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Keppel Corporation 

Comparison of both offers for SPH 
 
SINGAPORE | CONGLOMERATE | RESULTS 

▪ Singapore Press Holdings (SPH SP, Non-rated) (SPH) and Cuscaden Peak (Cuscaden) have 
entered into an implementation agreement to privatise SPH via a scheme of arrangement, 
after Cuscaden raised its offer to $2.36-2.40 per share. 

▪ We compared the two offers. Despite offering more certainty of deal completion and the 
shortest time to payout under Keppel’s offer, we believe SPH shareholders will likely go for 
Cuscaden’s offer as this provides a higher total consideration value and value certainty. 

▪ Maintain BUY with unchanged SOTP TP of S$7.07. We valued the Group based on the four 
new segments unveiled during Vision 2030 to better reflect the Group’s reporting segments 
going forward. Our TP translate to about 1.0x FY22e book value, in-line with its 5-year 
average. Catalysts expected from SPH resolution and a successful resolution to its O&M 
unit. 

 
The news 
SPH and Cuscaden have entered into an implementation agreement to privatise SPH via a 
scheme of arrangement, after Cuscaden raised its offer to S$2.36-2.40 per share. Cuscaden’s 
offer comes with the optionality of a higher total value of the cash and SPH Reit consideration 
while continuing to participate in the potential future growth of SPH Reit and receive its 
distributions, or value certainty associated with an all-cash consideration. 
 
Figure 1: Keppel and Cuscaden’s revised offer 

 Keppel Scheme Cuscaden Scheme 

Option(s) Only one option: 
Consideration of $2.351 
per share.  
 
$0.868 in cash + 0.782 
SPH Reit and 0.596 
Keppel Reit units per 
share. 

Option 1: 
All cash of $2.36 per 
share. 
 
 

Option 2: 
Illustrative price of 
$2.40 per share. 
 
$1.602 in cash + 
0.782 SPH Reit units 
per share. 

Material 
Adverse Effects 
Clause 

Waived In place for now, waiver only takes effect 
from the date of the dispatch of the 
Cuscaden Scheme Document and subject to 
other conditions. 

Estimated time 
for pay-out 

Mid-January 2022 February 2022 

Approvals 
required 

Regulatory approvals 
from MAS and FIRB 
obtained. 

Regulatory approval applications submitted. 
No approval required from offeror’s 
shareholders 

Source: Company data, PSR 

 
Comparison of both offers 
Keppel’s offer provides shortest time to payout. SPH will proceed to hold the Keppel scheme 
meeting on 8 December for its shareholders to vote on the offer. The scheme meeting to vote 
on the latest Cuscaden offer can proceed only if SPH shareholders vote against the Keppel 
scheme. If approved by both set of shareholders, Keppel expect the pay-out to be sometime in 
mid-January 2022 having obtained regulatory approvals from the Monetary Authority of 
Singapore and Australia’s Foreign Investment Review Board (FIRB). 
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BUY (Maintained)
LAST CLOSE PRICE 

FORECAST DIV

TARGET PRICE

TOTAL RETURN

COMPANY DATA

BLOOMBERG CODE: KEP SP

O/S SHARES (MN) : 1,820

MARKET CAP (USD mn / SGD mn) : 7118 / 9662

52 - WK HI/LO (SGD) : 5.76 / 4.81

3M Average Daily T/O (mn) : 2.63

MAJOR SHAREHOLDERS (%)

TEMASEK HOLDINGS 21.0%

PRICE PERFORMANCE (%)

1MTH 3MTH 1YR

COMPANY (3.6) (0.7) 8.8

STI RETURN 2.3 3.5 21.8

PRICE VS. STI

Source: Bloomberg, PSR

KEY FINANCIALS
Y/E Dec (S$, 'mn) FY19 FY20 FY21e FY22e

Revenue 7,580        6,574        7,360       7,696          

EBITDA 1,252        131            940           1,111          

EBIT 941           37              510           761             

NPAT 761           (508)          617           825             

P/NAV (x) 0.8             0.9             0.8            0.8               

P/E (x) 13.6          (19.1)         15.6         11.7            

ROE (%) 6.6% -4.5% 5.4% 7.0%

Source: Company, PSR

VALUATION METHOD

SOTP valuation

Terence Chua (+65 6212 1852)

Senior Research Analyst

terencechuatl@phillip.com.sg

37.5%

SGD 5.300
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Even though Cuscaden has guided for completion some time in February 2022, we note that 
Keppel took about three months to obtain the requisite approvals, which means that 
completion of the entire transaction might take slightly longer than the guided timeline. 
 
Cuscaden’s offer provides shareholders with more choice. The revised Cuscaden offer gives 
SPH investors a choice between value certainty with an all cash offer of $2.36 or the opportunity 
to participate in the potential future growth of SPH Reit with a part cash part share offer of 
$2.40, based on $1.602 in cash and 0.782 SPH Reit units per share. Depending on the final 
proportion of SPH shareholders electing to receive SPH Reit units, a chain offer for SPH Reit may 
be triggered. 
 
Figure 2: Illustration of SPH Reit mandatory general offer (MGO) implications 
 

 
Source: Company data 
 
Figure 2 illustrate the different scenarios and represent the possible range of outcomes under 
the revised Cuscaden proposal. Under the Singapore Code on Take-overs and Mergers, an 
offeror must make an MGO if it, together with persons acting in concert with it, has acquired 
30% of more of the voting rights of the company, whether as a single transaction or a series of 
transaction. With the cash and units consideration as the default option, this means that if 30% 
of shareholders elect for all cash consideration, an MGO will be triggered for all SPH Reit units 
at the minimum price of $0.964 each in cash. 
 
Cuscaden’s offer is higher in value and value certainty. The revised Cuscaden offer is higher 
than the implied value of the Keppel scheme consideration of $2.351 per SPH share, based on 
the closing price for SPH Reit ($1.020 per SPH Reit unit) and Keppel Reit (S$1.150 per Keppel 
Reit unit) on 9 November 2021. Both the Cuscaden scheme consideration and Keppel scheme 
consideration will not be adjusted for SPH’s FY21 final dividend of $0.03 per share. Cuscaden’s 
offer will also not be adjusted for the $34mn break fee payable to Keppel. 
 
Our view 
Despite offering more certainty of deal completion and the shortest time to payout under 
Keppel’s offer, we believe SPH shareholders will likely go for Cuscaden’s offer as this provides a 
higher total consideration value and value certainty. Cuscaden’s offer also provides optionality 
to shareholders to participate in the future growth of SPH Reit or opt for an all-cash deal. 
 
Outlook 
The next catalyst investors should look out for is the proposed merger of Keppel O&M and 
Sembmarine (SMM SP, Non-rated). The timeline for the parties to reach an agreement has been 
extended to the 1Q22 from 4Q21. While nothing has been firmed up, we view the discussions 
positively as it provides better clarity on the fate of its O&M unit. With the overhang removed, 
along with the planned divestment of its logistics unit, we believe Keppel will be re-rated. 
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The proposed transactions are expected to be earnings-accretive for Keppel in the current 
financial year on a pro-forma basis, although there is no guarantee of completion by this year. 
The group’s net debt should fall as a result of the deconsolidation of Keppel O&M and receipt 
of part of the consideration from the merged entity. Distribution in specie of the merged entity 
will, however, reduce Keppel’s shareholders’ funds. Overall, net gearing is not expected to be 
much affected by the transactions. 
 
Keppel previously announced they had received bids for its logistics business, which are 
currently being evaluated. We expect that a binding offer could take place before the end of 
the year. 
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Maintain BUY with unchanged SOTP target price of S$7.07 
We maintain our BUY recommendation with an unchanged SOTP TP of $7.07. We valued the 
Group based on the four new segments unveiled during Vision 2030 to better reflect the 
Group’s reporting segments going forward (Figure 3). For its Energy & Environment business, 
we valued its O&M division at 0.8x book value. Keppel Infrastructure Holdings is valued at 10x 
FY22e earnings. For its Urban Development segment, we applied a 40% discount on Keppel 
Land’s RNAV and 1.5x book value of Sino-Singapore Tianjin Eco-City. In the Connectivity 
segment, we valued M1 at 9x FY22e earnings. For the Asset Management division, we valued 
Keppel Capital at 10x FY22e earnings, a slight discount to its peers. We have however, raised 
our holding-company discount to 20% as we have turned doubtful on the Group’s ability to 
integrate all its different business units together. 
 
Risks to our view include 1) a prolonged resolution for Keppel O&M, 2) failure to clear the SPH 
resolutions and 3) a worsening global economy. 
 
Figure 3: Keppel SOTP valuation 

 
Source: Company data, PSR 
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Financials

Income Statement Balance Sheet
Y/E Dec, ($’mn) FY19 FY20 FY21e FY22e Y/E Dec, ($’mn) FY19 FY20 FY21e FY22e

Revenue 7,580            6,574          7,360         7,696        ASSETS

PPE & Investment Properties 6,684          6,973          7,751          8,002          

Materials and Subcontract costs (5,267)          (4,591)        (5,005)       (5,349)       Others 10,339       10,745       10,745       10,745       

Staff costs (1,163)          (1,120)        (1,178)       (1,308)       Total non-current assets 17,023       17,717       18,496       18,747       

Depreciation and amortisation (375)              (414)            (342)           (352)          

Other items 167               (412)            (326)           75              Cash and cash equivalents 1,784          2,480          1,110          1,812          

EBIT 941               37               510            761            Stocks 5,543          4,959          5,076          5,076          

Net finance expenses (135)              (130)            (196)           (193)          Contract assets 3,497          2,657          3,510          3,588          

Share of results of associates 147               (162)            470            478            Others 3,475          3,284          3,620          3,546          

Profit before tax 954               (255)            783            1,046        Total current assets 14,298       13,380       13,316       14,022       

Taxation (192)              (253)            (166)           (222)          

Net Profit 761               (508)            617            825            -                  1,009          1,009          1,009          

Net Profit (excl. Impairments) 761               143             1,014         825            

Profit attributable to owners 707               (506)            620            827            Total Assets 31,322       32,106       32,821       33,777       

Per share data (S$) LIABILITIES

Y/E Dec FY19 FY20 FY21e FY22e Trade and other payables 4,605          4,604          4,500          4,552          

BVPS 6.41              6.13            6.35           6.63           ST borrowings 4,623          4,502          5,085          5,085          

DPS 0.20              0.09            0.22           0.18           Others 2,720          2,866          3,498          3,653          

EPS 0.39              (0.28)          0.34           0.45           Total current liabilities 11,947       11,971       13,083       13,289       

LT borrowings 7,034          8,101          7,309          7,310          

Others 694             762             746             996             

Total non-current liabilities 7,729          8,863          8,056          8,306          

Liabilities classified as held for sale 115             115             115             

Cash Flow Total liabilities 19,676       20,950       21,254       21,711       

Y/E Dec, ($’mn) FY19 FY20 FY21e FY22e

CFO EQUITY

Operating profit 877               8                 477            724            Share Capital 1,292          1,306          1,306          1,306          

Adjustments 117               30               257            268            Retained profits 9,933          9,436          9,831          10,328       

WC changes (1,437)          595             (1,231)       367            Others 421             414             430             433             

Cash generated from ops (443)              633             (497)           1,359        Total equity 11,646 11,156 11,567 12,066

Others (382)              (430)            (362)           (415)          Total equity and liabilities 31,322       32,106       32,821       33,777       

Cashflow from ops (825)              202             (859)           945            

Valuation Ratios

CFI Y/E Dec FY19 FY20 FY21e FY22e

CAPEX, net (517)              (488)            (176)           (186)          P/E (x) 13.6 -19.1 15.6 11.7

Others (1,171)          214             325            270            P/B (x) 0.8 0.9 0.8 0.8

Cashflow from investments (1,688)          (274)            150            84              EV/EBITDA (x) 15.7 149.6 20.9 17.7

Dividend yield (%) 3.8% 1.7% 4.2% 3.4%

CFF Growth & Margins (%)

Dividends paid to owners (418)              (273)            (328)           (328)          Growth

Proceeds from borrowings, net 3,003            1,028          (262)           -               Revenue 27.1% -13.3% 12.0% 4.6%

Proceeds from equity issuance 0                   -                -               -               EBITDA 1.2% -89.5% 616.6% 18.2%

Others (239)              (42)              1                 1                EBIT -11.6% -96.0% nm 49.4%

Cashflow from financing 2,346            713             (589)           (326)          PBT -23.4% -126.7% nm 33.6%

Margins

Net change in cash (167)              641             (1,298)       702            EBITDA margin 16.5% 2.0% 12.8% 14.4%

Cash at the start of the period 2,429            1,778          2,408         1,110        EBIT margin 12.4% 0.6% 6.9% 9.9%

Currency translation (27)                (27)              (27)             (27)             Net profit margin 10.0% -7.7% 8.4% 10.7%

Others -                  -                -               -               Key Ratios

Ending cash 1,778            2,408          1,110         1,812        ROE 6.6% -4.5% 5.4% 7.0%

*nm - not meaningful ROA 2.6% -1.6% 1.9% 2.5%

Net Gearing (%) 83.7% 89.5% 96.4% 86.6%

Source: Company, Phillip Securities Research (Singapore) Estimates

Assets classified as held for sale
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutra l 3

-5% to -20% Reduce 4

< -20% Sel l 5

Ratings History

PSR Rating System

Remarks

We do not base our recommendations  entirely on the  above quanti tative 

return bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  

ri sk reward profi le, market sentiment, recent rate of share price appreciation, 

presence or absence of s tock price cata lysts , and speculative undertones  

surrounding the s tock, before making our fina l  recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under 
the Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in 
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public 
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied 
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is 
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any 
corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate 
for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent 
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be 
considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and 
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or 
investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, 
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. 
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars 
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the 
investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or 
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of 
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific 
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