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 Disclaimer 

The information contained in this presentation has been obtained from public sources which Phillip Securities Research Pte Ltd (“PSR”) has no 

reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in 

this presentation are based on such information and are expressions of belief only. PSR has not verified this information and no representation 

or warranty, express or implied, is made that such information or Research is accurate, complete or verified or should be relied upon as such. 

Any such information or Research contained in this presentation is subject to change, and PSR shall not have any responsibility to maintain the 

information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will PSR be liable 

for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made 

available, even if it has been advised of the possibility of such damages. 

  

This presentation is intended for general circulation only and does not take into account the specific investment objectives, financial situation or 

particular needs of any particular person. 

  

You should seek advice from a financial adviser regarding the suitability of the investment product, taking into account your specific investment 

objectives, financial situation or particular needs, before making a commitment to invest in such products. 

 



Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to parties outside the presentation.        
Phillip Securities Research accepts no liability whatsoever with respect to the use of this document or its contents.   

Phillip Securities Research Pte Ltd (A member of PhillipCapital) Co. Reg. No. 198803136N © PhillipCapital 2017.  All Rights Reserved. For internal circulation only. 

Singapore weekly update 

• Maintain Neutral : STI Target 3270 

 

• Macro backdrop 

Pickup in global indicators:  ISM New orders, German IFO,  

KR/TW Exports 

Goldilocks scenario for equities: growth with low inflation 

 

• BUY sustainable yield and property 

 

• Company updates 

 IPO of NetLink Trust 

GLP takeover 
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NetLink NBN Trust (offer price:S$0.81, Listing 19Jul 3pm) 

• Market Cap: S$3.129b ; No of shares: 3.8b; Dividend yield: 5.7% (FY3/19e) 

 

• Revenue (approx.): 60% residential,10% non-resi/co-location, 15% ducts/CO 

 

• Customers: 54% Singtel, 28% Starhub, 12% M1, 5% MyRepublic 

 

• Assets: 76k km fibre, 16.2k km ducts, 30k building/1.4m resi home access, FBO 

License expire 2034 

 

• Positives: 

 Sole provider of residential fibre in SG 

 High operating leverage with 70% EBITDA margin 

 Dividends are tax-exempt 

 EBITDA growing ~7% p.a. over next 2 years (as per prospectus) 

 Assumptions in prospectus look reasonable 

 

 

• Items to take note: 

 Regulated asset base: returns assessed every 5 years 

 Depend on leverage for distribution (Figure: 2); 3.2x debt/EBITDA 

Source: NetLink NBN Trust  prospectus 

Over-allot

Shares Share

 (m)  (m)

Singtel 966 966

Public 2898 3021

3864 3987

Market cap. (S$m) 3130 3230

Figure 1: Share details 

Figure 2: Financial summary  

Dist. DPU Yield EBITDA CFO Capex* FCF

S$m  S$ cts S$m S$m S$m S$m

FY3/18 (8months) 113.3 2.93 5.4% 221.6 140.5 -225.8 -85.3 

FY3/19 179.3 4.64 5.7% 341.9 217.6 -119.6 98.0

 * recurring capex is S$40-60m
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Ascendas REIT 

Growth through rebalancing, 

stability through diversification 
Richard Leow 

Phillip Securities Research Pte Ltd 

17 July 2017 
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Initiation of coverage 

Accumulate, TP: $2.86, Last close: $2.60, FY18e DPU: 15.79 cents 

 52-week range: S$2.20 – S$2.76 

 Market cap: S$7.5 billion 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg 
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1Q 2017 Sector Report (8 May 2017) 
Improving outlook for Industrial rent 

 First sign of occupancy stabilising 

 Upcoming supply tapering in 2018 

 Uptick in industrial activity 
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Source: Bloomberg, SIPMM, PSR 

Figure 11. Purchasing Managers' Index (PMI), March 2017 Figure 12. Industrial Production Index, March 2017

Source: Bloomberg, SIPMM, Phillip Securities Research (Singapore) Source: Bloomberg, EDB, Phillip Securities Research (Singapore)
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Figure 9. Supply pipeline profile, as at 1Q 2017 (million sqm)

Source: JTC, Phillip Securities Research (Singapore)

Figure 10. Space added & Supply for 2017, as at 1Q 2017 (million sqm)

Source: JTC, Phillip Securities Research (Singapore)
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Sector Occupancy Sector Rental Index Supply pipeline profile, as at 1Q 2017 

Purchasing Managers’ Index Industrial Production Index 
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Investment Thesis – Established and diversified platform that 

continues delivering returns 

Established platform with support from Sponsor to deliver consistent returns 

 DPU has grown 3.0% CAGR over five years; DPU expected to be sustainable, 

through prudent management of the portfolio and capital 

Stability through diversification 

 131 properties as at end-March 2017 

 Diversified across property type, geography, lease structures and tenant trade 

sectors 

 No single property accounts for more than 5.4% of gross revenue 

 Diverse source of capital 

Growth through rebalancing 

 Singapore: under continual rebalancing towards higher-value added manufacturing 

 Australia: continue to expand portfolio 

 China: divested in FY17 
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Investment Merits 

Largest Industrial REIT with an improving outlook for Industrial rents 

 Oversupply of Industrial space a concern, but supply is tapering in 2018 

 Uptick in Industrial activity leads us to believe that rent to bottom by 2018 

A ready pipeline of Industrial space from Sponsor 

 No ROFR, but access to pipeline of over S$1 billion of Business & Science Park properties in 

Singapore 

Sizeable Australia platform, tapping on favourable outlook 

 Positive GDP growth expected 

 Robust leasing demand in Sydney and Melbourne; 76% of Australia platform exposure 

Relatively low gearing affords debt headroom for inorganic growth 

 3.0% cost of debt lower than median 3.4% 

 Aggregate leverage of 33.8%, debt headroom to grow AUM by 20% 

Attractive distribution yield 

 6.1% forward yield 
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Investment Risks 

Protracted uncertainty in business sentiment 

 Cautious outlook from tenants and reluctance to renew leases or expand 

 Muted demand for space and pressure on rent 

Disorderly interest rate hikes 

 Faster than expected hike in interest rates, negatively impact income 

available for distribution 

Australia portfolio faces two key risks 

 Unfavourable changes to the withholding tax regime and concentration in 

Logistics & distribution facilities 
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REIT Snapshot 

Largest REIT in the S-REIT universe by market capitalisation, and was the first 

Industrial REIT to be listed 

Backed by Sponsor, Ascendas-Singbridge Group 

 51:49 jointly-owned by Temasek Holdings and JTC Corporation 

 30 year track record in the industry and with a pipeline to over S$1 billion of 

Business & Science Park properties in Singapore 

The Manager, Ascendas Funds Management (S) Limited (AFM) 

 Wholly-owned subsidiary of the Sponsor 

 Three-pronged strategy of (1.) proactive portfolio management, (2.) disciplined 

value-adding investments and (3.) prudent capital & risk management 

The Trustee, HSBC Institutional Trust Services (Singapore) Limited 
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REIT Snapshot 

Singapore portfolio of 103 properties as at end-March 2017 

 S$8.57 billion; 3.03 million sq m 

 Five property types of: 

 (1.) Business & Science Park properties, 

 (2.) Integrated development, amenities & retail properties (IDAR), 

 (3.) Hi-specification industrial properties & data centres, 

 (4.) Light industrial properties & flatted factories and 

 (5.) Logistics & distribution centres 

Australia portfolio of 27 Logistics & distribution centres and one Business 

Park as at end-March 2017 

 S$1.31 billion; 692,000 sq m 
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Investment Thesis 

Established and diversified platform that continues delivering returns 

 Achieving stability through portfolio diversification 

 Diversification by geography and property type 

 Diversification by number of properties  

 Diversification by tenant trade sector and individual tenants 

 Delivering growth through active portfolio rebalancing 

 Rebalancing the Singapore portfolio through inorganic growth 

 Made a sizeable investment in the Australian portfolio 

 Exited from China platform in FY17 
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Investment Thesis 

Diversification by geography and property type 

 Singapore remains home base 

 China portfolio divested during FY17 

 86%/14% split between Singapore and Australia by valuation 

 Five property types, majority of leases are MTB 

 Australia attractive for freehold land and market transparency 

 28 Logistics facilities and one Business Park property 

 Majority are SUA 

 

Source: Company 
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Investment Thesis 

Diversification by number of properties 

 131 properties (end-March 2017) in the portfolio results in largest contributor of 

5.4% to the portfolio gross revenue 

 Top five properties contribute less than 20% of portfolio gross revenue 

 

Source: Company 
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Investment Thesis 

Diversification by tenant trade sector and individual tenants 

 
 Tenants are diversified across more than 20 trade 

sectors 

 3PL and freight forwarding is the largest – 

accounting for 10.6% of portfolio gross revenue 

 

 

 

 1,390 tenants 

 Top 10 tenants account for 20.8% of portfolio gross 

revenue 

 Largest tenant is Singapore Telecommunications 

Ltd – 4.8% of portfolio gross revenue 

 Low single-customer concentration risk 

 Source: Company 

Source: Company 
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Investment Thesis 

Rebalancing the Singapore portfolio through inorganic growth 

 Expanded its exposure to Business & Science Park properties through 12, 14 and 16 Science 

Park Drive (DNV/DSO) 

 65% weighted towards Business & Science Park properties, Hi-specifications industrial 

properties and data centres by valuation 

 Ongoing re-development and AEI projects 

 

 

 

 

 

 Recycling of capital through divestments 

 Divested Four Acres Singapore & 10 Woodlands Link 

Ongoing Singapore re-development projects

Property Remarks Commenced

Estimated

Completion

Estimated

Value (S$ mn)

20 Tuas  Ave 1

(formerly 279 Jln

Ahmad Ibrahim)

Speculative development of 

a  ramp-up 3-storey 

warehouse block. 

Convers ion to MTB

1Q FY17 / 

2Q 2016

4Q FY18 / 

1Q 2018

61.4

50 Kal lang Avenue Façade cladding, 

reconfiguration of spaces , 

l i ft modernisation, new a ir 

conditioning system and 

enlarging windows for 

natura l  l ighting etc.

Convers ion of MTB to Hi -

Specs  SUA

2Q FY17 / 

3Q 2016

1Q FY18 / 

2Q 2017

45.2

Source: Company, PSR
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Investment Thesis 

Made a sizeable investment in the Australian portfolio 

 Foray in 2015, initial platform of 26 Logistics properties across 4 cities: Sydney, Brisbane, 

Melbourne and Perth; A$1.01 billion 

 Has since grown to A$1.26 billion with the addition of two Logistics facilities and a Business 

Park property 

 

Source: Acquisition of Australian Logistics Portfolio Presentation, 18 September 2015 
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Investment Thesis 

Made a sizeable investment in the Australian portfolio 

 Properties of comparable yield that are on freehold land 

 Australia: 6.42%, freehold land 

 Singapore: 6.27%, 46.5 years weighted average land lease expiry 

 Acquisition of Logistics property in Dandenong South, Melbourne after FY17 

 

 

Timeline for Australia portfolio

Date Remarks Acquisition completed

18 Sep 2015 Announced the proposed acquis i tion of 26 logis tics  properties  for A$1,013 

mi l l ion (S$1,013 mi l l ion), expected to complete in 4Q 2015 (3Q FY16) 

Phase 1: 23 Oct 2015

Phase 2: 18 Nov 2015

24 Dec 2015 Announced the proposed acquis i tion of an A$76.6 mi l l ion (S$76.6 mi l l ion) 

logis tics  faci l i ty in Pemulwuy, Sydney (6-20 Clunies  Ross  Street), making i t A-

REIT's  tenth logis tics  property in Sydney and i ts  twenty-seventh in Austra l ia

22 Feb 2016

9 Sep 2016 Announced the acquis i tion of two more properties : a  bus iness  park property 

in Mascot, Sydney (197-201 Coward Street) for A$143.4 mi l l ion (S$145.6 

mi l l ion), and the forward purchase of a  logis tics  property in Dandenong 

South, Melbourne (Stage 4, Power Park Estate) for A$24.8 mi l l ion (S$26.5 

mi l l ion)

Bus iness  park: 9 Sep 2016

Logistics  faci l i ty: 3 Apri l  2017

Source: Company, PSR
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Investment Thesis 

Exited from China platform in FY17 

 Negative impact in FY18e from absence of contribution 

 Took profit at a good price and realised investment gains 

 Divested at capitalisation rates of 5% and realised gains of about 

S$196.5 million over original cost 

 
China divestments in FY17

Divestment

value (S$ mn)

Original

cost (S$ mn)

Divestment gain 

(S$ mn) Completion date

A-REIT Jiashan Logistics  Centre 25.4 21.3 4.1 17-Jun-16

Ascendas  Z-Link 154.9 61.8 93.1 11-Jul -16

A-REIT Ci ty @Jinqiao 221.6 122.3 99.3 1-Nov-16

Source: Company, PSR
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Valuation: Dividend Discount Model (DDM) 

Absolute valuation: S$2.86 

Sources of growth in FY18e 

 Inorganic growth in gross revenue: contributions from two Australian acquisitions completed in 

2Q FY17 and 1Q FY18 and one BP property in Singapore completed in 4Q FY17; offset by 

China divestment 

 Organic growth expected to be muted as Singapore portfolio (~87% by valuation) is currently 

facing oversupply situation 

 Adverse impact on DPU due to dilutive conversion of ECS, which increased the number of 

issued units by ~10% during FY17 

 
Dividend Discount Model

Y/E Mar FY18e FY19e FY20e FY21e FY22e

Forecasted distributions (S$) 0.158   0.162   0.162   0.162   0.163   

PV of forecasted distributions (S$) 0.148   0.142   0.132   0.124   0.117   

Terminal value (S$) 3.06     

PV of terminal value (S$) 2.19     

Price Target (S$) 2.86     

Assumptions

Cost of equity 6.9%

Terminal  growth rate 1.5%

Source: PSR
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Valuation: Peer comparison 

Larger capitalised REITs tend to trade at a premium 

 
Peer relative data (arranged by Mkt. Cap.)

Mkt. Cap.

(S$ mn)

Price

(S$)

Trailing 

P/NAV (x)

12M-trailing

yield (%)

Ascendas  REIT 7,474 2.59 1.26 6.1

Mapletree Industria l  Trust 3,344 1.855 1.32 6.1

Mapletree Logis tics  Trust 2,964 1.185 1.14 6.3

Frasers  Logis tics  & Industria l  Trust 1,592 1.055 1.11 N.A.

AIMS AMP Capita l  Industria l  REIT 948 1.485 1.07 7.4

Viva  Industria l  Trust 876 0.905 1.14 7.9

Cache Logis tics  Trust 843 0.935 1.21 8.0

ESR-REIT 783 0.600 0.95 6.8

Soi lbui ld Bus iness  Space REIT 775 0.740 1.03 8.1

Sabana Shari 'ah Compl iant REIT 479 0.455 0.76 8.5

Average 1.10 7.3

Source: Bloomberg (Updated: 13 July 2017), PSR
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Valuation: Historical relative valuation 

A-REIT traded at a discount to book value only once 

 Below NAV at tail-end of GFC in 2008/2009. 

 Never traded at discount to NAV again – lowest: 1.08x 
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Appendix 
REIT background & operational characteristics 

Trust structure 

 

Source: Company FY17 Annual Report 
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Appendix 
REIT background & operational characteristics 

Capital management 

 Diversified sources of debt with well-spread maturity profile 

 Four sources of debt facilities 

 Average debt maturity profile of 3.3 years as at end-March 2017 

 Strategy of having no more than 20% of debt maturing in any given financial year 

 

 

Source: Company 
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Appendix 
REIT background & operational characteristics 

Capital management 

 Manageable gearing with available debt headroom 

 33.8% gearing, S$2.1 billion headroom, potential to grow AUM 20% 

 Hedging of interest rate exposure 

 78.9% hedged for weighted term of 3.2 years 

 Diversified source of funds 

 Exchangeable collateralised securities (ECS), fully converted in FY17 

 Perpetual securities, S$300 million, 4.75%, semi-annual 

 Consideration Units 

 Placement Units 

 Unit buy-back mandate 

Foreign-sourced income management 

 AUD exposure has been swapped, 12-month rolling basis 
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Appendix 
REIT background & operational characteristics 

Tenant management 

 Healthy portfolio occupancy 

 SG high-80s, consistent with JTC sector-wide 

 Australia higher occupancy due to larger proportion of SUAs 

 

 

 

 

 

 

 

 

 Evenly staggered lease expiry profile, WALE 4.3 years by gross revenue 

(peer median WALE 3.3 years) 
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Appendix 
REIT background & operational characteristics 

Tenant management 

 Singapore portfolio, WALE 4.2 years by gross revenue 

 18.3%/17.1% expiring in FY18/FY19, diversified across all property types 

 Concentration of MTB expiries 

 

 

 

 

Source: Company 
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Appendix 
REIT background & operational characteristics 

Tenant management 

 Australia portfolio, WALE 4.9 years by gross revenue 

 3.4%/11.2% expiring in FY18/FY19, mainly in Sydney and Melbourne 

 Concentration of SUA expiries 

 

Source: Company 
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Recap/ conclusion 

Investment Thesis - Established and diversified platform that continues 

delivering returns 

 Stability through diversification 

 Growth through rebalancing 

Recommendation: Accumulate 

Target Price: $2.86 

Last Close Price: $2.60 

FY18e DPU: 15.79 cents 
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Soilbuild Business Space REIT 

72 Loyang Way a drag to portfolio 

Richard Leow 

Phillip Securities Research Pte Ltd 
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QoQ improvement in occupancy from 91.8% to 92.6% 

 Eightrium back to full occupancy (from 97.9%) and 22.8% occupancy at 72 Loyang Way (from 9.9%) 

Tellus Marine 

 Defaulted at ESR-REIT (21B Senoko Way), consolidated to SBREIT (39 Senoko Way) with new annex block 

completed in November 2016 

72 Loyang Way remains under-utilised 

 Depleted security deposit, converted to multi-tenanted 

 30% waived for O&G tenant, but 70% anchor-tenant must comply 

 

 

 

Soilbuild Business Space REIT 
(Neutral, TP: $0.73, FY17e DPU: 5.66 cents (7.6%), Last: $0.74) 

Results at a glance

(SGD mn) 2Q17 2Q16 YoY Comments

Gross revenue 21.6   19.6   10.1% Bukit Batok Connection acquired in 3Q16 (27 Sep), higher Solaris, Tuas Connection 

and Tellus Marine; offset by lower 72 Loyang Way, West Park BizCentral and 

Eightrium

Net property income 18.7   17.3   8.1% 25.7% higher property expenses

Distributable income 15.4   14.7   4.3% 10.7% higher finance expenses

DPU (cents) 1.466 1.565 -6.3% Effect of larger unit base from 1-for-10 Preferential Offering in 3Q16; payment of 

property and lease management fees in cash in 2Q17 vs. payment in Units in 2Q16

DPU, adj. (cents) 1.51   1.565 -3.3% Assuming payment of property and lease management fees in Units in 2Q17 for 

comparability with 2Q16

Source: Company, PSR
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 Disclaimer 

The information contained in this presentation has been obtained from public sources which Phillip Securities Research Pte Ltd (“PSR”) has no 

reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in 

this presentation are based on such information and are expressions of belief only. PSR has not verified this information and no representation 

or warranty, express or implied, is made that such information or Research is accurate, complete or verified or should be relied upon as such. 

Any such information or Research contained in this presentation is subject to change, and PSR shall not have any responsibility to maintain the 

information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will PSPL be 

liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made 

available, even if it has been advised of the possibility of such damages. 

  

This presentation is intended for general circulation only and does not take into account the specific investment objectives, financial situation or 

particular needs of any particular person. 

  

You should seek advice from a financial adviser regarding the suitability of the investment product, taking into account your specific investment 

objectives, financial situation or particular needs, before making a commitment to invest in such products. 
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