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Industrial sub-sector: A major merger on the horizon 
 
SINGAPORE | REAL ESTATE (REIT) | UPDATE 

 We believe ESR is laying the foundation to consolidate SSREIT, CIT and Cache 
 Cache has a link to ESR through ARA and Warburg Pincus, but HNA could be an 

opposing force 

What is the news? 
The manager of Sabana Shari’ah Compliant REIT (SSREIT), Sabana Real Estate Investment 
Management Pte. Ltd. (SREIM), announced that Mr Kevin Xayaraj, Chief Executive Officer 
(CEO) and Executive Director (ED) of SREIM has tendered his resignation and his last day of 
service will be on 31 December 2017 or earlier. The reason given was to “address 
unitholder’s feedback to pave a way for change and new leadership”. This comes after the 
failed attempt by unitholders to remove SREIM as the manager of SSREIT at the recent 
Extraordinary General Meeting (EGM) on 28 April. 

How do we view this? 
Resignation of CEO/ED could be connected to the ongoing Strategic Review 
We believe that the resignation of the CEO/ED of SREIM could be part of the terms of the 
ongoing Strategic Review. Recall that e-Shang Redwood Limited (ESR) recently became a 
substantial unitholder of SSREIT with a 5.01% stake in March this year. Though there has 
been no confirmation, it is possible ESR had voted against Resolution 1 of the EGM to 
remove SREIM as the manager of SSREIT; and had also voted against Resolution 3 of the 
Annual General Meeting (AGM) to authorise the manager to issue units or convertible 
instruments. 

ESR exerting pressure on SREIM 
We believe that it is not ESR’s intention to become the largest shareholder of SSREIT, but 
to acquire the crown jewel – the lucrative REIT manager franchise. By voting against 
Resolution 3 of the AGM, ESR had effectively crippled the incumbent manager’s ability to 
make acquisitions, or to manage the cash available for distributable income to unitholders. 

Acquiring the manager appears to be cheaper than voting to remove it 
In August 2016, the Trustee-Manager of Croesus Retail Trust (CRT) was internalised for JPY 
4,100 million (~S$50 million). Based on the JPY 631.837 million Trustee-Manager’s fees 
during FY2016 ended-June, the internalisation was at a Price-to-Sales (PS) multiple of 6.5x 
of the Trustee-Manager’s revenue. Applying the same 6.5x PS multiple to SREIM for FY2016 
ended-December Manager’s fees of S$5.333 million, it would appear that SREIM would be 
priced at ~S$34.6 million. 

In March 2017, ESR had acquired at further 0.12% of SSREIT for S$546,250, bringing its 
total stake to 5.01%. We estimate that ESR would have had required at least ~15% of 
voting rights in SSREIT, had it wanted to vote in favour of Resolution 1 of the EGM to 
remove SREIM and be reasonably assured of success. The cost of acquiring 15% of SSREIT 
would have required somewhere in excess of S$70 million. 

Not uncommon for the board of directors and key management to be reshuffled 
We have seen board members and key management being reshuffled, as new majority 
shareholders of the managers of Cambridge Industrial Trust (CIT) and IREIT Global (IREIT) 
emerged. 

In the case of CIT, ESR had acquired an 80% stake in Cambridge Industrial Trust 
Management Limited (CITM), the manager of CIT in January 2017. Prior to ESR’s 
acquisition, Mr Philip Henry Lewis Levinson, CITM’s then-CEO, had resigned just two 
months earlier in November 2016 (similar to resignation of SREIM’s CEO, Mr Kevin Xayaraj) 
and so did Non-Executive Director, Mr Ian Andrew Smith in July 2016 (similar to resignation 
of SREIM’s Non-Executive Director, Ms Ng Shin Ein in February 2017). 
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Following the completion of ERS’s acquisition of the 80% stake in CITM, there were three 
staff movements in March 2017. Mr Adrian Chui Wai Yin was appointed as the CEO/ED of 
CITM, Mr Michael Patrick Dwyer resigned to take on a new appointment at ESR and Mr 
Pearce Philip John was appointed to the Board of CITM. 

In the case of IREIT, Tikehau Investment Management Asia Pacific Pte. Ltd. (Tikehau) had 
acquired an 80% stake in IREIT Global Group Pte. Ltd., the manager of IREIT in November 
2016. On the same day that the acquisition of the manager was completed, Mr Bruno de 
Pampelonne was appointed as Non-Executive Director; Mr Itzhak Sella and Mrs Jeremy 
Adina Bard Cooper resigned from their positions as CEO/ED and Chief Investment 
Officer/Asset Manager respectively, pursuant to the terms of the acquisition. 

CIT is our prime suspect for a consolidation with SSREIT 
If ESR were to become a majority shareholder of SREIM, we believe that a consolidation 
between CIT and SSREIT would be on the cards. ESR is the majority shareholder of CITM 
and holds a 12.01% stake in CIT (second largest unitholder). A consolidation of the two 
REITs would bring about scale and efficiency in managing the two portfolios as one. The 
combined market capitalization of the two REITs would possibly cross the S$1 billion mark 
with investment properties in excess of S$2.3 billion, placing it between Keppel DC REIT 
(KDCREIT) (S$1.4 billion) and AIMS AMP Capital Industrial REIT (AAREIT) (S$880 million) in 
terms of market capitalization. 

Cache could be included too, by virtue of its relation with Warburg Pincus through ARA 
ARA Asset Management Limited (ARA) has been delisted, following a privatisation offer by 
founder, Mr John Lim together with a consortium which includes private-equity firm, 
Warburg Pincus. ESR is a subsidiary of Warburg Pincus and Warburg Pincus would have an 
effective stake in the manager of Cache Logistics Trust (Cache), ARA-CWT Trust 
Management (Cache) Limited. The manager is a 60:40 joint-venture between ARA and 
CWT Limited (CWT). 

There is also an ongoing offer by HNA Holding Group (HNA) to acquire CWT. Apart from 
being a part-owner of Cache’s manager, CWT is also the Sponsor for Cache. In the event of 
a takeover of CWT by HNA, CWT’s right of first refusal (ROFR) agreement to Cache remains 
valid provided ARA-CWT Trust Management (Cache) Limited remains the manager of the 
trust, and CWT holds at least 15% of the manager. HNA could oppose a merger for Cache, 
as HNA may lose a platform to inject its assets into to recycle capital. 

Mr Tong has majority interest in VIT and could push for a merger as well 
ESR currently does not have any involvement with Viva Industrial Trust (VIT). The Sponsors 
of VIT are Ho Lee Group Pte. Ltd. (HLG) and Kim Seng Holdings Pte. Ltd. (KSH). VIT trades 
as a stapled security with a REIT manager and a business trust trustee-manager – both of 
which are wholly owned by Viva Investment Management Pte. Ltd. (VIM). VIM is owned 
by HLG, KSH and various other possible individuals such as Mr Wilson Ang Poh Seng 
(CEO/ED), Mr Frank Ng Tze Wei (Head of Investor Relations & Investment) and Mr Tong 
Jinquan (Mr Tong). However, Mr Tong recently became the majority stapled securityholder 
of VIT on 17 February with a deemed interest of 50.08%. 

No influence by ESR over SBREIT has been established 
For now, it does not appear that ESR is able to exert any direct influence over Soilbuild 
Business Space REIT (SBREIT). Both the Sponsor and manager of SBREIT are 100% owned 
by Mr Lim Chap Huat (Mr Lim). Mr Lim is also the largest unitholder of SBREIT with a 
25.56% stake. However, Mr Lim is invested in REITs such as IREIT and SBREIT together with 
Mr Tong. Mr Tong is in turn invested in CIT and SSREIT, together with ESR. 

Investment Actions 
We would view any unusual trading activity or price-spikes in the smaller capitalised REITs 
such as SSREIT, CIT, Cache and VIT as market optimism over a consolidation materialising. 
At this time, we place a lower probability of SBREIT being involved in such a consolidation. 
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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 
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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. 
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