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REITS 
Overweight (Maintained) 

  
Stocks Covered: 12 

Still a Better Place Amidst Uncertainties Ratings (Buy/Neutral/Sell): 6 / 6 / 0 

Last 12m Earnings Revision Trend: Neutral 
   
Maintain OVERWEIGHT. We believe selective SREITs still offer value for 
investors despite lingering concerns over rising interest rates. While we do 
not expect a broad-based sector outperformance, we believe SREITs with 
stock-specific catalysts continue to find favour. Key reasons supporting 
SREITs: a favourable demand-supply outlook, inorganic growth potential 
from recent acquisitions, and well-equipped balance sheets to mitigate 
rising borrowing costs. While valuations are closer to mean, we do not 
think they are stretched. Among the sub-sectors, our preference is for 
industrial and hospitality REITs (Ascendas, CDL Hospitality Trust) – we 
believe they are well-poised to tap into demand growth.  

 
 

Top Picks Target Price 

Ascendas REIT (AREIT SP) – BUY SGD2.90 

CDL Hospitality Trust (CDREIT SP) – BUY SGD1.80 

Starhill Global REIT (SGREIT SP) – BUY SGD0.80 

Manulife US REIT (MUST SP) – BUY 
 
S-REITs sector yield spreads 
 

SGD0.92 
 
 
 
 
 
 

 

 

Source: Bloomberg, RHB 

 
Sector rent at a glance 

 
Source: CBRE, Singapore Tourism Board (STB), RHB 
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 Growth outlook balances rate hike threats. SREITs (average) are trading at a 

380bps yield spread to the Monetary Authority of Singapore’s 10-year bond yield. 
By comparison, the 10-year average mean spread (excluding the Global 
Financial Crisis period) stands at 400bps. In terms of P/BV, the sector is now 
trading at par to the 10-year average mean – 0.98x (Figures 3 & 4). While 
valuations are closer to mean, we do not think they are stretched, considering 
that SREITs tend to trade at a premium when the growth outlook is positive 
(2013-2015). Additionally, we note that SREITs still offer the highest yields 
among REITs globally (Figure 1) and believe defensive plays like REITs will still 
find favour with investors due to the volatile macroeconomic environment. While 
the threat of faster rate hikes remains, we believe SREITs are in a relatively 
better position on: 

i. A demand outlook that remains positive on economic growth; 

ii. The oversupply threat, which weighed across SREITs over last few years, is 
slowly fading away; 

iii. Better-equipped balance sheet positions with hedges in place; 

iv. Inorganic growth potential – REITs have been active in acquisitions over 
last two years, taking advantage of low interest rates and liquidity. 

REITs: A potential beneficiary of recent cooling measures? The latest en-

bloc cycle has resulted in liquidity injections of ~SGD19bn (en-bloc sales in 
2017-2018), a lot of which have yet to be disbursed. Post recent cooling 
measures – based on our anecdotal observations – most en-bloc sellers are 
either taking a longer time (the wait-and-watch approach) or considering 
downsizing before buying another property. We believe there is a good chance 
the excess liquidity from en-bloc sales can flow into relatively defensive REIT 
stocks, owing to their attractive yields and liquidity. 

Our analysis of SREITs balance sheets shows they are well-prepared for 
the current rate hike cycle compared to the past. On average, close to 80% of 

REIT debts are hedged, with only <20% of total debt due for renewal up until 
2020. Consequently, the rising interest rates should not have a significant impact 
to interest cost expenses. Overall, sector gearing also remains modest at 36%, 
well below the 45% maximum threshold. Additionally, many REITs have also 
diversified their funding options to include instruments like perpetual securities, 
retail bonds and medium-term notes, and preferential offerings.  

 
 

 

 

Source: Company data, RHB 

2Q18 SGD psf/mth % YoY % QoQ

Office (Grade A) 10.10 12.8 4.1

Office (Grade B) 7.25 5.8 2.1

Retail (Orchard) 31.45 0.5 0.0

Retail (Suburban) 29.10 1.0 0.5

Factory (Ground Floor) 1.57 (3.7) (0.6)

Warehouse (Ground Floor) 1.58 (2.5) 0.0

Business Park (Islandwide) 3.75 1.4 0.9

Hotel - YTD RevPAR (SGD) 189.8 3.5 -
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REITs Snapshot 

Figure 1: Major global REITs comparison  Figure 2:  Global REITs YTD performance  

  
Note: As at 14 Oct  
Source: RHB, Bloomberg 

Note: As at 14 Oct  
Source: RHB, Bloomberg 

 

Figure 3:  SREITs Index (yield spreads)    Figure 4:  SREITs Index (P/BV)    

  
Source: RHB, Bloomberg Source: RHB, Bloomberg 

 

Figure 5:  Aggregate debt profiles (SREITs) Figure 6:  Percentage of debt hedged 

  
Source: RHB, Bloomberg Source: RHB, Bloomberg 
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Sector Outlook  

Industrial: Rent stabilising, positive demand outlook amid tapering supply  

Singapore’s Manufacturing Purchasing Managers Index (PMI) has been on an expansion 
trend for the 25th straight month in September. The sustained growth momentum in PMI 
underpins the fact that the domestic manufacturing sector has been holding up fairly well 
despite the ongoing US-China trade war. Key drivers: growth in the electronics sector, 
factory output, and employment. 

Additionally, based on the Economic Development Board’s business sentiment survey in 
July, the majority of firms in the manufacturing sector (weighted 85%) expect the business 
outlook to remain favourable till end-2018. Among the sub-segments, the transport 
engineering sector is the most optimistic. This is followed by the electronics, bio-medical 
and precision engineering industries. 

The positive data points above augur well for growth in industrial demand. Based on JTC 
Corp data, about 1.6m sqm of industrial space is expected to come on-stream in 2018, 
with further supply tapering from 2019 onwards. By comparison, average supply stood at 
1.8m sqm over the last three years. 

Demand-supply dynamics remains the most favourable for the business park segment, 
followed by high-tech industrial spaces. While the logistics segment is still grappling from 
high-influx supply, we expect the segment to stabilise in 2H18 and see some pick-up by 
early 2019. Overall, we expect domestic industrial rent to increase by 1-5% for 2018 and 
2019, with the business parks and high-tech segments being the early cycle play – the 
logistics segment will be the late cycle play. 

For stock exposure, Ascendas REIT remains our Top Pick on its: 

i. Well-diversified industrial property exposure; 

ii. Efficient capital recycling strategy; 

iii. Inorganic growth potential from recent acquisitions.  

In the logistics space, we expect Cache Logistics Trust to benefit from the logistics sector 
turnaround in 2019. 

Figure 7:  Singapore’s PMI Figure 8:  Industrial space supply 

 

 
Source: Singapore Institute of Purchasing & Materials Management, Business 

Times 

Source: JTC 
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Hospitality: In a sweet spot  

According to the Singapore Tourism Board’s official data, the island republic’s hotels 
revenue per available room (RevPAR) bottomed out in 2017 and has rebounded 3.52% 
YTD (till August). This came as visitor arrivals YTD rose a robust 7.5%YoY.  

One of the key reasons behind hospitality REITs’ underperformance over the last two 
years has been the steady decline in hotel RevPAR post the 2012 peak. This decline was 
mainly driven by high hotel supply growth. For the last four years, hotel supply growth in 
Singapore has been at 4-5% pa, exceeding the 1-3% demand growth. This has resulted in 
pressure on hotels’ average daily rates. 

With the supply effects tapering from this year – CAGR supply of 1.3% pa between 2018 
and 2020 – and demand drivers remaining robust, we believe this sector is now at the 
start of a multi-year recovery. Aside from steady increases in leisure travellers, we also 
expect Singapore to benefit from its growing stature as a prominent global meetings, 
incentives, conferencing & exhibition (MICE) destination. 

Overall, we expect RevPAR to increase 3-7% in 2018-2019, with the following factors as 
key drivers: 

i. Visitor arrivals to increase 4-7% in 2018-2019; 

ii. Steady pipeline of new attractions and Changi Airport’s growing prominence as a 

regional aviation hub; 

iii. Better global economic conditions resulting in an increase in corporate travel; 

iv. A strong pipeline of MICE activities, especially with Singapore holding the ASEAN 

Chairmanship post in 2018.  

CDL Hospitality Trust is our Top Pick for hospitality REITs due to its strategic hotel 
positioning across the island, which will help in tap into leisure and corporate travel 
growth. OUE Hospitality Trust, which is a pure-play in the domestic hospitality sector, is 
also expected to benefit from robust tourism growth. 

Figure 9: Significant MICE events secured from 2018 onwards  

 
Source: CDL Hospitality Trusts 

 

Figure 10: Recent and upcoming developments in the hospitality sector  

 
Source: Far East Hospitality Trusts 
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Office: Favourable dynamics, but positive effects on REITs will likely flow 
through from 2020 

Based on CBRE data, the future supply of office space from 2H18 to 2021 is estimated at 
3.8m sqf, or an average of 1.12m sqf pa. This is 38% lower than the 10-year average 
supply of 1.8m sqf pa and significantly lower than the 3m sqf of supply that hit the market 
in 2017. 

On the demand front – in line with Singapore’s improving economy – office demand has 
remained healthy, albeit driven by a few key main tenant segments: co-working space 
operators, and technology and insurance companies. Overall, office vacancy rates were 
flattish at 5.9%, of which Grade-A office rent rose 4.1% QoQ in 2Q18 – this was based on 
CBRE’s estimates. The demand-supply outlook for the sector remains favourable in the 
near term. 

While we expect Grade-A office rent to increase 5-15% in 2018-2019, the rent reversions 
for landlords are likely to remain muted. This is because many of the leases up for renewal 
were signed during the office market peak of 2013-2014, during which average rent was 5-
15% higher than current market rates. 

As a result, we expect the positive impact – DPU growth – to be felt by 2020 only. We 
remain neutral on this sub-sector and recommend investors buy CapitaLand Commercial 
Trust on weakness. 

Figure 11:  Vacancy rates by micro-market Figure 12:  Office rental performance 

  

Source: CBRE Source: CBRE 
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Retail: Some positives, but outlook remains soft on higher supply  

Despite the slight uptick in retail sales in recent months – excluding motor vehicles – 
sentiment on the ground continues to remain weak. This is amid fast-changing consumer 
trends and the e-commerce threat.  

Based on CBRE data, c.2.5m sqf of retail supply (5% of inventory) is expected to come 
on-stream over the next three years. This translates into around 0.83m sqf pa of supply, 
higher than the 10-year average net demand of about 0.68m sqf. The higher supply, amid 
relatively weak retail demand, should continue to limit retail rent growth. We expect retail 
rent to stay flattish for 2018. 

Amidst the challenging environment, we expect only well-positioned defensive suburban 
malls to register decent performances. Overall, retail rent is expected to stay flattish for 
2H18, while vacancy rates are expected to see a slight increase, as more supply hits the 
market. 

We recommend Frasers Centrepoint Trust to investors looking for retail exposure. This is 
due to the upside from asset enhancements, as well as its stable suburban mall portfolio, 
solid balance sheet, and acquisition potential. 

Figure 13: Retail supply pipeline 

 
Source: CBRE 

 

Overseas REITs: Manulife US REIT is a good proxy to US labour growth  

Among the Singapore-listed overseas REITs, we like Manulife US REIT for its pure-play 
office exposure to the rebounding US economy and office market.  

The impact of a rate hike should also be mitigated, as this ought to result in continued 
potential strengthening of the USD. This, in turn, is likely to benefit Asian unit holders in 
local currency terms. Also, the rate hikes comes on a strong labour market and wage 
growth, which is likely to benefit US office demand.  
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Investment Thesis For SREITs 

Figure 14:  Investment thesis  

 
 
Note: Price close as at 14 Oct 
Source: RHB, Bloomberg 

 

 

 
 

 

REITs BBG ticker
Share 

price

Target 

price

Potential 

upside

FY-1 

dividend 

yield (%)

Rec Investment thesis

Ascendas REIT AREIT SP 2.49 2.90 0.16 6.4 BUY

• High exposure to business parks and hi-tech industrial space, which 

will provide buffer to its overall portfolio.                                                                                                       

• Geographical diversification from Australia and UK expansion.                                                                                                      

• Potential organic growth as portfolio is currently under-rented.

• Risk: Sharp drop in global manufacturing growth.

Cache Logistic Trust CACHE SP 0.71 0.84 0.18 8.3 BUY

• Expecting a turnaround in SG logistics sector in 2019

• New REIT manager offers vast experience and growth potential                                          

• Tail-end of Single user to multi-tenancy conversion cycle

CapitaLand Commercial 

Trust
CCT SP 1.72 1.80 0.05 5.1 NEUTRAL

• Outpacing market in-terms of new rents signed and improving Asia 

Square performance                                                                       • 

Recent divestments likely to create near-term earnings vaccum

• Tail-end of negative rent reversion cycle   

• Positive catalysts: Acquisitions at attractive price and Capitaspring 

redevelopment.

CapitaLand Mall Trust CT SP 2.08 2.14 0.03 5.2 NEUTRAL

• Relatively high supply in retail space and exit of popular fashion retail 

brands

• Active capital recylcing efforts from divestment of mature assets and 

accreitive acquisitions

• Positive catalysts: Revamp of mall concepts, redevelopment of Funan 

and strong sponsor.

CDL Hospitality Trust CDREIT SP 1.53 1.80 0.18 6.0 BUY

• Positive dynamics for Singapore Hospitality sector in 2018/19.

• Recent acquisitions to contribute positively.

• Most liquid proxy to recovery in visitor arrivals

• Risk: Lower-than-expected increase in tourist arrivals.

Frasers Centrepoint 

Trust
FCT SP 2.21 2.24 0.01 5.4 NEUTRAL

• A stable and defensive suburban retail player.

• Potential acquisition from its parent company: Waterway Point.

• Increasing competition from new retail malss limits the upside.

• Risk:  Rising e-commerce and online food delivery services such as 

Food Panda.

Frasers Commercial 

Trust
FCOT SP 1.41 1.50 0.06 6.8 NEUTRAL

• Near-term operating weakness from Alexandra Technopark (ATP) 

vacancies and asset repositioning

•  Asset enhamncements and China square central redevelopment 

should contribute positively from 1H19

• Risk: Further weakening of AUD against SGD.

Keppel REIT KREIT SP 1.12 1.07 (0.04) 5.0 NEUTRAL

• Expiry of rental supports to impact DPU.                                                                                    

• One of highest geared office REIT.

• Highly-exposed to financial sector tenant mix. Increasing competition 

from newer developments.

• Risk: Cap rate expansion.

Manulife US REIT MUST SP 0.78 0.92 0.18 7.2 BUY

• Play on rebounding US economy and office market.

• Organic DPU growth via inbuilt rent escalation.                                                                            

• Strong sponsor and ability to grow REIT via. quality acquisitions.

• Risk: Retaining tenants and changes in tax structure.

OUE Hospitality Trust OUEHT SP 0.70 0.80 0.14 7.1 BUY

• Key beneficiary of opening of new airport terminal.

• RevPAR expected to rebound with hotel supply declining.

• Risk: Lower-than-expected increase in tourist arrivals.

Starhill Global REIT SGREIT SP 0.67 0.80 0.19 6.9 BUY

• Office demand and rents picking up. Retail rents still stabilising.

• Tight retail supply within Orchard Shopping belt in the next two years 

limits downside

• Overseas portfolio AEI's nearing completion.

• Risk: Weaker than expected pick-up in retail market demand

Suntec REIT SUN SP 1.78 1.90 0.07 5.4 NEUTRAL

• Near-term DPU to stay flat on the back of ongoing redevelopments and 

asset enhancements

• Suntec City redevelopment will benefit the REIT in the longer term

• Risk: Better-than-expected performance from its newly refurbished 

Suntec City AEI.
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SREITs: Looking Into The Numbers 

Figure 15: SREITs table  

 
Note: Price close on 14 Oct 
Source: RHB, Bloomberg 

Mkt cap 
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1D 

(%)
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1M 

(%)

3M 
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(%)

YTD 

(%)
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low (%)

vs 52W-
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P/B 

(x)
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(FY-1)

Div 

yield 

(FY-2)

Yield 

Spread 

(%)

Gearing/

simple 

ave

WALE 

(years)

% 

FY-1

% 

FY-2

REITs (41) 61,474 108,652 0.5 (2.2) (3.1) (4.1) (5.8) (4.9) (8.9) 3.8 (13.3) 0.9 6.2 6.4 3.7 35.2%

Office (5) 12,342 27,035 0.4 (3.1) (3.9) (3.3) (7.3) (3.0) (12.9) 6.4 (17.4) 0.86 5.6 5.6 3.0 38.0%

CapitaLand Commercial Trust 4,672 12,203 1.72 2.4 (1.1) (2.8) (1.7) (6.5) 3.0 (10.9) 6.8 (16.1) 0.94 5.2 5.2 2.6 37.8% 6.6 13% 17%

Suntec REIT 3,445 8,651 1.78 (0.6) (3.8) (4.3) (3.3) (6.3) (6.8) (17.2) 9.2 (20.9) 0.85 5.6 5.6 3.0 37.7% 4.1 9% 21%

Keppel REIT 2,769 4,487 1.12 (1.8) (4.3) (5.1) (2.6) (8.2) (5.5) (11.1) 3.7 (15.8) 0.79 5.3 5.3 2.7 38.5% 6.1 4% 7%

OUE Commercial Trust 547 298 0.48 (2.1) (12.0) (10.8) (21.8) (24.0) (24.5) (25.0) 1.1 (29.0) 0.59 8.0 7.8 5.4 39.8% 2.5 11% 15%

Frasers Commercial Trust 909 1,397 1.41 2.2 (1.4) 0.0 (2.1) (2.8) 0.7 (5.4) 5.2 (9.0) 0.92 7.0 6.9 4.4 36.0% 3.8 15% 29%

Retail (5) 13,089 25,999 0.6 (1.1) (2.5) (0.9) (0.5) (0.1) (3.4) 5.1 (7.9) 1.03 5.6 5.8 3.0 32.5%

CapitaLand Mall Trust 5,356 16,317 2.08 0.0 (1.9) (2.3) (1.9) 0.0 1.5 (2.3) 6.7 (7.6) 1.03 5.3 5.5 2.8 34.8% 2 26% 29%

Mapletree Commercial Trust 3,331 6,644 1.59 1.3 0.0 (3.0) (1.2) 0.6 2.6 (1.9) 4.6 (6.5) 1.07 5.7 5.8 3.1 37.0% 2.8 16% 26%

SPH REIT 1,857 532 1.00 1.0 (0.5) 0.0 (0.5) 1.0 (2.0) (5.2) 1.5 (8.7) 1.05 5.6 5.7 3.0 25.7% 2.4 10% 30%

Frasers Centrepoint Trust 1,485 1,544 2.21 0.5 (0.5) (2.6) 0.5 (1.3) 0.9 (1.3) 4.7 (6.4) 1.09 5.5 5.8 2.9 29.7% 1.5 27% 32%

Starhill Global REIT 1,060 961 0.67 0.8 (2.9) (6.3) 2.3 (7.6) (14.1) (13.5) 5.5 (14.6) 0.73 7.2 7.3 4.6 35.2% 4.8 9% 18%

Industrial (11) 17,380 39,200 0.8 (1.7) (3.0) (5.2) (6.0) (5.4) (7.7) 2.9 (12.3) 1.15 6.6 6.8 4.1 35.4%

Ascendas REIT 5,616 19,977 2.49 0.4 (2.4) (3.5) (8.1) (7.4) (8.5) (8.5) 1.6 (12.9) 1.20 6.6 6.8 4.0 31.8% 3.7 6% 19%

Mapletree Industrial Trust 2,628 4,186 1.92 0.5 (1.0) (3.5) (3.0) (5.4) 1.9 (5.4) 3.8 (9.9) 1.30 6.4 6.7 3.8 29.4% 3.2 3% 31%

Mapletree Logistics Trust 3,128 6,811 1.21 0.8 (0.8) (3.2) (4.7) (4.7) (1.6) (8.3) 2.5 (12.3) 1.08 6.5 6.6 3.9 38.7% 4.1 5% 18%

Frasers Logistics Trust 1,514 N.M 1.04 2.0 (1.0) (4.6) (1.9) (2.0) (6.0) (9.6) 2.8 (11.9) 1.16 7.1 6.7 4.5 29.7% 6.9 0% 1%

Keppel DC REIT 1,304 3,938 1.33 2.3 (2.2) (0.7) (2.2) (8.9) (2.2) (7.0) 3.9 (10.1) 1.32 5.6 5.8 3.1 28.3% 9.6 15% 1%

Aims AMP Capital Industrial REIT 676 1,022 1.36 0.0 (2.2) (3.5) (2.2) (1.4) (5.2) 0.0 3.0 (7.8) 0.99 7.6 8.1 5.0 34.6% 2.5 7% 30%

Cache Logistic Trust 549 1,299 0.71 0.0 (4.1) (4.7) (9.6) (15.1) (15.6) (17.5) 1.4 (20.3) 1.00 8.5 8.7 5.9 43.1% 3.9 5% 22%

ESR REIT 563 571 0.49 2.1 (2.0) (2.0) (6.7) (9.3) (14.7) (12.4) 4.3 (16.8) 0.72 8.0 8.4 5.4 37.5% 3.7 22% 24%

Soilbuild Business Space REIT 441 483 0.58 0.0 (3.4) (1.7) (12.9) (12.9) (18.4) (14.2) 0.9 (20.1) 0.91 8.9 8.7 6.3 37.6% 3.4 14% 15%

Sabana Industrial REIT 321 240 0.42 1.2 (1.2) 5.0 (3.4) (1.2) (9.7) 6.3 10.5 (12.5) 0.78 N.M N.M N.M 43.2% 2.7 37% 19%

Viva Industrial Trust 639 673 0.91 0.0 0.0 1.1 1.1 2.8 (4.2) (3.2) 8.4 (11.3) 1.19 7.7 7.7 5.2 39.4% 3.1 15% 18%

Hospitality (6) 6,326 5,909 0.7 (2.5) (1.8) (5.3) (8.8) (10.7) (12.8) 2.9 (18.2) 0.88 6.8 7.0 4.2 34.1%

Ascott Residence Trust 1,663 1,437 1.06 0.0 (1.9) (0.9) (5.4) (6.2) (12.4) (13.1) 1.0 (16.5) 0.86 6.6 6.9 4.0 39.8% N.A N.A N.A

CDL Hospitality Trusts 1,337 2,226 1.53 0.7 (3.8) (1.9) (5.6) (11.0) (6.7) (9.5) 4.1 (17.3) 1.01 6.2 6.5 3.6 36.8% N.A N.A N.A

Far East Hospitality Trust 820 791 0.61 0.8 (4.0) (4.7) (8.3) (11.0) (13.6) (16.0) 0.8 (22.4) 0.70 6.8 7.1 4.2 32.1% N.A N.A N.A

OUE Hospitality Trust 918 731 0.70 2.2 (1.4) (2.8) (11.5) (14.2) (13.1) (18.2) 3.0 (24.9) 0.92 7.2 7.2 4.6 38.1% N.A N.A N.A

Frasers Hospitality Trust 943 388 0.70 0.7 (1.4) 0.7 0.7 (7.9) (9.7) (11.5) 4.5 (15.8) 0.90 6.9 7.1 4.3 33.7% N.A N.A N.A

Ascendas Hospitality Trust 645 336 0.79 0.0 (3.1) (1.9) (1.3) (1.9) (9.2) (8.7) 6.1 (13.3) 0.78 7.4 7.6 4.6 33.3% N.A N.A N.A

Healthcare (2) 1,805 1,944 0.3 (3.6) (5.3) (7.7) (8.8) (8.5) (14.3) 1.4 (16.2) 1.36 5.9 6.0 3.3 36.3%

Parkway Life REIT 1,137 1,136 2.59 0.0 (3.4) (5.5) (5.5) (6.5) (5.5) (13.4) 1.2 (15.4) 1.48 4.9 5.0 2.3 36.3% 8.44 N.A N.A

First REIT 668 808 1.17 0.9 (4.1) (4.9) (11.4) (12.7) (13.7) (15.8) 1.7 (17.6) 1.16 7.5 7.8 -1.2 31.1% N.A N.A N.A

Overseas - commercial (12) 10,533 8,565 (0.1) (2.6) (3.4) (5.7) (8.0) (8.0) (9.7) 1.3 (13.1) 0.59 6.9 7.1 4.09 34.3%

Dasin Retail Trust 345 511 0.86 0.6 (0.6) 0.6 (2.3) (3.9) 3.6 (2.8) 6.9 (6.6) 0.56 8.8 9.0 5.2 27.3% 7.4 10% 12%

EC World REIT 396 255 0.69 0.0 (2.8) 1.5 (2.1) (6.1) (11.5) (9.2) 2.2 (12.7) 0.72 8.8 9.4 5.3 27.6% 4 0% 0%

Fortune REIT 2,139 80 8.74 (0.5) (6.1) (6.9) (5.7) (7.5) (3.4) (9.1) 0.5 (11.7) 0.54 6.0 6.1 3.4 29.5% N.A 44% 30%

Mapletree Greater China 

Commerial Trust
2,521 5,485 1.10 0.0 (1.8) (4.3) (5.2) (8.3) (7.2) (10.6) 0.9 (14.1) 0.83 7.0 7.0 4.5 40.5% 2.5 6% 37%

CapitaLand Retail China Trust 968 1,254 1.36 (0.7) (4.9) (3.5) (8.7) (11.7) (18.1) (16.0) 1.5 (20.0) 0.80 7.9 8.1 4.4 35.3% 5 19% 25%

Lippo Malls Indonesia Retail Trust 508 804 0.25 (2.0) (3.9) (7.5) (23.4) (26.9) (43.7) (38.8) 2.1 (44.9) 0.82 10.6 10.6 1.9 35.1% 4.51 23% 12%

Manulife US REIT 986 831 0.78 0.6 (1.9) (3.1) (9.9) (14.9) (13.0) (13.5) 2.6 (20.5) 0.93 7.4 7.7 4.2 33.8% 5.8 5% 2%

BHG Retail REIT 252 37 0.69 0.0 0.0 (2.8) (4.2) (10.4) (8.0) (6.8) 7.8 (16.9) 0.83 N.M N.M N.M 31.0% 5.2 28% 25%

Keppel-KBS US REIT 464 264 0.74 (0.7) (5.8) (10.9) (15.0) (16.9) N.M (18.8) 0.0 (20.1) 0.88 16.3 8.6 13.2 36.0% 3.7 17% 17%

Sasseur REIT 591 188 0.69 0.0 (3.5) (4.2) (2.1) (13.8) N.M N.M 3.8 (14.8) 0.82 0.0 7.1 -3.6 30.3% 1.2 52% 16%

Cromwell European REIT 1,021 165 0.56 0.9 (3.4) (3.4) (4.3) (5.9) N.M 0.9 5.7 (11.8) 1.06 7.7 7.9 7.2 36.8% 4.9 12% 11%

IREIT Global 343 74 0.75 1.4 (0.7) (0.7) (4.5) (3.8) (2.6) (3.2) 1.4 (9.1) 1.10 N.M N.M N.M 41.6% 5.9 1% 4%
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SREITs’ Debt Profiles 
Figure 16: SREITs’ debt profiles* 

 
Note: *Based on latest quarterly results 
Source: RHB, Companies data 

 

Figure 17:  Weighted average term to maturity of SREITs  Figure 18: SREITs’ gearing  

  
Source: Companies data Source: Companies data 

Company Name Gearing 

(%)

Avg Borrowing 

Rate

Avg Term to 

Maturity 

Interest Cover

(X)

Fixed Debt 

(% of total)

Unencumbered 

Assets

Credit 

Rating

AIMS AMP Capital Indus REIT 33.6% 3.8% 1.6 4.8 88% Not reported Not reported

Ascendas Hospitality Trust 30.8% 2.6% 2.7 Not reported 77% Not reported Nil

Ascendas REIT 35.7% 2.9% 3.4 5.6 72% 90% A3/Stable

Ascott Residence Trust 35.7% 2.3% 3.9 4.5 84% Not reported BBB/Baa3

BHG Retail REIT 33.0% 3.6% 1.4 Not reported Not reported Not reported Not reported

Cache Logistics Trust 35.3% 3.6% 2.4 3.9 62% Not reported Not reported

CapitaCommercial Trust 37.9% 2.7% 3.6 5.1 85% 84% BBB+/Stable outlook

CapitaMall Trust 31.5% 3.1% 5.2 5.7 Not reported 100% A2

CapitaRetail China Trust 32.1% 2.6% 3.4 5.9 80% 100% Nil

CDL Hospitality REIT 33.2% 2.4% 3.2 7.5 66% Not reported BBB-

Dasin Retail Trust 31.5% 4.9% 3.0 1.4 Not reported Not reported Not reported

EC World REIT 28.9% 4.5% Not reported Not reported 100% Not reported Not reported

ESR REIT 30.0% 3.8% 1.8 3.6 93% 100% Not reported

Far East Hospitality Trust 35.1% 2.5% 3.3 Not reported 40% 100% Nil

First REIT 34.2% Not reported Not reported 4.9 61% 0% Not reported

Fortune REIT 22.3% 2.7% 3.2 4.4 54% 70% Not reported

Frasers Centerpoint Trust 29.2% 2.4% 2.5 6.6 56% 85% Baa1/BBB+

Frasers Commercial Trust 35.4% 3.1% 2.6 3.5 81% 100% Baa2

Frasers Hospitality Trust 34.0% 2.6% 2.4 5.1 88% Not reported Baa2

Frasers Logistics Trust 30.9% 2.8% 2.7 7.8 68% Not reported Not reported

IREIT Global 40.5% 2.0% 1.8 8.5 Not reported Not reported Not reported

Keppel DC REIT 31.7% 1.9% 3.5 10.7 86% 100% Not reported

Keppel KBS US REIT 33.1% 3.4% 3.9 5.7 75% 100% Not reported

Keppel REIT 38.6% 2.8% 3.2 4.3 Not reported 84% Not reported

Lippo-Mapletree Indonesia 35.0% Not reported 1.9 5.3 Not reported Not reported Nil

Manulife US REIT 34.1% 2.8% 3.2 4.7 100% Not reported Not reported

Mapletree Commercial Trust 34.7% 2.9% 3.6 4.6 75% 100% Baa1

Mapletree North Asia Commercial Trust 38.8% 2.4% 3.9 4.1 Not reported 89% Baa1

Mapletree Industrial Trust 33.1% 2.9% 3.3 7.1 85% 10000% BBB+/Stable

Mapletree Logistics Trust 36.4% 2.5% 4.3 5.2 82% Not reported Baa1/stable outlook

OUE Commercial REIT 40.5% 3.4% 1.9 3.3 Not reported Not reported Not reported

OUE Hospitality Trust 38.7% 2.3% 3.0 4.5 71% Not reported Nil

Parkway Life REIT 38.0% 0.9% 3.1 13.5 Not reported 100% Not reported

Sabana Shariah Comp. Indus REIT 38.2% 4.1% 1.8 3.7 72% 26% Not reported

Soilbuild Business Space REIT 40.2% 3.3% 2.9 4.6 65% 66% Not reported

SPH REIT 25.4% 2.8% 2.0 6.1 76% Not reported Nil

Starhill Global REIT 35.5% 3.1% 3.5 4.0 96% 73% BBB+

Suntec REIT 37.9% 2.7% 2.8 3.6 Not reported Not reported Not reported

Viva Industrial Trust 39.8% 3.9% 2.5 4.6 84% Not reported Not reported

Average (simple) 34% 2.9% 2.9 5.4 77% 578%
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Regional REITs Closest To 52-Week Lows 
Figure 19:  Regional REITs closest to their 52-week lows  

 
Note: As on 14 Oct 
Source: RHB, Bloomberg 

REITs BBG ticker
Market Cap 

(USDm)
Country vs 52W-low Rank

AmanahRaya Real Estate Investment Trust AARET MK Equity 114 Malaysia 0.0% 1

OUE Commercial Real Estate Investment Trust OUECT SP Equity 539 Singapore 0.0% 1

Fortune Real Estate Investment Trust FRT SP Equity 2128 Singapore 0.0% 1

Prosperity REIT 808 HK Equity 541 Hong Kong 0.4% 4

Langham Hospitality Investments and Langham 

Hospitality Investments Ltd
1270 HK Equity 746 Hong Kong 0.4% 5

Yuexiu Real Estate Investment Trust 405 HK Equity 1842 Hong Kong 0.4% 6

Al-Salam Real Estate Investment Trust SALAM MK Equity 112 Malaysia 0.6% 7

IREIT Global IREIT SP Equity 341 Singapore 0.7% 8

Keppel-KBS US REIT KORE SP Equity 467 Singapore 0.7% 9

Fortune Real Estate Investment Trust 778 HK Equity 2131 Hong Kong 0.7% 10

Far East Hospitality Trust FEHT SP Equity 821 Singapore 0.8% 11

First Real Estate Investment Trust FIRT SP Equity 663 Singapore 0.9% 12

Soilbuild Business Space REIT SBREIT SP Equity 441 Singapore 0.9% 13

Jinmao Hotel and Jinmao China Hotel Investments and 

Management Ltd
6139 HK Equity 1085 Hong Kong 1.0% 14

Cache Logistics Trust CACHE SP Equity 549 Singapore 1.4% 15

AIMS AMP Capital Industrial REIT AAREIT SP Equity 667 Singapore 1.5% 16

Tower Real Estate Investment Trust TRET MK Equity 62 Malaysia 1.6% 17

Hui Xian Real Estate Investment Trust 87001 HK Equity 2551 Hong Kong 1.7% 18

Mapletree Logistics Trust MLT SP Equity 3105 Singapore 1.7% 19

New Century Real Estate Investment Trust 1275 HK Equity 212 Hong Kong 1.8% 20

Mapletree North Asia Commercial Trust MAGIC SP Equity 2546 Singapore 1.8% 21

Sunlight Real Estate Investment Trust 435 HK Equity 1026 Hong Kong 1.9% 22

Ascott Residence Trust ART SP Equity 1680 Singapore 1.9% 23

Parkway Life Real Estate Investment Trust PREIT SP Equity 1146 Singapore 2.0% 24

SPH REIT SPHREIT SP Equity 1867 Singapore 2.0% 25

Ascendas Real Estate Investment Trust AREIT SP Equity 5642 Singapore 2.0% 25

ESR-REIT EREIT SP Equity 552 Singapore 2.1% 27

CapitaLand Retail China Trust CRCT SP Equity 975 Singapore 2.2% 28

Regal Real Estate Investment Trust 1881 HK Equity 914 Hong Kong 2.3% 29

AmFIRST Real Estate Investment Trust ARET MK Equity 97 Malaysia 2.6% 30

OUE Hospitality Trust OUEHT SP Equity 919 Singapore 3.0% 31

Sasseur Real Estate Investment Trust SASSR SP Equity 587 Singapore 3.0% 32

Champion REIT 2778 HK Equity 3909 Hong Kong 3.1% 33

Manulife US Real Estate Investment Trust MUST SP Equity 993 Singapore 3.3% 34

Hektar Real Estate Investment Trust HEKT MK Equity 131 Malaysia 3.5% 35

EC World Real Estate Investment Trust Unit ECWREIT SP Equity 402 Singapore 3.7% 36

UOA Real Estate Investment Trust UOAR MK Equity 140 Malaysia 3.8% 37

Atrium Real Estate Investment Trust ATRM MK Equity 32 Malaysia 3.8% 38

Mapletree Commercial Trust MCT SP Equity 3312 Singapore 3.9% 39

CDL Hospitality Trusts CDREIT SP Equity 1338 Singapore 4.1% 40

Lippo Malls Indonesia Retail Trust LMRT SP Equity 518 Singapore 4.2% 41

Mapletree Industrial Trust MINT SP Equity 2644 Singapore 4.3% 42

Keppel DC REIT KDCREIT SP Equity 1315 Singapore 4.7% 43

Cromwell European Real Estate Investment Trust CERT SP Equity 1013 Singapore 4.7% 44

CapitaLand Commercial Trust CCT SP Equity 4593 Singapore 5.0% 45

Frasers Commercial Trust FCOT SP Equity 910 Singapore 5.2% 46

Frasers Hospitality Trust FHT SP Equity 950 Singapore 5.3% 47

Starhill Global REIT SGREIT SP Equity 1061 Singapore 5.5% 48

Keppel REIT KREIT SP Equity 2820 Singapore 5.6% 49

Frasers Centrepoint Trust FCT SP Equity 1500 Singapore 5.7% 50

Ascendas Hospitality Trust ASCHT SP Equity 646 Singapore 6.1% 51

Amanah Harta Tanah PNB AHP MK Equity 39 Malaysia 6.4% 52

CapitaLand Mall Trust CT SP Equity 5385 Singapore 7.2% 53

Dasin Retail Trust DASIN SP Equity 347 Singapore 7.5% 54

Viva Industrial Trust VIT SP Equity 639 Singapore 8.4% 55

Suntec Real Estate Investment Trust SUN SP Equity 3428 Singapore 8.6% 56

Sabana Shari'ah Compliant Industrial Real Estate 

Investment Trust
SSREIT SP Equity 317 Singapore 9.2% 57

MRCB-QUILL REIT MQREIT MK Equity 281 Malaysia 9.5% 58

YTL Hospitality REIT YTLREIT MK Equity 488 Malaysia 11.2% 59

Link REIT 823 HK Equity 19403 Hong Kong 13.7% 60

Sunway Real Estate Investment Trust SREIT MK Equity 1197 Malaysia 14.2% 61

IGB Real Estate Investment Trust IGBREIT MK Equity 1418 Malaysia 14.4% 62

Al-'Aqar Healthcare REIT AQAR MK Equity 217 Malaysia 14.8% 63

Capitaland Malaysia Mall Trust CMMT MK Equity 561 Malaysia 16.3% 64

Pavilion Real Estate Investment Trust PREIT MK Equity 1140 Malaysia 18.2% 65

Spring Real Estate Investment Trust 1426 HK Equity 593 Hong Kong 22.4% 66

Axis Real Estate Investment Trust AXRB MK Equity 445 Malaysia 26.1% 67
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Highest-Yielding Regional REITs 
Figure 20: Highest-yielding regional REITs  

 
Note: As on 14 Oct 
Source: RHB, Bloomberg 

REITs BBG ticker
Market Cap 

(USDm)
Country Dividend yield Rank

Lippo Malls Indonesia Retail Trust LMRT SP Equity 518 Singapore 10.40 1

Soilbuild Business Space REIT SBREIT SP Equity 441 Singapore 8.87 2

Dasin Retail Trust DASIN SP Equity 347 Singapore 8.72 3

EC World Real Estate Investment Trust Unit ECWREIT SP Equity 402 Singapore 8.71 4

Jinmao Hotel and Jinmao China Hotel Investments and 

Management Ltd
6139 HK Equity 1085 Hong Kong 8.64 5

Hui Xian Real Estate Investment Trust 87001 HK Equity 2551 Hong Kong 8.63 6

Cache Logistics Trust CACHE SP Equity 549 Singapore 8.51 7

ESR-REIT EREIT SP Equity 552 Singapore 8.13 8

Keppel-KBS US REIT KORE SP Equity 467 Singapore 8.11 9

OUE Commercial Real Estate Investment Trust OUECT SP Equity 539 Singapore 8.09 10

CapitaLand Retail China Trust CRCT SP Equity 975 Singapore 7.88 11

Viva Industrial Trust VIT SP Equity 639 Singapore 7.73 12

AIMS AMP Capital Industrial REIT AAREIT SP Equity 667 Singapore 7.69 13

AmanahRaya Real Estate Investment Trust AARET MK Equity 114 Malaysia 7.64 14

First Real Estate Investment Trust FIRT SP Equity 663 Singapore 7.59 15

Ascendas Hospitality Trust ASCHT SP Equity 646 Singapore 7.39 16

MRCB-QUILL REIT MQREIT MK Equity 281 Malaysia 7.34 17

Manulife US Real Estate Investment Trust MUST SP Equity 993 Singapore 7.31 18

Langham Hospitality Investments and Langham Hospitality 

Investments Ltd
1270 HK Equity 746 Hong Kong 7.22 19

OUE Hospitality Trust OUEHT SP Equity 919 Singapore 7.19 20

Starhill Global REIT SGREIT SP Equity 1061 Singapore 7.16 21

Yuexiu Real Estate Investment Trust 405 HK Equity 1842 Hong Kong 7.07 22

YTL Hospitality REIT YTLREIT MK Equity 488 Malaysia 6.97 23

Frasers Commercial Trust FCOT SP Equity 910 Singapore 6.95 24

Mapletree North Asia Commercial Trust MAGIC SP Equity 2546 Singapore 6.94 25

Frasers Hospitality Trust FHT SP Equity 950 Singapore 6.86 26

Regal Real Estate Investment Trust 1881 HK Equity 914 Hong Kong 6.82 27

Far East Hospitality Trust FEHT SP Equity 821 Singapore 6.78 28

Capitaland Malaysia Mall Trust CMMT MK Equity 561 Malaysia 6.67 29

Mapletree Logistics Trust MLT SP Equity 3105 Singapore 6.58 30

Ascendas Real Estate Investment Trust AREIT SP Equity 5642 Singapore 6.56 31

Ascott Residence Trust ART SP Equity 1680 Singapore 6.54 32

Mapletree Industrial Trust MINT SP Equity 2644 Singapore 6.37 33

Prosperity REIT 808 HK Equity 541 Hong Kong 6.29 34

CDL Hospitality Trusts CDREIT SP Equity 1338 Singapore 6.21 35

Fortune Real Estate Investment Trust FRT SP Equity 2128 Singapore 5.99 36

Fortune Real Estate Investment Trust 778 HK Equity 2131 Hong Kong 5.98 37

Al-Salam Real Estate Investment Trust SALAM MK Equity 112 Malaysia 5.88 38

Sunway Real Estate Investment Trust SREIT MK Equity 1197 Malaysia 5.74 39

Mapletree Commercial Trust MCT SP Equity 3312 Singapore 5.70 40

Suntec Real Estate Investment Trust SUN SP Equity 3428 Singapore 5.65 41

Sunlight Real Estate Investment Trust 435 HK Equity 1026 Hong Kong 5.62 42

SPH REIT SPHREIT SP Equity 1867 Singapore 5.60 43

Keppel DC REIT KDCREIT SP Equity 1315 Singapore 5.60 44

Axis Real Estate Investment Trust AXRB MK Equity 445 Malaysia 5.53 45

Pavilion Real Estate Investment Trust PREIT MK Equity 1140 Malaysia 5.51 46

IGB Real Estate Investment Trust IGBREIT MK Equity 1418 Malaysia 5.51 47

Frasers Centrepoint Trust FCT SP Equity 1500 Singapore 5.43 48

CapitaLand Mall Trust CT SP Equity 5385 Singapore 5.31 49

CapitaLand Commercial Trust CCT SP Equity 4593 Singapore 5.27 50

Keppel REIT KREIT SP Equity 2820 Singapore 5.18 51

Champion REIT 2778 HK Equity 3909 Hong Kong 4.92 52

Parkway Life Real Estate Investment Trust PREIT SP Equity 1146 Singapore 4.87 53

Link REIT 823 HK Equity 19403 Hong Kong 3.72 54

Spring Real Estate Investment Trust 1426 HK Equity 593 Hong Kong N.M N.M

Al-'Aqar Healthcare REIT AQAR MK Equity 217 Malaysia N.M N.M

Hektar Real Estate Investment Trust HEKT MK Equity 131 Malaysia N.M N.M

IREIT Global IREIT SP Equity 341 Singapore N.M N.M

Sabana Shari'ah Compliant Industrial Real Estate SSREIT SP Equity 317 Singapore N.M N.M

Tower Real Estate Investment Trust TRET MK Equity 62 Malaysia N.M N.M

Atrium Real Estate Investment Trust ATRM MK Equity 32 Malaysia N.M N.M

AmFIRST Real Estate Investment Trust ARET MK Equity 97 Malaysia N.M N.M

UOA Real Estate Investment Trust UOAR MK Equity 140 Malaysia N.M N.M

Amanah Harta Tanah PNB AHP MK Equity 39 Malaysia N.M N.M

New Century Real Estate Investment Trust 1275 HK Equity 212 Hong Kong N.M N.M

Sasseur Real Estate Investment Trust SASSR SP Equity 587 Singapore N.M N.M

Cromwell European Real Estate Investment Trust CERT SP Equity 1013 Singapore N.M N.M
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Snapshot Of Supply Pipelines 

Figure 21: Office supply pipeline (2018-2020)  Figure 22: Retail supply pipeline (2018-2020)  

  
Source: RHB, CBRE Source: RHB, CBRE 

 

Figure 23: Factory supply pipeline (2018-2019)  Figure 24: Warehouse supply pipeline (2018-2020)  

  
Source: RHB, CBRE Source: RHB, CBRE 

 

Figure 25: Business & science park pipeline (2018-2020)  Figure 26: Hotel room supply pipeline (2018-2020)  

  
Source: CBRE, RHB Source: RHB, CDLHT, Horwath HTL 
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Supply & Demand Dynamics At a Glance  

Figure 27: Office net supply vs absorption  Figure 28: Retail net supply vs absorption  

 

 

Source: RHB, Urban Redevelopment Authority (URA) Source: RHB, URA 

 

Figure 29:  Factory net supply & absorption   Figure 30:  Warehouse net supply & absorption   

  
Source: RHB, URA Source: RHB, URA 

 

Figure 31: Business park net supply & absorption   Figure 32: Monthly visitor arrivals since 2016   

 

 

 

Source: RHB, URA Source: RHB, STB  
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Rental Rates At a Glance  

Figure 33:  Singapore office rent (Grade A vs B)  Figure 34: Singapore retail rents (Orchard Rd vs suburban)  

  
Source: RHB,CBRE Source: RHB, CBRE 

 

Figure 35: Factory rentals   Figure 36: Warehouse rentals   

  
Source: RHB, CBRE Source: RHB, CBRE 

 

Figure 37:  Business park rentals   Figure 38: RevPAR and RevPAR growth rates since 2013  

  
Source: RHB, CBRE Source: RHB, STB 
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16 October 2018 Property | REITS 

Ascendas REIT 
Buy  

Target Price: SGD2.90 

Price: SGD2.49 

Building A Well-Diversified Portfolio: BUY Market Cap: USD5,614m 

Bloomberg Ticker: AREIT SP 
   
Reiterate BUY, TP SGD2.90 (17% upside); Top industrial sector pick. The 
recent string of UK acquisitions further diversifies its portfolio across 
geographies and asset classes and should aid in stable distribution 
growth ahead. The outlook for the SG industrial sector is turning positive 
and AREIT looks well-positioned to capitalise on the uptick with a 
diversified portfolio of 100 industrial properties across the island. Rent 
reversion is expected to stay positive at 2-5% for FY19, and we expect 
management to continue its active portfolio rebalancing strategy. 

 

Share Data  

Avg Daily Turnover (SGD/USD) 37.1m/26.9m 
52-wk Price high/low (SGD) 2.86 - 2.45 
Free Float (%) 81.1 
Shares outstanding (m)                      3,108  
Estimated Return 17% 

  
Shareholders (%)  

Ascendas Pte Ltd 18.9 
Blackrock 7.1 
Mondrian Investment Partners 5.5 
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (8.5) (3.5) (8.1) (7.4) (8.5) 

Relative 1.4  (0.6) (2.3) 4.9  (0.9) 

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 

Doubling down on UK market. Ascendas REIT (AREIT) made its maiden 

foray into the UK market in July 2018 with the acquisition of 12 logistics 
properties for £207.3 (SGD373.2m). This was soon followed by another 26 
logistics properties in Sep 2018 for £257.5m (SGD459.2m). The recent moves 
come as a part of AREIT’s geographical diversification strategy, and in 
particular to lengthen its portfolio land-lease tenure as the logistic assets are 
mainly freehold compared with up to 60-year lease tenures for SG industrial 
properties. The acquisitions are mildly yield accretive and will be funded from a 
combination of recent placement proceeds and debt. Post recent acquisitions, 
UK will account for 8% of AREIT’s asset value. Despite Brexit concerns we 
remain positive on the acquisitions as the portfolio comes with a long Weighted 
Average Lease Expiry (WALE >9 years) and is 100% occupied with built-in rent 
escalation clauses.  

Active capital recycling to continue. AREIT has been active in its portfolio 

rebalancing efforts i.e., divest mature shorter-lease assets and redeploy the 
capital into higher yielding longer WALE assets - a strategy which we like. Over 
the last two years, AREIT has divested eight properties worth ~SGD0.5bn, all at 
a premium to book value. This, in combination with its asset enhancement 
initiatives, has been instrumental in AREIT delivering higher unit holder returns 
over the last few years despite the challenging industrial market in Singapore. 

SG – Favourable outlook, positive reversion to continue. The outlook for 

the industrial segment is turning positive with favourable demand-supply 
dynamics, especially for business parks and hi-tech industrial space. More than 
half of AREIT’s assets are focussed on the above two segments and should 
benefit from this trend. Additionally, AREIT has minimal single-tenant buildings 
(~3% of rental income) due for renewal over the next two years. This minimises 
conversion risk into multi-tenancy property, resulting in lower income. Overall, 
we expect rental reversion for FY19 to stay positive in the 2-5% range 
(1QFY19: 10.5%) and expect portfolio occupancy to increase 1-2ppts. 

BUY with TP of SGD2.90). Our DDM-derived TP is based on 7.3% CoE, 3% 

risk free rate and TG of 1.5%. AREIT is our preferred industrial pick and offers 
the best exposure to favourable business park and hi-tech industrial segment in 
Singapore. The stock has attractive FY19F/20F yields of 6.6%/6.8%. 

 

 

Source: Company data, RHB 
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Ascendas REIT (AREIT SP)

Price Close

Forecast s and  V aluat ions M ar- 17 M ar- 18 M ar 19 F M ar 2 0 F M ar 2 1F

Total turnover (SGDm) 830.6          862.1           925.1           983.1           1,001.0        

Net property income (SGDm) 611.0            629.4          664.2          711.8            724.4          

Reported net prof it  (SGDm) 427.5           494.1           600.7          644.9          742.8          

Total distributable income (SGDm) 420.3          438.4          468.6          500.6          504.8          

DPS (SGD) 0.16             0.16             0.17              0.17              0.17              

DPS growth (%) 2.5               1.5                3.3               3.2               0.7               

Recurring P/E (x) 16.8             14.7              12.5              12.0             10.5              

P/B (x) 1.2                1.2                1.1                 1.1                 1.1                 

Dividend Yield (%) 6.3               6.4               6.6               6.8               6.9               

Return on average equity (%) 7.2               8.0               9.1                9.3               10.4             

Return on average assets (%) 4.2               4.8               5.3               5.6               6.3               

Interest cover (x) 2.7               3.4               2.9               2.7               2.6               

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  
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Figure 1:  AREIT's Dividend Discount Model (DDM) Valuation  

 
Source: RHB 

 
 

Figure 2:  Acquisitions, AEIs and divestments in FY18 Figure 3:  Portfolio value by Industrial segments 

  
Source: Company data Source: Company data 

 

Figure 4:  Portfolio Rental Reversions (1QFY19) Figure 5:  Portfolio Lease Expiry Profile 

  
Source: Company data Source: Company data 

 
 

FY19F FY20F FY21F FY22F FY23F Terminal 

value

DPU (SGD cents) 16.5 17.0 17.2 17.5 17.9 313.0

Fair value (SGD) 2.90

Current price (SGD) 2.49

Price upside (%) 16.5

Distribution yield (%) 6.6

Assumptions:

Risk-free rate (%) 3.0

Beta 0.8

Cost of equity (%) 7.3

Terminal growth (%) 1.5
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16 October 2018 Property | REITS 

CDL Hospitality Trusts 
Buy  

Target Price: SGD1.80 

Price: SGD1.53 

Still Most Liquid Proxy To Hospitality Sector: BUY Market Cap: USD1,337m 

Bloomberg Ticker: CDREIT SP 
   
BUY this hospitality sector Top Pick, TP of SG1.80, 18% upside. CDLHT’s 
strategically-located Singapore hotels are well-positioned to tap into the 
multi-year recovery of the hospitality sector. Although 1H18 RevPAR 
growth has been flattish, we believe this is due to one-off factors and 
expect numbers to improve in 2H18/2019. Across its overseas markets, 
the improved performance from its German hotel and stable showing from 
Australian assets should offset some of the weakness in Japan. 
Contributions from Maldives properties should improve post-AEI in 2019.  

 

Share Data  

Avg Daily Turnover (SGD/USD) 2.1m/1.5m 
52-wk Price high/low (SGD) 1.85 - 1.47 
Free Float (%) 62.6 
Shares outstanding (m)                      1,205  
Estimated Return 18% 

  
Shareholders (%)  

Hospitality Holdings Pte Ltd                        26.1  
M&C REIT Management                         6.1  
Republic Hotels & Resorts                         5.2  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (9.5) (1.9) (5.6) (11.0) (6.7) 

Relative 0.3  1.0  0.3  1.3  0.8  

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 
Expect a stronger performance from CDL Hospitality Trusts’ Singapore  
hotels. We expect its Singapore hotel revenue per available room (RevPAR) to 

rebound strongly (3-7%) in 2H18/2019, aided by continued growth in visitor 
demand (corporate and leisure) and tapering supply. The corporate segment, 
which accounts for nearly half of CDLHT’s income, is expected to see a 
stronger performance, boosted by a strong pipeline of MICE events and a better 
economic outlook. Singapore hotel supply growth is expected to see a sharp 
slowdown of 1.3% pa in 2018-2020, post a 5.1% increase in 2017. CDLHT’s six 
Singapore hotels accounted for nearly 59% of NPI in 1H18. 

Phased AEI plans for Orchard Hotel and GCW. Orchard Hotel and Grand 

Copthorne Waterfornt Hotel (GCW) in Singapore will begin AEI works in 2H18. 
This is to position the REIT’s assets better, ahead of what management sees as 
a multi-year sector recovery. Management noted that asset enhancement works 
will be done in a phased manner, so there is minimal disruption and minimised 
income loss. 

Overseas markets a mixed bag.  Its German hotel is expected to do better on 

a strong event calendar, while its UK and Australian assets are estimated to 
book stable numbers. The performance of its hotel in Japan has been impacted 
by a large supply of economy hotels – although the situation is expected to turn 
slightly better in 2H18 with stricter rules on Airbnb listings in Tokyo. Its Maldives 
assets – hit by a slowdown in Chinese visitors, and an increase in room supply 
– are expected to fare better in 2019, post refurbishments. 

More room for acquisition-led growth. In January, CDLHT completed the 

divestment of Mercure Brisbane and Ibis Brisbane for AUD77m (10% premium 
to latest valuation). Management noted that the divestments were an 
opportunistic move to unlock value from mature assets. Post divestment and 
rights issue, its net gearing remains modest at ~33%, giving >SGD300m 
headroom for acquisitions (assuming 40% is a comfortable level). Management 
said the European hotel market remains attractive, due to relatively higher 
yields and low interest rates. While Singapore remains its preferred market, the 
recent surge in capital values have made yield-accretive acquisitions difficult. 

BUY, DDM-derived TP of SGD1.80. Our DDM is based on CoE of 7.4% (risk-

free rate: 3%) and terminal growth rate of 2%. Despite recent overseas 
acquisitions, CDLHT remains one of the most liquid proxies that offers exposure 
to the recovery in Singapore’s hospitality market. Key risks are an unexpected 
slowdown in global growth impacting corporate demand, and a sharp spike in 
interest rates.  
 
 

 
 

 

Source: Company data, RHB 

0.6 

0.8 

1.0 

1.2 

1.4 

1.6 

1.8 

2.0 

O
c
t-

1
7

D
e
c
-1

7

F
e
b

-1
8

A
p

r-
1
8

J
u

n
-1

8

A
u

g
-1

8

CDL Hospitality Trusts (CDREIT SP)

Price Close

Forecast s and  V aluat ions D ec- 16 D ec- 17 D ec 18 F D ec 19 F D ec 2 0 F

Total turnover (SGDm) 180.9 204.3 216.8 233.5 243.1

Net property income (SGDm) 137.6 151.8 160.4 172.8 180.5

Reported net prof it  (SGDm) 49.3 129.1 152.3 164.9 173.4

Total distributable income (SGDm) 105.5 116.3 120.8 131.4 137.6

DPS (SGD) 0.10 0.09 0.09 0.10 0.10

DPS growth (%) (0.6) (7.8) 0.1 7.3 3.3

Recurring P/E (x) 30.7 14.2 12.2 11.4 10.9

P/B (x) 1.0 1.0 1.0 1.0 1.0

Dividend Yield (%) 6.5 6.0 6.0 6.5 6.7

Return on average equity (%) 3.2 7.0 8.1 8.5 8.7

Return on average assets (%) 1.9 4.5 5.3 5.6 5.8

Interest cover (x) 3.2 4.2 5.1 5.5 5.6

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  
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Figure 1:  DDM valuation  

 
Source: RHB 

 

Figure 2:  Key operating metrics  Figure 3:  Visitor arrivals to Singapore  

  
Source: RHB, Company data Source: Singapore Tourism Board, Company data 

  

Figure 4:  Breakdown of asset value by country Figure 5:  Hotel room supply trend 

 
 

Source: Company data Source: STB, Howrath HTL, Company data 

 
 

 

 

FY18F FY19F FY20F FY21F FY22F Terminal Value

DPU (SGD cts) 9.23 9.90 10.22 10.53 10.74 202.81

Fair value (SGD) 1.80

Current price (SGD) 1.53

Price upside (%) 17.6

Distribution yield (%) 6.0

Assumptions

Risk-free rate (%) 3.0

Beta 0.8

Cost of equity (%) 7.4

Terminal growth (%) 2.0

Operating Performance: 2Q17 3Q17 4Q17 1Q18 2Q18

Avg. Occupancy Rate: (%) 86.2 88.7 83.5 87.6 83.5

Avg. Room Rate: (SGD/night): 180.0 187.0 186.0 183.0 184.0

RevPar: (SGD/night) 155.0 166.0 155.0 161.0 153.0

DPU (SG cts) 2.08 2.29 2.83 2.17 2.14

Capital Management: 2Q17 3Q17 4Q17 1Q18 2Q18

Interest Cover (x) 6.40 7.20 7.30 8.30 7.50

Aggreg. Leverage: (%) 38.7 33.3 32.6 33.2 33.2

Term of Debt: (yrs) 2.3 1.9 2.6 2.1 3.2
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16 October 2018 Property | REITS 

Starhill Global REIT 
BUY 

Target Price: SGD0.80 

Price: SGD0.67 

Turnaround In Sight; BUY; Highest Yield Market Cap: USD1,060m 

Bloomberg Ticker: SGREIT SP 
   
Top Pick in Retail/Office REIT, BUY; TP of SGD 0.80, 19% upside. 
Valuations are compelling at 0.75x P/BV and offering 6.9% FY19F dividend 
yield, highest among office/retail S-REITs. Starhill Global REIT has been 
going through challenging times, hit by tough retail markets in Singapore 
and overseas. However, we believe a turnaround is on the cards with 
stabilisation of Orchard Road retail malls, a pick-up in Singapore office 
rents and asset enhancement completions acting as catalysts. Nearly half 
its rents are derived from master leases which provides income stability.  

 

Share Data  

Avg Daily Turnover (SGD/USD) 1.4m/1m 
52-wk Price high/low (SGD) 0.79 - 0.64 
Free Float (%) 65.3 
Shares outstanding (m)                      2,181  
Estimated Return 19% 

  
Shareholders (%)  

Ytl Corp Bhd                        33.4  

Aia Group Ltd                         7.6  

Vanguard Group                         1.9  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (13.5) (6.3) 2.3  (7.6) (14.1) 

Relative (3.7) (3.4) 8.2  4.8  (6.6) 

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 
Singapore retail operations nearing bottom. Wisma Atria Property has been 

going through a rough, challenging period amidst the general retail slowdown in 
Orchard Road malls. However, with a slight pick-up in retail sentiment and 
limited supply of malls along Orchard Road, we believe downside risks from 
here are minimal. About 36% of mall leases are due for renewal in FY19F and 
we expect slight negative rent reversions (2-5%). But occupancy is expected to 
remain in the high 90%. For Ngee Ann City, Toshin master leases that expire in 
2025 (which accounted for 21.6% of gross rent in FY18) are due for rent review 
in June 2019. The rent review has downside protection (i.e. rents cannot be 
adjusted lower than current rents) with scope for upward revision based on 
current market rentals. 

Expect better performance from office portfolio. Starhill’s SG office portfolio, 

which has been hit mainly by oil & gas tenants downsizing, is starting to show 
good improvement with committed occupancy rates improving 4.3% QoQ to 
95% as at end June 2018. With an improving outlook for office rents island 
wide, we expect a better performance from the office portfolio in FY19/20. 
About 37% of office leases are due for renewal in FY19 for which we expect 
positive reversions of 2-5%. For FY18, office portfolio accounted for 
11.7%/10.7% of Starhill’s total revenue and NPI. 

Overseas portfolio turnaround on completion of asset enhancements. In 

Australia, with the completion of Plaza Arcade redevelopment, anchor tenant 
Uniqlo commenced operations in Aug 2018. In China, the sole and long-term 
tenant Markor International began operations in Chengdu Mall in Mar 2018 and 
should contribute positively for FY19. In Malaysia, Lot 10 rejuvenation has been 
completed with the mall set to benefit from the improved connectivity to the 
newly opened MRT station. The master leases for Malaysian properties are due 
for renewal in June 2019 and we understand the tenant is keen on extending its 
master leases with negotiations ongoing. 

BUY with TP of SGD0.80. Our TP is based on DDM (CoE: 7.5%, TG: 1.0%). 

Key catalysts are a pick-up in the Singapore office portfolio and better 
performance from overseas assets post revamp. Valuations look attractive 
trading at 0.7x P/BV and offering yields of >7%. Key risks are prolonged 
weakness  

 

Source: Company data, RHB 
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Starhill Global REIT (SGREIT SP)

Price Close

Forecast s and  V aluat ions Jun- 17 Jun- 18 Jun 19 F Jun 2 0 F Jun 2 1F

Total turnover (SGDm) 216.4           208.8          215.2           221.6           232.5          

Net property income (SGDm) 166.9           162.2           167.4           172.7            181.3            

Reported net prof it  (SGDm) 100.3           84.2            145.1            156.7            179.7            

Total distributable income (SGDm) 110.4            103.1            108.4           112.5            119.2            

DPS (SGD) 0.05             0.05             0.05             0.05             0.05             

DPS growth (%) (5.0)              (7.5)              6.2               3.9               6.1                

Recurring P/E (x) 14.6             17.3              10.1              9.3               8.1                

P/B (x) 0.7               0.7               0.7               0.7               0.7               

Dividend Yield (%) 7.3               6.8               7.2               7.5                7.9               

Return on average equity (%) 5.0               4.2               7.1                7.5                8.4               

Return on average assets (%) 3.1                2.6               4.5               4.8               5.4               

Interest cover (x) 3.8               3.7               3.7               3.8               3.9               

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  
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Figure 1:  SGREIT's Dividend Discount Model (DDM)-Derived TP   

 

 

Source: RHB  

Figure 2:  Asset Value by Geography as at FY18 Figure 3:  Gross Revenue Mix (4QFY18) 

 
 

*Includes China and Japan properties;  

Source: Company Data 

Source: Company Data 

 
 
 

 
 
 
 
 
 

 
 
 
 
 
 

Figure 4:  Portfolio Lease Expiry Profile Figure 5:  Top 10 Tenants By Gross Rents 

  
Source: Company Data Source: Company Data 

 
  

FY19F FY20F FY21F FY22F Terminal value

DPU (SGD cts) 4.83 5.02 5.33 5.49 84.35

Fair value (SGD) 0.80

Current price (SGD) 0.67

Price upside (%) 19.4

Distribution yield (%) 7.2

Assumptions

Risk-free rate (%) 3.0

Beta 0.7

Cost of equity (%) 7.5

Terminal growth (%) 1.0
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Manulife US REIT 
Buy 

Target Price: USD0.92 

Price: USD0.775 

US Office Fundamentals Still Strong: BUY Market Cap: USD986m 

Bloomberg Ticker: MUST SP 
   
Maintain BUY with TP of SGD0.92 (19% upside); Prospective yields of >7% 
look highly attractive. MUST, through its high-quality portfolio of seven 
class A and trophy office assets across the US, provides excellent 
exposure to a rebounding US economy where office fundamentals remain 
strong. Key catalysts ahead are inorganic growth from recent 
acquisitions, organic growth from built-in rent escalation and reversions, 
and potential asset enhancements. We also note that 100% of its debt is 
hedged until 2019, mitigating the risk of rising borrowing costs. 

 

Share Data  

Avg Daily Turnover (USD/USD) 1.8m/1.3m 
52-wk Price high/low (USD) 0.98 - 0.76 
Free Float (%) 92.6 
Shares outstanding (m)                      1,273  
Estimated Return 19% 

  
Shareholders (%)  

Manulife Financial C                         7.3  

Prudential Plc                         5.3  

DBS Group Holdings                         3.2  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (13.5) (3.1) (9.9) (14.9) (13.0) 

Relative (3.7) (0.2) (4.0) (2.6) (5.5) 

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 
US office outlook still strong. The outlook for office demand in key gateway 

cities remains positive with the continued improvement in the labour market and 
unemployment at record low levels of 3.9%. This is reflected in continued 
positive rent reversions (+7.2% in 1H18) for Manulife US REIT (MUST), stable 
portfolio occupancy (96%) and higher property valuations. Office supply (2018 -
20) across the micro-markets in which its properties are located also remains 
minimal. While we don’t discount the possibility of prolonged trade tensions 
impacting US office demand, the effect on its portfolio is unclear at this juncture. 

Acquisition contributions to fully kick-in from 2H18. Full contribution from 

1750 Pennsylvania Avenue, Washington, D.C. and Phipps Tower, Atlanta will 
take effect in 2H18 post acquisition completion in Jun 2018. The acquisitions 
are mildly yield accretive, but more importantly diversify its tenant base and 
geographical profile and will lengthen its weighted average lease expiry 
(WALE). Looking ahead, management noted it will be selective in its 
acquisitions and will look at assets only if they are highly yield accretive with 
strong portfolio attributes. 

Organic DPU growth from built-in rent escalations. About 94% of MUST’s 

portfolio rents have built-in annual rent escalations and mid-term or periodic 
rental increases which on average will result in 2.1% p.a increase in overall 
portfolio rents. The portfolio also has a long WALE of 6.3 years with <18% of 
leases as percentage of gross rental income due for renewal over the next 
three years. 

Fully hedged debt. USD borrowing costs have been inching up on the back of 

rising rates. Note that 100% of its portfolio debt is fixed (interest cost: 3.3%) 
with no debt maturing until mid-2019. While expectations of more US Federal 
Reserve rate hikes generally have a negative impact on yield instruments like 
REITs, we would point out that the rate hikes are coming on the back of a 
strong labour market which should continue to benefit office demand. The 
strengthening USD should also benefit Asian-currency investors. 

BUY TP of USD0.92.  Our DDM derived TP is based: cost of equity: 8.5%; risk 

free rate of 3.5%; and TG 2%. Key catalysts are continued momentum in US 
economic growth resulting in higher office demand. Key risks are a major 
slowdown in the U.S. economy, ability to retain key tenants, changes to its 
efficient underlying tax structure. 

 
 

 

 

Source: Company data, RHB 

0.6 

0.7 

0.7 

0.8 

0.8 

0.9 

0.9 

1.0 

1.0 

O
c
t-

1
7

D
e
c
-1

7

F
e
b

-1
8

A
p

r-
1
8

J
u

n
-1

8

A
u

g
-1

8

Manulife US REIT(MUST SP)

Price Close

Forecast s and  V aluat ions D ec- 16 D ec- 17 D ec 18 F D ec 19 F D ec 2 0 F

Total turnover (USDm) 48 92 147 165 168

Net property income (USDm) 30 58 91 103 105

Reported net prof it  (USDm) 52 58 58 30 68

Total distributable income (USDm) 22 47 47 37 62

DPS (USD) 0.06 0.06 0.06 0.06 0.06

DPS growth (%) (4.0)             7.0               5.1                2.4               

Recurring P/E (x) 9.4               11.2              11.9              10.8             10.7              

P/B (x) 0.9               0.9               0.9               0.9               0.9               

Dividend Yield (%) 7.4               7.1                7.1                7.6               7.6               

Return on average equity (%) 9.4               6.8               7.9               8.6               8.5               

Return on average assets (%) 5.9               4.2               3.8               4.2               4.2               

Interest cover (x) 11.1               7.1                3.9               3.4               3.4               

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  
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.Figure 1:  DDM Valuation Table  

 

Source: RHB 
 
 
 

 
 
 

Figure 2:  MUST Portfolio Properties   Figure 3: US Office Net Absorption and Occupancy Rate 

 
 

Source: Company  Source: Company  
 

Figure 4:  Rental Income Breakdown By Trade Sector Figure 5:  Portfolio Top 10 Tenants  

 

 
Source: Company  Source: Company  

 
 
 

FY18F FY19F FY20F FY21F Terminal 

Value

DPU (USD Cts) 5.91 6.22 6.36 6.42 101.28

Target price (USD) 0.92

Current Price (USD) 0.78

Price Upside (%) 18.5%

Distribution Yield FY18F (%) 7.6%

Assumptions

Risk-free rate (%) 3.5%

Beta 0.95            

Cost of equity (%) 8.5%

Terminal growth (%) 2.0%
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Cache Logistics Trust 
Buy  

Target Price: SGD0.84 

Price: SGD0.705 

Nearing Inflection Point; BUY Market Cap: USD549m 

Bloomberg Ticker: CACHE SP 
   
BUY, SGD0.84 TP, 19% upside. With the expected bottoming of 
Singapore’s logistics sector by end-2018, we believe Cache is nearing the 
tail end of the DPU downcycle caused by a huge supply influx. 
Contributions from Australian assets should fully kick in from 2H, 
mitigating some of the weakness in its SG portfolio. Its B/S is now 
stronger, with a modest gearing of 35%, which allows some debt 
headroom for acquisitions. Potential upside could come from favourable 
tax treatment of the 51AA rental top-up sum, which may lead to a one-off 
boost in DPU.  

 

Share Data  

Avg Daily Turnover (SGD/USD) 1.3m/0.9m 
52-wk Price high/low (SGD) 0.89 - 0.7 
Free Float (%) 90.3 
Shares outstanding (m)                      1,073  
Estimated Return 19% 

  
Shareholders (%)  

Ara Re Investment Group                         9.2  

Prudential Plc                         5.3  

Vanguard Group                         2.8  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (17.5) (4.7) (9.6) (15.1) (15.6) 

Relative (7.7) (1.8) (3.8) (2.7) (8.0) 

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 Singapore (SG) logistics seeing some stabilisation. While rental rates are 

still under pressure due to a huge influx of warehouse space (~9m sqf) last 
year, supply pressures should taper in 2H18. QoQ, rental reversions are seeing 
a slower fall, indicating stabilising logistics rental rates. Based on CBRE data, 
SG warehouse supply for the next two years is expected to average ~1.9m sqf 
pa, considerably below the past 5-year average of ~5m sqf pa. The incoming 
supply also compares favourably with the past 5-year average demand of 
~3.9m sqf. With supply declining and demand showing signs of picking up, 
pressure on rental rates should slow and start improving by end-2018. 

Diversification and rebalancing into Australian assets to slowly pay off.  

Amidst a competitive home market, Cache Logistics Trust has been actively 
diversifying its exposure to Australia over last the few years. Key merits of such 
diversification are longer Weighted Average Lease Expiry (WALE), freehold 
land tenure, inbuilt rent rate escalations and a similar country risk profile. 
Australia now accounts for 30% of its portfolio (nil until 2015). In February, it 
completed the acquisition of nine Australian assets which will contribute 
positively to numbers in 2H. Separately, over the weekend (12th Oct), Cache 
announced divestment of its only China asset, Jinshan Chemical Warehouse, at 
a 12.5% premium to its latest valuation as a part of its portfolio rebalancing. 

CWT Commodity Hub (CCH) conversion of master leases largely priced in. 

One of Cache’s key assets, CCH (26% of total asset value) has been converted 
from a master lease to a multi-tenancy lease structure, post-expiry of its lease 
term on 12 Apr. CWT will still be the key tenant of the building, occupying 61% 
of the space. Cache has secured leases for another 32% of the remaining 
space, bringing the occupancy rate to ~93%. Management noted that rental 
rates secured so far are similar to expiring master lease gross rental rates.  

Potential one-off item from favourable tax ruling. Pending clarification on tax 

treatment, Cache has retained SGD2.4m of the rental top-up sum (SGD8.2m) 
received from the resolution of 51 Alps Avenue leases last year. A favourable 
ruling in tax transparency treatment (highly likely, in our view) could result in a 
one-off DPU boost of ~SGD 0.0027, or 4% of FY17 DPU.     

BUY, TP of SGD 0.84. Our DDM model is based on CoE of 8.6% (risk-free 

rate: 3%) and a terminal growth assumption of 1%. The key risk to our call is an 
unexpected slowdown in the SG manufacturing sector. Cache offers a 
FY18/19F yield of >8%, which is significantly higher than S-REIT’s ~6.4%. 
 
 
 

 

Source: Company data, RHB 

0.4 

0.5 

0.6 

0.7 

0.8 

0.9 

1.0 

O
c
t-

1
7

D
e
c
-1

7

F
e
b

-1
8

A
p

r-
1
8

J
u

n
-1

8

A
u

g
-1

8

Cache Logistics Trust (CACHE SP)

Price Close

Forecast s and  V aluat ions D ec- 16 D ec- 17 D ec 18 F D ec 19 F D ec 2 0 F

Total turnover (SGDm) 111.3             112.0            116.4            121.0            127.2           

Net property income (SGDm) 88.0            87.3             86.1             90.8            95.4             

Reported net prof it  (SGDm) (24.0)           23.9            77.6             77.8             76.7             

Total distributable income (SGDm) 66.9            64.4            67.2             71.8              77.0             

DPS (SGD) 0.07             0.07             0.06            0.06            0.07             

DPS growth (%) 4.7               (10.9)            (12.3)            5.7                7.0               

Recurring P/E (x) (26.3)           28.9            9.8               9.9               10.1              

P/B (x) 0.9               1.0                0.9               0.8               0.7               

Dividend Yield (%) 10.4             9.3               8.2               8.6               9.2               

Return on average equity (%) (3.4)             3.1                8.8               7.8               6.9               

Return on average assets (%) (1.9)              1.9                5.7                5.4               5.2               

Interest cover (x) 4.0               4.1                4.2               4.3               4.9               

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  
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Figure 1:  DDM-based derivation of TP  

 
Source: RHB 

 
 

Figure 2: Portfolio breakdown by geography*    Figure 3: Cache’s tenant mix   

 

 

 

Source: Company data  Source: Company data 

   

Figure 4:  SG warehouse space – demand and supply  Figure 5: Top 10 tenants by gross income 
 
 
 
 
 

 

 

 
Source: Company data  Source: Company data 

 
 
 

 
 
 
 
 

FY18F FY19F FY20F FY21F Terminal value

DPU (SGD cts) 5.8 6.1 6.5 6.7 88.8

Fair value (SGD) 0.84

Current price (SGD) 0.71

Price upside (%) 19.1

Distribution yield (%) 8.2

Assumptions

Risk-free rate: (%) 3.0

Beta 1.0

Cost of equity (%) 8.6

Terminal growth: (%) 1.0
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OUE Hospitality Trust 
Buy  

Target Price: SGD0.80 

Price: SGD0.695 

Pure Play on Singapore Hospitality; BUY Market Cap: USD918m 

Bloomberg Ticker: OUEHT SP 
   
Maintain BUY with TP of SGD 0.80 (15% upside). OUEHT’s strategically 
located Singapore hospitality portfolio offers investors a good proxy to 
ride the hospitality sector recovery. Performance metrics at both its 
hotels have been showing good improvement since 2H17 with steady 
RevPAR growth. Mandarin Gallery’s performance has also remained 
resilient despite tough retail market conditions. However, there is a slight 
concern on the possibility of a near-term dilutive acquisition of sponsor 
assets should the sponsor chose to divest into the REIT. Despite 
concerns, OUEHT’s dividend yield of >7% looks attractive. 

 

Share Data  

Avg Daily Turnover (SGD/USD) 1m/0.7m 
52-wk Price high/low (SGD) 0.93 - 0.68 
Free Float (%) 51.6 
Shares outstanding (m)                      1,821  
Estimated Return 15% 

  
Shareholders (%)  

Oue Realty Pte Ltd                        37.5  

Gordon Tang                         9.6  

Vanguard Group                         1.7  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (18.2) (2.8) (11.5) (14.2) (13.1) 

Relative (8.4) 0.1  (5.6) (1.9) (5.6) 

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 
Hospitality portfolio – key beneficiary of rebounding RevPAR. OUE 

Hospitality’s (OUEHT) hotel assets Mandarin Orchard Singapore and Crowne 
Plaza Changi Airport (CPCA) registered healthy 1H18 performances with 
overall RevPAR increasing 5.7% YoY. The improvement came mainly from 
higher room rates as hoteliers have started gaining pricing power amidst a 
reduction in hotel supply. We expect RevPAR to continue its upward trajectory 
with a 3-7% increase for FY18/19/20F on limited supply and a positive visitor 
arrival outlook. While CPCA’s master lease income is expected to remain below 
the minimum rent for FY18, we expect the master lease income to exceed the 
minimum rent threshold 2019. Based on our estimates, CPCA’s 1H18 RevPAR 
is currently ~8% below the breakeven minimum rent threshold.  

MG – Showing good resilience. Mandarin Gallery (MG) committed occupancy 

as at end 2Q18 improved to 96.7% ( (+1.7ppt QoQ) with positive rent reversions 
of 5.1%. Considering the challenging retail climate in Singapore, and in 
particular the Orchard area, we think management has done commendable 
work in improving the mall’s occupancy and revamping the tenant mix. 

New management team taking shape. Mr. Chen Yi-Chung Isaac was 

appointed as the acting CEO of the REIT in Jul 2018 with the departure of Mr. 
Chong Kee Hiong. He has been with the company since July 2013 and was the 
Deputy CEO of the REIT prior to his appointment. OUEHT is also on the 
lookout for a new CFO post the departure of Mr Gan Chee Teik in Sep 2018.  

Possible dilutive acquisitions? We note there are market concerns on a 

possible dilutive acquisition of the sponsor’s Oakwood Premier Singapore. 
While we cannot fully discount the possibility of near-term DPU dilution 
considering the recent yield compression and limited debt headroom, we do 
note that OUEHT has been emphasizing that yield accretion will be a key 
consideration for any new acquisitions. Thus the timing and funding structure 
will play a key role in our view. 

Buy with TP of SGD 0.80. Our TP is based on DDM (CoE: 8.1%, TG: 2.0%). 

The stock offers an attractive FY18-20F dividend yield of >7%. Positive surprise 
could come from stronger-than-expected visitor arrival growth (base case: 4-
7%). Key risk is continued strengthening in SGD and a weaker-than-expected 
pick-up in corporate demand. 
 
 

 

 

Source: Company data, RHB 
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OUE Hospitality Trust (OUEHT SP)

Price Close

Forecast s and  V aluat ions D ec- 16 D ec- 17 D ec 18 F D ec 19 F D ec 2 0 F

Total turnover (SGDm) 122.5 131.1 135.7 144.1 149.7

Net property income (SGDm) 107.4 112.7 117.9 125.4 130.6

Reported net prof it  (SGDm) 17.42 75.94 147.28 98.58 103.09

Total distributable income (SGDm) 82.50 92.94 94.98 102.58 107.28

DPS (SGD) 4.59 5.13 5.19 5.55 5.75

DPS growth (%) (29.6) 11.8 1.2 6.9 3.6

Recurring P/E (x) 67.5 16.5 8.6 13.0 12.5

P/B (x) 0.9 0.9 0.9 0.9 0.9

Dividend Yield (%) 6.6 7.4 7.5 8.0 8.3

Return on average equity (%) 1.3 5.5 10.2 6.8 7.1

Return on average assets (%) 0.8 3.4 6.3 4.2 4.3

Interest cover (x) 1.7 3.3 7.3 5.2 5.3

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  

 

 

 

  

 

mailto:vijay.natarajan@rhbgroup.com


 

 

 

OUE Hospitality Trust   Singapore Company Update    

16 October 2018 Property | REITS 

See important disclosures at the end of this report 
26 

  

Figure 1:  OUEHT's TP Based on Dividend Discount Model  

 
Source: RHB 

 

Figure 2:  Singapore Visitor Arrival Trend Figure 3:  Singapore Hotel Supply Pipeline 

  
Source: STB, RHB Source: CDL Hospitality Trusts, Howrath HTL, STB, RHB 

 

 
 

 

FY18F FY19F FY20F FY21F FY22F
Terminal 

value

DPU (SGD cts) 5.19 5.55 5.75 5.77 5.82 84.87

Fair value (SGD) 0.80

Current price (SGD) 0.70

Price upside (%) 15.1

Distribution yield (%) 7.5

Assumptions

Risk-free rate (%) 3.0

Beta 0.9

Cost of equity (%) 8.1

Terminal growth (%) 2.0

Figure 4:   OUEHT’s NPI Breakdown by Assets (2Q18) Figure 5:  OUEHT’s Customer Profile By Geography (2Q18) 

  
Source: OUEHT Source: OUEHT 
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Frasers Centrepoint Trust 
Neutral 

Target Price: SGD2.24 

Price: SGD2.21 

Stable Performer But Challenges Ahead Market Cap: USD1,485m 

Bloomberg Ticker: FCT SP 
   
Maintain NEUTRAL, TP of SGD2.24, 1% upside. While FCT’s key suburban 
malls still deliver a healthy performance despite the tough retail climate, 
we believe most of the positives are factored in. A key near-term 
challenge should be the positioning of CCP, with the expected opening of 
a much bigger Jewel in 2019. On the positive side, the performance of 
NCNW has steadily improved post-AEI. However, smaller malls (Bedok 
Point, Anchor Point) still see pressure in rental and occupancy rates. 
Potential catalysts are yield-accretive acquisitions and divestments of 
smaller assets. Investors can consider buying on weakness. 

 

Share Data  

Avg Daily Turnover (SGD/USD) 1.6m/1.2m 
52-wk Price high/low (SGD) 2.36 - 2.11 
Free Float (%) 57.9 
Shares outstanding (m)                         926  
Estimated Return 1% 

  
Shareholders (%)  

Tcc Assets                        41.9  

Schroders                         4.9  

Vanguard Group                         1.8  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (1.3) (2.6) 0.5  (1.3) 0.9  

Relative 8.5  0.3  6.3  11.0  8.4  

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 AEI to strengthen Causeway Point positioning. Frasers Centrepoint Trust’s  

(FCT) plan to build an Underground Pedestrian Link (UPL) connecting 
Basement 1 of Causeway Point and Woods Square is a positive and necessary 
move to cement the mall’s dominant position in north Singapore. FCT will incur 
a capex of SGD15m, and returns will likely be in the form of higher shopper 
traffic – which should translate to better rental rates. Causeway Point is 
currently FCT’s biggest mall, accounting nearly half of NPI contributions in 
3QFY18. 

Positive rental reversions a reflection of suburban malls’ defensive 
nature. Despite a soft retail environment, FCT’s mall portfolio continues to 

register positive rental reversions, which we believe are driven by its strong 
management team and the dominant positioning of its key suburban malls. For 
its latest quarter, its malls registered positive (+5%) rental reversions, mainly 
driven by Northpoint City North Wing (NCNW) and Changi City Point (CCP).  

Jewel opening could impact shopper traffic in CCP. Jewel Changi Airport 

(Jewel), which is nearly five times the size of FCT’s CCP, will open its doors in 
2019. The mall is located just one MRT stop away from CCP and we expect it 
to become stiff competition for CCP in terms of shopper traffic, particularly 
during weekends. Although Jewel has already secured leases for 90% of the 
mall, we believe securing higher rental rates and maintaining high occupancies 
upon lease expiries ahead for CCP will be a challenge.  

Revamped NCNW performing strongly. Occupancy at NCNW has ramped up 

to 95% post-AEI, with strong rental reversions of the new leases secured. We 
believe there is room for the occupancy rate to grow in coming quarters, as the 
mall has been seeing a steady increase in shopper traffic post-revamp.  

Acquisitions could be the next catalyst. FCT’s gearing remains relatively low 

at 29%, providing ~SGD 500m in debt headroom (assuming a comfortable level 
of 40%). We believe Waterway Point (1/3rd stake owned by sponsor, Frasers 
Centrepoint Ltd) and Northpoint City South Wing are the likely target assets for 
acquisition in the next 1-2 years. It is also looking at third-party assets in 
Singapore, and could potentially expand into Australia at an opportune time. 

NEUTRAL. Our DDM derived TP of SGD2.24 is based on CoE of 7.5% (risk-

free rate: 3%) and TG of 1.75%. Key risks: prolonged weakness in retail 
demand and rising e-commerce trends disrupting traditional retail demand. Key 
re-rating catalysts are yield-accretive acquisitions and a pick-up in retail sales. 

 

Source: Company data, RHB 
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Frasers Centrepoint Trust (FCT SP)

Price Close

Forecast s and  V aluat ions Sep- 16 Sep- 17 Sep  18 F Sep  19 F Sep  2 0 F

Total turnover (SGDm) 183.8           181.6            198.5           203.1           209.0          

Net property income (SGDm) 129.9           129.6           139.2           142.6           146.8           

Reported net prof it  (SGDm) 122.9           193.3           176.7            181.4            187.0           

Total distributable income (SGDm) 108.1            110.6            117.4            120.2           123.9           

DPS (SGD) 0.12             0.12             0.13             0.13             0.13             

DPS growth (%) 1.3                1.2                6.8               2.2               2.8               

Recurring P/E (x) 16.5              10.5              11.5               11.3              11.0              

P/B (x) 1.1                 1.1                 1.1                 1.0                1.0                

Dividend Yield (%) 5.3               5.4               5.8               5.9               6.0               

Return on average equity (%) 6.9               10.3             9.3               9.2               9.2               

Return on average assets (%) 4.7               7.0               6.5               6.5               6.5               

Interest cover (x) 7.2               11.0              11.2              11.4              11.6              

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  
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Figure 1:  Derivation of TP (DDM valuation)  

 
Source: RHB 

Figure 2:  Causeway Point’s proposed UPL Figure 3: Rental reversions remain positive  

 
 

Source: Company data Source: Company data 

 

Figure 4:  NPI by property (3QFY2018) 

 

Figure 5: Portfolio malls occupancy rates (Jun 2017-Jun 
2018) 

  
Source: Company data Source: Company data 

 

DDM FY18F FY19F FY20F FY21F Terminal Value

DPU (SGD cts) 12.71 12.99 13.36 13.61 240.36

Fair value (SGD) 2.24

Current price (SGD) 2.21

Price upside (%) 1.3%

Distribution yield (%) 5.8%

Assumptions

Risk-free rate (%) 3.00%

Beta 0.8

Cost of equity (%) 7.5%

Terminal growth (%) 1.75%
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CapitaLand Commercial Trust 
Neutral  

Target Price: SGD1.80 

Price: SGD1.72 

Rebalancing, Recycling Its Portfolio Market Cap: USD4,670m 

Bloomberg Ticker: CCT SP 
   
Stay NEUTRAL, TP of SGD 1.80 (5% upside). CCT has been actively 
rebalancing its portfolio with divestment of its non-core mature assets 
and adding exposure to core Singapore CBD and overseas. While CBD 
office market rents have picked up sharply since 2H17, the positive 
effects are only likely to filter through into CCT’s DPU from 2H19 onwards. 
This is due to the high expiring rents of the current portfolio. We believe 
prospective dividend yields of 5% are fair and would recommend 
investors seeking income to buy on dips.  

 

Share Data  

Avg Daily Turnover (SGD/USD) 21.1m/15.3m 
52-wk Price high/low (SGD) 2.05 - 1.61 
Free Float (%) 69.9 
Shares outstanding (m)                      3,744  
Estimated Return 5% 

  
Shareholders (%)  

Capitaland Limited                        30.1  

Blackrock                         7.3  

Schroders Plc                         2.7  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (10.9) (2.8) (1.7) (6.5) 3.0  

Relative (1.1) 0.1  4.1  5.8  10.5  

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 
Rebalancing its portfolio. Over the last two years CapitaLand Commercial 

Trust (CCT) has been active in its portfolio rebalancing strategy, divesting 
Twenty Anson, Wilkie Edge and One George Street (50% stake). The proceeds 
have been mainly used to build a stronger core Grade-A CBD portfolio with the 
acquisition of Asia Square Tower-2 and the ongoing CapitaSpring 
redevelopment. CCT also made its maiden overseas foray with the acquisition 
of Galileo, a Grade-A commercial building in the Frankfurt CBD. We see the 
above moves as long-term positive but short-term negative as they will lower 
operational DPU in the near term.  

Positive momentum in office rents but delayed impact on DPU. While office 

rents are on an upward trajectory and expected to continue moving up until 
2020, the impact of higher rents will only start to filter through to DPU growth 
from 2H19 onwards. This is because many of the expiring leases in 2018/19 
were signed during previous 2013/14 cycle and are still 5-10% above the 
average Grade-A CBD rents. However, we do note that management has done 
a commendable job in signing many of the new leases (1H18) above the 
current CBD Grade-A average rents, and there is a good possibility of rental 
reversions turning positive in 2H18. But this is not our current base case 
assumption and we are expecting positive rental reversions only from 2019 
onwards.  

Renewal of HSBC lease a positive, but what next is the key. CCT recently 

announced the one-year lease extension (until Apr 2020) of the whole of the 21 
Collyer Quay building which is currently leased to HSBC. The new lease 
extension is ~36% higher than the existing rents and will contribute positively to 
FY19/20F DPU. However, the key question remains what the manager is likely 
to do after the lease expiry. While divestment is a likely option, the move will 
lead to a further dent in operational DPU if CCT is unable to reinvest the 
proceeds. 

NEUTRAL with TP of SGD 1.80. Our DDM derived TP is based on 7.3% CoE 

and 2.0% TG. Key catalysts are successful redevelopment of CapitaSpring and 
accretive acquisitions. The stock offers FY18F/19F yields of 5.1%/5.3%, which 
is fair in our view. Key risk to our call is a stronger-than-expected surge in office 
demand.  

 

 

Source: Company data, RHB 
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CapitaLand Commercial Trust (CCT SP)

Price Close

Forecast s and  V aluat ions D ec- 16 D ec- 17 D ec 18 F D ec 19 F D ec 2 0 F

Total turnover (SGDm) 298.6          337.5           397.5           401.2           392.1           

Net property income (SGDm) 231.3           265.5           297.6          303.0          291.9           

Reported net prof it  (SGDm) 246.2          264.9          314.3           316.6           320.4          

Total distributable income (SGDm) 269.0          288.1           327.5           338.0          341.9           

DPS (SGD) 0.09            0.09            0.09            0.09            0.09            

DPS growth (%) 5.3               (4.6)             0.9               3.0               0.9               

Recurring P/E (x) 20.7             23.4            20.5             20.3            20.1             

P/B (x) 0.94            0.97             0.96            0.97             0.97             

Dividend Yield (%) 5.3               5.0               5.1                5.3               5.3               

Return on average equity (%) 4.7               4.1                4.7               4.8               4.8               

Return on average assets (%) 3.1                2.8               3.3               3.3               3.2               

Interest cover (x) 4.5               3.7               4.9               4.8               4.3               

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  
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Figure 1:  CCT's Discount-Dividend Model derived TP  

 
Source: RHB 

Figure 2:  Average Rent of Leases Expiring in 2019 Figure 3:  CCT’s Portfolio Occupancy Trend 

     

  
Source: Company Source: Company 

 

Figure 4: NPI Contribution By Property  Figure 5:  Tenant Mix 

    
Source: Company Source: Company 

 

FY18F FY19F FY20F FY21F Terminal Value

DPU (SG cts): 8.74 9.00 9.09 9.16 198.84

Fair Value: 1.80

Current Price: 1.72

Price Upside (%): 5.3

Distribution Yield (%): 5.3

Assumptions:

Risk-free rate(%) 3.0

Beta: 0.8

Cost of Equity (%): 7.3

Terminal Growth (%): 2.0
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Frasers Commercial Trust 
Neutral 

Target Price: SGD1.50 

Price: SGD1.41 

Asset Revamp And Rebalance In Progress Market Cap: USD909m 

Bloomberg Ticker: FCOT SP 
   
Maintain NEUTRAL, TP of SGD1.50, 6% upside. After divesting 55MSCP, 
FCOT has a sturdy balance sheet – which we think could be used to 
acquire the remaining 50% stake in a UK business park. ATP’s revamp 
has been completed, but leasing works are progressing slowly as 
management aims to achieve an optimal tenant mix and rental rates. 
Meanwhile, AEI works in CSCP are expected to be completed by 1Q19. 
With most of the assets in transition, this stock lacks strong near-term 
catalysts. We prefer FCT over FCOT.   

 

Share Data  

Avg Daily Turnover (SGD/USD) 1.9m/1.4m 
52-wk Price high/low (SGD) 1.55 - 1.34 
Free Float (%) 74.7 
Shares outstanding (m)                         889  
Estimated Return 6% 

  
Shareholders (%)  

Tcc Assets                        25.2  

Vanguard Group                         2.1  

Dimensional Fund Adv                         1.8  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (5.4) 0.0  (2.1) (2.8) 0.7  

Relative 4.4  2.9  3.8  9.6  8.2  

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 Further UK expansion likely post recent divestment of 55MSCP. Frasers 

Commercial Trust (FCOT) recently hived off its 55 Market Street car park 
(55MSCP) for SGD216.8m, ie at a hefty 45% premium to its latest valuation and 
will result in a net gain of SGD76.5m. While the sale was made at a very 
attractive price, we note that the latest move will continue to add pressure on its 
operational DPU, which has been impacted by asset enhancement works in its 
other portfolio properties. As a result, FCOT will likely use the proceeds to 
acquire the remaining 50% stake in a UK business park from its sponsor, which 
we deem as a low-hanging fruit. Management is also upbeat on the business 
park’s outlook despite ongoing Brexit concerns. The attractive yields, long 
leases and recent GBP weakness present a good opportunity, in our view.  

At Alexandra Technopark (ATP), AEI done and leasing in progress. 

Comprehensive AEI works in ATP, which commenced last year, were 
completed recently. Management noted that tenants’ response post-revamp 
has been positive so far and is seeing a healthy pick-up in leasing enquiries. 
However, it will remain selective in choosing tenants to maximise asset yield 
and optimise the tenant mix. We also note that the slight micro-market supply in 
the area could dampen rental rate growth for the building. As at end-June, 
occupancy stands at 64.8%. With Hewlett Packard Singapore expected to 
vacate another 93,195 sqf in early Jan 2019, we expect the near-term 
occupancy rate to remain weak, at the ~70% level. 

Revamped China Square Central retail podium (CSCP) to be ready by 
2Q19. Another key asset, CSCP, is undergoing asset enhancement works 

worth SGD38m. The repositioning will result in a 17% uplift in the mall’s NLA to 
75,000 sqf, and is targeted to be completed by 1Q19. The revamped mall will 
have an improved tenant mix focusing on F&B, wellness and services. Post 
enhancements, shopper traffic is expected to pick up post-AEI, aided by the 
completion of neighbouring Capri by Fraser. 

Weakness in Australian portfolio. The committed occupancy rate at Central 

Park is at a low 69.8%, due to the partial relocation of its key tenant, Rio Tinto. 
Caroline Chisholm Centre in Canberra was also hit by higher repair and 
maintenance costs, which resulted in lower NPI in 3QFY18. 

Still NEUTRAL. Our DDM derived TP is based on a CoE of 8% (risk-free rate: 

3%) and terminal growth rate of 1.25%. Key positives are a stable and 
diversified portfolio and upside potential from AEI. Key risks are weak demand 
for office space for Grade-B properties and forex risks. 

 

 

Source: Company data, RHB 
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Frasers Commercial Trust (FCOT SP)

Price Close

Forecast s and  V aluat ions Sep- 16 Sep- 17 Sep  18 F Sep  19 F Sep  2 0 F

Total turnover (SGDm) 156 157 131 143 155

Net property income (SGDm) 116 114 96 105 113

Reported net prof it  (SGDm) 71 111 69 113 101

Total distributable income (SGDm) 78 79 80 87 96

DPS (SGD) 0.10 0.10 0.10 0.10 0.10

DPS growth (%) 0.0 (1.1) 2.4 5.2 (0.1)

Recurring P/E (x) 15.7 10.2 16.8 10.9 12.8

P/B (x) 0.9 0.9 0.9 0.9 0.9

Dividend Yield (%) 7.0 7.0 6.9 7.1 7.4

Return on average equity (%) 5.8 8.6 5.0 7.9 7.1

Return on average assets (%) 3.4 5.2 3.3 5.6 4.9

Interest cover (x) 3.9 5.6 3.7 6.3 5.8

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  

 

 

 

  

 

mailto:vijay.natarajan@rhbgroup.com


 

 

 

Frasers Commercial Trust                                      Singapore Results Review 

16 October 2018 Property | REITS 

See important disclosures at the end of this report 
32 

  

Figure 1: DDM valuation   

 
Source: RHB 

 
 

Figure 2:  Portfolio composition by asset value  Figure 3:  FCOT’s top 10 tenants 

 
 

*Based on FCT’s 50% stake; ^ Classified as asset held for sale as at end Jun 

Source: Company data 

Source: Company data 

 

Figure 4:   Revamped ATP has a new amenity hub Figure 5: CSCP’s revamped retail podium 

  
Source: Company data Source: Company data 

  
 

FY18F FY19F FY20F FY21F Terminal value

DPU (SGD cents) 9.71 9.94 10.46 10.45 157.86

Fair Value (SGD) 1.50

Current price 1.41

Price upside (%) 6.2%

Distribution yield (%) 6.9%

Assumptions

Risk-free rate (%) 3.0%

Beta 0.9

Cost of equity (%) 8.0%

Terminal growth (%) 1.25%
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Suntec REIT 
Neutral  

Target Price: SGD1.90 

Price: SGD1.78 

Making Steady Progress Market Cap: USD3,443m 

Bloomberg Ticker: SUN SP 
   
Maintain NEUTRAL and SGD1.90 TP, 7% upside. Suntec has been making 
steady progress in redeveloping and revamping its key assets amidst the 
challenging retail market conditions. The positive effects should be 
visible – in terms of DPU growth – from 2020 onwards, by which time the 
projects should be completed. However, its near-term DPU outlook 
remains flattish due to the challenging market and additional capex 
incurred for redevelopment works. The stock’s current valuations are fair, 
in our view, considering the muted near-term outlook.  
  

 

Share Data  

Avg Daily Turnover (SGD/USD) 13.5m/9.8m 
52-wk Price high/low (SGD) 2.25 - 1.63 
Free Float (%) 72.3 
Shares outstanding (m)                      2,667  
Estimated Return 7% 

  
Shareholders (%)  

Raffles Investments                        10.1  

Gordon Tang                         9.6  

Tang Celine                         7.8  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (17.2) (4.3) (3.3) (6.3) (6.8) 

Relative (7.4) (1.4) 2.6  6.0  0.7  

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 Asset redevelopments in progress, catalysts to kick in from 2020. Suntec 

REIT is embarking on the development of two projects: one each in Singapore 
and Australia. Works at 9 Penang Road (30% stake – formerly known as Park 
Mall) are on track for completion by 2019. The 477 Collins Street (477CS) 
project in Australia is on schedule for completion by mid-2020. Pre-commitment 
levels for 477CS stand at ~55% (with heads of agreements signed for an 
additional 5% of NLA), well ahead of its completion. The completion of both 
projects should start contributing to the bottom line from 2020 onwards. 

Suntec City upgrades timely and necessary. Suntec is embarking on the 

upgrade its flagship asset – Suntec City office towers – which encompass the 
upgrading of lift lobbies and washrooms at every level. Works are expected to 
commence in 4Q18 and be completed by end-2021. The total estimated capex: 
SGD55m. The REIT manager is also working on the reconfiguration of retail 
spaces at North Wing in Suntec City, which should result in an 11% increase in 
NLA (~20,000 sqf). We believe the asset enhancement initiatives are timely to 
fend off increasing competition from newer assets in the central business and 
Marina Bay districts.   

Expanding Australian presence amidst tight Singapore conditions. In May, 

Suntec completed the 50% acquisition of Southgate Complex, Melbourne. We 
believe the REIT is also keen to buy the remaining 50% stake should the 
vendor decide to sell. Suntec’s Australian assets account for 13% of net 
property income (NPI) as at 2Q18, and are set to increase further with the 
completion of 477CS and purchase of additional stakes in Southgate Complex.  

Strong contributions from Suntec Singapore International Convention & 
Exhibition Centre. The conventions segment – which accounted for 10% of 

2Q18’s total NPI – registered a healthy performance: revenue and NPI 
registering 31% and 111% YoY increases on more events being hosted. The 
outlook remains positive, with a strong events pipeline calendar for meetings, 
incentives, conferences and exhibitions in Singapore. 

Maintain NEUTRAL and SGD1.90 TP, 7% upside. Our DDM derived TP is 

based on cost of equity of 7.5% (risk-free rate: 3%) and TG assumptions of 2%. 
Key share price catalysts are the successful completion of asset enhancements 
and yield-accretive acquisitions. Key risk is a prolonged downturn in 
Singapore’s office and retail markets. 

 
 

 

Source: Company data, RHB 
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Suntec REIT (SUN SP)

Price Close

Forecast s and  V aluat ions D ec- 16 D ec- 17 D ec 18 F D ec 19 F D ec 2 0 F

Total turnover (SGDm) 328.6 354.2 363.1 369.6 401.7

Net property income (SGDm) 224.6 244.5 248.9 253.4 275.4

Reported net prof it  (SGDm) 261.29 229.01 267.82 273.76 293.17

Total distributable income (SGDm) 253.73 234.02 237.34 243.09 262.35

DPS (SGD) 0.10 0.10 0.10 0.10 0.11

DPS growth (%) 0.0 0.0 1.1 1.3 6.1

Recurring P/E (x) 18.3 21.1 19.1 18.8 17.6

P/B (x) 0.83 0.83 0.82 0.82 0.82

Dividend Yield (%) 5.6 5.6 5.7 5.8 6.1

Return on average equity (%) 4.8 4.1 4.7 4.7 5.0

Return on average assets (%) 2.9 2.5 2.8 2.9 3.0

Interest cover (x) 2.7 2.5 1.6 1.5 1.6

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  
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Figure 1: Suntec's DDM Valuation  

 
Source: RHB 

 

Figure 2:  NPI Contributions by Segment (2Q18) Figure 3:  NPI Contributions by Asset  

 
 

Source: Company data Source: Company data 

 

Figure 4:  Suntec City Office Tower Upgrading Figure 5: Singapore Retail Supply Pipeline  

 
 

 

Source: Company Source: CBRE, RHB  
 
 
 
 

DDM FY18F FY19F FY20F FY21F Terminal Value

DPU (SGD cts) 10.11 10.24 10.87 11.09 206.34

Fair value (SGD) 1.90

Current price (SGD) 1.78

Price upside (%) 6.7

Distribution yield (%) 5.2

Total return (%) 11.9

Assumptions

Risk-free rate (%) 3.0

Beta 0.8

Cost of equity (%) 7.5

Terminal growth (%) 2.0



 

 

 

              Singapore Company Update 

  

See important disclosures at the end of this report 
35 

  

16 October 2018 Property | REITS 

CapitaLand Mall Trust 
Neutral  

Target Price: SGD2.14 

Price: SGD2.08 

Active Efforts In Challenging Retail Market Market Cap: USD5,589m 

Bloomberg Ticker: CT SP 
   
Stay at NEUTRAL with TP of SGD2.14 (3% upside). Valuations seem fair 
with FY18F yield of 5.5% and P/BV of 1.1x. CMT’s malls have been holding 
up well despite the tough retail environment thanks to active management 
efforts in revamping the tenant and trade mix. But the outlook remains 
challenging with more supply coming on-stream. Potential equity raising 
to partly fund the Westgate acquisition also remains an overhang. Key 
game changer ahead is the successful transformation of Funan – which is 
positioned as the mall of the future. Prefer FCT for retail exposure. 

 

Share Data  

Avg Daily Turnover (SGD/USD) 24.2m/17.6m 
52-wk Price high/low (SGD) 2.25 - 1.95 
Free Float (%) 65.5 
Shares outstanding (m)                      3,549  
Estimated Return 3% 

  
Shareholders (%)  

CapitaLand Limited                        28.2  
Blackrock                         7.1  
NTUC Enterprise                         5.0  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (2.3) (2.3) (1.9) 0.0  1.5  

Relative 7.5  0.6  4.0  12.3  9.0  

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 Positive efforts despite sluggish retail climate. Rents in CapitaLand Malls 

Trust (CMT) malls have been holding up with 1H18 portfolio rent reversion of 
+0.8%. We attribute this to management’s active efforts in repositioning tenant 
and trade mix across its malls. CMT has also been able to keep costs in check 
which has resulted in a slight improvement in NPI margins. However, increasing 
competition from new malls opening in 2018/19 is likely to cap any rent growth 
ahead and as such we expect retail rents to remain flattish for the next two 
years. 

Supply pressures remain. CBRE data indicates c.2.5m sqft (5% of inventory) 

of retail supply is expected to come on-stream in 2018-20. This translates to 
~0.83m sqft p.a of supply, higher than the 10-year average net demand of 
~0.68m sqft. Nearly 3/4th of the retail supply is in the fringe and suburban areas, 
posing more direct competition to some of CMT’s suburban malls. While recent 
monthly retail sales data points to a slight uptick in demand, we note that on-
the-ground sentiment among retailers and retail landlords remains cautious 
amidst high incoming supply and a volatile global macro environment. 

Potential fund-raising overhang. CMT in Aug 2018 announced the proposed 

acquisition of the remaining 70% stake in the Westgate mall from its sponsor for  
SGD789.6m. While CMT’s gearing remains low at 33.5% as at 1H18 and it has 
debt headroom to fully fund it via debt (~36% gearing assuming 100% debt), 
management has previously stated it would like to keep its gearing levels low to 
maintain its credit ratings. Thus we don’t discount the possibility of partly 
funding the deal via equity. The deal is subject to unit holders approval at an 
EGM to be held on 25 Oct. 

Funan – the potential re-rating catalyst. Construction work in Funan is 

progressing well with the mall expected to open ahead of schedule in 2Q19 
(initial target 4Q19). About 70%/60% of the leases for retail/office space have 
been taken up, including ones in advanced negotiations. We understand that 
average rents for retail leases are in the low teens. With additional funds from 
the divestment of the serviced residence component, management expects to 
better its initial yield on cost target of 6.5%. We also see the possibility of 
divesting the office component near term. This could further enhance yields. 

NEUTRAL; TP SGD2.14. Our DDM derived TP is based on CoE: 7.1%, 

Terminal Growth: 1.5%. Key re-rating catalysts are a better-than-expected pick-
up in retail consumption, successful transformation of Funan, and accretive 
asset acquisitions. Key risk is slower-than-expected economic growth resulting 
in weak retail demand. 

 
 

 

Source: Company data, RHB 
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CapitaLand MallTrust (CT SP)

Price Close

Forecast s and  V aluat ions D ec- 16 D ec- 17 D ec 18 F D ec 19 F D ec 2 0 F

Total turnover (SGDm) 689.7          682.5          727.1            774.6           800.1           

Net property income (SGDm) 479.7           478.2          512.0           544.7           561.3           

Reported net prof it  (SGDm) 469.4          657.6           500.1           522.1           539.8          

Total distributable income (SGDm) 394.3          395.8          402.9          418.5           433.5          

DPS (SGD) 0.11              0.11              0.11              0.12             0.12             

DPS growth (%) 0.5               0.3               1.8                3.9               3.6               

Recurring P/E (x) 15.7              11.2              14.8             14.1              13.7              

P/B (x) 1.10              1.06             1.05              1.04             1.02             

Dividend Yield (%) 5.4               5.4               5.5                5.7                5.9               

Return on average equity (%) 7.0               9.5               7.1                7.3               7.5                

Return on average assets (%) 4.5               6.3               4.5               4.7               4.8               

Interest cover (x) 4.2               4.2               3.8               4.0               4.2               

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  
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Figure 1:  CMT – Fair value based on Dividend Discount Model  

 
Source: RHB, Company 

 

Figure 2:  NPI contribution from malls (1H18) Figure 3:  Singapore Retail Supply  

 
 

Source: Company data Source: Company data 

 
 

Figure 4: Rental reversions (1H18) Figure 5:  Portfolio lease expiry profile  

  
Source: Company data Source: Company data 

 

FY18F FY19F FY20F FY21F Terminal value

DPU (SGD cts) 11.36 11.80 12.22 12.64 228.08

Fair value (SGD) 2.14

Current price (SGD) 2.08

Price upside (%) 2.9

Distribution yield (%) 5.5

Assumptions

Risk-free rate (%) 3.0

Beta 0.8

Cost of equity (%) 7.1

Terminal growth (%) 1.5
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Keppel REIT 
Neutral   

Target Price: SGD1.07 

Price: SGD1.12 

No Immediate Catalysts Despite Office Momentum Market Cap: USD2,768m 

Bloomberg Ticker: KREIT SP 
   
Maintain NEUTRAL and SGD1.07 TP, 4% downside. Despite strong leasing 
momentum in Singapore’s office sector, we do not expect the positive 
impact to be immediately felt on Keppel REITs DPU. This is due to 
negative rent reversion in prior years and tapering off of rental support. 
311SS’ contributions will only start kicking in from 2020, while progress 
payments via debt will slightly increase its interest expenses. With 
gearing close to 40%, we do not rule out the possibility of an equity fund-
raising. Share buybacks will likely limit potential downsides.  

 

Share Data  

Avg Daily Turnover (SGD/USD) 8.4m/6.1m 
52-wk Price low/high (SGD) 1.33 - 1.08 
Free Float (%) 53.9 
Shares outstanding (m)                      3,407  
Estimated Return -4% 

  
Shareholders (%)  

Keppel Corp Ltd                        46.0  

Vanguard Group                         1.8  

Dimensional Fund Adv                         1.2  
  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (11.1) (5.1) (2.6) (8.2) (5.5) 

Relative (1.3) (2.2) 3.3  4.1  2.0  

Source: Bloomberg 

 
 

 

Source: Bloomberg 

 

 

 

 Despite healthy increases in Grade-A YTD office rent (CBRE data: +7%), 

we expect rent reversions for Keppel REIT’s portfolio to be in the mid single 
digits for 2018. This is due to the high rent secured during 2013-2014’s peaks 
for the expiring leases. The REIT noted that rent for the expiring leases are in 
the SGD8.50-12psf/month range. By comparison, the current average Grade-A 
office central business district rent currently stands at SGD10.45psf. Keppel 
REIT’s overall portfolio occupancy as at 3Q18 stands at 98.0% (2Q18: 99.7%) – 
the dip YTD is on tenant movements in Australia and Singapore. Management 
noted during recent briefing that new replacement tenants have been signed for 
majority of leases, which should lift occupancy levels in coming quarter. 

Rental support tapering off: impacting DPU. Keppel REIT has ~SGD5m in 

rental support income remaining (end-3Q18) that ends by 2019. For FY17, it 
distributed SGD12.8m (-23.4% YoY) – we expect it to be 33% lower in 2018.  

311 Spencer Street (311SS) to only start contributing by 2020. In Jul 2017, 

Keppel REIT announced a 50% stake acquisition of a premium office tower to 
be developed at 311SS, Melbourne. Construction is progressing on schedule 
and is slated for completion by 4Q19. The aggregate purchase consideration 
was AUD347.8m (~SGD362.4m). The REIT has paid ~SGD150m so far, with 
the remainder to be paid progressively. Upon completion, the building will be 
fully leased by the Assistant Treasurer for the State of Victoria on a 30-year net 
lease, with average rental yield for the first 15 years at 6.4%. 

Potential fund-raising on the cards? The aforementioned acquisition 

payment will be progressively done via a combination of debt and cash. With 
Keppel REIT’s (3Q18) gearing at 39.1%, the increased borrowings are 
expected to bring gearing slightly higher than 40% levels, and closer to its max 
gearing limit of 45%. With Singapore Grade-A office properties being transacted 
at yields of ~3-4%, the limited debt headroom also reduces the yield-accretive 
acquisition potential. Consequently, we believe management could potentially 
look at equity fund-raising options to lower gearing at an opportune time. 

Share buybacks limit downside. Management feels the share price is cheap 

in terms of P/BV and bought back nearly 5.3m shares in August in the 
SGD1.16-1.19 price range.  

NEUTRAL with a SGD1.07 TP. Our TP is based on DDM model (COE: 7.1%, 

risk free rate: 3%, TG: 2%). Key catalysts are stronger office demand and 
continue fund flows into the REIT sector. Key risks are dilutive fund-raising and 
unexpected slowdowns in office sector demand. 

 
 

 

Source: Company data, RHB 

0.8 

0.9 

1.0 

1.1 

1.2 

1.3 

1.4 

O
c
t-

1
7

D
e
c
-1

7

F
e
b

-1
8

A
p

r-
1
8

J
u

n
-1

8

A
u

g
-1

8

Keppel REIT(KREIT SP)

Price Close

Forecast s and  V aluat ions D ec- 16 D ec- 17 D ec 18 F D ec 19 F D ec 2 0 F

Total turnover (SGDm) 161 165 165 169 179

Net property income (SGDm) 128 131 133 135 136

Reported net prof it  (SGDm) 258 180 225 228 203

Total distributable income (SGDm) 208 191 196 193 218

DPS (SGD) 0.06 0.06 0.06 0.06 0.06

DPS growth (%) (6.3) (11.2) 1.5 (2.7) 11.8

Recurring P/E (x) 14.3 21.0 17.0 17.0 19.3

P/B (x) 0.7 0.7 0.7 0.7 0.7

Dividend Yield (%) 5.7 5.1 5.1 5.0 5.6

Return on average equity (%) 5.3 3.7 4.4 4.3 3.8

Return on average assets (%) 3.4 2.4 2.9 2.8 2.5

Interest cover (x) 3.2 3.1 3.0 2.9 2.9

Our vs consensus EPS (adjusted) (%)

Analyst 

Vijay Natarajan 

+65 6232 3872 

vijay.natarajan@rhbgroup.com  
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Figure 1: Keppel REIT – fair value based on DDM  

 
Source: RHB, Bloomberg, Company data 

 

Figure 2:  9M18 income contributions by property Figure 3: Portfolio Occupancy  

  
Source: Company data Source: Company Data 

 
 

 

Figure 4: Lease Expiry Profile – as at 3Q18 Figure 5:  Tenant Mix by Sector 

 
 

Source: Company data Source: Company data 

 
 
 

DDM FY18F FY19F FY20F FY21F FY21F Terminal Value

DPU (SGD cts) 5.74 5.59 6.24 6.75 7.19 112.00

Fair value (SGD) 1.07

Current price (SGD) 1.12

Price upside (%) -4%

Distribution yield (%) 5.1%

Assumptions

Risk-free rate (%) 3.0

Beta 0.8

Cost of equity (%) 7.1

Terminal growth (%) 2.0
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RHB Guide to Investment Ratings 
 
Buy: Share price may exceed 10% over the next 12 months 
Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain 
Neutral: Share price may fall within the range of +/- 10% over the next 12 months  
Take Profit: Target price has been attained. Look to accumulate at lower levels 
Sell: Share price may fall by more than 10% over the next 12 months 
Not Rated: Stock is not within regular research coverage 
 

Investment Research Disclaimers 

RHB has issued this report for information purposes only. This report is intended for circulation amongst RHB and its affiliates’ clients generally or such 

persons as may be deemed eligible by RHB to receive this report and does not have regard to the specific investment objectives, financial situation and 

the particular needs of any specific person who may receive this report.  This report is not intended, and should not under any circumstances be construed 

as, an offer or a solicitation of an offer to buy or sell the securities referred to herein or any related financial instruments. 

This report may further consist of, whether in whole or in part, summaries, research, compilations, extracts or analysis  that has been prepared by RHB’s 

strategic, joint venture and/or business partners. No representation or warranty (express or implied) is given as to the accuracy or completeness of such 

information and accordingly investors should make their own informed decisions before relying on the same. 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 

country or other jurisdiction where such distribution, publication, availability or use would be contrary to the applicable laws or regulations. By accepting 

this report, the recipient hereof (i) represents and warrants that it is lawfully able to receive this document under the laws and regulations of the jurisdiction 

in which it is located or other applicable laws and (ii) acknowledges and agrees to be bound by the limitations contained herein. Any failure to comply with 

these limitations may constitute a violation of applicable laws. 

All the information contained herein is based upon publicly available information and has been obtained from sources that RHB believes to be reliable and 

correct at the time of issue of this report. However, such sources have not been independently verified by RHB and/or its affiliates and this report does not 

purport to contain all information that a prospective investor may require. The opinions expressed herein are RHB’s present opinions only and are subject 

to change without prior notice. RHB is not under any obligation to update or keep current the information and opinions expressed herein or to provide the 

recipient with access to any additional information. Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, as to the 

adequacy, accuracy, reliability, fairness or completeness of the information and opinion contained in this report. Neither RHB (including its officers, 

directors, associates, connected parties, and/or employees) nor does any of its agents accept any liability for any direct, indirect or consequential losses, 

loss of profits and/or damages that may arise from the use or reliance of this research report and/or further communications given in relation to this report. 

Any such responsibility or liability is hereby expressly disclaimed. 

Whilst every effort is made to ensure that statement of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion 

and other subjective judgments contained in this report are based on assumptions considered to be reasonable and must not be construed as a 

representation that the matters referred to therein will occur. Different assumptions by RHB or any other source may yield substantially different results 

and recommendations contained on one type of research product may differ from recommendations contained in other types of research. The 

performance of currencies may affect the value of, or income from, the securities or any other financial instruments referenced in this report. Holders of 

depositary receipts backed by the securities discussed in this report assume currency risk. Past performance is not a guide to future performance. Income 

from investments may fluctuate. The price or value of the investments to which this report relates, either directly or indirectly, may fall or rise against the 

interest of investors. 

This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment 

decision. The recipient of this report is making its own independent assessment and decisions regarding any securities or financial instruments referenced 

herein. Any investment discussed or recommended in this report may be unsuitable for an investor depending on the investor’s specific investment 

objectives and financial position. The material in this report is general information intended for recipients who understand the risks of investing in financial 

instruments. This report does not take into account whether an investment or course of action and any associated risks are suitable for the recipient. Any 

recommendations contained in this report must therefore not be relied upon as investment advice based on the recipient's personal circumstances. 

Investors should make their own independent evaluation of the information contained herein, consider their own investment objective, financial situation 

and particular needs and seek their own financial, business, legal, tax and other advice regarding the appropriateness of investing in any securities or the 

investment strategies discussed or recommended in this report. 

This report may contain forward-looking statements which are often but not always identified by the use of words such as “believe”, “estimate”, “intend” 

and “expect” and statements that an event or result “may”, “will” or “might” occur or be achieved and other similar expressions. Such forward-looking 

statements are based on assumptions made and information currently available to RHB and are subject to known and unknown risks, uncertainties and 

other factors which may cause the actual results, performance or achievement to be materially different from any future results, performance or 

achievement, expressed or implied by such forward-looking statements. Caution should be taken with respect to such statements and recipients of this 

report should not place undue reliance on any such forward-looking statements. RHB expressly disclaims any obligation to update or revise any forward-

looking statements, whether as a result of new information, future events or circumstances after the date of this publication or to reflect the occurrence of 

unanticipated events. 

The use of any website to access this report electronically is done at the recipient’s own risk, and it is the recipient’s sole responsibility to take precautions 

to ensure that it is free from viruses or other items of a destructive nature. This report may also provide the addresses of, or contain hyperlinks to, 

websites. RHB takes no responsibility for the content contained therein. Such addresses or hyperlinks (including addresses or hyperlinks to RHB own 

website material) are provided solely for the recipient’s convenience. The information and the content of the linked site do not in any way form part of this 

report. Accessing such website or following such link through the report or RHB website shall be at the recipient’s own risk. 

This report may contain information obtained from third parties. Third party content providers do not guarantee the accuracy, completeness, timeliness or 
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availability of any information and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results 

obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of 

merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, 

compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in 

connection with any use of their content.  

The research analysts responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or 

her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and autonomously. 

The research analysts that authored this report are precluded by RHB in all circumstances from trading in the securities or other financial instruments 

referenced in the report, or from having an interest in the company(ies) that they cover. 

RHB and/or its affiliates and/or their directors, officers, associates, connected parties and/or employees, may have, or have had, interests in the securities 

or qualified holdings, in subject company(ies) mentioned in this report or any securities related thereto and may from time to time add to or dispose of, or 

may be materially interested in, any such securities. Further, RHB and/or its affiliates may have, or have had, business relationships with the subject 

company(ies) mentioned in this report and may from time to time seek to provide investment banking or other services to the subject company(ies) 

referred to in this research report. As a result, investors should be aware that a conflict of interest may exist. 

The contents of this report is strictly confidential and may not be copied, reproduced, published, distributed, transmitted or passed, in whole or in part, to 

any other person without the prior express written consent of RHB and/or its affiliates. This report has been delivered to RHB and its affiliates’ clients for 

information purposes only and upon the express understanding that such parties will use it only for the purposes set forth above. By electing to view or 

accepting a copy of this report, the recipients have agreed that they will not print, copy, videotape, record, hyperlink, download, or otherwise attempt to 

reproduce or re-transmit (in any form including hard copy or electronic distribution format) the contents of this report. RHB and/or its affiliates accepts no 

liability whatsoever for the actions of third parties in this respect. 

The contents of this report are subject to copyright.  Please refer to Restrictions on Distribution below for information regarding the distributors of this 

report.  Recipients must not reproduce or disseminate any content or findings of this report without the express permission of RHB and the distributors. 

The securities mentioned in this publication may not be eligible for sale in some states or countries or certain categories of investors. The recipient of this 

report should have regard to the laws of the recipient’s place of domicile when contemplating transactions in the securities or other financial instruments 

referred to herein. The securities discussed in this report may not have been registered in such jurisdiction. Without prejudice to the foregoing, the 

recipient is to note that additional disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this 

report. 

The term “RHB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, 

or, in every other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related companies. 

 

RESTRICTIONS ON DISTRIBUTION 

 

Malaysia 

This report is issued and distributed in Malaysia by RHB Research Institute Sdn Bhd. The views and opinions in this report are our own as of the date 

hereof and is subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a 

recipient, our obligations owed to such recipient therein are unaffected. RHB Research Institute Sdn Bhd has no obligation to update its opinion or the 

information in this report.  

 

Thailand 

This report is issued and distributed in the Kingdom of Thailand by RHB Securities (Thailand) PCL, a licensed securities company that is authorised by the 

Ministry of Finance, regulated by the Securities and Exchange Commission of Thailand and is a member of the Stock Exchange of Thailand. The Thai 

Institute of Directors Association has disclosed the Corporate Governance Report of Thai Listed Companies made pursuant to the policy of the Securities 

and Exchange Commission of Thailand. RHB Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate Governance 

Report of Thai Listed Companies. 

 

Indonesia 

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This research does not constitute an offering document and it should not 

be construed as an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, in Indonesia or to any Indonesian citizen or 

corporation (wherever located) or to any Indonesian resident in a manner which constitutes a public offering under Indonesian laws and regulations must 

comply with the prevailing Indonesian laws and regulations. 

 

Singapore 

This report is issued and distributed in Singapore by RHB Research Institute Singapore Pte Ltd  and it may only be distributed in Singapore to accredited 

investors, expert investors and institutional investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as 

amended from time to time. By virtue of distribution to these categories of investors, RHB Research Institute Singapore Pte Ltd  and its representatives are 

not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to disclosure of RHB Research Institute Singapore 

Pte Ltd ’s interest and/or its representative's interest in securities). Recipients of this report in Singapore may contact RHB Research Institute Singapore 

Pte Ltd in respect of any matter arising from or in connection with the report. 
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Hong Kong 

This report is issued and distributed in Hong Kong by RHB Securities Hong Kong Limited (興業僑豐證券有限公司) (CE No.: ADU220) (“RHBSHK”) 

which is licensed in Hong Kong by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) regulated 

activities. Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact RHBSHK. RHBSHK is a wholly owned 

subsidiary of RHB Hong Kong Limited; for the purposes of disclosure under the Hong Kong jurisdiction herein, please note that RHB Hong Kong Limited 

with its affiliates (including but not limited to RHBSHK) will collectively be referred to as “RHBHK.”  RHBHK conducts a full-service, integrated investment 

banking, asset management, and brokerage business.  RHBHK does and seeks to do business with companies covered in its research reports.  As a 

result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this research report.  Investors should 

consider this report as only a single factor in making their investment decision.  Importantly, please see the company-specific regulatory disclosures below 

for compliance with specific rules and regulations under the Hong Kong jurisdiction. Other than company-specific disclosures relating to RHBHK, this 

research report is based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be 

relied on as such. 

 

United States 

This report was prepared by RHB and is being distributed solely and directly to “major” U.S. institutional investors as defined under, and pursuant to, the 

requirements of Rule 15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the “Exchange Act”). Accordingly, access to this report via 

Bursa Marketplace or any other Electronic Services Provider is not intended for any party other than “major” US institutional investors, nor shall be 

deemed as solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the United States and does not offer brokerage services to U.S. 

persons.  Any order for the purchase or sale of the securities discussed herein that are listed on Bursa Malaysia Securities Berhad must be placed with 

and through Auerbach Grayson (“AG”). Any order for the purchase or sale of all other securities discussed herein must be placed with and through such 

other registered U.S. broker-dealer as appointed by RHB from time to time as required by the Exchange Act Rule 15a-6. This report is confidential and not 

intended for distribution to, or use by, persons other than the recipient and its employees, agents and advisors, as applicable. Additionally, where research 

is distributed via Electronic Service Provider, the analysts whose names appear in this report are not registered or qualified as research analysts in the 

United States and are not associated persons of Auerbach Grayson AG or such other registered U.S. broker-dealer as appointed by RHB from time to 

time and therefore may not be subject to any applicable restrictions under Financial Industry Regulatory Authority (“FINRA”) rules on communications with 

a subject company, public appearances and personal trading. Investing in any non-U.S. securities or related financial instruments discussed in this 

research report may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. 

Securities and Exchange Commission. Information on non-U.S. securities or related financial instruments may be limited. Foreign companies may not be 

subject to audit and reporting standards and regulatory requirements comparable to those in the United States. The financial instruments discussed in this 

report may not be suitable for all investors. Transactions in foreign markets may be subject to regulations that differ from or offer less protection than those 

in the United States. 

 

OWNERSHIP AND MATERIAL CONFLICTS OF INTEREST 

Malaysia 

RHB does not have qualified shareholding (1% or more) in the subject company (ies) covered in this report except for: 

a) - 

RHB and/or its subsidiaries are not liquidity providers or market makers for the subject company (ies) covered in this report except for: 

a) - 

RHB and/or its subsidiaries have not participated as a syndicate member in share offerings and/or bond issues in securities covered in this report in the 

last 12 months except for: 

a) - 

RHB has not provided investment banking services to the company/companies covered in this report in the last 12 months except for: 

a) - 

 

Thailand 

RHB Securities (Thailand) PCL and/or its directors, officers, associates, connected parties and/or employees, may have, or have had, interests and/or 

commitments in the securities in subject company(ies) mentioned in this report or any securities related thereto. Further, RHB Securities (Thailand) PCL 

may have, or have had, business relationships with the subject company(ies) mentioned in this report. As a result, investors should exercise their own 

judgment carefully before making any investment decisions. 

 

Indonesia 

PT RHB Sekuritas Indonesia is not affiliated with the subject company(ies) covered in this report both directly or indirectly as per the definitions of affiliation 

above. Pursuant to the Capital Market Law (Law Number 8 Year 1995) and the supporting regulations thereof, what constitutes as affiliated parties are as 

follows:  

1. Familial relationship due to marriage or blood up to the second degree, both horizontally or vertically; 

2. Affiliation between parties to the employees, Directors or Commissioners of the parties concerned; 

3. Affiliation between 2 companies whereby one or more member of the Board of Directors or the Commissioners are the same; 

4. Affiliation between the Company and the parties, both directly or indirectly, controlling or being controlled by the Company; 

5. Affiliation between 2 companies which are controlled, directly or indirectly, by the same party; or 
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6. Affiliation between the Company and the main Shareholders. 

PT RHB Sekuritas Indonesia is not an insider as defined in the Capital Market Law and the information contained in this report is not considered as insider 

information prohibited by law. Insider means: 

a. a commissioner, director or employee of an Issuer or Public Company; 

b. a substantial shareholder of an Issuer or Public Company; 

c. an individual, who because of his position or profession, or because of a business relationship with an Issuer or Public Company, has access to 

inside information; and 

d. an individual who within the last six months was a Person defined in letters a, b or c, above. 

 

Singapore 

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or associated companies do not make a market in any securities covered in this 

report, except for: 

(a) - 

The staff of RHB Research Institute Singapore Pte Ltd and its subsidiaries and/or its associated companies do not serve on any board or trustee positions 

of any issuer whose securities are covered in this report, except for: 

(a) - 

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or its associated companies do not have and have not within the last 12 months had 

any corporate finance advisory relationship with the issuer of the securities covered in this report or any other relationship (including a shareholding of 1% 

or more in the securities covered in this report) that may create a potential conflict of interest, except for: 

(a)  - 

 

Hong Kong 

The following disclosures relate to relationships between RHBHK and companies covered by Research Department of RHBSHK and referred to in this 

research report: 

RHBSHK hereby certifies that no part of RHBSHK analyst compensation was, is or will be, directly or indirectly, related to the specific recommendations or 

views expressed in this research report. 

RHBHK had an investment banking services client relationships during the past 12 months with:  -. 

RHBHK has received compensation for investment banking services, during the past 12 months from:  -. 

RHBHK managed/co-managed public offerings, in the past 12 months for:  -. 

On a principal basis. RHBHK has a position of over 1% market capitalization of:  -. 

 

Additionally, please note the following:  

Ownership and material conflicts of interest:  RHBSHK policy prohibits its analysts and associates reporting to analysts from owning securities of any 

company covered by the analyst.  

Analyst as officer or director: RHBSHK policy prohibits its analysts, and associates reporting to analysts from serving as an officer, director, advisory 

board member or employee of any company covered by the analyst.  

RHBHK salespeople, traders, and other non-research professionals may provide oral or written market commentary or trading strategies to RHB clients 

that reflect opinions that are contrary to the opinions expressed in this research report. 

This research report is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal.  It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 

individual clients.  Clients should consider whether any advice or recommendation in this research report is suitable for their particular circumstances and, 

if appropriate, seek professional advice, including tax advice. 
 

Kuala Lumpur Hong Kong Singapore 

 
RHB Research Institute Sdn Bhd 
Level 3A, Tower One, RHB Centre 

Jalan Tun Razak 
Kuala Lumpur 50400 

Malaysia 
Tel  : +(60) 3 9280 8888 
Fax : +(60) 3 9200 2216 

 
RHB Securities Hong Kong Ltd. 
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Tel  : +(852) 2525 1118 
Fax : +(852) 2810 0908 
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PT RHB Sekuritas Indonesia 
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RHB (China) Investment Advisory Co. Ltd. 
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Shanghai 20041 
China 
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RHB Securities (Thailand) PCL 

10th Floor, Sathorn Square Office Tower 
98, North Sathorn Road, Silom 

Bangrak, Bangkok 10500 
Thailand 

Tel: +(66) 2 088 9999 
Fax : +(66) 2 088 9799 

   
 
 
 
 


