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Making up lost ground 

• Divergent valuation multiples too attractive to ignore 

for selected industrial mid-cap S-REITs 

• DPU growth of mid-cap industrial S-REITs are expected 

to outperform the large caps in FY21 

• Selected mid-cap REITs have potential pipeline assets 

that may more than double AUM, if acquired  

• Top picks for mid-cap REITs are ALLT and SBREIT 

Divergent valuation multiples amongst mid-cap and large-cap 

industrial S-REITs a time-limited opportunity. While investors have 

rightfully awarded the larger-cap industrial S-REITs (top 5) premium 

valuations for their strong lineage, acquisition pipelines and stock 

liquidity, most of their share prices are close to multi-year highs. 

Therefore, we see relative value amongst the mid-cap industrial S-

REITs where investors are rewarded with ample valuation buffers at 

P/NAV multiple gap of 0.8x (vs. historical average of 0.3x) and yield 

pick-up of 2.9% (vs. historical average of 1.9%). Amongst the 

mid-cap industrial S-REITs, we like AIT, ALLT and SBREIT which are 

yielding 6.9%, 8.5% and 9.1% respectively; and, we believe have 

the capacity and availability to tap on their Sponsors for inorganic 

growth in the longer term. M&A between industrial S-REITs may 

also spark a compression in yields when it happens.  

 

Portfolio metrics of mid-cap REITs are not worse off than their 

large-cap counterparts. While acknowledging that there are higher 

concentration risks given their smaller-sized portfolios, we however 

see fairly similar portfolio risk profiles as per the large caps, in 

terms of tenant industry exposures (37% in technology & 

biomedical healthcare) and even asset types. In fact, SBREIT 

stands out for its relatively larger exposure in the business 

park/hi-specification segments which support the value-added 

manufacturing sector while ALLT stands out for its quality ramp-

up properties in Singapore. In addition, the mid-cap industrial S-

REITs have lower SME tenant exposure (4%) as compared to the 

large-cap S-REITs (9%).  

 

Growth rates to converge in 2022; new Sponsors offer 

acquisition pipelines. While DPU growth has lagged over the past 

few years, this is expected to converge in 2021-2022 to 3%, 

which is largely organic in nature. In fact, with a new Sponsor in 

LOGOS (for ALLT), we see selected S-REITs being able to compete 

with the big boys for quality assets and potentially double their 

AUMs. Their Sponsors’ overseas exposure also gives the mid-cap 

REITs the opportunity to expand overseas and diversify their 

portfolios. Similar to the large-cap REITs, mid-cap REITs can 

balance their portfolio land lease tenures by diversifying into 

freehold properties overseas. 
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STOCKS 

   12-mth   

 Price Mkt Cap Target Price Performance (%)  

 S$ US$m S$ 3 mth 12 mth Rating 

       
ARA LOGOS 

Logistics Trust 
0.57 441 0.70 39.5 (29.4) BUY 

Ascendas India 

Trust 
1.35 1,111 1.85 17.4 (1.5) BUY 

Soilbuild Business 

Space Reit 
0.40 363 0.50 29.0 (34.9) BUY 

 

Source: DBS Bank, Bloomberg Finance L.P. 

Closing price as of  24 Jun 2020 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

YTD share price performance of industrial S-REITs 

 

Industrial REITs 
YTD 

(FY20) 

YTD  

(from FY20 High) 

YTD 

(from FY20 Low) 

AREIT 8.1% 1.9% 15.5% 

MLT 14.4% -2.9% 24.4% 

FLT -5.7% -7.3% 32.2% 

KDCREIT 21.2% -1.9% 15.6% 

AIT -13.5% -18.8% 11.7% 

EREIT -25.5% -27.5% 23.4% 

AAREIT -12.6% -14.4% 17.9% 

ALLT -21.0% -19.3% 24.2% 

ECWREIT -6.7% -3.5% 28.7% 

SBREIT -22.1% -19.8% 28.6% 

SSREIT -20.7% -21.5% 19.7% 

Source: DBS Bank, Bloomberg Finance L.P. 
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Valuation spreads between large-cap and mid-cap industrial REITs are too wide to ignore 
 

Divergent price-to-book (P/NAV) performance of large-cap and 

mid-cap industrial REITs. The five largest market cap industrial 

REITs have collectively been trading at a premium to their book 

values in the past, except for the Global Financial Crisis years of 

FY08-09 when average price-to-book fell to as low as 0.6x. 

Since the correction in March 2020 caused by the COVID-19 

outbreak, prices of large-cap Industrial S-REITs have rebounded 

beyond their book values and are now trading at c.1.7x, or +1.5 

standard deviation (SD) since FY06. 

On the other hand, mid-cap REITs (AIT, EREIT, AAREIT, ALLT, 

ECWREIT, SBREIT, SSREIT) have historically been trading close to 

their book values, averaging 1.0x since FY06. Similarly, the 

average price-to-book ratio for mid-cap REITs hit the lowest 

(0.3x) in FY08-09. During the recent COVID-19 pandemic, mid-

cap REITs traded at a discount to book value of 0.8x, the second 

sharpest decline in their history.  Currently, mid-cap REITs are 

trading at 0.9x, a slight discount to book value or -0.5 SD. 

Correspondingly, the price-to-book multiple gap between the 

large-cap and mid-cap REITs stand at c.0.8x. This is significantly 

higher than the historical average of 0.3x and is the second-

widest gap between them since FY06.  

Large-cap dividend yields have been compressed. As a result of 

the higher share prices, large-cap REITs have historically been 

trading at a 6.4% yield, while mid-cap REITs trade 1.9ppts higher 

at 8.3%. However, the share price rally focusing on the larger S-

REITs has brought average headline yields to 4.7%, the 

differential between the mid-cap S-REITs has now widened to 

2.9%, which we find attractive. 

 

Second largest price-to-book spread between large-cap and mid-cap REITs since FY06 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg Finance L.P., Company, DBS Bank 

 

Recent spike in dividend yields of mid-cap REITs mainly due to share price correction 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg Finance L.P., Company, DBS Bank   
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Peer Comparison Table  

Industrial 

REITs 

Price 

S$ 
Rec 

12-mth 

Target 

Price 

S$ 

Mkt 

Cap 

S$m 

DPU  

(FY19/20) 

DPU  

FY20/21 

DPU  

FY21/22 

Yield  

(FY19/20) 

Yield  

(FY20/21) 

Yield  

(FY21/22) 
P/NAV 

AREIT 3.21 BUY 3.45 11,597 16.0 16.1 16.4 5.0% 5.0% 5.1% 1.5 

MLT 1.99 BUY 2.05 7,563 8.1 8.2 8.4 4.1% 4.1% 4.2% 1.6 

FLT 1.15 BUY 1.40 3,920 7.3 7.4 7.8 6.3% 6.5% 6.7% 1.1 

KDCREIT 2.52 BUY 2.55 4,115 7.6 8.3 9.3 3.0% 3.3% 3.7% 2.2 

AIT 1.34 BUY 1.85 1,532 6.4 9.4 10.4 4.8% 7.0% 7.7% 1.2 

EREIT 0.40 BUY 0.43 1,377 4.0 2.8 3.2 10.2% 7.2% 8.1% 0.9 

AAREIT 1.25 BUY 1.40 864 9.5 9.5 9.6 7.6% 7.6% 7.7% 0.9 

ALLT 0.57 BUY 0.70 612 6.0 4.8 4.8 10.7% 8.5% 8.6% 1.0 

ECWREIT 0.70 BUY 0.80 557 6.0 5.7 6.3 8.7% 8.2% 9.1% 0.8 

SBREIT 0.41 BUY 0.50 512 4.2 3.7 3.8 10.4% 9.1% 9.3% 0.7 

SSREIT 0.37 HOLD 0.48 384 2.9 2.7 2.9 8.0% 7.3% 7.9% 0.6 

Source: Bloomberg Finance L.P., Company, DBS Bank 

 

 

Mid-cap REITs are trading at -0.5 SD to their historical average P/NAV 

Industrial REITs P/NAV Mean +1 SD - 0.5 SD -1 SD -2 SD Trough 

AREIT 1.49 1.24 1.36 1.24 1.12 1.00 1.03 

MLT 1.58 1.14 1.27 1.14 1.01 0.88 0.91 

FLT 1.13 1.19 1.30 1.19 1.08 0.97 1.01 

KDCREIT 2.21 1.40 1.64 1.40 1.16 0.92 1.09 

AIT 1.24 1.30 1.46 1.30 1.14 0.98 0.91 

EREIT 0.92 0.97 1.13 0.97 0.81 0.65 0.75 

AAREIT 0.93 0.95 1.07 0.95 0.83 0.71 0.66 

ALLT 0.96 1.13 1.22 1.13 1.04 0.95 0.96 

ECWREIT 0.82 0.83 0.88 0.80 0.77 0.71 0.62 

SBREIT 0.69 0.96 1.03 0.96 0.89 0.82 0.83 

SSREIT 0.64 0.84 0.84 0.77 0.71 0.57 0.50 

Source: Bloomberg Finance L.P., Company, DBS Bank 
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Financial Metrics are broadly similar 
 

Positives in the larger-cap S-REITs are priced in; mid-cap S-REITs 

offer good value. The difference in trading performance between 

the large-cap industrial S-REITs (“large-cap S-REITs”) and mid-cap 

industrial S-REITs (“mid-cap S-REITs”) could be attributed to 

several factors including trading liquidity, portfolio diversification 

and diversified funding sources. 

 

With a market capitalisation of at least S$3bn, large-cap S-REITs 

have a significantly higher market free float than the mid-cap S-

REITs. Moreover, the large-cap REITs are constituents of the 

various MSCI and EPRA NAREIT indices which help increase 

trading liquidity. Large-cap REITs also have a more geographically 

diversified portfolio, with an average of more than 42% of their 

portfolio contributed by overseas assets in Asia Pacific, Europe 

and the US. 

 

Excluding AIT and ECWREIT, mid-cap REITs only have an average 

of 22% of their portfolio diversified overseas. As seen in the 

chart below (DPU growth chart on page 5), the global economic 

contraction in FY08-09 affected the earnings and DPU growth of 

all REITs regardless of their market cap. However, events that are 

more country-specific such as the 2-month Circuit Breaker 

measures in Singapore will have a larger impact on the earnings 

of mid-cap REITs as their portfolios are more concentrated in 

Singapore. 

 

Strong access to funding is not only limited to large-cap S-REITs. 

While the large-cap S-REITs have access to a larger number of 

borrowers to diversify their funding sources and enjoy lower 

funding costs at an average all-in borrowing rate of 2.6% as 

compared to the significantly higher borrowing rate of 3.7% for 

the mid-cap REITs (excluding AIT and ECWREIT). However, we do 

note that the refinancing spread has been compressing over time 

selectively, especially with the entry of ESR as sponsor of ESR-REIT 

(formerly Cambridge Industrial Trust), credit spreads have also 

compressed over time with new banking relationships being 

established. If potential acquisitions or M&A materialise, we 

believe that credit spreads will further compress as the mid-cap S-

REITs bulk up and diversify their earnings base.  

 

Mid-cap REITs have higher gearing levels on average. While 

investor perception is that financial metrics for the mid-cap S-

REITs are weaker, this is not true given that on a weighted 

average basis, gearing levels of mid-cap S-REITs are only 0.2ppts 

higher than that of the large-cap REITs (35.8% vs. 35.6%). The 

higher gearing ratios only apply to EREIT and ALLT at 41.7% and 

40.8% respectively. However, other balance sheet metrics are 

similar with ICR ratios in excess of 2.5x. 

  

There are concerns about some mid-cap S-REITs having a higher 

need to recapitalise their balance sheets, but we see this risk 

being mitigated by the higher MAS gearing limit of 50%. With 

the increase in gearing limit to 50%, all S-REITs have a larger 

debt headroom and would not breach the new limit even if 

portfolio valuations decline by up to 15%. 

 

As highlighted in our previous report (The Next Big Test for S-

REITs), we estimate that portfolio valuations of industrial REITs 

should not decline by more than 5%. At this level, the gearing 

levels of EREIT and ALLT would inch up to 44% and 42% 

respectively, giving them ample buffer to the revised leverage 

limit. Among the mid-cap REITs, AIT, AAREIT and SSREIT have the 

lowest gearing currently.

Key financial metrics  

Industrial REITs Current gearing Gearing @ 5% decline FY20 ICR ratios ICR Ratio @ 25% dip in EBIT ICR Ratio @ 50% dip in EBIT 

AREIT 35.1% 36.9% 5.8 4.4 2.9 

MLT 39.3% 41.4% 5.2 3.9 2.6 

FLT 35.5% 37.4% 8.3 6.2 4.1 

KDCREIT 32.2% 33.9% 15.9 11.9 7.9 

AIT 28.0% 29.5% 6.0 4.5 3.0 

EREIT 41.7% 43.9% 2.9 2.2 1.5 

AAREIT 35.2% 37.1% 5.4 4.1 2.7 

ALLT 40.8% 42.2% 3.6 2.7 1.8 

ECWREIT 38.7% 40.7% 4.3 3.2 2.1 

SBREIT 38.5% 40.5% 3.4 2.5 1.7 

SSREIT 31.5% 33.2% 3.8 2.9 1.9 

Source: Bloomberg Finance L.P., Company, DBS Bank   
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Growth to converge in 2021-2022 
 

DPU growth of mid-cap REITs expected to outperform in FY21, 

converge in FY22. Despite some structural and fundamental 

differences between the large-cap and mid-cap REITs as 

mentioned in the previous pages, we expect the latter to post 

strong DPU growth rates in FY21. This is mainly due to a 

rebound from the sharp decline in the earnings of mid-cap REITs 

in FY20. Based on our estimates for FY21-22, DPU of mid-cap 

REITs are expected to grow by 6% and 3% respectively, 

outperforming the large caps.  

 

DPU of mid-cap REITs are expected to decline in FY20 mainly 

due to the retention of income for rental rebates and deferrals, 

as well as the lack of geographical diversification. However, the 

mid-cap REITs have gradually increased their overseas portfolio 

over the years. ALLT and SBREIT have the most geographically 

diversified portfolio among the mid-cap REITs. Approximately 

27% and 17% of ALLT’s and SBREIT’s portfolios are in Australia. 

 

Although the retention of income in anticipation of rental 

rebates and deferrals is a drag to earnings in FY20, mid-cap 

REITs are expected to post a strong rebound in FY21. EREIT, 

ALLT and AAREIT have made the most significant income 

retentions (as a percentage of projected FY20 distribution 

income) of 7%, 5% and 4% respectively. However, in the 

absence of income retention, the mid-cap REITs are expected to 

post an average DPU growth of 6% in FY21. 

 

Mid-cap REITs have also demonstrated their capital management 

abilities in coping with tightening credit markets. Amidst the 

increasing borrowing margins, mid-cap REITs have not been 

impacted as most have refinanced their debt obligations early 

before margins started to rise. With more funding sources and 

access to alternative debt instruments, some mid-cap REITs could 

in fact lower their cost of debt. For example, EREIT recently 

redeemed S$160m of MTNs in April and May. At the cost of 

4.10% and 3.95%, the replacement of these MTNs with term 

loans are expected to lower EREIT’s all-in borrowing costs from 

3.8% to 3.7%.  

 

Dividend differential between large-cap and mid-cap REITs are 

unusually high. Currently, the average dividend yield differential 

between the large-cap and mid-cap REITs is 2.9%, significantly 

higher than the historical average of 1.9%. This implies that 

share prices of mid-cap REITs have an average upside of c.18% 

before dividend yields compress and differentials normalise at 

1.9%.

DPU growth of mid-cap REITs expected to outperform that of large-cap REITs 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company, DBS Bank  
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Sponsors of Industrial S-REITs  
 

Sponsor pipeline as a major source of growth for large-cap 

REITs. Large-cap S-REITs have been able to grow their 

portfolios at a much faster rate than the mid-cap S-REITs as 

the former have their Sponsors’ assets to tap. Large-cap REITs 

have access to highly sought-after assets as well as sizeable 

portfolios of overseas assets to make their entry into a new 

jurisdiction meaningful and efficient.  

With the likes of CapitaLand Limited, Mapletree Investments, 

Frasers Property and Keppel Corporation as Sponsors of the 

large-cap REITs offering a major source of acquisitions for 

their S-REITs, we do see emerging opportunities for selected 

mid-cap S-REITs to tap.  

Selected mid-cap S-REITs have opportunities to double their 

existing portfolios. Since ESR replaced Cambridge Industrial 

Trust’s Sponsor in FY17, EREIT has had access to an enlarged 

pipeline of more than S$4bn of logistics assets throughout 

China, Singapore, Japan and Australia. While the S-REIT has 

yet to tap its Sponsor’s pipeline of properties, the availability is 

not recognised by investors for now.  

ALLT – new pipelines to tap. Most recently, the partnership 

between ARA and LOGOS has paved the way for an enlarged 

pipeline for ALLT. LOGOS currently has an AUM worth up to 

S$9.4bn, and its logistics assets in Singapore, Australia and 

China would complement ALLT’s portfolio. We estimate that 

the value of the pipeline can make ALLT a force to be 

reckoned with over time.  

SBREIT – attractive assets in Singapore. We are attracted by 

the Sponsor’s development of two pipeline assets (Solaris@ 

Tai Seng, and Solaris@Kallang) from Soilbuild Group which 

when acquired, will significantly improve the portfolio quality 

in the longer term.  

Overall, we believe that the enhanced pipeline will lead to the 

re-rating of these mid-cap REITs once they begin to deliver 

sizeable acquisitions from their Sponsors. 

 

Mid-cap REITs have an enhanced pipeline from their Sponsors  

REIT Sponsor Pipeline 
Potential growth 

in AUM 

AREIT CapitaLand Limited  
S$1.6bn of assets in Singapore; c.89% - business parks, c.7% - data 

centres 
< 20% 

MLT Mapletree Investment Pte Ltd  
More than 4.7m sqm of logistics properties that are newly completed or 

under development; China, Vietnam, Malaysia and Australia 
< 20% 

FLT Frasers Property  
ROFR to acquire more than S$5bn of logistics, business parks and 

commercial properties in Australia, UK, Europe, Singapore, etc. 
> 100% 

KDCREIT Keppel Telecommunications & Transportation  Sponsor and related entities hold assets Australia, Europe and Malaysia > 50% 

AIT CapitaLand Limited  S$600m of assets in India; mostly business parks > 20% 

EREIT ESR Cayman Limited  
More than S$4bn of assets held on Sponsor's balance sheet; logistics and 

industrial properties in China, Singapore, Japan and Australia 
> 100% 

AAREIT AIMS Financial Group  - - 

ALLT ARA and LOGOS  

6m sqm of logistics properties owned and under development by LOGOS, 

with a completed AUM of S$9.4bn; mainly in Singapore, Australia and 

China 

> 100% 

ECWREIT Forchn Holdings Group Co. Ltd.  
Warehouses and logistics facilities that are managed by the Cainiao 

Network and Ruyicang 
- 

SBREIT Soilbuild Group  
Two Solaris-branded high-spec business space projects with a combined 

GFA of c.7.5m sqft 
> 50% 

SSREIT ESR Cayman Limited  
More than S$4bn of assets held on Sponsor's balance sheet; logistics and 

industrial properties in China, Japan and Australia 
> 100% 

Source: Company, DBS Bank 
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Similar portfolio metrics across the industrial S-REITs 
 

Mid-cap REITs’ exposure to SME tenants are contained. 

Industrial landlords in Singapore are required to provide SME 

tenants who have been severely affected by the COVID-19 

pandemic a one-month rental waiver. Fortunately, most mid-

cap REITs have taken the prudent stance of retaining some 

income in 1Q20 in anticipation of these rental waivers and 

rebates. Despite this, there are still concerns on whether the 

income retained is sufficient.  

Overall, the mid-cap REITs’ exposures to SME tenants in 

Singapore are between 30-40%, higher than the large-cap 

REIT’s average exposure of 20-30%. However, the mid-cap 

REITs had been more proactive in retaining income in the 

previous quarter and we believe that most have sufficient 

buffers in place.  

Assuming that mid-cap REITs have to provide a one-month 

rental waiver for all SME tenants, this would account for c.3% 

of their annual revenue. Based on our estimates, mid-cap 

REITs would be able to cover most of the one-month rental 

waiver with the income retained so far, and any further 

income retention in 2Q20 should be lower than in the 

previous quarter. As such, we do not expect any significant 

downside risk to our revised estimates for the mid-cap REITs. 

 

Provisions have been made for rental waivers 

S- REITs Portfolio exposure to SME 
SME's contribution to 

monthly revenues 

Income retained 

(S$'m) 

Retained income as a % of full-

year revenues 

AREIT 15% 1% - - 

MLT 12% 1% - - 

FLT - - - - 

KDCREIT - - - - 

AIT - - - - 

EREIT 35% 3% 7.0 3% 

AAREIT 40% 3% 2.9 2% 

ALLT 38% 3% 2.5 2% 

ECWREIT - - 0.5 - 

SBREIT 30% 3% 0.8 1% 

SSREIT - - - - 

Source: Companies, DBS Bank 

 

Tenant industry diversifications are similar; mid-cap S-REITs 

have greater weightage in the bio-med and consumer sectors. 

The COVID-19 pandemic has brought forth some structural 

changes in the economy and led to acceleration of certain 

trends. The widespread outbreak has made the biomedical 

and healthcare sector more crucial than before. The continued 

drive to digitalise the economy will drive the technology and 

infocomm sector, and the rise of e-commerce would benefit 

the logistics and distribution sector. We believe that the 

consumer goods sector will continue to be a mainstay and 

remain relatively stable, and so will the government sector 

and non-profit organisations. 

However, the depressed oil prices and projected economic 

slowdown will pose a challenge for those in the oil and gas, 

commodity and marine sectors. Lockdowns of nations to curb 

the spread of COVID-19 have weighed negatively on 

international travel and tourism, and put pressure on the 

aerospace sector.  

We compared the exposure of industrial REITs to tenants in 

the various sectors and noticed that the exposure among the 

large-cap and mid-cap REITs are actually very similar. The 

proportions of their exposures to the fast-growing sectors and 

declining sectors are on par.  

Although it may be too generic to access each REIT’s earning 

risks according to tenant industry as there will be winners and 

losers in every sector, we believe that this gives us a very good 

sense of their tenant diversification. Among them, a large-cap 

industrial REIT and MLT have the highest exposures to the 

commodity, marine and aerospace industries, accounting for 

c.21% and c.10% of their tenants respectively.  
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Breakdown of Industrial S-REITs by tenant industry subsectors 

Industrial REITs Technology, 

Infocomm 

Biomedical, 

Healthcare 

Consumer 

goods 

Logistics, 

Distribution 

Government, 

NPO 

Oil & Gas, Commodities, 

Marine, Aerospace 

Others 

Large-cap average 34% 5% 21% 15% 4% 9% 26% 

AREIT 25% 13% 4% 18% 6% 3% 30% 

MLT 16% 3% 40% - - 10% 31% 

FLT 7% 2% 30% 26% 6% 4% 25% 

KDCREIT 92% - - - - - 8% 

Mid-cap average 32% 5% 16% 18% 12% 4% 30% 

AIT 67% 3% 6% 7% - 1% 16% 

EREIT 24% 4% 2% 28% - 3% 39% 

AAREIT 19% 15% 20% 28% - - 18% 

ALLT 4% 1% 54% - - 2% 40% 

ECWREIT 49% - - 36% - - 16% 

SBREIT 21% 1% 4% 2% 12% 7% 53% 

SSREIT 36% 9% 9% 8% - 9% 30% 

Source: Companies, DBS Bank 
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Mid-cap REITs hold on to some of the very highly sought-after 

assets. Again, as a very generic classification, we looked at the 

various asset types that each industrial REIT holds. Given the 

limited new supply and structural changes, we believe that 

business parks and high-tech buildings (including data 

centres) will continue to see healthy take-up rates and rental 

growth. Due to the limited existing stock in the market, these 

assets are usually tightly held by landlords and their capital 

values are also expected to remain strong. Modern logistics 

and ramp-up facilities are gradually replacing the less-efficient 

industrial facilities served by cargo lifts, and this is another 

asset class that should outperform the older generic 

warehouses. 

Overall, mid-cap REITs’ portfolio of these newer and more 

resilient asset types are relatively similar to that of large caps. 

Business parks, high-tech buildings, and modern logistics 

facilities make up c.85% of the mid-cap REITs’ portfolio, 

marginally lower than the 88% for the large-cap REITs. 

Interestingly, SBREIT has the highest proportion of its portfolio 

in the form of business parks, at 46%.  

Remaining land lease tenure increases as REITs diversify 

overseas. The majority of industrial properties in Singapore sit 

on a 30-year land lease, while those in Australia, Europe and 

the US are typically on freehold land. Overseas assets account 

for approximately 43% of large-cap REITs’ portfolio, while 

only accounting for 9% of mid-cap REITs’ portfolio. As such, it 

comes as no surprise that the remaining portfolio land tenures 

for the mid-cap REITs average 56 years as compared to the 

large-cap REITs’ 63 years.  

 

Mid-cap REITs have a large proportion of exposure to business parks 

Industrial REITs SG Overseas* 
Land Lease 

Tenure 
Business parks 

High-Tech and 

Data centres 

Logistics and 

Ramp-up 
Others 

Large cap 57% 43% 63 19% 29% 40% 12% 

AREIT 72% 28% 60 42% 17% 25% 16% 

MLT 37% 63% 57 - - 100% - 

FLT 22% 79% 92 20% - 59% 22% 

KDCREIT 55% 45% 72 - 100% - - 

Mid cap 58% 42% 55 38% 11% 37% 14% 

AIT 0% 100% 99 95% - 5% - 

EREIT 100% 0% 32 29% 16% 23% 33% 

AAREIT 90% 10% 37 17% 10% 47% 27% 

ALLT 73% 27% 54 - - 100% - 

ECWREIT 0% 100% 37 - - 100% - 

SBREIT 83% 17% 51 46% 22% 10% 22% 

SSREIT 100% 0% 31 - 54% 37% 9% 

*Freehold properties are assumed 99 years.  

Source: Companies, 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:  25 Jun 2020 07:25:03  (SGT) 

Dissemination Date: 25 Jun 2020 08:28:56  (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 proprietary 

positions in ARA LOGOS Logistics Trust, Soilbuild Business Space Reit, Ascendas REIT, Mapletree Logistics Trust, Frasers Logistics & 

Commercial Trust, Keppel DC REIT, CapitaLand, Keppel Corporation, recommended in this report as of 31 May 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 ARA LOGOS Logistics Trust, Soilbuild Business Space Reit, Ascendas REIT, Mapletree Logistics Trust, Frasers Logistics & Commercial 

Trust, recommended in this report as of 31 May 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 ARA LOGOS Logistics Trust, Soilbuild Business Space Reit, Mapletree Logistics Trust, Frasers Logistics & Commercial Trust 

as of 31 May 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 India Trust, Soilbuild Business Space Reit, Ascendas REIT, Mapletree Logistics Trust, Frasers 

Logistics & Commercial Trust, Keppel DC REIT, AIMS AMP Capital Industrial REIT, EC World REIT, CapitaLand, ESR Cayman Ltd, Keppel 

Corporation, as of 31 May 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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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 India Trust, Soilbuild Business Space Reit, Ascendas REIT, Mapletree Logistics Trust, Frasers Logistics & Commercial 

Trust, Keppel DC REIT, AIMS AMP Capital Industrial REIT, EC World REIT, CapitaLand, ESR Cayman Ltd, Keppel Corporation, in the past 12 

months, as of 31 May 2020. 

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.  

 

Directorship/trustee interests: 

8. Anthony LIM Weng Kin, a member of DBS Group Holdings Board of Directors, is a Director of CapitaLand as of 1 Apr 2020. 

9. Olivier Lim Tse Ghow, a member of DBS Group Holdings Board of Directors, is a Advisor of Frasers Property Ltd as of 31 Mar 2020. 

10. Danny Teoh Leong Kay, a member of DBS Group Holdings Board of Directors, is a Director of Keppel Corporation as of 31 Mar 2020. 

Tham Sai Choy, a member of DBS Group Holdings Board of Directors, is a Director of Keppel Corporation as of 31 Mar 2020." 

 

Disclosure of previous investment recommendation produced 

11. 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.  
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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 

 

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. 
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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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