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Resilient performance hampered by rising interest rates 
 
Singapore| REIT | 3Q23 UPDATE 

 3Q23 results were within expectations. Gross revenue grew 15% YoY to S$123.4m and 
NPI increased by 9.7% YoY to S$84.6m. Over the past three quarters, results have been 
79.7%/77.9% of our FY23e forecast, respectively. 

 3Q23 DPU declined by 14% YoY to 1.793 Singapore cents, and when considering 1H DPU, 
it was 76.3% of the FY23e forecast. Strong operating performance was offset by higher 
financing cost, FX fluctuation, and higher maintenance fund contribution. 

 We maintain BUY with an unchanged DDM-TP of S$ 1.47. No change to our forecasts. We 
expect Singapore market to be the key revenue driver with double-digit rental reversion 
for the retail side to continue and high single-digit for office sector in FY24e. The current 
share price implies FY23e/24e DPU yields of 6.08%/7.16%. 
 

Operating metrics at glance  

 
Source: SUN, PSR 

The Positive  
+ Positive Rental reversion. Office occupancy rates remain resilient at 97.4% (-1.2% QoQ), 
and the retail portfolio stands at 97.9% (+0.4% QoQ). Suntec City Mall achieved a rental 
reversion of 20.2% in 3Q23, with a 2% YoY increase in foot traffic and a 0.4% YoY rise in sales. 
Suntec convention revenue surged by 87.3% YoY to S$123.4m, driven by a strong recovery 
from MICE (Meetings, Incentives, Conferences, and Exhibitions) and advertising. We expect 
rental reversion to continue trending upwards for the retail sector in FY24e (c.10-15%), and 
Suntec convention is expected to make a full contribution of c.S$10 million in 1Q24e. 
 
+ Divestment on track. SUN is committed to its current divestment plan, aiming to sell strata 
units at Suntec Office Tower 1-3 worth S$100 million by the end of FY23. Selling prices are 
supported by strong demand from end-users and limited supply due to URA's restrictions on 
new developments. By 3Q23, approximately 40% of the divestment plan was completed, with 
prices 20% above book value. This is likely to reduce gearing by 100bps, providing a buffer 
against potential year-end valuation declines. The management expresses confidence in the 
Singapore market and foresees no change in cap rates. While gearing improvement from 
divestment may be offset by overseas asset devaluation, it is expected to remain below the 
45% threshold. 
 
The Negative 
- The cost of debt has increased to 3.78% (+0.14% QoQ, +37% YoY).  Adjusted ICR 
deteriorated to 2.0x (2Q23: 2.1x), capping the regulatory gearing limit at 45%. We expect the 
all-in interest cost in FY24e to creep up to 4.25%. There is no commitment to top-up the 
distributional income using excess cash yet in FY24.  
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(S$ Mn) 3Q23 3Q22 YoY (%) Comments

Gross Revenue 123.4          107.3           15.0%
Higher contribution from Suntec City Office, Suntec City 

Mall and Suntec Convention and The Minster Building

Net Property Income 84.6            77.1             9.7%

JV Income 23.8            29.9             -20.4%
Higher interest expense, rent-free incentives for Southgate 

Complex and weaker AUD against SGD

Cost of debt 3.78% 2.76% 37.0%

Adjusted ICR 2.0x 2.5x -20.0%

DPU 1.79            1.88             -4.8%
Higher financing cost, weaker AUD against SGD and higher 

maintenance fund contribution

NAV 2.09            2.10             -0.3% Divestment of 3 strata units, exchange rate 

BUY (Maintained)
LAST CLOSE PRICE 

FORECAST DIV

TARGET PRICE

TOTAL RETURN

COMPANY DATA

BLOOMBERG CODE: SUN SP Equity

O/S SHARES (MN) : 2,893

MARKET CAP (USD mn / SGD mn) : 2319 / 3183

52 - WK HI/LO (SGD) : 1.46 / 1.1

3M Average Daily T/O (mn) : 5.25

MAJOR SHAREHOLDERS

Raffles Investments Ltd 11.0%

ARA Asset Management Ltd 9.0%

Tang Gordon 8.0%

PRICE PERFORMANCE (%)

1MTH 3MTH YTD

COMPANY (8.2) (12.0) (15.5)

STTF RETURN (4.8) (3.8) (1.3)

PRICE VS. STTF

Source: B loomberg, PSR

KEY FINANCIALS

Y/E Dec FY21 FY22 FY23e FY24e

Gross Rev ($mn) 358.1  427.3  429.2  439.9  

Dist. Inc. ($mn) 247.2  255.5  194.1  230.2  

P/NAV (x) 0.76     0.60     0.51     0.51     

DPU (cents) 8.67     8.88     6.68     7.87     

Dist. Yield (%) 5.38     6.94     6.08     7.16     

Source: Company, PSR

VALUATION METHOD

DDM (Cost of Equity:10.5%; Terminal g: 1%)

LIU  MIAOMIAO (+65 94673476)

Research Analyst

liumm@phillip.com.sg

39.5%

SGD 1.10
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- Weakened overseas markets. UK overall occupancy rate dropped to 93.5% (-6.5% QoQ) and 
Australia slid 1.2% QoQ to 95.54%. Leasing movement in UK and Australia markets were 
crippled by the cautious economic outlook with hampered expansionary drivers. 55 Currie 
Street is expected to have reduction in occupancy rate of 40%. Managements allocated 12 
months to backfill the space and anticipate rental reversion to be flattish but in line with 
market rate.  
 
Outlook 
For Singapore, we expect that the retail and convention components will serve as the primary 
revenue drivers for FY24e. We have also observed a decreasing trend in occupancy costs, 
which supports the potential for higher rental reversion. In the UK office market, it seems to 
have reached its bottom, and we do not foresee any further drops in occupancy rates in 
FY23e. However, the transaction market in Australia remains subdued, characterized by a 
widened price gap between buyers and sellers, which is currently hindering the divestment 
of 177 Pacific Highway in the near term. 
 
Maintain BUY with unchanged DDM target price of S$1.47 
SUN is currently trading at FY23e yields of 6.08% and 0.52x P/NAV. We believe much of the 
downside risk including larger-than-expected expansion in cap rate and slower-than-expected 
divestment have been factored into the current share price. As such, our DDM-TP remains at 
S$1.47 with FY23-24e DPUs of $6.68- 7.87 cents. 
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 Financials  

    
 

 
  

Income Statement Balance Sheet

Y/E Dec, (S$Mn) FY20 FY21 FY22 FY23e FY24e Y/E Dec, (S$Mn) FY20 FY21 FY22 FY23e FY24e

Gross Revenue 315.39       358.07       427.27       429.23       439.88       ASSETS

Expenses (115.51)     (103.44)      (111.52)      (128.77)      (131.97)      Cash and cash equivalents 227.47           268.31       269.61       251.98       240.41       

Net property income 199.88       254.63       315.75       300.46       307.92       Trade and other receivables 32.11              29.96          23.48          21.46          21.99          

Share of profit of jointly controlled entities 56.39          102.91       144.86       87.08          88.96          Current assets 259.59           303.05       296.76       277.11       266.08       

Asset Management fees (51.43)        (57.87)         (61.17)         (48.93)         (49.57)         Investment properties 7,263              7,913          7,907          8,020          8,133          

EBIT 207.92       308.32       401.58       335.07       343.73       Interest in jointly controlled entities 3,686              3,445          3,424          3,424          3,424          

Net financing costs (92.84)        (94.38)         (112.24)      (193.28)      (166.64)      Non-current assets 10,968           11,386       11,414       11,526       11,639       

NPAT (115.66)     490.51       497.63       137.30       171.49       Total Assets 11,227           11,689       11,710       11,804       11,905       

PATMI (72.74)        465.35       462.84       112.31       146.50       

Distributable income 209.21       247.20       255.51       194.14       230.18       LIABILITIES

Trade and other payables 112.87           105.10       128.70       128.77       131.97       

Per unit data Interest bearing borrowings 678.20           499.75       645.58       645.58       645.58       

 Y/E Dec, (S$Mn) FY20 FY21 FY22 FY23e FY24e Current liabilities 837.48           639.72       806.72       806.79       809.99       

NAV (S$) 2.05             2.11             2.12             2.14             2.16             Interest bearing borrowings 4,148              4,419          4,198          4,198          4,198          

DPU (S cents) 7.40             8.67             8.88             6.68             7.87             Deferred tax liabilities 50.42              67.16          61.97          61.97          61.97          

Non-current liabilities 4,277              4,550          4,320          4,320          4,320          

Cash Flow Total Liabilities 5,114              5,190          5,126          5,126          5,130          

Y/E Dec, (S$Mn) FY20 FY21 FY22 FY23e FY24e

CFO Net assets 6,113              6,499          6,584          6,677          6,776          

Total Return 115.08       260.55       289.34       141.78       177.09       Represented by:

Adjustments (39.52)        79.59          (13.74)         (3.74)            0.68             Unitholders' funds 5,830              6,053          6,116          6,209          6,308          

Operating income before working capital ∆s 194.67       246.81       285.60       142.46       177.77       NIC 84.84 98.07 119.73 119.73 119.73

Cash generated from operations 212.08       247.62       279.21       144.56       180.43       Perps 198.68 348.01 348.04 348.01 348.01

Cash flow from operating activities 212.08       243.73       272.97       140.07       174.84       Total Equity 6,113              6,499          6,584          6,677          6,776          

CFI

CAPEX 72.32          80.59          66.67          142.00       145.46       

Interest received 18.17          24.69          48.55          39.20          39.20          Valuation Ratios

Dividend received 72.32          80.59          66.67          142.00       145.46        Y/E Dec, (S$Mn) FY20 FY21 FY22 FY23e FY24e

Cash flows from investing activities (1,148.78) (82.68)         125.99       118.21       121.66       P/NAV (x) 0.72 0.76 0.60 0.51 0.51

Distribution Yield (%) 5.04 5.38 6.94 6.08 7.16

CFF Growth & Margins

Financing costs paid (128.36)     (127.01)      (133.06)      (232.49)      (205.85)      Growth

Distributions to unitholders (211.00)     (246.02)      (263.44)      (194.14)      (230.18)      

Cash flows from financing activities 991.44       (116.94)      (383.59)      (426.63)      (436.02)      Revenue 13.5% 19.3% 0.5% 2.5%

Distributable income 18.2% 3.4% -24.0% 18.6%

Net change in cash 54.74          44.11          15.36          (168.35)      (139.53)      DPU 17.1% 2.5% -24.8% 17.8%

Cash at the start of the period 157.21       227.47       268.31       269.61       251.98       Key Ratios

Others 15.53          (3.27)            (14.07)         - - Net Debt or (Net Cash) (6,401)            (6,770)         (6,867)         (6,960)         (7,062)         

Ending cash 227.47       268.31       269.61       251.98       240.41       Gearing 44.0% 43.2% 42.4% 42.0% 41.6%

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 Phill ip Securities Research Pte Ltd ("Phill ip Securities Research"), which is a  holder of a financial adviser’s l icense 
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 limitati ons 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 opini ons (collectively, the “Research”) contained in this report has been obtained from 
public sources which Phillip Securities Research believes to be reliable. However, Phill ip 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 informat ion 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 in dicated 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 fa ct 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 repo rt is suitable or 

appropriate for the recipient. Recipients should be aware that many of the products, which may be described in th is 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, u nless 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 prod uct.  

Phill ip Securities Research, or persons associated with or connected to Phill ip Securities Research, including but not l imited  to its officers, directors, employees or 

persons involved in the issuance of this report, may provide an array of financial servic es to a large number of corporations in Singapore and worldwide, including 
but not l imited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting acti vities), brokerage or securities trading 
activities. Phi ll ip Securities Research, or persons associated with or connected to Phill ip Securities Research, including but not l imited to its officers, directors, 
employees or persons involved in the issuance of this report, may have participated in or invested in tr ansactions with the issuer(s) of the securities mentioned in 

this report, and may have performed services for or solicited business from such issuers. Additionally, Phill ip Securities Research, or persons associated with or 
connected to Phill ip Securities Research, including but not l imited 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.  

Phill ip Securities Research or persons associated with or connected to Phill ip Securities Research, including but not l imited  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 flu ctuations may have an adverse effect on the value, price or 
income return of the investment.  

To the extent permitted by law, Phill ip Securities Research, or persons associated with or connected to Phill ip Securities Research, including but not l imited 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 Phill ip Securities Research, or persons associated with or connected to Phill ip Securities Research, including but not l imited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phill ip Securit ies Research, or persons 

associated with or connected to Phill ip Securities Research, including but not l imited to its officers, di rectors, 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 pu blication. Phillip Securities Research, 
or persons associated with or connected to Phill ip Securities Research, including but not l imited 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 Phill ip Securities Research to 
any registration or l icensing or other requirement, or penalty for contravention of such requirements within such jurisdictio n.  

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, financi al 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 Phill ip 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 rep orts. 
 

 


