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In a Business Times article dated 28 October, CEO of Lippo Group James Riady has been 
quoted as saying the Group plans to “shift their 2 REIT listings in Singapore to Indonesia”. The 
rationale for the move is to benefit from tax breaks offered by Jakarta. Last week, Indonesia’s 
Finance Minister Bambang Brodjonegoro has said that the government plans to remove taxes 
on dividends and property sales for REITs. 
 
Currently, First REIT pays a 10% withholding tax on the dividends, which is required by 
Indonesian tax rules on all dividends paid from an Indonesian taxpayer to an offshore tax 
resident. A direct listing on Jakarta would have eliminated the need for such a tax payment.  
 
Management of both First REIT and Lippo Malls Indonesia Retail Trust have since clarified that 
nothing has been heard from their sponsor Lippo Karawaci thus far. Since the announcement 
of the Group CEO’s comments, First REIT’s share price has taken a 13% beating over 2 days, 
dropping from $1.32 to as low as $1.15 on Friday. We examine some of the issues involved in 
a potential shifting of listing from Singapore to Jakarta.  
 
Some potential implications 
 
 Current Indonesia hospital rental agreements all in SGD terms. First REIT has 11 

hospitals in Indonesia currently, all of which are under Master Agreements where base 
rents are paid in SGD, with annual increments pegged to the Consumer Price Index of 
Singapore. Such an arrangement was mooted when the REIT was first formed for listing 
in Singapore, to reduce the foreign exchange risk exposure for investors in Singapore. 
Shifting the listing back to Indonesia could involve the re-negotiation of all the lease 
terms for the hospitals. 

 

 Policy implementation risks involved. The comments by the Finance Minister so far 
follow a series of policy changes President Joko Widodo’s administration has rolled out in 
a bid to spur growth. While these could be plausible initiatives, the actual 
implementation and rolling out of these initiatives could take time.  

 

 Increased financing costs, country risks in Indonesia. Apart from the lower and more 
stable borrowing costs in SGD, Singapore also boasts a much more massive REIT listing 
market with easy access to institutional investor network and funding sources as a result 
of the stability of government policies and the Singapore dollar. Since the first REIT listing 
of CapitaMall Trust in 2002, Singapore has now grown to become the second largest REIT 
market in Asia after Japan, with a market capitalization of almost S$68b.  

 

 Fragmented shareholding structure. First REIT currently has a hugely fragmented 
shareholding structure. Apart from the top 2 shareholders, Lippo Karawaci (the sponsor) 
at ~27% and PT MENARA TIRTA INDAH at ~5.9%, the next biggest shareholder owns less 
than 2%. Shifting the listing back to Indonesia could involve a delisting which would 
require a 90% approval and a compelling takeover price to entice the minority 
shareholder groups. 

 
Risks to our investment thesis 
 

 Risks of slowing DPU growth. While we list the various hurdles involved in shifting the 
listing back to Indonesia, we do not discount the fact that impending policy changes in 
Indonesia could make it more attractive for REIT listings for Indonesian real estate assets 
going forward. This additional capital-recycling option in Indonesia for Lippo Group for its 
existing non-REIT assets could represent a slowdown in the potential injection of assets 
into its Singapore-listed REITs. This could mean lesser acquisition targets for First REIT or 
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acquisitions at a slower pace, impacting year-on-year DPU growth. 
 

Investment Actions 
 
In light of the potential hurdles of the shifting of the listing back to Indonesia, we do not think 
the probability of that happening is high. We maintain our ACCUMULATE call with an 
unchanged DDM-derived target price of S$1.49. We will continue to monitor the market for 
updates for this development and adjust our target price when necessary. 
 
 
Technical Outlook – Weekly Chart 
 

 
 
 
 
 

 

 
 

 
 

 

 
 

 
 

 

Strong Support at $1.15 
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Financials

Statement of Total Return and Distribution Statement Balance Sheet

Y/E Dec, SGD mn FY12 FY13 FY14 FY15e FY16e Y/E Dec, SGD mn FY12 FY13 FY14 FY15e FY16e

Gross Revenue 57.6    83.3     93.3     100.0   111.3   ASSETS

Total Property expenses (0.4) (3.1) (1.4) (1.5) (1.6) Investment properties 797         1,052     1,172     1,252     1,302     

Net Property Income 57.2    80.2     91.9     98.5     109.6   Cash and Cash Equivalents 20.5        29.3        28.2        29.8        31.4        

Net Finance (Expense)/Inc (4.2)     (12.2)    (15.0)    (16.6)    (16.9)    Total Assets 829         1,109     1,212     1,335     1,385     

Net Income before tax and FV changes 47.1    58.0     65.5     69.7     77.5     

FV changes 30.8    61.3     47.2     -            -            LIABILITIES

Tax expense (12.7)   (1.5)      (22.1)    (15.7)    (17.4)    Total Current Liabilities 32.1        49.8        68.2        82.0        83.8        

Net Income after tax and FV changes 65.2    118.0   90.6     54.0     60.1     Interest bearing borrowings, non current 212.8     535.8     370.1     394.1     403.1     

Distribution adjustments (23.6)   (65.7)    (32.4)    8.4        8.9        Total Non-Current Liabilities 246.6     375.8     399.2     423.2     432.2     
Income available for distribution 41.7    52.2     58.2     62.4     69.0     Total Liabilities 278.8     425.6     467.4     505.2     515.9     

EQUITY
Shareholder Equity 550.1     682.9     745.0     829.5     868.7     

Per share data (SGD)

Y/E Dec FY12 FY13 FY14 FY15e FY16e

NAV 0.83    0.97     1.02     1.11     1.11     
DPU (cents) 7.3       7.5        8.1        8.3        8.8        

Cash Flow Valuation Ratios

Y/E Dec, SGD mn FY12 FY13 FY14 FY15e FY16e Y/E Dec FY12 FY13 FY14 FY15e FY16e

CFO P/NAV 1.12 1.20 1.15 1.30 1.30

Net Income before tax 77.9    119.4   112.7   69.7     77.5     Distribution yield (%) 7.83 6.49 6.90 5.79 6.11
Interest Expense 3.8       11.1     13.4     16.8     17.1     NPI yield (%) 7.2% 7.6% 7.8% 7.9% 8.4%

Management fees settled in units 4.6       5.9        6.7        7.3        7.9        Growth & Margins (%) FY12 FY13 FY14 FY15e FY16e

Cashflow from Ops 49.8 63.2 80.8 80.5 87.5 Growth

CFI Revenue 6.7% 44.5% 12.0% 7.2% 11.3%

Cashflow from investments (147.8) (141.9)  (67.7)    (80.0)    (50.0)    Net property income (NPI) 7.1% 40.1% 14.5% 7.2% 11.3%

CFF DPU 3.6% 3.6% 7.0% 3.5% 5.7%

Share issuance 28.2    -            -            56.0     41.0     Margins

Distributions to unitholders (53.6)   (42.8)    (39.8)    (46.4)    (53.0)    NPI margin 99.3% 96.3% 98.5% 98.5% 98.5%
Net increase in borrowings 115.6  140.6   39.3     8.0        (7.0)      Operating Income Margin 81.7% 69.7% 70.3% 69.7% 69.7%

Cashflow from financing 86.7    87.3     (14.4)    0.9        (36.1)    Key Ratios

Net change in cash (12.2)   8.8        (1.1)      1.6        1.6        Net Gearing 26.0% 32.3% 33.1% 31.4% 30.9%

CCE, end 20.5    29.3     28.2     29.8     31.4     

Source: Company, Phill ip Securities Research (Singapore) Estimates

*Forward multiples  & yields  based on current market price; his torica l  multiples  & yields  based on his torica l  market price.
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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 
licence 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. 

 


