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Property Sector

Company Rating Price TP Upside M.Cap.

(S$) (S$) (%) (US$'mn)

Developer

CapitaLand Accumulate 3.050 3.27 7.2% 10,361

CapitaMalls Asia Buy 1.645 1.82 10.6% 5,111

Ho Bee Investment Neutral 1.305 1.27 -2.7% 732

Keppel Land Neutral 3.430 3.24 -5.5% 4,233

OUE Accumulate 2.440 2.83 16.0% 1,774

SC Global Neutral 0.985 1.00 1.5% 327

Source: Bloomberg, PSR

Source: Bloomberg, PSR
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Sector Overview 
The Property Sector in our Singapore coverage consists of 
Property developers, property investment companies and 
Real Estate Investment Trusts. 
 

 Diversified developers focused on commercial assets 
 Higher interim dividends from CMA and OUE 
 Still early for bottom-fishing of undervalued high-end 

developers 
 Residential sales improved quarter-on-quarter 
 
Summary  
Diversified developers such as Keppel Land and 
CapitaLand had been active in acquisitions of commercial 
assets over the past 6 to 12 months. Having committed to 
investment totaling $2.4bn YTD, CapitaLand remains in 
investment mode, looking into more acquisition 
opportunities. 
 
Higher interim dividends have been proposed by 
commercial/hotel asset-focused developers CMA and OUE 
following stronger operating cash flows from operating 
assets.  
 
High-end residential developers SC Global and Ho Bee 
remained undervalue and we think upside is not insight yet, 
given uncertain future earnings outlook. We expect SC 
Global to return to black in 2H12 with recognition of sales in 
project in China and sale of completed units in Singapore. 
Ho Bee will see no major project completions in FY13 
except commercial project The Metropolis.  
 
In Singapore, developers generally sold more residential 
units in 2Q12 compared to the preceding quarter. In China, 
both Keppel Land and CapitaLand saw higher sales in 
2Q12 after the sentiments in residential market improved 
following interest rate cuts by the central bank. 
 
Most developers were seen gearing up over the past 3 
quarters, except CDL and Ho Bee which maintained 
relatively stable gearing over the period. 
 
We keep CMA as our top pick given its strong development 
pipeline and resilient retail consumption growth in Asia’s 
developing countries.    
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Diversified developers focused on commercial assets 
Keppel Land reported 25% y-y higher revenue of $130.3mn 
for 2Q12 due to higher contributions from property 
development, fund management and hotel segments. 
PATMI was further lifted by contribution from Reflections at 
Keppel Bay, increased 88% to $94.7mn. We expect China 
residential projects to underpin its 2H12 earnings with a 
number of completions in the pipeline. Having completed 
and (partially) divested Marina Bay Financial Centre and 
Ocean Financial Centre in Singapore, Keppel Land has 
been deploying capital into overseas commercial 
developments, such as commercial development in Beijing’s 
CBD, Saigon Centre Phase 2 in HCMC, Vietnam and 
redevelopment of IFC Jakarta Tower 2, Indonesia. 
CapitaLand’s results were in-line with our expectations with 
PATMI at $385.9mn, or 3.3% y-y lower mainly due to lower 
reval gains and higher financial costs. On adjusted basis, it 
would have been 4.7% y-y higher. Having committed to 
investment totaling $2.4bn YTD, it remains in investment 
mode, looking into more acquisition opportunities. Note that 
most of the acquisitions had been on commercial assets, 
except the $359mn Somerset Grand Cairnhill which is an 
integrated development of serviced apartment cum 
residential.  
 
Fig 1: Keppel Land has over 400,000 sqm of prime commercial 
space under development 

 
Source: Company 

 
Fig 2: New Investments committed YTD 2012 by CapitaLand  

 

 
Source: Company 

Higher interim dividends 
OUE bottom-line was slightly below our expectation as One 
Raffles Place Tower 2 (40%-owned) had not contributed 
meaningfully with just 6 months into completion of building 
works. Nonetheless, its hotel operations and other 
commercial assets continued to strengthen its operating 
cash flow and thus a 3 cents interim dividend was proposed 
(2 cents in 2011 interim payout). It is staging for major 
refurbishment works at DBS Towers and One Raffles Place 
retail podiums as well as expansion of new wing at its 
Crowne Plaza Changi Airport Hotel in 2013. Retail mall 
developer CMA reported a set of encouraging results, with 
operating income from China improved after Minhang Plaza 
and Hongkou Plaza heading into second quarter of 
operations. The improved results also prompted the 
management to declare a 1.625 cents interim dividend (1.5 
cents in 2011 interim payout). Its pipeline of malls opening 
remains exciting with Star Vista in Singapore set to open in 
Sept this year and 6 more malls in China to be opened by 
year end.  
 
Still early for bottom-fishing of undervalued high-end 
developers 
Luxury residential developer SC Global is juggling the hot 
potatoes of challenging operating condition in Australia 
residential market and weak luxury residential segment in 
Singapore. That resulted in net loss of $31.7mn for 1H12, as 
opposed to profit of $119.1mn in 1H11. Nonetheless, with 
further sales of completed units in Singapore and 
recognition of sales from China project upon completion in 
2H12 should bring SC Global back to black for FY12. Ho 
Bee reported a lumpy $72.9mn PATMI for 2Q12 due to 
recognition of sales from its completed industrial project One 
Pemimpin. Outlook for 2H12 remain strong with another 2 
residential projects to be completed. However, we remained 
wary of its FY13 earnings as there will be no major 
residential project completions in FY13, other than potential 
fair value gain upon completion of its office development 
The Metropolis.  
 
Sales improved quarter-on-quarter 
Developers generally sold more residential units in 2Q12 
compared to the preceding quarter. Keppel Land sold about 
100 residential units in Singapore, mainly attributable to its 
mass-market project The Luxurie. The 622-unit project is 
about 68% sold as of end-July. CapitaLand unloaded 202 
units in 2Q12, of which 124 units were attributable to Sky 
Habitat. CDL sold 1,299 units in 1H12, compared to 809 
units in 1H11 and 1,818 units in the whole 2011. In the 
luxury residential segment, Ho Bee and SC Global sold 10 
units and 5 units respectively in 2Q12, compared to just 1 
unit sold in the previous quarter.  
 
In China, both Keppel Land and CapitaLand saw higher 
sales in 2Q12 after the sentiments in residential market 
improved following interest rate cuts by the central bank. 
Keppel Land sold 490 units in 2Q12, totaling Rmb363mn 
while CapitaLand sold 812 units on Rmb1.78bn sales. 
Developers in general remained cautious on the outlook of 
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2H12 residential market in China, but noted there are pent 
up demand following quiet sales period in the first half of the 
year.  
 
Fig 3: Number of residential units sold by developers 

Developer

2011 1Q12 2Q12 2011 1Q12 2Q12

Keppel Land 

(sales value) 480

90 

(S$117 

mn)

100 

(S$184 

mn) 1400

190 

(Rmb137 

mn)

490 

(Rmb363 

mn)

CapitaLand 

(sales value)

844 

(S$1.35 

bn)

57 

(S$88 

mn)

202 

(S$379  

mn)

1500 

(Rmb3.1 

bn)

255* 

(Rmb432 

mn)

812* 

(Rmb1,78 

bn)

City Dev 

(sales value)

1,818 

(S$1.75 

bn)

Ho Bee 40 1 10

SC Global 16 1 5

Singapore China

1,299     

(S$1.25bn)

 
* Including options issued.  
Source: Companies, URA, PSR estimates 

 
Uninspiring progress in office space take-up  
Office take up rates were slow in the quarter with marginal 
improvement achieved at new office buildings. At MBFC 
Tower 3, occupancy rate increased to 70% from the 67% in 
1Q12, OUE Bayfront increased to 85.9% from the 84% in 
1Q12 and One Raffles Place Tower 2 saw occupancy lifted 
from 55% in 1Q12 to 60%.  
 
Gearings  
Most developers were seen gearing up over the past 3 
quarters, except CDL and Ho Bee which maintained 
relatively stable gearing over the period. CMA had been 
aggressive in acquisition of retail assets in China, Japan and 
Malaysia which contributed to the escalating gearing over 
the period.  
 
Fig 4: Gearing ratio (x) of developers  

Developer

4Q10 4Q11 1Q12 2Q12

Keppel Land 0.20 0.10 0.16 0.19

CapitaLand 0.20 0.31 0.36 0.41

City Dev 0.29 0.21 0.20 0.21

CMA -0.11 0.04 0.15 0.25

OUE 0.46 0.54 0.56 0.61

Ho Bee 0.45 0.27 0.27 0.26

SC Global 2.10 1.70 1.79 1.88

Source: Companies, PSR estimates

Net Debt/Equity 
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Fig 5: Reported results vs PSR estimates 

Developer Remarks

Reported 

1H12

PSR FY12 Reported 

1H12

PSR FY12

(S$'mn)

CapitaLand 1,503.6 2,930.9 51% 286.6 565.9 51% PATMI ex reval

CMA 145.5 230.5 63% 162.7 301.4 54% PATMI ex reval

Ho Bee 185.8 435.5 43% 88.7 118.6 75%

Keppel Land 300.5 1,325.7 23% 236.6 426.7 55% PATMI ex reval

OUE 193.9 381.5 51% 55.1 112.9 49% PBT ex other gains

SC Global 172.8 566.2 31% -31.7 23.5 N.A.

Revenue Reported 

as a % of 

estimates

PATMI Reported 

as a % of 

estimates

 
Source: Companies, PSR  

 
Fig 6: Developers dividend yield and valuation ratios 

TP (S$) FY11 FY12E FY13E FY11 FY12E FY13E

Keppel Land 5,297 Neutral 4.99 -35% 3.24 3.43 -5.4 20 5.8 3.5 11.3 15.2 0.94 0.84 0.81

CMA 6,395 Buy 2.15 -15% 1.82 1.645 10.8 3.125 1.9 15.5 16.1 32.1 1.14 1.08 1.06

OUE 2,220 Accumulate 4.36 -35% 2.83 2.44 16.1 14 5.7 8.2 27.4 26.6 0.82 0.79 0.78

Ho Bee 916 Neutral 3.17 -60% 1.27 1.305 -2.8 4 3.1 4.5 7.5 10.8 0.54 0.51 0.49

SC Global 409 Neutral 2.87 -65% 1.00 0.985 2.0 2 2.0 3.1 17.6 8.6 0.63 0.62 0.58

CapitaLand 12,964 Accumulate 3.85 -15% 3.27 3.05 7.3 8 2.6 13.1 17.4 19.4 0.93 0.91 0.87

Last 

close 

(S$)

Upside 

(%)

T12m DPS 

(S cent)

T12m Div 

yield (%)

PER (x) PBR (x)

Company

Mkt Cap 

(S$mn) Rating

RNAV 

(S$)

Disc / 

prem to 

RNAV

 
Source: Bloomberg, Companies, PSR  
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Important Information 

 
This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City 
Tower, Singapore 179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of 
Singapore (“Phillip Securities Research”). By receiving or reading this publication, you agree to be bound by the terms 
and limitations set out below. 
 
This publication 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 document by mistake, please delete or destroy it, 
and notify the sender immediately.  Phillip Securities Research shall not be liable for any direct or consequential loss 
arising from any use of material contained in this publication. 
 
The information contained in this publication has been obtained from public sources, which Phillip Securities Research 
has no reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions 
(collectively, the “Research”) contained in this publication are based on such information and are expressions of belief 
of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this 
information and no representation or warranty, express or implied, is made that such information or Research is 
accurate, complete, appropriate or verified or should be relied upon as such. Any such information or Research 
contained in this publication 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. In no event will 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 preparation 
or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to 
any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage 
of this publication or (ii) accept any legal responsibility from any person who receives this publication, even if it has 
been advised of the possibility of such damages.  You must make the final investment decision and accept all 
responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or 
other materials presented in this publication. 
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material 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 publication 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 
publication 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 publication has been made available constitutes 
neither a recommendation to enter into a particular transaction, nor a representation that any product described in this 
material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may 
be described in this publication 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 research 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 preparation or 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 preparation or issuance of this report, may have participated in or invested in transactions with the 
issuer(s) of the securities mentioned in this publication, 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 
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preparation or 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 publication. 

 

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 preparation or 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 
preparation or issuance of this report, may at any time engage in any of the above activities as set out above or 
otherwise hold a interest, whether material or not, in respect of companies and investments or related investments, 
which may be mentioned in this publication. 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 preparation or issuance of this report, which is not reflected in this 
material, 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 preparation or 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 preparation or issuance of this 
report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of 
this material. 
 
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.  
 
Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on 
Investment Products (FAA-N01) do not apply in respect of this publication.  
 
This material 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 material may not be 
suitable for all investors and a person receiving or reading this material 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. 
 
Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection 
with, this document. 
 
This report is only for the purpose of distribution in Singapore. 
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