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Forecasts and Valuation  
    FY FY FY FY DecDecDecDec    ((((S$S$S$S$    m) m) m) m)     2014201420142014AAAA    2015201520152015FFFF    2016201620162016FFFF    2017201720172017FFFF    

Gross Revenue 68 82 86 88 
Net Property  Inc 57 68 72 74 
Total Return  42 47 52 54 
Distribution  Inc 50 57 60 62 
EPU (S cts) 5.2 5.3 5.5 5.7 
EPU Gth (%) 180 1 6 3 
DPU (S cts) 6.2 6.3 6.4 6.6 
DPU Gth (%) 173 2 1 3 
NAV per shr (S cts) 80.0 80.2 80.1 80.0 
PE (X) 16.1 15.9 15.1 14.6 
Distribution Yield (%) 7.4 7.6 7.7 7.9 
P/NAV (x) 1.0 1.0 1.0 1.0 
Aggregate Leverage (%) 35.8 36.4 36.3 36.3 
ROAE (%) 6.5 6.8 6.9 7.2 
     
     Distn. Inc Chng (%):Distn. Inc Chng (%):Distn. Inc Chng (%):Distn. Inc Chng (%):     0 0 0 
Consensus DPU Consensus DPU Consensus DPU Consensus DPU (S ctsS ctsS ctsS cts)::::  6.3 6.4 6.7 

Other Broker Recs:Other Broker Recs:Other Broker Recs:Other Broker Recs:     B: 7 S: 0 H: 0 

Source of all data: Company, DBS Bank, Bloomberg Finance L.P        

NICHE INDUSTRIAL PLAYER 
 

BUY for attractive and growing yields, TP raised S$0.88BUY for attractive and growing yields, TP raised S$0.88BUY for attractive and growing yields, TP raised S$0.88BUY for attractive and growing yields, TP raised S$0.88....    

We continue to like SBREIT's ability to drive steady earnings; 

supported by a long WALE of 4.4 years, and having 48% of its 

income backed by long leases. The stock offers attractive 

FY16-17F yields of c.7.8%-8.0%. Our TP is tweaked higher as 

we account for lower-than-forecasted debt assumptions.  

 

Acquisitions to Acquisitions to Acquisitions to Acquisitions to drive earnings; as portfolio drive earnings; as portfolio drive earnings; as portfolio drive earnings; as portfolio undergoes tenant undergoes tenant undergoes tenant undergoes tenant 

churnchurnchurnchurn.  .  .  .  SBREIT has been active in acquisitions which we believe 

are keys to complementing a moderating organic growth 

profile, given the current competitive operating landscape. 

Looking ahead, we are forecasting SBREIT to deliver 1-3% 

growth in distributions mainly from rental hikes and 

contribution from its recent acquisitions. Upside will come 

from the execution of asset purchases that is not factored into 

our numbers yet.   

 

Conservative capital management offers comfort that REIT is Conservative capital management offers comfort that REIT is Conservative capital management offers comfort that REIT is Conservative capital management offers comfort that REIT is 

shishishishielded substantially from rate hikes in the immediate termelded substantially from rate hikes in the immediate termelded substantially from rate hikes in the immediate termelded substantially from rate hikes in the immediate term.  .  .  .  

The manager has lengthened its debt expiry profile to 4.5 years 

with a reduced all-in cost of debt of 3.2%, and hedged in 

close to 98% into fixed rates for the next 2.1 years (as of 

3Q15).  This will enable the REIT to weather any interest rate 

uncertainty in the medium term.  
 
Valuation: 

We have a DCF-backed TP of S$0.88, supported by an 

attractive yield of >7.5%. Maintain BUY. 
 
Key Risks to Our View: 

Interest rate risks. Rise in interest rates in the medium term will 

have a negative impact on distributions but the manager has 

substantially hedged out these risks with a high % of fixed rate 

borrowings. 
 
At A Glance     
Issued Capital (m shrs) 932 
Mkt. Cap (S$m/US$m) 778 / 564 
Major Shareholders  
 Chap Huat Lim (%) 24.2 
 Schroders Plc (%) 8.7 
 Jinquan Tong (%) 7.0 
Free Float (%) 60.1 
3m Avg. Daily Val (US$m) 0.77 
ICB IndustryICB IndustryICB IndustryICB Industry :    Real Estate / Real Estate Investment Trusts 

 
    

  

DBS Group Research . Equity     
 

16 Oct 2015 

Singapore Company Guide 

Soilbuild Business Space REIT 
Edition 1 Version 1 | Bloomberg: SBREIT SP | Reuters: SBSR.SI   Refer to important disclosures at the end of this report 
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CRITICAL DATA POINTS TO WATCH 

 

Earnings Drivers:  

 

Well-staggered lease expiry profile offering income 

stability. SBREIT had a healthy weighted average lease to 

expiry of 4.4 years by NLA as of 3Q15. Embedded in SBREIT’s 

portfolio, 48% of net property income is derived from master 

lease agreements that provide long-term leases ranging from 

5 to 15 years which contain annual escalations in the range 

of 2.0-5.0%, ensuring a steady growth profile.  

 

Steady occupancy rates; manager to focus on tenant 

retention rate. In view of the increasing supply outlook, the 

manager of SBREIT has looked to forward renew expiring 

leases with the aim of maintaining a high level of portfolio 

occupancy. As of 3Q15, SBREIT had reduced lease expiry to 

8.5% of NLA and 8.6% of rental income for FY15 and is 

currently engaging expiries in FY16.  

 

Outlook remains modest with rental reversions expected to 

moderate for its main properties (West Park Biz Central and 

Tuas Connection). Given the competitive industrial landscape, 

the manager is targeting to retain tenants rather than 

pushing rents higher which are, in our view, a right strategy 

that will result in earnings remaining resilient.  

 

Acquisitions to complement a steady growth profile. 

The manager has been one of the more active industrial S-

REIT managers. SBREIT has rights of first refusal to four assets 

that measure up to a maximum potential GFA of 2.3m sq ft, 

thus we expect to see more acquisitions in the medium term 

which will further expand the portfolio.  

 

3Q15 results another quarter of stability. 3Q15 results another quarter of stability. 3Q15 results another quarter of stability. 3Q15 results another quarter of stability. 3Q15 revenues and 

net property income increased by 22.4% and 25.3% 

respectively. The increase came from acquisitions (namely 

Technics, KTL Offshore, Speedy Tech) as well as annual rental 

uplifts (Solaris). Interest expenses increased mainly due to a 

larger portfolio. Distributable income grew 20.8%; DPU up 

5.1% due to a larger unit base.  
            

Net Property Income and Margins (%) 

 

Net Property Income and Margins (%) 

 

Distribution Paid / Net Operating CF 

 
Source: Company, DBS Bank 
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Balance Sheet: 

 

Gearing of c.36% remains within management's 

comfort level. SBREIT's gearing of 36.1% as of 3Q15 

remains within the management’s range of 35-40% which 

provides sufficient headroom and financial flexibility for the 

REIT to acquire opportunistically. We understand that the 

manager is still keen to pursue acquisitions, but remains 

disciplined in its approach given the competitive environment.  

 

Prudent capital management; conservative 98% of 

interest costs hedged into fixed rates.    The manager has 

lengthened its debt expiry profile to 4.5 years with a reduced 

all-in cost of debt of 3.2%, and hedged in close to 98% into 

fixed rates for the next 2.1 years (as of 3Q15).    
 

Share Price Drivers: 

 

High yields of 7.8-8.0%; one of the highest among the 

S-REITs.    SBREIT currently offers one of the highest yields 

among industrial REITs. We believe this is unjustified given the 

REIT’s superior portfolio of high quality industrial assets with a 

niche exposure in the business park segment, performance 

which we believe will be more resilient than peers. In 

addition, with 48% of its income pegged to single-tenant 

properties, we believe that SBREIT offers one of the strongest 

income visibilities among industrial REITs.  

 

Better-than-expected operational performance.  Better-

than-projected rental reversions from its main assets - namely 

West Park Biz Central and Tuas Connection - will mean 

upside to our DPU forecasts, implying higher TPs. In addition, 

with investors’ concerns of rising vacancy risks due to 

increased competition from new completing supply, the 

ability to maintain a sustained occupancy profile will lift 

investors’ confidence in SBREIT’s ability to deliver consistent 

returns over time.  
 

Key Risks: 

 

Higher interest rates.  Higher interest rates.  Higher interest rates.  Higher interest rates.  Any increase in refinancing rates will 

negatively impact distributions. Thoce manager has put in 

place interest rate swaps/MTNs of 1-4 years to essentially 

convert c.98% of its debt into fixed rates.          

 
 

COMPANY BACKGROUND 

 

Soilbuild Business Space REIT is a real estate investment trust 

that invests in income-producing real estate used primarily 

for business space purposes in Singapore. Its flagship asset is 

Solaris, located in the one-north business park. 

 

Aggregate Leverage (%) 

 

ROE (%) 

 

Distribution Yield (%) 

 

PB Band (x) 

 

Source: Company, DBS Bank 
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Income Statement (S$ m) 

FY FY FY FY DecDecDecDec     2013201320132013AAAA    2014201420142014AAAA    2015201520152015FFFF    2016201620162016FFFF    2017201720172017FFFF    
      
Gross revenue 25 68 82 86 88 

Property expenses (4) (11) (13) (13) (14) 

Net Property  IncomeNet Property  IncomeNet Property  IncomeNet Property  Income    21212121    57575757    68686868    72727272    74747474    
Other Operating expenses (2) (7) (9) (7) (7) 

Other Non Opg (Exp)/Inc 0 0 0 0 0 

Net Interest (Exp)/Inc (3) (10) (12) (13) (13) 

Exceptional Gain/(Loss) 0 1 0 0 0 

Net IncomeNet IncomeNet IncomeNet Income    15151515    42424242    47474747    52525252    54545454    
Tax 0 0 0 0 0 

Minority Interest 0 0 0 0 0 

Preference Dividend    0 0 0 0 0 

Net Income  After Tax Net Income  After Tax Net Income  After Tax Net Income  After Tax     15151515    42424242    47474747    52525252    54545454    
Total Return 15 42 47 52 54 

Non-tax deductible Items 3 8 10 8 8 

Net Inc available for Dist.  18 50 57 60 62 

Growth & Ratio      

Revenue Gth (%) (55.3) 177.4 19.6 5.0 2.8 

N Property Inc Gth (%)  (42.3) 178.4 19.1 5.7 3.0 

Net Inc Gth (%) (25.7) 180.7 12.6 9.8 3.8 

Dist. Payout Ratio (%) 100.0 100.0 100.0 100.0 100.0 

Net Prop Inc Margins (%) 83.9 84.2 83.8 84.3 84.5 

Net Income Margins (%) 61.0 61.7 58.1 60.7 61.3 

Dist to revenue (%) 74.3 73.6 70.0 70.2 70.4 

Managers & Trustee’s fees 
to sales %)  

9.4 9.6 11.2 7.9 7.9 

ROAE (%) 2.3 6.5 6.8 6.9 7.2 

ROA (%) 1.6 4.2 4.2 4.3 4.4 

ROCE (%) 2.0 5.1 5.3 5.4 5.6 

Int. Cover (x) 5.5 5.3 5.0 4.9 5.0    

Source: Company, DBS Bank 

Growth mainly driven by 
acquisitions and steady 
rental reversion profile 
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Quarterly / Interim Income Statement (S$ m) 

FY FY FY FY DecDecDecDec        3Q3Q3Q3Q2014201420142014    4Q4Q4Q4Q2014201420142014    1Q1Q1Q1Q2015201520152015    2Q2Q2Q2Q2015201520152015    3Q3Q3Q3Q2015201520152015    
      
Gross revenue 17 18 19 20 21 

Property expenses (3) (3) (3) (3) (3) 

Net Property  Income 14 15 16 17 18 

Other Operating expenses (2) (2) (2) (2) (2) 

Other Non Opg (Exp)/Inc 0 0 0 0 0 

Net Interest (Exp)/Inc (2) (3) (3) (3) (3) 

Exceptional Gain/(Loss) 0 1 0 0 0 

Net IncomeNet IncomeNet IncomeNet Income    10101010    11111111    11111111    12121212    13131313    
Tax 0 0 0 0 0 

Minority Interest 0 0 0 0 0 

Net Income  after Tax Net Income  after Tax Net Income  after Tax Net Income  after Tax     10101010    11111111    11111111    12121212    13131313    

Total Return 10 11 11 12 13 

Non-tax deductible  Items 2 2 2 3 3 

Net Inc available for Dist.  13 13 13 14 15 

Growth & Ratio      

Revenue Gth (%) 1 5 5 5 6 

N Property Inc Gth (%)  1 5 6 6 6 

Net Inc Gth (%) (2) 11 (1) 5 8 

Net Prop Inc Margin (%) 83.9 84.4 84.9 85.3 85.9 

Dist. Payout Ratio (%) 100.0 100.0 100.0 100.0 100.0 
 
Balance Sheet (S$ m) 

FY FY FY FY DecDecDecDec        2013201320132013AAAA    2014201420142014AAAA    2015201520152015FFFF    2016201620162016FFFF    2017201720172017FFFF    
      
Investment Properties 935 1,031 1,186 1,188 1,190 

Other  LT  Assets 0 1 1 1 1 

Cash  &  ST Invts 20 21 23 26 29    

Inventory 0 0 0 0 0    

Debtors 0 1 1 1 1    

Other Current Assets 0 1 1 1 1    

Total AssetsTotal AssetsTotal AssetsTotal Assets    955955955955    1,0541,0541,0541,054    1,2121,2121,2121,212    1,2161,2161,2161,216    1,2211,2211,2211,221    
      
ST Debt 
 

0 95 95 95 95 

Creditor 9 9 8 9 9 

Other  Current Liab 0 3 3 3 3 

LT Debt 275 274 282 282 282 

Other LT Liabilities 24 23 78 78 78 

Unit holders’  funds 647 651 746 751 755 

Minority Interests 0 0 0 0 0 

Total Funds & LiabilitiesTotal Funds & LiabilitiesTotal Funds & LiabilitiesTotal Funds & Liabilities    955955955955    1,0541,0541,0541,054    1,2121,2121,2121,212    1,2161,2161,2161,216    1,2211,2211,2211,221    
      

Non-Cash  Wkg. Capital (9) (10) (9) (10) (10) 

Net Cash/(Debt) (255) (348) (353) (350) (347) 

Ratio      

Current Ratio (x) 2.2 0.2 0.2 0.3 0.3 

Quick Ratio (x) 2.2 0.2 0.2 0.3 0.3 

Aggregate Leverage (%) 29.4 35.8 36.4 36.3 36.3 

Z-Score (X) 1.5 1.2 1.1 1.2 1.2    

Source: Company, DBS Bank 

  

Results show a steady 
increase due to acquisitions 

 

NPI margins show a steady 
increase mainly due to 
contribution from acquisitions 
which are on triple-net 
master-lease structures 

 

Gearing remains steady 
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Cash Flow Statement (S$ m) 

FY FY FY FY DecDecDecDec        2013201320132013AAAA    2014201420142014AAAA    2015201520152015FFFF    2016201620162016FFFF    2017201720172017FFFF    
      
Pre-Tax Income 15 42 47 52 54 

Dep. & Amort. 0 0 0 0 0 

Tax Paid 0 0 0 0 0 

Associates &JV Inc/(Loss) 0 0 0 0 0 

Chg in Wkg.Cap. 0 3 (1) 0 0 

Other Operating CF 7 8 8 6 6 

Net Operating CFNet Operating CFNet Operating CFNet Operating CF    22222222    54545454    55555555    59595959    60606060    
Net Invt in Properties (799) (95) (100) (2) (2) 

Other Invts (net) 0 0 0 0 0 

Invts in Assoc. & JV 0 0 0 0 0 

Div from Assoc. & JVs 0 0 0 0 0 

Other Investing CF 0 0 0 0 0 

Net Investing CFNet Investing CFNet Investing CFNet Investing CF    (799)(799)(799)(799)    (95)(95)(95)(95)    (100)(100)(100)(100)    (2)(2)(2)(2)    (2)(2)(2)(2)    
Distribution  Paid (6) (49) (57) (60) (62) 

Chg in Gross Debt  191 92 8 0 0 

New units issued 613 0 97 6 6 

Other Financing CF 0 0 0 0 0 

Net Financing CFNet Financing CFNet Financing CFNet Financing CF    797797797797    42424242    48484848    (54)(54)(54)(54)    (55)(55)(55)(55)    

Currency Adjustments 0 0 0 0 0 

Chg in Cash 20 1 2 3 3 

      

Operating CFPS (S cts) 2.7 6.2 6.1 6.2 6.4 

Free CFPS (S cts) (96.3) (5.1) (5.0) 6.0 6.2 

Source: Company, DBS Bank 
 
 

 

Target Price & Ratings History 

 

Source: DBS Bank  

S.No.S.No.S.No.S.No. Da teDa teDa teDa te
Clos ing  Clos ing  Clos ing  Clos ing  

Pr ic ePr ic ePr ic ePr ic e

Ta rge t Ta rge t Ta rge t Ta rge t 

Pri cePri cePri cePri ce
Ra t ing  Ra t ing  Ra t ing  Ra t ing  

1: 24 Oct 14 0.80 0.92 BUY

2: 23 Jan 15 0.80 0.92 BUY

3: 17 Mar 15 0.80 0.92 BUY

4: 30 Apr 15 0.83 0.91 BUY

5: 22 Jul 15 0.87 0.95 BUY

6: 19 Aug 15 0.82 0.86 BUY

                       Note                       Note                       Note                       Note : Share price and Target price are adjusted for corporate actions.
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DBS Bank recommendations are based an Absolute Total Return* Rating system, defined as follows: 

STRONG BUYSTRONG BUYSTRONG BUYSTRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY BUY BUY BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLDHOLDHOLDHOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUEDFULLY VALUEDFULLY VALUEDFULLY VALUED (negative total return i.e.  > -10% over the next 12 months) 

SELL SELL SELL SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame) 

Share price appreciation + dividends 
    
    
GENERAL DISCLOSURE/DISCLAIMER GENERAL DISCLOSURE/DISCLAIMER GENERAL DISCLOSURE/DISCLAIMER GENERAL DISCLOSURE/DISCLAIMER     
This report is prepared by DBS Bank Ltd. This report is solely intended for the clients of DBS Bank Ltd and DBS Vickers Securities (Singapore) Pte 
Ltd, its respective connected and associated corporations and affiliates (collectively, the “DBS Vickers Group”) only and no part of this document 
may be (i) copied, photocopied or duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBS Bank Ltd.  
 
The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS 
Bank Ltd., its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents 
(collectively, the “DBS Group”)) do not make any representation or warranty as to its accuracy, completeness or correctness. Opinions expressed 
are subject to change without notice. This document is prepared for general circulation. Any recommendation contained in this document does 
not have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document is for 
the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain 
separate independent legal or financial advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss 
(including any claims for loss of profit) arising from any use of and/or reliance upon this document and/or further communication given in 
relation to this document  This document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS 
Group, along with its affiliates and/or persons associated with any of them may from time to time have interests in the securities mentioned in 
this document. The DBS Group may have positions in, and may effect transactions in securities mentioned herein and may also perform or seek 
to perform broking, investment banking and other banking services for these companies.   
 
Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there 
can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk 
assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or 
condensed and it may not contain all material information concerning the company (or companies) referred to in this report. 
 
The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and 
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on 
which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from 
actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE 
RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that:  
 
(a) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and  
(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk 

assessments stated therein. 
 
Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 
mentioned herein.  They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to 
the commodity referred to in this report.  
 
DBS Vickers Securities (USA) Inc ("DBSVUSA")"), a U.S.-registered broker-dealer, does not have its own investment banking or research 
department, nor has it participated in any investment banking transaction as a manager or co-manager in the past twelve months.   

 

 

ANALYST CERTIFICATIONANALYST CERTIFICATIONANALYST CERTIFICATIONANALYST CERTIFICATION    
The research analyst primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies 
and their securities expressed in this report accurately reflect his/her personal views. The analyst also certifies that no part of his/her 
compensation was, is, or will be, directly, or indirectly, related to specific recommendations or views expressed in this report. As of the date the 
report is published, the analyst and his/her spouse and/or relatives who are financially dependent on the analyst, do not hold interests in the 
securities recommended in this report (“interest” includes direct or indirect ownership of securities).  

 

 

COMPANYCOMPANYCOMPANYCOMPANY----SPECIFIC / REGULATORY DISCLOSURES SPECIFIC / REGULATORY DISCLOSURES SPECIFIC / REGULATORY DISCLOSURES SPECIFIC / REGULATORY DISCLOSURES     

1.1.1.1.     DBS Bank Ltd., DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS”), their subsidiaries and/or other affiliates have a proprietary 
position in Soilbuild Business Space Reit recommended in this report as of 31 Aug 2015. 
 

2.2.2.2.     DBS Bank Ltd., DBSVS, DBSVUSA, their subsidiaries and/or other affiliates may beneficially own a total of 1% of any class of 
common equity securities of Soilbuild Business Space Reit mentioned as of 31 Aug 2015.  
 

3.3.3.3.     

    

    

    

Compensation for investment Compensation for investment Compensation for investment Compensation for investment banking services:banking services:banking services:banking services:        

DBS Bank Ltd., DBSVS, DBSVUSA, their subsidiaries and/or other affiliates have received compensation, within the past 12 
months, and within the next 3 months may receive or intends to seek compensation for investment banking services from 
Soilbuild Business Space Reit.  
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DBSVUSA does not have its own investment banking or research department, nor has it participated in any investment banking 
transaction as a manager or co-manager in the past twelve months. Any US persons wishing to obtain further information, 
including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document 
should contact DBSVUSA exclusively.  
 

    

    

RESTRICTIONS ON DISTRIBUTIONRESTRICTIONS ON DISTRIBUTIONRESTRICTIONS ON DISTRIBUTIONRESTRICTIONS ON DISTRIBUTION    

GeneralGeneralGeneralGeneral    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 law or regulation. 

AustraliaAustraliaAustraliaAustralia    This report is being distributed in Australia by DBS Bank Ltd. (“DBS”) or DBS Vickers Securities (Singapore) Pte Ltd 
(“DBSVS”), both of which are exempted from the requirement to hold an Australian Financial Services Licence under the 
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