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OUE REIT  

Sound operational performance dragged by financing cost 
 
Singapore| REIT | 1H24 RESULTS 

• Gross revenue for 1H24 met expectations, climbing 5.7% YoY to S$146.7mn. The growth 
was underpinned by a robust rental reversion (office + 11.7% and retail +28.4%) and 
hospitality segment which saw a revenue increase of 12.9% YoY to S$51.7mn. 

• Despite the sound operational performance, with NPI inching up by 1.6% YoY and forming 
48% of our FY24e estimates, DPU declined 11.4% YoY at 46% of our FY24e forecast, 
landing at S$0.93 cents. This weakness was attributed to the rising financing costs 
(+18.5% YoY), higher retention of earnings for working capital (+67% YoY to S$5mn), and 
the payment of 100% base management fees in cash (65% in 1H23). 

• We lowered our DPU by 10% to factor in higher base management fees and proceeds 
released from the divestment of OUE Bayfront for distribution top-up. We reiterate our 
BUY recommendation with an unchanged DDM-TP of S$0.33 and FY24e-25e DPU of 1.85 
to 2.8 cents. We expect FY24e earnings to be supported by the high single-digit rental 
reversion for both retail and office segments, with additional upside captured by the two 
well-positioned hotels. However, DPU may remain stagnant in 2H24 before picking up in 
FY25e, reflecting the fading headwind from financing costs in the upcoming year. 

 
Result at a glance 

Source: Company, PSR  

The Positives 
+ Rental reversion to support earnings. 1H24 ended with a strong rental reversion for both 
the retail and office segments, at 11.7% and 28.4% respectively. The office sector experienced 
a silent flight to quality phenomenon and expansionary demand from the small tech sector 
and foreign businesses. OUE REIT observed increased retention demand for OUE Bayfront. 
Despite competing directly with the new IOI Building, there has been no loss of tenants to 
competitors. Rental reversion for the retail sector was slower, as low rental leases during 
COVID are gradually phasing out. We expect high single-digit rental reversion for both the 
retail and office sectors in FY24e. 
 
+ Strong hotel contribution. Chinese, American, and Indonesian markets rebounded strongly 
in 1H24, contributing c.65% of total hotel revenue. RevPAR for Hilton and Crowne Plaza rose 
by 18.3% and 10.6%, respectively, on the back of successful rebranding and AEI. Forward 
bookings appear strong currently due to various events in 2H24, such as the F1 in September 
and several concerts in October (e.g., Andy Lau, Jay Chou). ADR may moderate due to the high 
base last year, and Aug may be the only month showing outperformance. Overall, we expect 
hotel revenue to increase by 4.7% in FY24e. 
 
+ Strengthened capital position. OUE REIT issued its first investment-grade green notes and 
was 3.2 times oversubscribed, leading to an upsized amount of S$250mn. Pricing tightened 
to 4.10%, reflecting a 25-basis point compression. Aggregate leverage decreased by 0.1 ppt, 
reaching 38.7% as of 2Q24.  
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(S$ '000) 1H24 1H23 YoY

Gross Revenue 146.70 138.80 5.7%

Net Property Income 117.10 115.30 1.6%

DPU (pence) 0.93 1.05 -11.4%

Cost of debt 4.7% 4.5% 4.4%

Gearing 38.7% 38.8% (0.1ppt)

NAV per share 0.60 0.60 -

Revenue from Hospitality 51.70 45.80 12.9% RevPAR increased by 15.8%YoY

Comments
Resilience of Singapore commercial properties and higher hospitality 

sector contributions.

Increased finance costs, higher retention for working capital,+35% 

payment of base management fees in cash

Refinancing 

BUY (Maintained)
LAST CLOSE PRICE 
FORECAST DIV
TARGET PRICE
TOTAL RETURN

COMPANY DATA

BLOOMBERG CODE: OUEREIT SP Equity

O/S SHARES (MN) : 5,493

MARKET CAP (USD mn / SGD mn) : 1124 / 1511

52 - WK HI/LO (SGD) : 0.32 / 0.2

3M Average Daily T/O (mn) : 2.06

MAJOR SHAREHOLDERS

OUE Reality Pte Ltd 22.3%

Tang Gordon 9.1%

PRICE PERFORMANCE (%)

1MTH 3MTH YTD

COMPANY 13.7 7.4 5.7

STTF RETURN 4.1 6.8 9.1

PRICE VS. STTF

Source: Bloomberg, PSR

KEY FINANCIALS

Y/E Dec FY22 FY23 FY24e FY25e

Gross Rev ($mn) 241.5      285.1      299.3      309.8      

Dist. Inc. ($mn) 116.2      115.3      101.6      154.8      

P/NAV (x) 0.47        0.46        0.46        0.46        

DPU (cents) 2.12        2.09        1.85        2.82        

Dist. Yield (%) 7.57        7.46        6.61        10.07      

Source: Company, PSR

VALUATION METHOD

DDM (Cost of Equity:10.2%; Terminal g: 1%)
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The Negative 
- Performance was dragged down by Shanghai.  The occupancy rate for Lippo Plaza improved 
by 0.7% QoQ to 76.2%, while passing rent marginally declined by 0.4% QoQ. With new supply 
for FY24 in CBD reaching a record high of 1.57mn sqm since 2019, amid ongoing economic 
uncertainty and weak demand, the office market remains under pressure.  
 
 
Outlook  
OUE REIT aims to achieve a 40% revenue contribution from the hotel segment by 2028 through 
both organic and inorganic efforts. It is considering an acquisition in Hong Kong with a cap rate 
of approximately 6% and no positive carry. However, given the distressed local bank balance 
sheets, opportunities may arise from fire sales. At the same time, divestment is a top priority, 
with Lippo Plaza Shanghai being a key focus due to the building's age and the need for more 
CAPEX. We believe this could be a turnaround year, as interest rates may ease with the slowing 
US economy. With 61% of its debt at fixed rates, OUE REIT is well-positioned to benefit from 
potential rate cuts. 
  
Maintain BUY with an unchanged TP of S$0.33  
OUE REIT is currently trading at an FY24e dividend yield of 6.6% with an attractive valuation of 
0.47x P/NAV. We reiterate our BUY recommendation with an unchanged DDM-TP of S$0.33 and 
FY24e-25e DPU of 1.85 to 2.8 cents. FY24 DPU will be supported by resilient rental reversion, 
increasing hospitality demand, and an additional S$2.5mn capital top-up in 2H24. 
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Income Statement Balance Sheet

Y/E Dec, (S$’000) FY21 FY22 FY23 FY24e FY25e Y/E Dec, (S$’000) FY21 FY22 FY23 FY24e FY25e

Revenue 249,884        241,507    285,055    299,293    309,831    ASSETS

Property Expense 45,679          44,592       50,088       54,172       56,079       Cash and short term deposit 59,549       49,482       54,225       42,029       46,503       

Net Propetty Income 204,205        196,915    234,967    245,121    253,751     Trade and other receivables 27,028       20,592       22,138       27,208       28,166       

Net financing cost (71,793)         (54,966)     (111,843)   (111,843)   (75,091)     Total current assets 86,577       76,464       79,637       72,511       77,943       

Total return before tax 69,968          298,874    208,258    127,272    173,905    Investment properties 5,409,748 5,539,164 5,630,357 5,630,357 5,630,357 

Tax Expense (14,061)         (11,191)     (12,502)     (12,502)     (3,478)         Trade and other receivables 3,867         4,334         4,805         4,988         5,164         

Net income after Tax 55,907          287,683    195,756    114,770    170,427    Total non-current assets 5,745,944 5,912,641 5,989,074 5,989,244 5,989,415 

Amount to be distributed 131,632        111,626    115,307    101,605    154,826    Total Assets 5,832,521 5,989,105 6,068,711 6,061,756 6,067,359 

Distribution to unitholders 142,032        116,226    115,307    101,605    154,826    

LIABILITIES

Trade and other payables 87,132       76,271       -                   -                   -                   

Loans and borrowings 172,199    327,618    90,340       90,340       90,340       

Per unit data Current tax liabilities 14,594       14,741       16,151       16,151       16,151       

Y/E Dec, (S$) FY21 FY22 FY23 FY24e FY25e Total current liabilities 2,244,006 2,281,738 2,290,681 2,268,966 2,270,472 

NAV (S$) 0.57 0.59 0.60 0.61 0.61 Borrowings 1,813,196 1,721,841 2,055,119 2,055,119 2,055,119 

DPU (S cents) 2.60 2.12 2.09 1.85 2.82 Trade and other payables 38,860       39,878       41,655       42,756       44,262       

Total non-current liabilities 1,967,536 1,862,974 2,184,090 2,162,475 2,163,981 

Cash Flow Total Liabilities 2,244,006 2,281,738 2,290,681 2,268,966 2,270,472 

Y/E Dec, (S$’000) FY21 FY22 FY23 FY24e FY25e

CFO Net assets 3,588,515 3,707,367 3,778,030 3,792,789 3,796,887 

Total return before tax 55,907          287,683    205,779    114,770    170,427    

Adjustments 142,231        (93,599)     16,003       71,306       57,923       

WC changes (3,086)           941             (1,139)        (5,070)        (958)           

Tax paid and interest received (15,749)         (11,615)     (11,253)     (12,502)     (3,478)        

Cash generated from ops 166,801        183,534    213,387    169,605    225,419    

CFI

CAPEX (56,896)         (47,639)     (10,568)     -                   -                   Valuation Ratios

Cashflow from investments 902,523        (30,848)     1,458         31,688       32,191       Y/E Dec, (S$) FY21 FY22 FY23 FY24e FY25e

P/NAV (x) 0.49 0.47 0.46 0.46 0.46

CFF Distribution Yield (%) 9.29 7.57 7.46 6.61 10.07

Proceeds from borrowing 764,973        -                   -                   -                   -                   Growth & Margins (%)

Proceeds from issue of Notes 150,000        150,000    -                   -                   -                   Growth

Interest Paid (66,487)         (65,289)     (85,912)     (102,982)   (90,109)     Revenue -3.4% 18.0% 5.0% 3.5%

Cashflow from financing (1,100,651)   (159,120)   (209,647)   (212,787)   (253,135)   Distributable income -15.2% 3.3% -11.9% 52.4%

DPU -18.5% -1.4% -11.5% 52.4%

Net change in cash (31,327)         (6,434)        5,198         (11,493)     4,474         Key Ratios

Cash at the start of the period 88,508          59,549       49,482       53,522       42,029       ROE 1.5% 7.7% 5.2% 3.0% 9.0%

Ending cash 59,549          49,482       53,522       42,029       46,503       Gearing 34.0% 34.2% 35.4% 35.4% 35.4%

Source: Company, Phillip Securities Research (Singapore) Estimates
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutra l 3

-5% to -20% Reduce 4

< -20% Sel l 5

Ratings History

PSR Rating System

Remarks

We do not base our recommendations  entirely on the  above quanti tative return 

bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  ri sk reward 

profi le, market sentiment, recent rate of share price appreciation, presence or 

absence of s tock price catalysts , and speculative undertones  surrounding the s tock, 

before making our fina l  recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license 
under the Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or 
in part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from 
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express 
or implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained 
in this report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available 
or to supply any corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made 
available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or 
appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not 
be suitable for all investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and 
an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any 
product should not be considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in 
this report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including 
but not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading 
activities. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, 
employees or persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in 
this report, and may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or 
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have 
provided advice or investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or 
options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of 
the foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates 
between US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or 
income return of the investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, 
or persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance 
of this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country 
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to 
any registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report 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. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from 
a professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the 
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion. 
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North 
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection 
with, the analyses or reports; and 

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, 
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports. 

 
 


