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First REIT 
Strong sponsor acquisition pipeline to look forward to 
 
SINGAPORE | REAL ESTATE (REIT) | RESULTS 

 First REIT closed FY16 with a record DPU of SG 8.47 cents, up 2% from FY2015. 
 Terminated Siloam Hospitals Yogyakarta (first announced in February 2016) deal still 

on the cards, possibly by 1H2017. 
 Portfolio valuation dropped 1.2% as a result of weaker cashflow due to the weak 

Singapore CPI. 
 
Results at a glance

(SGD mn) FY2016 FY2015 y-y (%) Comments

Gross Revenue 107.0     100.7      6.3% Mainly due to contribution from Kupang Property (acquired Dec 15)

Net property income 105.8     99.3        6.5%
High flow through from gross revenue due to properties being 

on triple net lease
Distributable income 65.2       61.9        5.3%

DPU (Cents) 8.47       8.30        2.0%

Source: Company, PSR  
 
Operational Updates

FY2016 FY2015 y-y (%) Comments

Gearing Ratio 31.1% 34.0%

% debt on fixed rate 92.3% 88.6%

Portfolio Valuation (S$m) 1,227.1  1,221.5   0.5      Excluding new acquisitions, FY16 valuation would be S$1206.5m, down 1.2%

NAV/unit (SG cents) 100.8     103.9      (3.0)    

Source: Company, PSR

Company issued perpetual securities in 2016, at 5.68% for first five years, 

which lowered gearing ratio

 
 
What’s in the news 
 Capped off FY2016 with a record DPU of SG 8.47 cents (our FY17e DPU is SG 8.58c, 

1.3% higher). First REIT (FIRT) started 2016 with still a lot of uncertainties lingering in 
the market about their sponsor potentially listing Reits in Indonesia. Since bottoming 
and hovering around the levels close to $1.15, which is the support level highlighted by 
our technical analyst, First REIT recovered to end the year up 5.4% vs FTSE S-REIT 
index’s 1.9% (both excluding dividends). Despite a lacklustre year for Singapore CPI 
which capped the rental escalations for their properties, FY2016 DPU came in at a 
record SG 8.47 cents, buoyed by the new Kupang acquisition in Dec 2015. 

 
 Terminated Siloam Hospitals Yogyakarta (first announced in February 2016) deal still 

on the cards, possibly by 1H2017.  The proposed acquisition was terminated due to 
licensing issues for the commencement of operations for the hospital. Management 
still remains hopeful of sealing the deal by this year. Apart from this acquisition, 
several other possible acquisition targets in the sponsor’s pipeline include Siloam 
Hospitals Bau-Bau (140 beds) and Siloam Hospitals Bogor (~200 beds), as highlighted 
by management. The expected valuations of these two hospitals add up to ~S$100m.  
 

 Portfolio valuation dropped 1.2% as a result of weaker cashflow due to the weak 
Singapore CPI. Weak Singapore CPI for 2015 and 2016 capped the amount of base 
rental escalation for FIRT’s properties. Nonetheless, with MAS expecting Singapore’s 
2017 CPI to come in at around 1% (vs negative CPIs in 2015/2016), that should provide 
some reprieve this year.  
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ACCUMULATE (Maintained)
LAST DONE PRICE 

FORECAST DIV

TARGET PRICE

TOTAL RETURN

COMPANY DATA

O/S SHARES (M N) : 772

M ARKET CAP (USD mn / SGD mn) : 708 / 1011

52 - WK HI/LO (SGD) : 1.39 / 1.15

3M  Average Daily T/O (mn) : 0.35

MAJOR SHAREHOLDERS (%)

21.7%

BOWSPRIT CAPITAL 5.7%

PT M ENARA TIRTA INDAH 5.7%

PRICE PERFORMANCE (%)

1M T H 3 M T H 1Y R

COM PANY 2.0 (4.7) 19.2

STI RETURN 2.3 6.4 20.2

PRICE VS. STI

Source: B loomberg, PSR

KEY FINANCIALS

Y / E Sep t F Y 15 F Y 16 F Y 17e F Y 17e

Gross Rev (SGD mn) 100.7  107.0  115.1    120.8     

NPI (SGD mn) 99.3   105.5  109.4  114.8      

Dist Inc. (SGD mn) 61.9    65.2   70.2   74.3       

P /NAV (x) 1.23    1.31     1.22    1.23        

DPU, adj (Cents) 8.3      8.5      8.6      8.7         

Distribution Yield, % 6.5      7.1       7.2      6.6         

Source: Company Data, B loomberg

Valuation Method

DDM (Cost of equity 7.53%, Terminal Growth 1%)

Dehong Tan (+65 6212 1849)

tandh@phillip.com.sg

SGD 1.320
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http://internetfileserver.phillip.com.sg/POEMS/Stocks/Research/ResearchCoverage/SG/FIRT20151030.pdf
http://internetfileserver.phillip.com.sg/POEMS/Stocks/Research/ResearchCoverage/SG/FIRT20151030.pdf
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Investment Action 

At 6.5%, FIRT trades at a higher yield and lower P/B than fellow healthcare REIT Parkway 
Life. Its lower gearing of 30% also allows it ample firepower for further acquisitions from its 
sponsor.  

Our risk free rate maintains at 3.1% as we think that allows ample buffer even with current 
rising interest rates. We maintain our ACCUMULATE call for First REIT with an unchanged 
DDM-derived target price of S$1.32. 

 

 
First REIT Historical Dividend Yield and Price/NAV 

4.5

5

5.5

6

6.5

7

7.5

8

8.5

9

9.5

Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17

Dividend Yield

DIVIDEND_YIELD Average +1S.D. -1S.D

Source: Bloomberg, Phillip Securities Research (Singapore)

0.8

0.9

1

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17

Price/NAV

PX_TO_BOOK_RATIO Average +1S.D. -1S.D

Source: Bloomberg, Phillip Securities Research (Singapore)

 
 
 

Peer Comparison Table 
Name PSR CALL Mkt Cap (SGD mn) Last Close ($) Dvd Yld:D-1 P/B Latest Gearing (%)

FIRST REIT ACCUMULATE 1,010                     1.31 6.44 1.30 31.1

PARKWAY LIFE REIT 1,460                     2.42 5.14 1.45 38.2

Source: Bloomberg, Phi l l ip Securities  Research (Singapore)  
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Financials

Statement of Total Return and Distribution Statement Balance Sheet

Y/E Dec, SGD mn FY14 FY15 FY16 FY17e FY18e Y/E Dec, SGD mn FY14 FY15 FY16 FY17e FY18e

Gross Revenue 93.3    100.7   107.0   115.1   120.8   ASSETS

Total Property expenses (1.4) (1.4) (1.2) (5.8) (6.0) Investment properties 1,172     1,268     1,273     1,373     1,423     

Net Property Income 91.9    99.3     105.8   109.4   114.8   Cash and Cash Equivalents 28.2        26.8        33.6        35.1        24.7        

Net Finance (Expense)/Inc (15.1)   (16.3)    (17.5)    (19.7)    (21.4)    Total Assets 1,212     1,315     1,341     1,420     1,459     

Net Income before tax and FV changes 65.5    70.0     74.9     78.9     83.7     

FV changes 47.2    24.2     (8.9)      -            -            LIABILITIES

Tax expense (22.1)   (28.5)    (23.9)    (17.7)    (18.8)    Total Current Liabilities 68.2        83.7        182.0     252.8     186.9     

Net Income after tax and FV changes 90.6    67.8     40.3     61.1     64.8     Interest bearing borrowings, non current 370.1     398.3     271.6     249.8     331.8     

Distribution adjustments (32.4)   (5.9)      24.9     9.1        9.5        Total Non-Current Liabilities 399.2     440.4     320.7     278.9     360.9     
Income available for distribution 58.2    61.9     65.2     70.2     74.3     Total Liabilities 467.4     524.1     502.7     531.8     547.9     

EQUITY
Shareholder Equity 745.0     791.1     838.6     888.1     911.6     

Per share data (SGD)

Y/E Dec FY14 FY15 FY16 FY17e FY18e

NAV 1.02    1.04     1.01     1.08     1.07     
DPU (cents) 8.1       8.3        8.5        8.6        8.7        

Cash Flow Valuation Ratios

Y/E Dec, SGD mn FY14 FY15 FY16 FY17e FY18e Y/E Dec FY14 FY15 FY16 FY17e FY18e

CFO P/NAV 1.15 1.23 1.31 1.22 1.23

Net Income before tax 112.7  96.3     64.2     78.9     83.7     Distribution yield (%) 6.90 6.46 7.09 7.18 6.61
Interest Expense 13.4    15.1     16.0     20.8     21.6     NPI yield (%) 7.8% 7.8% 8.3% 8.0% 8.1%

Management fees settled in units 6.7       6.7        3.6        8.1        8.4        Growth & Margins (%) FY14 FY15 FY16 FY17e FY18e

Cashflow from Ops 80.8 74.3 81.5 92.5 97.2 Growth

CFI Revenue 12.0% 8.0% 6.3% 7.6% 5.0%

Cashflow from investments (67.7)   (56.5)    (21.2)    (100.0)  (50.0)    Net property income (NPI) 14.5% 8.1% 6.6% 3.3% 5.0%

CFF DPU 7.0% 2.7% 2.4% 1.3% 1.7%

Share issuance -           -            -            54.0     7.0        Margins

Distributions to unitholders (39.8)   (50.0)    (56.7)    (54.2)    (58.3)    NPI margin 98.5% 98.6% 98.9% 95.0% 95.0%
Net increase in borrowings 39.3    44.3     (31.1)    30.0     15.0     Operating Income Margin 70.3% 69.5% 70.0% 68.5% 69.2%

Cashflow from financing (14.4)   (19.4)    (36.6)    8.9        (57.9)    Key Ratios

Net change in cash (1.1)     (1.4)      6.7        1.6        (10.4)    Net Gearing 33.1% 34.0% 30.8% 31.2% 31.4%

CCE, end 28.2    26.8     33.6     35.1     24.7     

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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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

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 
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. 

 
 


