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Brave move in these extraordinary times 

 
• Ascott Residence Trust non-redemption of S$250m 

4.68% perpetual may set a precedence among S-

REITs 

• Positive for equity unitholders of ART as 

preservation of gearing capacity remains key, BUY 

Call maintained TP S$1.11 on ART. 

• Possible indexation into EPRA NAREIT Global 

Developed Index to lift share price higher.  

• Perpetual security holders may look forward to 

future redemption when times normalize; reset 

dates for other REIT perpetuals to watch.  

 

What’s New 

Ascott Residence Trust (ART) announced that the manager 

will not be redeeming its 250m 4.68% perpetual security on 

its first redemption date on the 30 June 2020. As such, this 

perpetual security will be reset on the 30 June 2020 based 

on the pre-determined 5-year Swap Offer Rate (SOR) + 

2.5%. Based on the last spot 5-year SOR rate of 0.5%, the 

new reset coupon is estimated to be around c.3.0%, which 

is 168 basis points lower than the original coupon.  
  
The reason for the non-redemption is due to (i) cash 

preservation strategy due to expected adverse financial 

performance in the near term in response to the COVID-19 

outbreak, (ii) unfavourable market conditions to issue new 

perpetual securities to repay the existing perpetual 

securities, (iii) pressure on financial metrics if the manager 

taps on the debt to repay the perpetual security.  
 

Impact on equity shareholders:  

 

1. The right business decision to preserve capital.  

We understand ART’s decision not to redeem the 

perpetuals, unlike previous rounds, is due to the highly 

uncertain operating climate. We also understand that access 

to new perpetual issuances could be more challenging for 

now, and hence the inability to get optimal pricing for new 

perpetual security issuance may not holding back ART from 

tapping this market. The strategy to maintain gearing level 

coupled with interest savings is probably the best decision in 

view of the current difficult and uncertain time, amid a low 

interest rate environment.  

 

This decision will help to preserve cashflow (via interest 

savings) and reduce balance sheet stress and benefit all 

stakeholders especially unitholders. However, as there is no 

precedence on perpetual bonds reset, the perpetual bonds 

may not have priced in the impact yet.  

 

1. Repay perpetual security with debt is not a financially 

prudent move.  

While the possibility to repay perpetual securities through 

debt is certainly available to ART, we believe this will not be 

a prudent decision as ART’s gearing would rise to c.39% 

(from 35.7%). We believe this will not be a good allocation 

of capital given that (i) we believe that there is a possibility 

to acquire assets (hopefully distressed assets) in the current 

tough operating conditions, and (ii) potential asset 

devaluation come end 2020 for selected assets given the 

cashflow disruption from COVID-19.  

 

2. Incremental benefit to unitholders in a year of stress.  

This will likely be beneficial for unitholders in terms of 

interest cost savings in the range of S$2.5m to S$3.0m per 

year. This translates to 2.3%-2.5% of our FY20F 

distributable income.  

 

3. Index inclusion to the EPRA NAREIT Global Developed 

Index is possibly around the corner  

We believe that that the chance of ART being included into 

the EPRA NAREIT Developed Index is high post its merger 
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with Ascendas Hospitality Trust. Its market cap of S$3.0bn 

(adjusted free float of c.S$1.6bn) is similar to the level when 

previous index candidates were added in index review dates 

in the past. The date to look out for will be 4 June 2020, 

which will provide clarity if ART will be added to the index. 

We believe some of the strength in ART’s share price in the 

recent week may have been on the back of expectations of 

a potential index inclusion.  

 

Impact on perpetual security holders:  

 

1. Non-redemption does not imply lack of access to capital.  

We do not see this as a sign of financial weakness as ART 

continues to enjoy strong access to debt capital markets 

with up to c.S$200m uncommitted debt facilities (+S$225m 

in committed facilities) which can be tapped upon. 

Moreover, we understand that assess to the perpetual 

market is current closed, which limits the ART’s ability to tap 

a new issuance to redeem this tranche. Therefore, we 

believe that the choice of non-redemption is driven by the 

decision to maintain capital structure flexibility.  

 

2. A bitter pill for perpetual security holders; but can look 

forward to possible redemption at future coupon 

payment dates.  

This reset will naturally be viewed negatively for perpetual 

security unitholders who are likely to be looking forward to 

be redeemed. The pricing of the perpetual security (4.68% 

back in 2015, 2.5% spread against the then 5-year SOR of 

2.18%) was when base interest rates were much higher. 

Based on the current 5-year SOR of 0.5% as of 29 May 

2020, this reflects a drop in coupon rate of 168bps. We 

note that the reset feature rather than the usual coupon 

step-up is unique in S-REITs perpetual security structures.  

We do note that the manager has the option of redeeming 

the perpetual securities at every distribution date (i.e. 31 

Dec 2020) from the reset date, which is a possible scenario 

we look forward to, if market normalcy returns.  

 

3. A precedence for future perpetual issuances?  

On a bigger picture, as ART has set a precedence to reset 

perpetual bonds rather than the more common approach to 

redeem existing perpetual bonds and replace with a new 

issuance of perpetual bonds, we expect more REITs may 

now view this as a possible option depending on market 

conditions.  

 

There are currently c.S$1.55bn of perpetual securities in 

issue, and we note that the next reset date is AREIT’s 

S$300m perpetual securities @ 4.75% on 14 Oct 2020 and 

KREIT’s S$150m 4.98% perpetual securities which may 

result in more than 150bps in savings if reset.  

 

In 2021, there are 4 perpetuals with reset dates totaling 

S$5655m from FHT, MLT and Soilbuild, LMRT. Please refer 

to the list below for details.  While there is no decision made 

yet, assuming a similar reset in coupon rates, it will imply a 

drop in coupon rates of 1.0% to 1.8% (at current 5-year 

SOR rates of 0.5%).   

 

 

 
List of S-REITs perpetuals in issuance   

Annual 

Coupon 

Rate 

Reset Date Reference Rate Issue Size  

(S$'m) 

Current Ask 

Price* 

Assumed Reset Rate 

(based on spot SOR) 

Ascott Residence Trust 3.88% 04-Sep-24 5 yr SOR + 2.352% 150.0 100.1 2.9% 

Ascott Residence Trust 4.68% 30-Jun-20 5 yr SOR + 2.50% 250.0 99.3 3.0% 

Frasers Hospitality 4.45% 12-May-21 5 yr SOR + 2.45% 100.0 97.9 3.0% 

Ascendas REIT 4.75% 14-Oct-20 5 yr SOR + 2.43% 300.0 100.5 2.9% 

Keppel REIT 4.98% 2-11-2020 5 yr SOR + 2.71% 150.0 98.4 3.2% 

ESR REIT 4.60% 03-Nov-22 5 yr SOR + 2.6% 150.0 93.1 3.1% 

Lippo Malls Retail REIT 7.00% 27-Sep-21 5 yr SOR + 5.245% 140.0 84.2 5.7% 

Mapletree Logistics Trust 3.65% 28-Mar-23 5 yr SOR + 1.815% 180.0 99.9 2.3% 

Mapletree Logistics Trust 4.18% 25-Nov-21 5 yr SOR + 2.30% 250.0 101.2 2.8% 

Soilbuild Business Space REIT 6.00% 27-Sep-21 3YR SOR + 3.79% 65.0 106.3 4.2% 

*prices as of 29/5/2020 

Source: Bloomberg Finance L.P., DBS Bank 
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Past refinancing/redemption of perpetual securities 

 

Perpetual that was redeemed Replacement perpetual 

Annual 

Coupon 

Rate 

Redemption Date Reference Rate 

Issue 

Size 

(S$'m) 

Annual Coupon Rate Reference Rate 
Issue Size 

(S$'m) 

Ascott REIT 5.00% 27-Oct-19 SOR + 3.405% 150 3.88% SOR + 2.352% 150 

Mapletree Logistics  

Trust 
5.38% 19-Sep-17 SOR + 3.65% 350 3.65% SOR + 1.815% 

180 

* Remainder 

was refinanced 

with a private 

placement and 

preferential 

offering 

Source: Bloomberg Finance L.P., DBS Bank 
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DBS Bank recommendations are based on an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return, i.e.,  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame) 

*Share price appreciation + dividends 

 

Completed Date:  1 Jun 2020 08:21:23  (SGT) 

Dissemination Date: 1 Jun 2020 09:43:47  (SGT) 

 

Sources for all charts and tables are DBS Bank unless otherwise specified. 

 

GENERAL DISCLOSURE/DISCLAIMER  

This report is prepared by DBS Bank Ltd. This report is solely intended for the clients of DBS Bank Ltd, its respective connected and associated 

corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any means or (ii) 

redistributed without the prior written consent of DBS Bank Ltd.      

 

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS 

Bank Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively, 

the “DBS Group”) have not conducted due diligence on any of the companies, verified any information or sources or taken into account any other 

factors which we may consider to be relevant or appropriate in preparing the research.  Accordingly, we do not make any representation or 

warranty as to the accuracy, completeness or correctness of the research set out in this report. Opinions expressed are subject to change without 

notice. This research is prepared for general circulation. Any recommendation contained in this document does not have regard to the specific 

investment objectives, financial situation and the particular needs of any specific addressee. This document is for the information of addressees 

only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate independent legal or financial 

advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit) 

arising from any use of and/or reliance upon this document and/or further communication given in relation to this document. This document is not 

to be construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons 

associated with any of them may from time to time have interests in the securities mentioned in this document. The DBS Group, may have 

positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and 

other banking services for these companies. 

 

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can 

be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments. 

The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed, it may 

not contain all material information concerning the company (or companies) referred to in this report and the DBS Group is under no obligation to 

update the information in this report. 

 

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned 

schedule or frequency for updating research publication relating to any issuer.   

 

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and 

assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on 

which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual 

results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED 

UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that: 

 

(a)  such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and 

(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk 

assessments stated therein. 

 

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 
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Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 

mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the 

commodity referred to in this report.  

 

DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any public 

offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does not engage 

in market-making.   

 

ANALYST CERTIFICATION 

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the 

companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her 

compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) 

primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate1 does not serve as an officer of the 

issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real 

estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the 

management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for the content of this research report or 

his associate does not have financial interests
2
  in relation to an issuer or a new listing applicant that the analyst reviews.  DBS Group has 

procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in connection with the production of 

research reports.  The research analyst(s) responsible for this report operates as part of a separate and independent team to the investment 

banking function of the DBS Group and procedures are in place to ensure that confidential information held by either the research or investment 

banking function is handled appropriately.  There is no direct link of DBS Group's compensation to any specific investment banking function of the 

DBS Group. 

  

 

COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS'') or their subsidiaries and/or other affiliates  have a 

proprietary position in Ascott Residence Trust, Frasers Hospitality Trust, Ascendas REIT, Keppel REIT, Mapletree Logistics Trust, 

Soilbuild Business Space Reit,  recommended in this report as of 30 Apr 2020. 

2. Neither DBS Bank Ltd nor DBS HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research 

Report.  

3. DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates have a net long position exceeding 0.5% of the total issued 

share capital in Ascott Residence Trust, Frasers Hospitality Trust, Ascendas REIT, Mapletree Logistics Trust, Soilbuild Business Space 

Reit, recommended in this report as of 30 Apr 2020. 

4. DBS Bank Ltd, DBS HK, DBSVS, DBSVUSA or their subsidiaries and/or other affiliates beneficially own a total of 1% of any class of 

common equity securities of Frasers Hospitality Trust, Mapletree Logistics Trust, Soilbuild Business Space Reit, as of 30 Apr 2020. 

 

Compensation for investment banking services: 

5. DBS Bank Ltd, DBS HK, DBSVS their subsidiaries and/or other affiliates of DBSVUSA have received compensation, within the past 12 

months for investment banking services from  Ascendas REIT, Mapletree Logistics Trust, Soilbuild Business,  as of 30 Apr 2020. 

6. DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA have managed or co-managed a public offering 

of securities for  Ascendas REIT, Mapletree Logistics Trust, Soilbuild Business  in the past 12 months, as of 30 Apr 2020. 

  

 
1
 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of 

which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person 

accustomed or obliged to act in accordance with the directions or instructions of the analyst.   

2
 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an issuer or a 

new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis.  This term 

does not include commercial lending conducted at arm's length, or investments in any collective investment scheme other than an issuer or new 

listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new listing applicant.   
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7. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of 

securities as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons 

wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any 

security discussed in this document should contact DBSVUSA exclusively.            

 

Disclosure of previous investment recommendation produced: 

8. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates may have published 

other investment recommendations in respect of the same securities / instruments recommended in this research report during the 

preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment 

recommendations published by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other 

affiliates in the preceding 12 months.      

 
 

RESTRICTIONS ON DISTRIBUTION  

General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of 

or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use 

would be contrary to law or regulation. 

 

Australia This report is being distributed in Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian Financial 

Services Licence no. 475946. 

 

DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services Licence under the 

Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS Bank Ltd and DBSVS 

are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK is regulated by the 

Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from Australian laws. 

 

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 

 

Hong Kong This report has been prepared by a person(s) who is not licensed by the Hong Kong Securities and Futures Commission 

to carry on the regulated activity of advising on securities in Hong Kong pursuant to the Securities and Futures 

Ordinance (Chapter 571 of the Laws of Hong Kong). This report is being distributed in Hong Kong and is attributable to 

DBS Bank (Hong Kong) Limited, a registered institution registered with the Hong Kong Securities and Futures 

Commission to carry on the regulated activity of advising on securities pursuant to the Securities and Futures Ordinance 

(Chapter 571 of the Laws of Hong Kong). DBS Bank Ltd., Hong Kong Branch is a limited liability company incorporated 

in Singapore.  

                 

For any query regarding the materials herein, please contact Carol Wu (Reg No. AH8283) at dbsvhk@dbs.com 

 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.  

 

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received 

from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection 

with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report 

are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their 

respective connected and associated corporations, affiliates, their directors, officers, employees, agents and parties 

related or associated with any of them may have positions in, and may effect transactions in the securities mentioned 

herein and may also perform or seek to perform broking, investment  banking/corporate advisory and other services for 

the subject companies. They may also have received compensation and/or seek to obtain compensation for broking, 

investment banking/corporate advisory and other services from the subject companies. 

 

Wong Ming Tek, Executive Director, ADBSR 
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Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn 

No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by 

the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective 

foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the 

Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited 

Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the 

report to such persons only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 6327 

2288 for matters arising from, or in connection with the report. 

 

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.  

 

United 

Kingdom 

This report is produced by DBS Bank Ltd which is regulated by the Monetary Authority of Singapore.  

 

This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is 

authorised and regulated by the Financial Conduct Authority in the United Kingdom.  

 

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and 

associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in 

any form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communication is 

directed at persons having professional experience in matters relating to investments. Any investment activity following 

from this communication will only be engaged in with such persons. Persons who do not have professional experience in 

matters relating to investments should not rely on this communication. 

 

Dubai 

International 

Financial 

Centre  

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at units 608 - 610, 6
th
 Floor, 

Gate Precinct Building 5, PO Box 506538, DIFC, Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated 

by The Dubai Financial Services Authority. This research report is intended only for professional clients (as defined in the 

DFSA rulebook) and no other person may act upon it. 

 

United Arab 

Emirates 

This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as 

defined in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for 

information purposes only and should not be relied upon or acted on by the recipient or considered as a solicitation or 

inducement to buy or sell any financial product. It does not constitute a personal recommendation or take into account 

the particular investment objectives, financial situation, or needs of individual clients. You should contact your 

relationship manager or investment adviser if you need advice on the merits of buying, selling or holding a particular 

investment. You should note that the information in this report may be out of date and it is not represented or 

warranted to be accurate, timely or complete. This report or any portion thereof may not be reprinted, sold or 

redistributed without our written consent. 

 

United States This report was prepared by DBS Bank Ltd.  DBSVUSA did not participate in its preparation.  The research analyst(s) 

named on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. 

The research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a 

subject company, public appearances and trading securities held by a research analyst. This report is being distributed in 

the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to Major 

U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified persons 

as DBSVUSA may authorize.  Any U.S. person receiving this report who wishes to effect transactions in any securities 

referred to herein should contact DBSVUSA directly and not its affiliate.  

 

Other 

jurisdictions 

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 

professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 
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