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Establishing data centre foothold in USA 
 
SINGAPORE | REAL ESTATE (REIT) | 2Q18 RESULTS 

 Headline gross revenue includes S$3.1 mn pre-termination compensation from J&J. 
Underlying recurring gross revenue was in with expectation. 

 DPU boost due to above effect. Underlying recurring DPU of 2.83 cents was in line. 
 60:40 JV between MIPL and MINT to acquire 14 data centres in the USA at ~7% NPI 

yield. Advanced distribution of 0.97 – 1.01 cents, due to ongoing Private Placement to 
partially fund the acquisitions. 

 Previous target price achieved and catalyst priced-in; downgrade to Neutral. 

Results at a glance

(SGD mn) 2Q18 2Q17 YoY Comments

Gross revenue 92.6 84.2 9.9% Contribution from HP build-to-suit and pre-

termination compensation received from J&J

Net property income 70.7 63.6 11.1% 6.4% higher property operating expenses; 

mainly from marketing commiss ion, property 

maintenance expenses  and property taxes

Distributable income 54.0 50.6 6.8% 16.8% higher trust expenses ; mainly from 

higher borrowing costs  and manager's  fees

DPU (cents) 3.00 2.83 6.0% In line with higher DI; 0.17 cent boost from pre-

temination compensation

Source: Company, PSR  
The positives 

 60:40 JV between Mapletree Investments Pte Ltd (MIPL) and Mapletree Industrial 
Trust (MINT): The JV will acquire a US$750 mn (S$1.02 bn) portfolio of 14 data centres 
in the USA at a 3.4% discount to valuation. The manager estimates the proposed 
acquisition will be 0.26 cents DPU accretive on a pro forma basis. Our FY19e DPU 
estimate is 0.09 cents higher than previous. (Key takeaways in Appendix 1.) 

 Organic growth driven by Hewlett-Packard (HP) build-to-suit (BTS) at Depot Close: Both 
Phase One and Phase Two are now income producing. The QoQ lower occupancy for 
Hi-Tech Buildings is a mathematical effect of the lag between obtaining TOP and 
occupation. 

 Portfolio weighted average rental reversion of +2.8%: Driven by renewal of a data 
centre tenant in the Hi-Tech Buildings segment and the Flatted Factories segment. 
However, negative reversions of up to -1.8% was seen in the rest of the portfolio. 

The negatives 

 Drag from Johnson & Johnson (J&J) pre-termination: While the S$3.1 mn pre-
termination compensation will be paid out in full and provide a boost to 2Q FY18 DPU, 
the vacated space (28% of NLA at The Strategy) has only been 15% back-filled. 

 Marginally lower QoQ occupancy from 92.6% to 90.4%: Mainly due to lower 
occupancies in all segments except Light Industrial Buildings segment, which secured 
some smaller new tenants. 

Outlook 
The outlook is stable. The USA expansion into data centres provides access to a burgeoning 
asset class that offsets the limited prospects in Singapore industrial space. The trade-offs 
however are: higher cost of onshore USD debt compared to SGD debt; and US withholding 
tax that is 10%-15% of NPI. 

Downgrade to Neutral; slightly higher target price of $1.99 (previously $1.98) 
We incorporate the effects of the JV with MIPL into our model. With the acquisition of the 
target portfolio, our target price moves up only slightly due to the effects of higher interest 
expense from additional S$30.7 mn debt at the Trust level, and 3.8% larger unit base from 
the Private Placement. Our target price represents an implied 1.37x FY18e P/NAV multiple. 
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KEY FINANCIALS

Y / E M ar F Y 16 F Y 17 F Y 18 e F Y 19 e

Gross Rev. (SGD mn) 332    341     359    373    

NPI (SGD mn) 245    257    273    281     

Dist. Inc. (SGD mn) 198     205    214     229    

P/E (x) 10.5    11.9     17.0    16.2    

P/NAV (x) 1.18     1.27    1.36    1.39    

DPU, adj (cents) 11.15    11.39   11.64   12.23  

Distribution Yield (%) 6.9      6.4      5.9      6.2      

Source: Company Data, PSR est.

VALUATION METHOD
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MAPLETREE INDUSTRIAL TRUST RESULTS 

Update to 30A Kallang Place and Kallang Basin 4 Cluster AEI 
The asset enhancement initiative (AEI) remains on track for completion in 1Q 2018. The 
structural works have been completed and external façade works and mechanical and 
electrical works have commenced. Pre-commitment level remains unchanged from the 
previous quarter – a child care centre taking up about 3% of the space. 

Figure 1: AEI – 30A Kallang Place and Kallang Basin 4 Cluster 

 
Source: Company 2QFY17/18 Financial Results Presentation, 24 October 2017 

 

Update to New Data Centre BTS 
The build to suit (BTS) project remains on track for completion in 2H 2018. The 
construction of the pile caps and first storey slab have been completed. 

Figure 2: BTS Project – New Data Centre 

 
Source: Company 2QFY17/18 Financial Results Presentation, 24 October 2017 
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Relative valuation 
MINT is trading above the peer average P/NAV multiple and at a lower 12M-trailing yield 
than the peer average. 
Peer relative data (arranged by Mkt. Cap.)

Mkt. Cap.

(S$ mn)

Price

(S$)

Trailing 

P/NAV (x)

12M-trailing

yield (%)

Ascendas  REIT 7,907 2.74 1.32 5.7

Mapletree Industria l  Trust 3,542 1.965 1.40 5.8

Viva Industria l  Trust 922 0.950 1.20 7.6

AIMS AMP Capita l  Industria l  REIT 915 1.430 1.03 7.5

ESR-REIT 733 0.560 0.89 6.9

Soi lbui ld Bus iness  Space REIT 709 0.675 0.95 8.7

Sabana Shari 'ah Compl iant REIT 495 0.470 0.82 7.7

Average 1.09 7.2

Source: Bloomberg (Updated: 26 October 2017), PSR  
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MAPLETREE INDUSTRIAL TRUST RESULTS 

Appendix 1: Key takeaways on the acquisition of portfolio of 14 data centres in the USA 
 Access to a diversified platform: The target portfolio is geographically diversified 

across the USA, but mostly around the South and East. The properties are mostly 
(90.6%) shell-and-core and all tenants are on triple net leases; this mitigates 
operational risks/expenses for MINT. The target portfolio's occupancy is 97.4%. 

Figure 3: 14 Data Centres Across 9 States in the USA 

 
Source: Company Presentation, 24 October 2017 

 Increasing exposure to a burgeoning asset class and lengthening overall WALE: 
Drivers for data centre growth include data creation/storage, and Internet of Things. 
Demand for data centre is expected to grow at a CAGR of 5.3% between 2015 and 
2020. The target portfolio's WALE (by GRI) stand at 6.7 years and would lengthen 
MINT's overall portfolio WALE to 3.9 years on a pro forma basis with annual rental 
escalations. 

Figure 4: Strengthening the portfolio lease expiry profile 

 
Source: Company Presentation, 24 October 2017 

 JV has been structured to give a reasonable level of exposure: The manager explained 
that the 60:40 proportion was driven by a "measured approach" to give MINT just 
under 10% of overseas exposure. Recall in the recent announcement to the Expansion 
of Investment Strategy, MINT will limit its overseas data centre exposure to 20% of 
portfolio value. MINT will also have the Right of First Refusal (ROFR) over the target 
properties. Lastly, MINT will launch a Private Placement to raise no less than S$125 mn 
through 68.307 mn new units to partially fund the acquisition. The balance will be 
funded by debt: MINT will take on additional US$30.7 mn (S$41.8) debt at the Trust 
level, and US$184 mn (~$250.2) within the JV structure. MINT's pro forma aggregate 
leverage is expected to rise to 34.0% from 30% as at 30 September 2017. 
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Figure 5: Target portfolio is 9.9% of total portfolio value 

 
Source: Company Presentation, 24 October 2017 

 

Figure 6: Financing by equity, debt at the Trust level and debt at the JV level 

 
Source: Company Presentation, 24 October 2017 
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Financials

Statement of Total Return and Distribution Statement Balance Sheet

Y/E Mar, SGD mn FY15 FY16 FY17 FY18e FY19e Y/E Mar, SGD mn FY15 FY16 FY17 FY18e FY19e

Gross revenue 314     332     341     359     373     ASSETS

Property expenses (85)      (86)      (84)      (86)      (92)      Investment properties 3,267  3,338  3,531  3,805  3,882  

Net property income 229     245     257     273     281     Inv. Propty. Under Devmnt. 157     220     218     40       -        

Net Finance (Expense)/Inc. (24)      (26)      (27)      (33)      (35)      Joint Venture -        -        -        168     168     

Manager's  fees (25)      (27)      (28)      (29)      (29)      PPE 0.001  0.002  0.003  0.003  0.003  

Other i tems (2.3)     (2.3)     (1.9)     (2.5)     (2.6)     Others 3.61    0.34    -      -      -      

Share of profi t from JV -        -        -        4         13       Total non-current assets 3,428  3,558  3,749  4,013  4,050  

Exceptional  i tems -        -        -        -        -        Cash 72       54       38       21       38       

Net income 178     191     200     212     227     Trade receivables 13       9         10       12       11       

FV change, Invmnt. properties 197     82       70       -        -        Others 2.9      2.2      1.2      1.2      1.2      

Total Return Before Tax 375     273     271     212     227     Total current assets 88       66       49       34       50       

Taxation (1.1)     -        -        -        -        Total Assets 3,516  3,624  3,798  4,047  4,100  

Total Return After Tax 374     273     271     212     227     

Distribution adjustments (194)    (75)      (66)      2         2         LIABILITIES

Income available for distribution 181     198     205     214     229     Trade payables 70       80       109     93       102     

Borrowings 125     47       115     185     335     

Others -        -        -        -        -        

Total current liabilities 196     127     224     278     437     

Borrowings 949     974     991     1,057  947     

Others 59       58       50       50       50       

Total non-current liabilities 1,008  1,032  1,042  1,107  997     

Per share data Total Liabilities 1,204  1,159  1,265  1,385  1,434  

Y/E Mar FY15 FY16 FY17 FY18e FY19e

NAV (S$) 1.32    1.37    1.41    1.45    1.42    Net assets 2,312  2,465  2,533  2,661  2,666  

EPU (cents ) 21.82  15.40  15.02  11.57  12.13  Represented by:

DPU (cents ) 10.43  11.15  11.39  11.64  12.23  Unitholders' funds 2,308  2,465  2,533  2,661  2,666  

*Forward EPU does not include change in Fair Value of Investment Properties Hedging reserve 4.2      -        -        -        -        

Cash Flow

Y/E Mar, SGD mn FY15 FY16 FY17 FY18e FY19e

CFO

Total  return 374     273     271     212     227     

Adjustments (175)    (53)      (42)      31       24       

WC changes 7.1      0.0      5.4      (17.5)   9.8      

Cash generated from ops 207     219     234     226     261     

Others (1.7)     0.4      0.4      0.2      0.2      

Cashflow from ops 205     220     234     226     261     Valuation Ratios

Y/E Mar FY15 FY16 FY17 FY18e FY19e

CFI P/NAV (x) 1.2 1.2 1.3 1.4 1.4

CAPEX, net (34)      (36)      (81)      (114)    (37)      P/DPU (x) 15.3 14.5 15.7 16.9 16.1

Purchase of Inv. Propty. (20)      (8)        (23)      18       -        Dis tribution Yield (%) 6.5 6.9 6.4 5.9 6.2

Others -        -        -        (164)    13       NPI yield (%) 6.9 7.0 7.0 7.2 7.3

Cashflow from investments (54)      (44)      (104)    (260)    (24)      Growth & Margins (%)

Growth

CFF Revenue 4.9% 5.6% 2.7% 5.4% 4.1%

Share i ssuance, net -        -        -        125     -        Net property income (NPI) 6.5% 7.2% 4.8% 6.2% 3.1%

Loans , net of repayments (54)      (55)      85       136     40       Dis tributable income 8.9% 9.4% 3.6% 4.4% 7.1%

Dividends (97)      (115)    (204)    (211)    (225)    DPU 5.1% 6.9% 2.2% 2.2% 5.1%

Others (22)      (25)      (28)      (33)      (35)      Margins

Cashflow from financing (174)    (194)    (147)    17       (220)    NPI margin 72.8% 73.9% 75.4% 76.0% 75.3%

Key Ratios

Net change in cash (24)      (18)      (16)      (17)      17       Net Debt or (Net Cash) 1,003  967     1,068  1,221  1,244  

Ending cash 72       54       38       21       38       Gearing (%) 30.6% 28.2% 29.1% 30.7% 31.3%

Source: Company, Phi l l ip Securi ties  Research (Singapore) Estimates

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.  
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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 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 
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