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2.0 Growth Strategy Executing Well

3Q22 NPI increased to S$24.1m (+26% qoq) while distributable amount

rose to S$13.7m (+31% qoq) fuelled by the acquisition of 12 nursing

homes in Mar22 and 2 more in Sep22 in Japan. DPU rose to 1.98cts in

9M22. (+1.5% from 1.95 in 9M21). The acquisitions are partially funded

by JPY1.66b non-recourse social loan.

These acquisitions have brought about:

(i) increase of AUM in developed markets to 25.6% (target: >50% by

2027), thereby improving the risk profit of First REIT

(ii) Decrease in all-in cost of debt to 4.0% in 9M22 from 4.2% in Dec

21

(iii) Diversification of funding sources including, SGD debt, JPY debt

and social loans

(iv) Diversification of tenants with 5 different independent tenants in

Japan

(v) Ride on megatrends of the greying population in Japan

The strategic divestment of Surabaya (completed in Sep22) partially

funded First REIT to buy back 45% of the S$60m 4.98% perpetual notes.

This tender offer generated an interest saving of ~S$1.3m of the 3.0m.

The Group has hedged against the volatility in borrowing cost through

swaps and caps, bringing the fixed portions to 61.7% as compared to

22.5% if without. Also, 26.9% of the debt is at relatively stable rates in

JPY compared to none before the Japan acquisitions. S$225.7m of the

term loan is set to be refinanced in Mar23 where negotiations are

ongoing.

Gearing stands at 35.6% in 9M22. This gives headroom of c.S$97.4m for

future acquisition of properties. We can expect the cost of debt to lower

further as they take advantage of the JPY lower interest to fuel

expansion.

BUY (maintain) at TP of S$0.33. This prices First REIT at FY22E P/B of

0.8x and distribution yield of 10.4%.

We held a non-deal roadshow for First REIT a day after the release of

the results where we summarized the event in the following pages.

FYE Dec (S$m) FY19A FY20A FY21A FY22E FY23E

Revenue 115.3 79.6 102.3 120.3 124.6

Net property income 112.9 77.5 100.2 117.9 122.1

Net return to unitholders 45.5 (355.8) 59.9 57.4 72.6

Distributable income 68.5 33.4 42.1 54.0 58.0

EPU (S cents) 5.7 (43.9) 3.7 2.8 3.5

DPU (S cents) 8.6 4.2 2.6 2.6 2.8

Net cash / (Net debt) (453.4) (469.7) (298.0) (322.1) (286.9)

Valuation

NPI margin (%) 97.9 97.3 97.9 98.0 98.0

NPI yield (%) 8.4 8.2 10.4 9.9 10.4

Distribution yield (%) 30.7 14.8 9.3 10.4 11.0
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First REIT Non-Deal Roadshow

We are optimistic about the prospects of First REIT. The

restructuring in 2020 marked a significant milestone in its

next chapter and set the stage for its 2.0 growth strategy.

This year, First REIT made its maiden foray into the

developed world - Japan. In Japan, First REIT owns a total

of 14 nursing homes which takes up 24% of their total

AUM. It intends to lift that number to more than 50% by

2027. And it has the balance sheet to do so. Currently, the

gearing for First REIT is 36%. If the Group gears up to 40%

and 45%, it will give them about $100m and $200

headroom respectively to acquire more properties.

Japan's properties yield are less than Indonesia and

Singapore. However, due to the low cost of funding from

JPY, the yield spread is similar, hence contributing to DPU

positively.

After refinancing the term loan that will be expiring on Mar

22, First REIT need not worry about future refinancing of

bonds and loans as the next debt maturing will be about 2

years later, in May 2025. The Group’s weighted average

debt to maturity has increased to 2years.

First REIT is guided by a team of experienced veterans in

the industry. Victor Tan has been with First REIT for 14

years, 5 years as CEO (since 2017) and 9 years as CFO.

Other management-level personnel (CFO, Investment

team, legal and compliance team) are long-tenured with

more than 12 years.
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Income Statement
FYE Dec (S$m) FY20A FY21A FY22E FY23E

Revenue 79.6 102.3 120.3 124.6

Direct operating expenses (2.2) (2.1) (2.4) (2.5)

Net property income 77.5 100.2 117.9 122.1

Interest income 1.4 0.1 0.0 0.0

Manager's management fees (9.8) (9.4) (10.9) (10.9)

Finance costs (17.8) (17.0) (18.3) (17.8)

Other expenses (5.7) (2.2) (2.0) (2.0)

Total return 45.5 71.7 86.7 91.4

Change in fair value of assets (401.4) (4.5) (9.7) 0.0

Other gains/(loss) (2.4) 8.7 (0.0) 0.0

Total return before tax (358.2) 75.8 76.9 91.4

Tax 5.8 (12.7) (16.3) (15.5)

Net return (352.4) 63.1 60.6 75.8

Perpetual securities holders (3.4) (3.2) (3.2) (3.2)

Net return to unit holders (355.8) 59.9 57.4 72.6

Balance Sheet
FYE Dec (S$m) FY20A FY21A FY22E FY23E

Assets

Investment properties 939.7 962.4 1,196.4 1,177.5

PPE 0.0 0.0 0.0 0.0

Total non-current assets 939.7 962.5 1,196.4 1,177.5

Cash 19.3 51.2 43.7 49.0

Trade receivables 45.0 32.5 2.4 2.4

Other financial assets 0.0 0.0 0.1 0.0

Derivative financial 

instruments
0.0 0.0 0.0 0.0

Others 0.9 3.4 1.4 3.4

Total current assets 65.2 87.1 47.7 54.8

Total Assets 1,004.9 1,049.5 1,244.1 1,232.2

Liabilities

Borrowings (293.7) (250.0) (203.4) (203.4)

Deferred tax (20.0) (20.6) (50.9) (50.9)

Derivative financial 

instruments
(3.9) 0.0 0.0 0.0

Other liabilities 0.0 0.0 (6.4) (6.4)

Total non-current liabilities (317.5) (270.6) (260.7) (260.7)

Bank loans (195.3) (99.3) (162.4) (132.4)

Accounts payable (17.3) (18.9) (20.3) (20.3)

Other liabilities (10.1) (7.1) (8.0) (8.0)

Derivative financial 

instruments
0.0 (0.7) 0.0 0.0

Income tax payable (0.7) (1.2) (4.8) (4.0)

Total current liabilities (223.4) (127.2) (195.5) (164.7)

Total Liabilities (540.9) (397.7) (456.3) (425.5)

Net Assets 464.0 651.8 787.8 806.8

Net equity due to 

unitholderes
403.1 591.1 727.0 746.2

Due to perpetual securities 

holders
60.9 60.7 60.7 60.7

Total Equity 464.0 651.8 787.7 806.9

Cash Flow Statement
FYE Dec (S$m) FY20A FY21A FY22E FY23E

Pretax profit (358.2) 75.8 76.9 91.4

Depreciation & Amortisation 0.0 0.0 0.0 0.0

Net interest expense 17.8 11.7 18.3 17.8

Non-fund items 402.0 (18.2) 18.9 18.9

Manager's fee settled in units 2.8 4.5 4.5 4.5

Changes in working capital (0.3) (3.1) 39.8 (1.8)

Interest paid (16.5) (10.5) (18.3) (17.8)

Tax paid (12.4) (4.4) (12.7) (16.3)

Operating cash flow 35.2 55.7 127.5 96.6

Capital expenditure (1.7) (0.7) 0.0 0.0

Net investment 0.0 0.0 0.0 0.0

Net fixed assets disposal 0.0 6.1 0.0 0.0

Others 0.0 0.0 0.0 0.0

Investing cash flow (1.7) 5.5 0.0 0.0

Free cash flow 33.5 61.2 127.5 96.6

Dividends paid (43.8) (41.6) (54.0) (58.0)

Dist to perps (3.4) (4.8) (3.4) (3.4)

Borrowings 0.0 (140.8) (77.0) (30.0)

Equity issue 0.0 157.7 0.0 0.0

Financing  cash flow (47.2) (29.4) (134.4) (91.4)

Net change in cash & equivalents (13.7) 31.7 (7.0) 5.3

Ratios

FYE Dec (S$m) FY20A FY21A FY22E FY23E

Profitability (%)

NPI margin 97.3 97.9 98.0 98.0

EBIT margin (429.3) 90.6 79.2 87.6

Liquidity (x)

Interest Coverage ratio (x) (19.2) 5.4 5.2 6.1

Net Debt to Equity (%) 116.5 50.4 44.3 38.4

Valuation

ROE (%) (87.4) 10.7 8.3 10.2

P/B (x) 0.6 0.8 0.8 0.8

FCF yield (%) 14.8 13.5 22.2 16.7



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 and/or capital markets 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 are independent of

those possible or actual business relationships as they have not and will not participate in the solicitation or provision of such

business.

As at the date of this report, SAC Capital does not have proprietary positions or interests in the subject company, except for:

As at the date of this report, SAC Capital, has had business relations with the subject company within the past 12 months, as

disclosed hereunder:
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Party Quantum of position

Nil Nil

Nature of Business Relation Date of Business Relation

Issue Manager 31 December 2021
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Analyst name Quantum of position

Nil Nil

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 CERTIFICATION/REGULATION AC

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.


