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Elite Commercial REIT
Elite Commercial REIT is the first UK-focused Singapore REIT with over 99.0% of the IPO portfolio
leased to the UK government. Elite Commercial REIT’s initial portfolio comprises 97 quality
commercial buildings across the United Kingdom, primarily occupied by the Department for Work and
Pensions (“DWP”), the UK’s largest public service department that is responsible for welfare,
pensions and child maintenance for approximately 20 million claimants. With an appraised value of
£319.1 million and at 100% occupancy as at 31 August 2019, the initial portfolio has over 99.0% of
gross rental income derived from triple net leases with inflation-linked uplifts, and with a weighted
average lease expiry (“WALE”) of 8.6 years.

Details of Offer
Offering of 114,686,200 units (subject to the Over-Allotment Option)
• International placement: 108,981,900 units to investors outside the United States of America
• Public Offer: 5,734,300 units
Offering Price: £0.68
Singapore public offer subscription price: S$1.21 (Based on the exchange rate of £1 to S$1.7794)
Distribution yield for Forecast year 2020: 7.1% (Based on the exchange rate assumption of £1 to
S$1.76 for forecast year 2020)

Terence Chua
tchua@saccapital.com.sg
+65 6232 3236
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Elite Commercial REIT

Summary
Elite Commercial REIT is the first United Kingdom
(“UK”) - focused Singapore REIT with over 99.0%
of the IPO portfolio leased to the UK government.
Elite Commercial REIT’s initial portfolio comprises
97 quality commercial buildings across the United
Kingdom, primarily occupied by the Department for
Work and Pensions (“DWP”), the UK’s largest
public service department that is responsible for
welfare, pensions and child maintenance for
approximately 20 million claimants. With an
appraised value of £319.1 million and at 100%
occupancy as at 31 August 2019, the initial portfolio
has over 99.0% of gross rental income derived
from triple net leases with inflation-linked uplifts,
and with a weighted average lease expiry
(“WALE”) of 8.6 years.
Details of Offer
Offering of 114,686,200 units (subject to the OverAllotment Option)
• International placement: 108,981,900 units to
investors outside the United States of America
• Public Offer: 5,734,300 units
Offering Price: £0.68
Distribution yield for forecast year 2020: 7.1%

Overview
Elite Commercial REIT is a Singapore REIT
established with the investment strategy of
principally investing, directly or indirectly, in
commercial assets and real estate-related assets in
the UK. The manager is Elite Commercial REIT
Management Pte. Ltd.
The initial portfolio will comprise 97 commercial
buildings located across the UK, with a total net
internal area of approximately 2.6 million square
feet and a total site area of approximately 47
hectares. The IPO portfolio is predominantly
freehold. Of the 97 Properties, 96 Properties are
freehold Properties and one Property is on a long
leasehold tenure expiring on 19 May 2255. The
initial portfolio has an aggregate indicative
appraised value of approximately GBP 319.1
million as at 31 August 20191. Over 99.0% of the
gross rental income is derived from the current
leases with the UK Government via The Secretary
of State for Housing, Communities and Local
Government (with the DWP) occupying each
Property under a group sharing arrangement.

Source: Company data

Elite
Commercial
REIT’s
properties
are
geographically diversified across the UK. The
assets are also well-located, primarily in town
centres close to public transport nodes. This is
because DWP mandates that Jobcentre Plus
centres should be easily accessible to the general
population via public transport.
74.2% of the IPO portfolio is centrally located in city
centres, town centres and city suburbs, and all of
them are within a 10 minute walk to the nearest bus
stop, while 59.8% are within a 15 minute walk to
the nearest train station.

Source: Company data, SAC Capital
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Financial Highlights
Forecast and Projected Consolidated Statements of Comprehensive Income and Distribution
(Summarised)
Year Ended 31 December
(£’000)

2020F1

2021P2

Total Revenue

23,274

23,274

Net Property Income

22,654

22,654

Profit before tax

14,641

16,818

Profit after tax

11,870

14,002

Distributable Income

16,121

16,417

Distribution/unit (pence)

4.83

4.88

Distribution yield

7.1%

7.2%

1Forecast

Year: Full year from 1 January 2020 to 31 December 2020
Year: 1 January 2020 to 31 December 2020

2Projection

Unaudited Pro Forma Statements of Cash Flows3
Period from 7
June 2018 to
Dec 2018

Eight months
ended 31 Aug
2019

Net cash generated/(used in) from operating activities

(292)

13,997

Net cash (used in)/generated from investing activities

(286,469)
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Net cash generated from/(used in) financing activities

295,878

(6,171)

Net increase in cash and cash equivalents

9,117

7,830

Cash and cash equivalents at end of the year

9,117

16,947

31 Dec 2018

31 Aug 2019

Non-current assets – Investment properties

289,463

295,968

Total assets

299,582

307,046

Non-current liabilities

102,851

104,050

Total liabilities

107,389

110,845

Net Asset (Unitholders’ funds)

182,721

303,779

Year Ended 31 December 2018 (£’000)

Unaudited Pro Forma Statements of Financial Position4
As at (£’000)

3The

Unaudited Pro Forma Consolidated Statements of Cash Flows as at 31 December 2018 and 31 August 2019 have been prepared
assuming issuance of 192,514,100 Units at the offering price of £0.68.
4The Unaudited Pro Forma Consolidated Statements of Financial Position as at 31 December 2018 and 31 August 2019 have been prepared
assuming issuance of 192,514,100 Units at the offering price of £0.68.
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Elite Commercial REIT
The Management
The REIT management team assembled and
managed the IPO portfolio and has an average of
15 years of relevant experience across UK real
estate investment and management, corporate
finance, financial management and REITs.

Source: Company data, SAC Capital

The Sponsors
Elite Commercial REIT have three (3) Sponsors,
namely Elite Partners Holdings Pte. Ltd., Ho Lee
Group Pte. Ltd. and Sunway RE Capital. Assuming
the over-allotment option is exercised in full, Ho
Lee Group Pte. Ltd. and Sunway RE Capital Pte.
Ltd. will both have 10.8% and 8.2% shareholdings
respectively. The sponsors have each provided a
right of first refusal over all future UK commercial
acquisitions. In particular, a right of first refusal has
been granted by Elite UK Commercial Fund II, a
private trust managed by Elite Partners Capital Pte.
Ltd. (a wholly owned subsidiary of Elite Partners
Holdings Pte. Ltd.) with over 62 commercial
properties located in the UK, which are primarily
long-term leased to the UK government.

They are backed by a team with proven expertise
in private equity and REITS, and its threefold
investment philosophy aims to protect investors’
initial capital, enhance investment value and create
new growth opportunities.
Ho Lee Group Pte. Ltd. has extensive experience
across the real estate value chain, from general
building construction to industrial and residential
development. Ho Lee Group was also one of the
major sponsors of Viva Industrial Trust during its
initial public offering and listing on the SGX-ST in
November 2013.
Sunway is a wholly-owned subsidiary of Sunway
Berhad. Suway Berhad is one of Malaysia’s largest
conglomerates with businesses in property
development, property investment and REIT,
construction, healthcare, hospitality, leisure, quarry,
building materials, and trading and manufacturing.
The Sunway Berhad Group comprises three public
listed
entities,
Sunway
Berhad,
Sunway
Construction Group Berhad, and Sunway REIT,
with a combined market capitalisation of RM17.0
billion as at 30 September 2019.

Distribution policy
Elite Commercial REIT’s distribution policy is to
distribute 100% of Elite Commercial REIT’s annual
distributable income for the period from the listing
date to the end of projection year 2021. Thereafter,
Elite Commercial REIT will distribute at least 90.0%
of its annual distributable income for each financial
year. The actual level of distribution will be
determined at the Manager’s discretion and may be
greater than 90.0% of its annual distributable
income for each financial year. It will make
distributions on an semi-annual basis.

Source: Company data

According to the Prospectus, Elite Partners
Holdings Pte. Ltd. is the investment holding firm for
Elite Partners Group, established to deliver lasting
value for investors based on common interests,
long-term perspectives and a disciplined approach.
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Elite Commercial REIT
Key Investment Highlights5

Key Investment Highlights

1) First UK-focused Singapore REIT with over
99.0% leased to the UK government, providing
attractive and recession-proof yields.
• The IPO portfolio provides an attractive riskadjusted return compared against the UK
government 10-year bonds. It provides a net
property income yield of 7.1% based on
Forecast year 2020), representing an attractive
yield spread to UK government 10-year bonds of
approximately 600+bps, despite being backed
by the same sovereign credit.

2) IPO Portfolio is crucial public infrastructure
for the provision of DWP services.
• In the financial year ended 31 March 2019, the
total benefit spend of the DWP was £182.5
billion, representing an average of £9,126 spent
per DWP claimant, equivalent to approximately
30.9% of the median UK wage.

• The stable cash flow backed by UK sovereign
credit as 99.0% of the IPO portfolio’s gross
rental income is derived from full repairing and
insuring (triple net) leases to the UK government
with a WALE of approximately 8.6 years. The
UK government is rated AA and Aa2 by S&P
and Moody’s respectively, and has experienced
steadily declining budget deficits over the last
five years, with one of the lowest debt-to-GDP
ratios amongst the G7.

Source: Company data

2) IPO Portfolio is crucial public infrastructure
for the provision of DWP services. DWP is the
UK government’s largest public service
department.
• The assets in the IPO portfolio are primarily
occupied by the DWP, which is the UK
government’s largest public service department,
responsible for crucial welfare, pensions and
child maintenance services. The DWP utilises
the assets in the IPO portfolio primarily as
public-facing job centres for the provision of
such services.
• The DWP administers a range of pension,
working age, disability and ill health benefits for
approximately 20 million claimants. It is a
ministerial
department
that
employs
approximately 77,000 full-time equivalent staff
and is supported by 14 agencies and public
bodies.
5Selected

Investment Highlights from the Prospectus

• DWP is a uniquely counter-cyclical occupier.
The Manager believes that the IPO Portfolio
provides stable, recession-proof and Brexitproof
cash flows for the following reasons. The IPO
Portfolio is underpinned by a uniquely countercyclical occupier, which is the DWP. By design,
the usage of DWP’s job centres (and therefore
its need for the IPO portfolio) is inherently
counter-cyclical, with claimant counts, job centre
footfall and DWP benefit spending all highly
correlated to unemployment. For instance,
during the Global Financial Crisis, the number of
claimants increased by approximately 74.3%.
• The UK Government signed new 10-year leases
on the IPO Portfolio in 2018, after the DWP had
conducted an extensive review of its entire
estate across the UK. A key focus of the review
was in ensuring that the UK population
continues to have easy access to Jobcentre
Plus centres. With 86.3% of Jobcentre Plus
assets in the IPO Portfolio having no alternative
Jobcentre Plus within a three-mile radius (a key
metric for the DWP), the Manager believes the
assets will continue to be relevant to DWP in the
long-term. In addition, the UK’s ageing
population is driving long-term structural
demand growth for DWP’s pension services.
3) Well-located assets, primarily in town centres
close to public transport nodes. The portfolio is
made up of freehold office buildings.
• The DWP has stringent locational requirements
for its public-facing centres, and as a result they
typically have the following key attributes, which
the Manager believes increases the long-term
attractiveness of the IPO Portfolio not just for
use by DWP, but also as space for other
commercial,
residential
or
student
accommodation uses.
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Elite Commercial REIT
Key Risks6
Adversely affected by sovereign and real estate
market conditions in the UK.
• Elite Commercial REIT is dependent on the UK
government for rental payments; and
• May be adversely affected by economic and real
estate market conditions (including uncertainties
and instability in global market conditions and
increased competition in the real estate market),
as well as changes in regulatory, fiscal and other
governmental policies in the UK.

Intended Use of Proceeds
Source

Amount (£’000)

Offering

77,987

Cornerstone units

52,923

Total

130,910
Application

Amount (£’000)

Partial repayment of existing
facility agreements/loans

101,940

Redemption of a number of
the private trust units

18,915

Transaction costs

8,305

Working capital

1,750

Total

130,910

Source: Company data

Comparables
Office/
Commercial

Mkt Cap
(US$)

Price
/NAV
(times)

FY20F
yield (%)

CapitaLand
Commercial Trust

5,895

1.14

4.3

Suntec REIT

3,821

0.87

5.2

Keppel REIT

3,067

0.92

4.5

OUE Commercial
REIT

2,117

0.88

5.9

Frasers
Commercial Trust

1,109

1.02

5.8

0.97

5.3

Average
Source: SAC Capital
6Selected

Risk factors from the Prospectus
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Elite Commercial REIT
DISCLAIMERS AND DISCLOSURES
This report has been prepared and distributed by SAC Capital Private Limited (“SAC Capital”) which is a holder of a capital markets
services licence and an exempt financial adviser in Singapore.
This report has been prepared for the purpose of general circulation. We have not had regard to the specific investment objectives,
financial situation, tax position or unique needs and constraints of any individual person or any specific group of persons and does
not purport to be comprehensive or contain all necessary information which a prospective investor may require in arriving at an
investment decision. Any prospective purchaser should make his own investigation of the securities and all information provided.
Advice should be sought from a financial adviser regarding suitability, taking into account the specific investment objectives,
financial situation or particular needs of the person in receipt of the recommendation, before a commitment to purchase is entered
into.
This report does not constitute or form part of any offer or solicitation of any offer to buy or sell any securities. This report is
confidential and the information in this report shall not be copied or reproduced in part or in whole, and save for the recipient of this
report, shall not be disclosed to any other person without the prior written consent of SAC Capital. The distribution of this report
outside the jurisdiction of Singapore is also strictly prohibited.
Whereas SAC Capital has not independently verified all the information set out in this report, all reasonable care and effort has been
taken to ensure that the facts stated herein are accurate, this report might contain certain forward looking statements and forward
looking financial information which are based on certain assumptions and involve known and unknown risks, uncertainties and other
factors which may cause the actual results or performance of the subject company to be materially different from those expressed
herein. Predictions, projections or forecasts of the economy or market trends are not indicative of the future performance of the
subject company. The inclusion of such statements and information should not be regarded as a representation, warranty or
prediction with respect to the accuracy of the underlying assumptions of the subject company or that the forecast results will or are
likely to be achieved.
Our opinion and facts set out in this report are based on the market, economic, industry and other applicable conditions prevailing
as at the date of the preparation of this report. Such conditions may change significantly over a relatively short period of time and we
assume no responsibility to update, revise or reaffirm our opinion in light of any development subsequent to the publication of this
report, that may or may not have affected our opinion contained herein.
This report contains forward-looking statement which are based on assumptions or forecasts and are subject to uncertainties which
may result in the actual result or performance to be materially different from the opinion or facts set out herein. Caution should be
exercised in placing undue reliance on such statements. such assumptions or forecasts may change over a relatively short period of
time and we assume no responsibility to update, revise or reaffirm our opinion in light of any development subsequent to the
publication of this report.
No representation or warranty, expressed or implied, is made and no responsibility is accepted by the company, SAC Capital, or any
of their affiliates, advisers or representatives as to the fairness, accuracy, completeness or adequacy of such information or facts, in
this report or any other written or oral information made available to any interested party or its advisers and any liability therefore is
hereby expressly disclaimed.
SAC Capital and its associates, directors, and/or employees may have positions in the securities covered in the report and may also
perform or seek to perform other corporate finance related services for the company whose securities are covered in the report.
SAC Capital and its related companies may from time to time perform advisory services or solicit such advisory services from the
entity mentioned in this report (“Other Services”). This report is therefore classified as a non-independent report. However, the
research professionals involved in the preparation of this report have not and will not participate in the solicitation of such business.
As at the date of this report, SAC Capital does not have proprietary positions in the subject company, except for:

Party

Quantum of position

Nil

Nil

As at the date of this report, SAC Capital and its associates has/have had business relations with the subject company within the
past 12 months, as disclosed hereunder:

Company

Nature of business relation

Date of business relation

Nil

Nil

Nil
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As at the date of this report, none of the analysts who covered the securities in this report have any proprietary position or material
interest in the subject companies covered here in, except for:

Analyst name

Quantum of position

Nil

Nil

ANALYST CERTIFICATION/REGULATION ACT
As noted above, research analyst(s) of SAC Capital who produced this report hereby certify that
(i) The views expressed in this report accurately reflect his/her personal views about the subject corporation(s);
(ii) The report was produced independently by him/her;
(iii) He/she does not on behalf of SAC Capital or any other person carry out Other Services involving any of the subject
corporation(s) or securities referred to in this report; and
(iv) He/she has not received and will not receive any compensation directly or indirectly related to the recommendations or views
expressed in this report or to any sales, trading, dealing or corporate finance advisory services or transaction in respect of the
securities in this report. He/she has not and will not receive any compensation directly or indirectly linked to the performance of the
securities of the subject corporation(s) from the time of the publication of this report either.
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