 of about THB9.5bn. The company‟s ability to 

access funds from the local debt capital market also supports its liquidity. APD has issued new 

debentures to refinance its maturing debentures in July and August 2011. Capital market debt, 

which consists of fixed-rate Thai baht debentures and bills of exchange, accounted for about 

85% of total debt at end-H111.  

Ratings 

National 

Long-Term Rating BBB+(tha) 
Short-Term Rating F2(tha) 
 

Outlook 

National Long-Term Rating Stable 
 

Financial Data 

Asian Property Development Public 
Company Limited 

 9M11
a
 

31 Dec 
10 

Revenue (THBm) 15,009 13,840 
Operating EBITDAR 
(THBm) 

3,267 3,359 

Op. EBITDAR/revenues (%) 21.8 24.3 
Op. EBITDAR/ net 
fixed charges (x) 

5.3 7.2 

Net adjusted debt/ 
op. EBITDAR (x) 

3.8 3.1 

FFO/interest expense net 
of interest income (x) 

4.1 4.9 

Adjusted net leverage/ 
FFO (x) 

5.0 4.5 

Total debt (THBm) 12,966 10,667 
Total assets (THBm) 27,673 24,114 
 
a 9M11 financial data are last-12-month numbers 
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Key Rating Issues 

Maintaining Moderate Presales, Despite Slowdown 

Fitch expects presales to soften in Q411 due to the major floods, as some of the new projects 

planned initially for Q411 are likely to be postponed to 2012. Moreover, the end-2011 take-up 

rates of the new condominium projects launched in Q311, Life Ratchadapisek and The Address 

Sukhumvit 61, are likely to be low due to the weak property market sentiment in Q411. This 

should result in moderate presales for 2011 as a whole. However, Fitch believes that presales 

should gradually rebound in 2012, helped by the diversified project portfolio and new project 

launches. 

Another supporting factor will be the government‟s “First-home” campaign announced in Q311, 

which is expected to boost demand for APD‟s lower-income townhouse and, to some extent, 

the middle-income townhouses. The company had about THB2.1bn worth in combined 

saleable project value of lower-income townhouses at the beginning of H211. APD will also 

launch at least two more lower-income townhouse projects in 2012, worth THB2.3bn. These 

projects are likely to be the main beneficiaries of the First-home campaign. 

   Figure 1 
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Lower Condominium Take-Up Rate 

The average take-up rate of APD‟s condominium projects (which will be complete and ready for 

ownership transfer in 2011-H112) remains high, at about 97%. However, the take-up rate of the 

condominiums launched during Q410-Q211 – which will be completed in H212-2013 – was 

about 56%. The lower take-up rate was attributable mainly to fewer speculative buyers and 

increasing supply. Fitch believes that the average take-up rate of these condominiums will 

increase gradually during the construction period – due to moderate demand, strong brands 

and prime locations. However, a much slower-than-expected take-up rate can indicate 

deteriorating future cash flow generation and financial position. 

 

 
Related Criteria 

Corporate Rating Methodology (August 2011) 

National Rating Criteria (January 2011) 
 

http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=647229
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=595885
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Increasing Financial Leverage 

APD‟s financial leverage has increased since end-2009, with net debt/inventory rising to 47% at 

end-2010 from 38%. This was due mainly to the swift launch of new condominiums and land 

acquisition to replenish the depleting land bank. Fitch expects net debt/inventory to increase in 

2011-2012. However, a continued aggressive land acquisition should be partly offset by cash 

inflow from the ownership transfer of completed condominium projects. Strong low-rise sales 

could also alleviate the rising financial leverage, due to a shorter cash-conversion cycle than 

with condominiums.  

   Figure 2 

 

 

Condominium Ownership Transfer on Schedule 

Fitch believes the ownership transfer of APD‟s condominium projects in 2011-2012 is likely to 

be on schedule, based on the actual progress of current constructions together with moderate 

demand. Fitch also expects a low cancellation rate (a ratio of presale contracts cancelled by 

buyers who will have already made a downpayment) of APD‟s condominiums completed in 

H211. The risk of a high cancellation rate is likely to remain relatively low in H211-H112 as 

condominium prices continue to rise (on a yoy basis), although at a slower pace than in the last 

two to three years.  

   Figure 3 

 
 
 

Leverage to increase but remain 

consistent with current ratings. 
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Rating Issues Register  
Issue Fitch view Likelihood, timescale, rating impact More information 

Leading market position.  APD is one of the leaders in 
condominium and townhouse project development in 
Thailand. 

Fitch believes APD‟s strong brands and market position should continue to 
support presales and help maintain its reasonable operating profit margin. 

Likelihood: Likely to continue 

Timescale: Medium term 

Rating impact: Supporting rating 

 

Diverse project portfolio. The company is expanding into 
new market segments – lower-income townhouses and 
luxury SDH.  

Diversified project portfolio will provide some resilience to demand 
contraction, in particular property type or income segment. 

Likelihood: Likely  
Timescale: Medium term 
Rating impact: Positive 

 

Maintaining moderate presales. APD has been able to 
maintain a reasonable level of presales in the past three 
years. 

Fitch expects APD‟s presales to be moderate in 2011. Although presales in 
H211 are likely to drop, these should recover in 2012. 

Likelihood: Likely 
Timescale: 12-18 months 
Rating impact: Neutral  

See more details in Key Rating Issues 

Lower condominium take-up rate. Take-up rates of APD‟s 
condominiums launched after Q310 was lower than those 
launched in 2008-Q310. 

Fitch believes that the average take-up rate of these condominiums will 
gradually increase during the construction period. However, a much slower-
than-expected take-up rate can indicate a deteriorating future cash flow 
generation and financial position. 

Likelihood: Likely  
Timescale: Medium term 
Rating impact: Negative 

See more details in Key Rating Issues 

Increasing leverage.  APD‟s financial leverage increased in 
2010 and H111.  

Fitch expects APD‟s leverage to increase in 2011-2012 but to remain 
consistent with its current rating, helped by solid low-rise presales and 
expected inflow from the ownership transfer of five condominiums in 2011.  

Likelihood: Likely 
Timescale: 12-18 months 
Rating impact: Negative  

See more details in Key Rating Issues  

Transfer of the completed condominiums on target. 
Ownership transfer of APD‟s completed condominium 
projects remained on target in 2010-H111, supported by 
increasing condominium prices and government‟s stimulus 
programme. 

The ownership transfer of APD‟s condominiums is likely to remain on target, 
with construction on schedule and with a moderate increase in condominium 
prices. However, any sharp increase in cancellation rates could harm APD‟s 
financial profile.  

Likelihood: Likely to maintain 
Timescale: 12-18 months 
Rating impact: Neutral 

See more details in Key Rating Issues 

Challenging operating environment. Thailand has been 
increasingly challenged by rising interest rates, higher 
operating costs, inflation, increasing scarcity and prices of 
land in prime locations, rising supply of condominiums, and 
potential increases in operating costs from the floods in 
Q411.  

Fitch has already factored this into the ratings of APD. However, the much-
weaker-than-expected operating environment could put negative pressure on 
APD‟s ratings. 

Likelihood: Likely 
Timescale: 12-18 months 
Rating impact: Neutral to negative 

 

Source: Fitch 
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Figure 4 
Sector Performance and Expectations 
 FY09 FY10 Expectation 

Low-rise property development 
Revenue (THBm) 5,884 

 
6,435 Presales of APD‟s low-rise property are likely to post 

double-digit growth by end-2011, helped by a solid low-
rise project portfolio with extended segment coverage to 
include lower-income townhouses. Moreover, the 
government‟s First-home campaign will support sales of 
the lower- to middle-income townhouse projects.  

Gross margin (%) 28 32 
Revenue contribution (%) 47 47 

High-rise property development 
Revenue (THBm) 6,636 7,257 Fitch expects condominiums to remain the largest 

revenue contributor in 2011. APD should also be able to 
maintain a solid gross margin of condominium 
development throughout 2011.   

Gross margin (%) 37 41 
Revenue contribution (%) 53 53 

Source: Company/Fitch 

 

Fitch‟s internally generated expectations for key leverage and coverage metrics are shown on 

the next page.   

Negative FCF to Continue 

APD‟s free cash flow was a negative THB2.6bn in 2010 versus a positive THB64m in 2009. 

The 2010 figure was due to the rapid expansion in the condominium segment and aggressive 

land acquisition of THB5.4bn (2009: THB4.5bn). Fitch expects FCF to improve but to remain 

negative by end-2011, as a result of ongoing aggressive land acquisition. A lower stock 

dividend should partly ease the pressure on cash flow; APD reduced its cash dividend to 

THB421m in 2011 from THB750m in 2010.  

Lower Profitability, Driven by Higher Business Tax 

While APD is likely to maintain a solid gross profit margin, its EBITDAR margin should narrow 

in 2011 – in line with its peers in the property development sector. Thai property developers 

have had to pay a higher business tax and transfer fee since Q210 when the government‟s 

incentive policy expired. The company‟s EBITDAR margin dropped to 18% in H111 from 24% 

in 2010, and Fitch expects an end-2011 figure closer to 20% – as a result of a larger expected 

revenue base in H211 and a bigger portion of revenue from condominiums.  

   Figure 5 
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Declining Coverage Ratios 

Fitch expects APD‟s interest coverage ratios to decline slightly in the full-year 2011 due to 

higher debt and expected increase in average borrowing costs. Although FFO/interest 

coverage fell to 2.8x in H111 from 4.8x in 2010, Fitch believes this will stay within the 3.5x-4.5x 

range, based on the assumed on-schedule condominium ownership transfer and healthy low-

rise sales in H211. 
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Debt Maturities at End-2010
a
 

Debt maturities (THBm) 

2011 3,860 
2012 2,640 
2013 2,667 
2014 1,000 
After 2014 500 
Cash and equivalents 355 

Source: Company, Fitch‟s estimate 
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Asian Property Development Public Company Limited ————   Source: Company data; Fitch. 

Distribution of Sector Outlooks
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Fitch‟s expectations are based on the 
agency‟s internally produced, 
conservative rating case forecasts. 
They do not represent the forecasts of 
rated issuers individually or in 
aggregate. Key Fitch forecast 
assumptions include: 

 presales of low-rise property to grow 
at a double-digit rate in 2011; 

 on-schedule condominium 
construction and ownership transfer 
in the medium-term; 

 maintaining strong gross profit 
margin but declining EBITDAR 
margin; and 

 land acquisition to remain in the 
range of THB4.5bn-5.5bn in 2011-
2012. 

Definitions 

 Leverage: Gross debt plus lease 
adjustment minus equity credit for 
hybrid instruments plus preferred 
stock divided by FFO plus gross 
interest paid plus preferred dividends 
plus rental expense. 

 Interest cover: FFO plus gross 
interest paid plus preferred dividends 
divided by gross interest paid plus 
preferred dividends. 

 FCF/revenue: FCF after dividends 
divided by revenue.  

 FFO profitability: FFO divided by 
revenue. 

 For further discussion of the 
interpretation of the tables and 
graphs in this report, see Fitch‟s 
“Interpreting the New EMEA and 
Asia-Pacific Credit Update Format”, 
dated 25 November 2009 and 
available at www.fitchratings.com. 

http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=482108
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=482108
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Immediate Peer Group – Comparative Analysis 

Sector Characteristics 
Operating Risks 

As with most jurisdictions, Thailand‟s residential property sector is cyclical. Moreover, a degree 

of geographical diversification is low, as property development activities are concentrated in 

Bangkok and its nearby cities. Lack of timely industry information also makes it difficult for the 

developers to gauge future demand and supply.  

Financial Risks 

The cash flow generation of most developers is highly volatile. Rising working-capital 

requirements, due to aggressive business expansion and land acquisition, is a key concern as 

it usually leads to negative cash flow from operations as well as high financial leverage during a 

period of expansion. 

Peer Group Analysis 
2010 MBK LH APD SF 

(THBm) 
A−(tha)/ 

Stable 
BBB+(tha)/ 

Stable 
BBB+(tha)/ 

Stable 
BBB(tha)/ 

Stable 

Revenue 5,775 16,896 13,840 1,296 
EBITDAR 1,395 3,909 3,359 523 
EBITDAR margin (%) 24.1 23.1 24.3 45.7 
Adjusted net debt/operating EBITDAR (x) 3.6 5.3 3.1 6.2 
FFO fixed charge cover (x) 2.6 3.8 4.8 3.1 
Rental revenue/total revenue (%) 58 2 none 100 

Source: Fitch, companies 

 

Key Credit Characteristics 

Key factors differentiating between the ratings include the proportion of recurring income, 

quality of property or project portfolio, market position, scale of operation, land acquisition 

strategy, geographical and product diversification, corporate governance, and financial profile.  

Overview of Companies 

MBK Public Company Limited (MBK, „A−(tha)‟/Stable) – a leading retail property developer in 

Thailand. While MBK‟s earnings rely heavily on rental income from MBK Center, MBK‟s new 

shopping centres in Bangkok‟s midtown should help increase revenue diversification in the 

medium term. MBK also engages in hotel, golf courses, rice-packaging and residential property 

development businesses. Although MBK has a similar financial profile as APD, and despite 

being smaller in size, MBK is rated higher than APD due to its high recurring income.  

Land and House Public Company Limited (LH, „BBB+(tha)‟/Stable) – the second-largest 

residential property developer in Thailand, with a long-established position in the mid- to high-

income SDH segment. LH is also involved in the development of serviced apartments and retail 

properties. LH is similar to APD in terms of its size and credit profile with the exception of 

leverage.  However, LH has significant holding of liquid asset which help enhance its liquidity. 

Siam Future Development Public Company Limited (SF, „BBB(tha)‟/ Stable) – a dominant 

player in the community mall development business in Thailand. SF benefits from its high-

quality mall portfolio, with a healthy average occupancy rate. Although SF‟s revenue derives 

entirely from property rental and has higher EBITDAR margins (all credit strengths), it is smaller 

and has a more aggressive credit profile than APD. 

Peer Group 
Issuer National Long-
Term Rating Country 

A−(tha)  
MBK Public Company 
Limited 

Thailand 

  
BBB+(tha)  
Land and Houses Public 
Company Limited 

Thailand 

  
BBB(tha)  
Siam Future 
Development Public 
Company Limited 

Thailand 

  

Issuer Rating History 

Date 

National 
Long-Term 
Rating 

Outlook/ 
Watch 

4 Nov 10 BBB+(tha) Stable 
3 Nov 09 BBB(tha) Stable 
15 Sep 08 BBB(tha) Stable 
14 Sep 07 BBB(tha) Stable 
10 Aug 06 BBB(tha) Stable 
3 Aug 05 BBB(tha) Stable 
25 Nov 04 BBB(tha) Positive 
30 Apr 04 BBB(tha) Positive 
9 Jun 03 BBB(tha) Stable 
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Group Structure Diagram 

 
   Figure 6 

Structure Diagram

Source: Company

APD

Property Development 
Business

Property Management Property Agent

Asian Property Co.,Ltd. 
(100%) Smart Service and 

Management Co.,Ltd. 
(100%)

Bangkok City Smart (75%)

Asian Property Bangkok 
Co.,Ltd. 

Thonglor Residence Co.,Ltd. 
(100%)

Signature Advisory Partners 
Co.,Ltd. 

The Value Property 
Development Co.,Ltd. 

(100%)

SQE Construction Co.,Ltd. 
(100%)

Asian Property Sukhumvit 
Co.,Ltd. (100%)

AP (Sathorn) (100%)

AP (Radchada) (100%)

 
 

This diagram is a stylised summary of Fitch's understanding of the key features of the issuer 

group's legal structure at the date of publication. It is based on publicly available information. It 

cannot include all relevant details, or all subsidiaries, and may change over time. 
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Asian Property Development Public Company Limited

FINANCIAL SUMMARY
31 Dec 2010 31 Dec 2009 31 Dec 2008 31 Dec 2007 31 Dec 2006

THBm THBm THBm THBm THBm

Original Original Original Original Original

Profitability

Revenue 13,840 12,424 9,832 7,825 6,344

Revenue Growth (%) 9.60 26.36 25.65 23.34 20.67

Operating EBIT 3,181 2,843 2,457 1,412 1,068

Operating EBITDAR 3,359 2,869 2,474 1,468 1,091

Operating EBITDAR Margin (%) 24.27 23.09 25.16 18.76 17.19

FFO Return on Adjusted Capital (%) 11.38 12.64 13.13 9.65 8.26

Free Cash Flow Margin (%) (18.76) 0.52 (15.56) (21.04) 0.98

Coverages (x)

FFO Gross Interest Coverage 4.79 6.11 5.37 8.35 7.34

Operating EBITDA/Gross Interest Expense 7.01 8.59 6.84 11.53 10.68

FFO Fixed Charge Coverage (inc. Rents) 4.79 6.11 5.37 8.35 7.34

FCF Debt-Service Coverage (0.49) 0.22 (0.82) (0.92) 0.09

Cash Flow from Operations/Capital Expenditures (21.30) 17.48 (14.39) (58.35) 29.30

Debt Leverage of Cash Flow (x)

Total Debt with Equity Credit/Operating EBITDA 3.18 2.77 3.23 3.75 3.70

Total Debt Less Unrestricted Cash/Operating EBITDA 3.07 2.17 2.52 3.26 3.00

Debt Leverage Including Rentals (x)

Rental Expense 0 0 0 0 0

Gross Lease Adjusted Debt/Operating EBITDAR 3.18 2.77 3.23 3.75 3.70

Gross Lease Adjusted Debt/FFO+Int+Rentals 4.64 3.90 4.12 5.18 5.38

FCF/Lease Adjusted Debt (%) (24.34) 0.81 (19.16) (29.89) 1.54

Debt Leverage Including Leases and Pension Adjustment (x)

Pension and Lease Adjusted Debt /EBITDAR + Pension Cost 3.18 2.77 3.23 3.75 3.70

Liquidity

(Free Cash Flow+Available Cash+Committed Facils)/(ST Debt + Interest) (%) (51.65) 95.86 16.06 (56.13) 44.29

Balance Sheet Summary

Cash and Equivalents (Unrestricted) 355 1,708 1,758 722 759

Restricted Cash and Equivalents 0 0 0 0 0

Short-Term Debt 3,860 1,515 1,061 1,520 1,751

Long-Term Senior Debt 6,807 6,427 6,925 3,988 2,280

Subordinated Debt 0 0 0 0 0

Equity Credit 0 0 0 0 0

Total Debt with Equity Credit 10,667 7,942 7,986 5,509 4,031

Off-Balance-Sheet Debt 0 0 0 0 0

Lease-Adjusted Debt 10,667 7,942 7,986 5,509 4,031

Fitch- identified Pension Deficit 0 0 0 0 0

Pension Adjusted Debt 10,667 7,942 7,986 5,509 4,031

Cash Flow Summary

Operating EBITDA 3,359 2,869 2,474 1,468 1,091

Gross Cash Interest Expense (479) (334) (362) (127) (102)

Cash Tax (1,085) (825) (589) (370) (314)

Associate Dividends 2 2 0 0 0

Other Items before FFO (incl. interest receivable) 21 (8) 54 (35) (27)

Funds from Operations 1,818 1,704 1,578 936 648

Change in Working Capital (3,833) (1,105) (2,681) (2,181) (100)

Cash Flow from Operations (2,015) 599 (1,103) (1,245) 547

Total Non-Operating/Non-Recurring Cash Flow 264 83 0 148 (148)

Capital Expenditures (95) (34) (77) (21) (19)

Dividends Paid (750) (584) (350) (529) (318)

Free Cash Flow (2,596) 64 (1,530) (1,646) 62

Net (Acquisitions)/Divestitures (787) 0 0 0 1,414

Net Equity Proceeds/(Buyback) 26 0 30 112 76

Other Cash Flow Items (720) (71) 60 20 (37)

Total Change in Net Debt (4,078) (6) (1,440) (1,515) 1,515

Working Capital

Accounts Receivable Days 0.22 0.11 0.17 0.12 0.01

Inventory Days 878.60 732.22 859.56 798.96 731.40

Accounts Payable Days 43.83 20.64 23.24 18.16 20.88  
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