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First REIT 
A new dawn 
 

SINGAPORE | REAL ESTATE (REIT) | UPDATE  

 OUE Limited and OUE Lippo Healthcare (OUELH) collectively acquiring 100% of the 
shares in Bowsprit Capital Corporation Limited (Bowsprit), the Manager of First REIT 
(FIRT), from Lippo Karawaci (LPKR). 

 OUELH also acquiring 10.63% of FIRT units from Bridgewater International Limited 
(Bridgewater) (subsidiary of LPKR). 

 OUELH and LPKR will each have 10.63% stake in FIRT upon completion of transaction. 
 New ROFR pipeline from OUELH – which includes healthcare assets in Japan, China, 

Malaysia – in addition to existing ROFR pipeline from LPKR.  
 Cash infusion from LPKR’s divestment of stake in Bowsprit and FIRT through its holding 

companies, will ease its cash flow status and potentially improve receivables at FIRT. 
 Maintain Neutral with an unchanged TP of S$1.31. 

 

What is the news? 
1) OUE Limited and OUELH acquiring 60% and 40% respectively of shares in Bowsprit 

from LPKR, for S$39.6mn. 
2) At the same time, OUELH will be acquiring 10.63% of units in FIRT from Bridgewater, 

via OLH Healthcare Investments Pte. Ltd. (OHI), for S$102.7mn (c.S$1.23/unit). 
 Total purchase consideration of S$144.8mn (incl fees & expenses) to be settled in cash. 
 Proposed acquisition is subject to OUELH’s shareholders’ approval and MAS’ approval, 

and is expected to be completed by end November 2018. 
Refer to Appendix for ownership and trust structure. 
 

The Positives 
- Expanded ROFR pipeline to access Japan, China, Malaysia. OUELH will be granting FIRT a 
right-of-first-refusal (ROFR) to acquire any of its healthcare assets, subject to the 
completion of the proposed acquisition, which could pave inroads for FIRT to access 
geographies it currently does not have a presence in. 
- Potential improvement in tenant concentration risk management. Moving forward, this 
could also reduce FIRT’s reliance on LPKR as the single biggest lessee of its properties (83% 
of FIRT’s GRI in FY17). The existing ROFR pipeline from LPKR will remain. 
- Potential improvement in receivables with cash infusion into core tenant LPKR. The 
purchase consideration of S$144.8mn (incl. fees & expenses) for the 10.63% stake in FIRT 
will be paid in cash to LPKR. This could have a positive spillover effect into rentals owed by 
LPKR. FIRT's receivables of S$29.1mn represent more than a quarter of FY17 revenue. As 
per our conversation with the Manager following this latest announcement, there had not 
been any delays on LPKR’s end for payments past their due dates.  
 

Outlook 
Outlook has improved for FIRT's receivables as the cash infusion into LPKR could potentially 
be used to pay outstanding rental owed to FIRT. This transaction only changes the 
ownership structure of the REIT and the Manager, and does not affect operations of the 
REIT. The expanded ROFR pipeline from OUELH would allow FIRT to pursue inorganic 
growth in other markets such as Japan, China and Malaysia. The existing ROFR from LPKR 
remains in place and is focused on Indonesia healthcare assets. Current gearing of 34.1% 
affords a debt headroom of c.S$82.9m (assuming 40% gearing) to pursue inorganic growth 
strategies. 
 

Maintain NEUTRAL with unchanged TP of S$1.31  
No changes made to our forecasts as this transaction does impact the REIT operationally, 
and it is pending approval by OUELH shareholders and the MAS. Our target price translates 
to a FY18e yield of 7.2% and a P/NAV of 1.12x. 
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APPENDIX 

 

Figure 1: Ownership structure of Bowsprit and FIRT, pre- and post-acquisition 

 

Source: OUE Lippo Healthcare 

 

Figure 2: Trust structure of FIRT remains unchanged 

 

Source: First REIT 

 
 
 
 
 

1) OUE Limited acquiring 60% and 
OUELH acquiring 40% of Bowsprit 
from LPKR’s intermediate holding 
company, LK REIT Management 
Pte. Ltd. (LKRM), for S$39.6mn. 

2) OUELH acquiring 10.63% of units 
in FIRT from Bridgewater via OHI, 
for S$102.7mn. 

3) Upon completion of transaction, 
OUELH and LPKR will each have 
10.63% stake in FIRT. 

 
 
 
 
 
 
 
 
 
 
Bowsprit remains the Manager of 
FIRT.  
 
This transaction does not affect 
operations at the REIT. 
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Financials

Statement of Total Return and Distribution Statement Balance Sheet

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

Gross Revenue 100.7       107.0   111.0 118.4 125.2 ASSETS

Total Property expenses (1.4)          (1.2)      (1.5)     (1.6)     (1.7)     Investment properties 1,268 1,273 1,349 1,399 1,449 

Net Property Income 99.3         105.8   109.5 116.8 123.5 Cash and Cash Equivalents 26.8    33.6    15.7    18.7    12.3    

Net Finance (Expense)/Inc and Other Fees (29.3)        (30.9)    (28.7)  (33.0)  (34.4)  Total Assets 1,315 1,341 1,424 1,465 1,515 

Net Income before tax and FV changes 70.0         74.9     80.7    83.7    89.1    

FV changes 26.3         (10.7)    12.8    -          -          LIABILITIES

Tax expense (28.5)        (23.9)    (20.1)  (18.4)  (19.6)  Total Current Liabilities 83.7    182.0 241.5 292.9 105.1 

Net Income after tax and FV changes 67.8         40.3     73.4    65.3    69.5    Interest bearing borrowings, non current 398.3 271.6 278.1 261.8 471.4 

Distribution adjustments (5.9)          24.9     (6.7)     4.1      4.3      Total Non-Current Liabilities 440.4 320.6 330.0 312.0 522.2 

Income available for distribution 61.9         65.2     66.7    69.5    73.8    Total Liabilities 524.1 502.6 571.5 604.9 627.3 

EQUITY

Shareholder Equity 791.1 777.7 791.4 806.1 833.8 

Perpetual Securities holders' fund -          60.9    60.9    54.1    53.5    

Per share data (SGD)

Y/E Dec FY15 FY16 FY17 FY18e FY19e

NAV 1.04         1.09     1.09    1.10    1.11    

DPU (cents) 8.30         8.47     8.57    8.91    9.25    

Cash Flow

Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e Valuation Ratios

CFO Y/E Dec FY15 FY16 FY17 FY18e FY19e

Net Income before tax 96.3         62.2     93.6    83.7    89.1    P/NAV 1.28 1.22 1.22 1.21 1.20

Interest Expense 15.1         16.0     15.7    21.3    22.2    Distribution yield (%) 6.2% 6.4% 6.4% 6.7% 7.0%

Management fees settled in units 6.7            3.6        4.4      8.0      8.4      NPI yield 7.8% 8.3% 8.1% 8.3% 8.5%

Cashflow from Ops 74.3 81.5 72.4 100.9 96.8 Growth & Margins FY15 FY16 FY17 FY18e FY19e

CFI Growth

Cashflow from investments (56.3)        (29.9)    (70.7)  (48.8)  (48.8)  Revenue 8.0% 6.3% 3.7% 6.7% 5.8%

CFF Net property income (NPI) 8.1% 6.6% 3.4% 6.7% 5.8%

Share issuance -                -            -          25.0    25.0    DPU 3.1% 2.0% 1.2% 3.9% 3.9%

Distributions to unitholders (50.0)        (56.7)    (63.0)  (69.5)  (73.8)  Margins

Net increase in borrowings 44.3         (31.1)    63.1    20.0    20.0    NPI margin 98.6% 98.9% 98.6% 98.6% 98.6%

Cashflow from financing (19.4)        (44.8)    (19.5)  (49.1)  (54.5)  Operating Income Margin 69.5% 70.0% 72.8% 70.7% 71.1%

Net change in cash (1.4)          6.7        (17.8)  3.0      (6.4)     Key Ratios

CCE, end 26.8         33.6     15.7    18.7    12.3    Net Gearing 33.7% 30.8% 33.5% 33.9% 34.1%

Source: Company, Phillip 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

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 cata lysts , and speculative undertones  

surrounding the s tock, before making our fina l  recommendation 
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Contact Information (Singapore Research Team) 
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Paul Chew – paulchewkl@phillip.com.sg  Mohamed Amiruddin - amiruddin@phillip.com.sg 
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Tin Min Ying – tinmy@phillip.com.sg  Chen Guangzhi - chengz@phillip.com.sg Alvin Chia - alvinchiawy@phillip.com.sg  
   
Transport | REITs (Industrial) REITs (Commercial, Retail, Healthcare) | Property Technical Analysis 
Richard Leow - richardleowwt@phillip.com.sg Dehong Tan - tandh@phillip.com.sg Jeremy Ng - jeremyngch@phillip.com.sg 
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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 license 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. 


