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Stock Market Review

T
he interim reporting
season kicked off last
Monday with Plaza
Centres plc publish-
ing its financial state-
ments for the six

months ended June 30, 2013. This
was followed within a couple of
hours by Medserv plc. Both
announcements came just two
weeks after the end of the report-
ing period, and such timely 
communications should be 
commended and replicated by
other companies for the benefit of
all investors. 

Plaza’s financial results reveal a
7.5 per cent decline in revenue to
just over €1 million due to the
lower occupancy of office space.
Rental income derived by the
company from the various offices
contributes 30 per cent of overall
revenue with 70 per cent emanat-
ing from the retail outlets. The area
vacated following the relocation of
a major office tenant last year
resulted in a decline in the overall
occupancy rate to 83 per cent 
during the first half of 2013, com-
pared to 93 per cent in the first six
months of 2012. 

Plaza CEO Lionel Lapira con-
firmed that all retail outlets
remained fully occupied during
H1 2013, with the exception 
of a very small unit which is 
currently being transferred to an 
existing tenant.

Operating costs (comprising
marketing, maintenance and
administrative costs) dropped by
5.4 per cent to €1.7 million, lead-
ing to a 7.9 per cent decline in
earnings before interest, tax,
depreciation and amortisation
(EBITDA) to €0.87 million, but the
EBITDA margin only eased to 84
per cent from 84.3 per cent during
the previous comparable six
months. After accounting for
depreciation and finance costs,
pre-tax profits amounted to €0.61
million, representing a decline 
of 11.6 per cent over the 
previous period. 

Since the company went public
in the year 2000, this is the first
time that Plaza suffered such a

drop in earnings. In view of the
vacant office area created by the
relocation of a major tenant to
their own newly-constructed head
office, the company’s focus during
the past months was on filling the
vacant space to maintain the very
high occupancy registered by the
Plaza over the years. 

The previous tenant vacated
circa 3,000 sqm between June and
August 2012 and the company
immediately embarked on some
marketing initiatives to replace
this tenant as quickly as possible.
The area spread over two floors
was intended to be split into vari-
ous offices to attract a number of
different tenants.

Following the initial feedback
obtained from prospective new
tenants, the decision was taken to
carry out a complete refurbish-
ment of the office space to entice
tenants to take up the lease. A
number of the units (totalling circa
1,800 sqm) across the two floors
have since been successfully
leased out throughout the first half
of 2013, but these have not yet all
been contributing to the com-
pany’s financial performance.
Refurbishment works on the office
floors were completed last month
and the company is now confident
that the remaining refurbished
offices (currently structured into
fiveunits totalling 1,200 sqm) will
attract other tenants wishing to be
located in the centre of Sliema. 

Plaza’s CEO confirmed that
despite the increase in the supply
of office space not only in Sliema
but also in surrounding locations
in Gżira and Ta’ Xbiex, demand is
still strong mainly from inter-
national operators. In view of this
demand, especially for offices on
the penthouse level, a decision
was taken to relocate the Plaza
management office to a lower floor
in order to improve overall rental
income for the company.

Notwithstanding the challenge
in seeking new tenants for the
3,000 sqm of office space available,
Mr Lapira indicated that the 
company had also successfully
attracted an international financial
services organisation which has
leased an area of just over 500 sqm,
replacing the Peak restaurant on
the penthouse level.

While the short-term setback in
the financial performance during
the first half of 2013 may be of 
concern for some of the company’s
shareholders, the positive news is
that given the strong demand for
office space in the Sliema area,
Plaza managed to obtain higher
rates from the new tenants in view
of the fact that the older tenant had
beneficial terms, given the large
area leased for a considerable
number of years. This will posi-
tively boost the financial perform-
ance once all units are successfully
leased out. The Plaza CEO con-
firmed that despite the decline in
earnings in the first six months,
overall revenue for 2013 should
exceed that of 2012 as some of the
new leases start kicking in.

Meanwhile, the CEO also
explained that this projection takes
into account the expected
decrease in the contribution from
the McDonalds outlet as a result of
the lower level of sales following
the opening of the new flagship
store in Sliema. Mr Lapira indi-
cated that the McDonalds contract
runs until September 2015 and in
the event that this will not be
extended, the company has other
plans for the area.

Plaza is also consistently ensur-
ing ways of optimising its opera-
tional performance. The CEO
recently confirmed that the 
company renegotiated its banking
facilities on more beneficial terms,
leading to further cost savings over
a considerable number of years.
Plaza’s total borrowings amounted
to €4 million as at the end of June
2013, and the lower finance costs
will also contribute to improved
profitability in future years.  

Plaza’s CEO also explained that
Sliema continued to experience an
increase in popularity with shop-

pers. Mr Lapira confirmed that
Plaza’s footfall increased during
the first half of the year despite the
economic conditions and the
competition not only from other
destinations in the immediate
vicinity but also from the consist-
ent rise in internet shopping which
the CEO regards as a genuine 
concern for local retailers. Mr
Lapira attributes Sliema’s success
to the lifestyle provided, which is
not available in other locations,
although he insisted that the park-
ing problems need to be resolved
for the area to continue growing 
in popularity. 

Over the years, the Plaza grew
organically by purchasing addi-
tional property adjacent to the
complex and increasing the
rentable area by circa 4,000 sqm.
The latest extension was com-

pleted in March 2011, but the CEO
acknowledged that it would be
hard for the company to expand
the size of the complex as was suc-
cessfully done in the past in view
of the limitations of property avail-
able in the immediate vicinity. As
such, the company is seeking to
expand through ownership and/or
management of similar retail or
office locations. 

Mr Lapira explained that a num-
ber of opportunities are currently
being seriously considered,
although the directors insist on
ensuring an adequate return on
new projects to maintain the 
consistent attractive dividends to
shareholders that have been regu-
larly distributed on an annual
basis since the company’s shares
were listed on the Malta Stock
Exchange in 2000. 

Edward Rizzo

Edward Rizzo is a director at
Rizzo, Farrugia & Co.
(Stockbrokers) Ltd.

Rizzo, Farrugia & Co. (Stockbrokers) Ltd
(RFC) is a member of the Malta Stock
Exchange and licensed by the Malta
Financial Services Authority. This report
has been prepared in accordance with
legal requirements. It has not been dis-
closed to the issuer/s herein mentioned
before its publication. It is based on pub-
lic information only and is published
solely for informational purposes and is

not to be construed as a solicitation or an
offer to buy or sell any securities or related
financial instruments. The author and
other relevant persons may not trade in
the securities to which this report relates
(other than executing unsolicited client
orders) until such time as the recipients
of this report have had a reasonable
opportunity to act thereon. RFC, its direc-
tors, the author of this report, other

employees or RFC on behalf of its clients
have holdings in the securities herein
mentioned and may at any time make
purchases and/or sales in them as 
principal or agent. Stock markets are
volatile and subject to fluctuations which
cannot be reasonably foreseen. Past 
performance is not necessarily indicative
of future results. Neither RFC nor any of
its directors or employees accept any lia-

bility for any loss or damage arising 
from the use of all or any part 
thereof, and no representation or 
warranty is provided in respect of the 
reliability of the information contained in
this report. 

© 2013 Rizzo, Farrugia & Co.
(Stockbrokers) Ltd. All rights reserved
www.rizzofarrugia.com

Despite the
decline in
earnings in the
first six months,
overall revenue
for 2013 should
exceed that of
2012 as some of
the new leases
start kicking in

Plaza profits decline on
lower office occupancy


