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Sabana Shari'ah Compliant REIT 
A new substantial Unitholder has emerged 
 
SINGAPORE | REAL ESTATE (REIT) | TRADING NOTE 

 Event-driven trading idea 

Since our original Trading Note from over a month ago (23 January), units of  Sabana 
Shari'ah Compliant REIT (SSREIT) have appreciated by ~15%, and investors who had 
bought into it would have also received the 4Q FY16 distribution of 0.88 cent/unit – 
bringing total return to ~17%. We believe that the odds of a re-rating for the REIT have just 
improved with the new substantial Unitholder coming on board. 

Investment Action: Event-driven Trading Buy 
Our "Trading Buy" call is specifically with a view to trade on the event risk arising from the 
impending general meeting, restructuring of the REIT and resultant re-rating of the REIT. It 
is not based on any merits/demerits of the proposed acquisitions or fundamental outlook 
for the REIT. Our target price of $0.54 is based on 0.90x P/NAV multiple. Key risk: A 
restructuring does not materialise, thus rendering our thesis void. 

What is the news? 
A new substantial Unitholder has emerged 
SSREIT announced through a filing made on 3 March after market hours that e-Shang 
Infinity Cayman Limited, a 95.2% owned indirect-subsidiary of e-Shang Redwood Limited 
(ESR), has crossed the threshold as a new substantial Unitholder with a 5.01% stake in 
SSREIT. 
To give some background, ESR recently bought an 80% stake in the manager of Cambridge 
Industrial Trust (CIT). ESR also holds a 12.01% stake in CIT. 

What do we think of this? 
A few possible outcomes, with ESR now in the mix 
We do not believe that ESR, being a real estate investment firm, intends to be a passive 
minority investor of SSREIT. Instead, we believe that ESR has the intention of taking an 
active role in the REIT. We can think of a few possible scenarios: (1) ESR voting to remove 
the incumbent manager with the intention of taking over the helm, (2) ESR taking a stake in 
the incumbent manager and forming a strategic alliance, (3) an outright takeover of SSREIT 
or (4) ESR taking over as the Sponsor of the REIT – all of which should positively re-rate 
SSREIT.  

The odds of a re-rating has just improved 
Incidentally, Mr. Tong Jinquan who has a 6.19% interest in SSREIT also holds an 18.5% 
interest in CIT. With ESR joining into the fray, the combined interest of 11.2% by ESR and 
Mr. Tong is now just ~4.7% shy of Vibrant Group's ~12% stake together with the manager's 
3.92% interest. What this means is that the fragmented minority Unitholders do appear to 
have a shot at removing the incumbent manager and trigger a re-rating of the REIT. 
Investors should monitor subsequent announcements for updates on ERS's interest in 
SSREIT. 

Reiterate our base case scenario of SSREIT being re-rated to 0.90x P/NAV 
In our original note, our base case scenario was pegged to our forward NAV/unit estimate 
of $0.56. We continue to peg our target price to 0.90x P/NAV. Following the Rights Issue 
and the announcement of FY16 results, we now estimate NAV/unit to be $0.60, giving a 
target price of $0.54 and an implied ~26% upside to go. We believe that our expectation for 
0.90x P/NAV is reasonable, given that the ESR-managed CIT is currently trading at 0.91x of 
its $0.634 NAV/unit. 
Apart from our base case scenario, our bear case scenario is 0.8x P/NAV, or $0.48; and bull 
case scenario is 1.0x P/NAV, or $0.60. 
We estimate that gearing has been significantly lowered to ~36%, following the repayment 
of $60.0 million of short-term debt from the Rights Issue proceeds. 
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FORECAST DIV
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COMPANY DATA
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KEY FINANCIALS
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Gross Rev. (SGD mn) 89.8   100.3  100.8  91.8    
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P/NAV (x) 0.99   0.88   0.80   0.50   

DPU, adj (cents) 9.38   7.33   6.85   4.17    
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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. 

 
 


