
  

Tuesday ,  04  January  2022

1 Refer to last page for important disclosures. 

R e g i o n a l  M o r n i n g  N o t e s  

 

COMPANY UPDATE  BUY 

(Upgraded) 
Share Price S$1.20 
Target Price S$1.42 
Upside +18.3% 
(Previous TP S$1.24)

COMPANY DESCRIPTION 
CDREIT is a stapled group compromising 
CDL Hospitality REIT and CDL Hospitality 
Business Trust. It owns 18 properties across 
eight countries with AUM of S$2.9b as of Sep 
21. It is the first hospitality REIT listed on the 
Main Board of the SGX on 19 Jul 06. 

STOCK DATA 
GICS sector Real Estate
Bloomberg ticker: CDREIT SP 
Shares issued (m): 1,230.0
Market cap (S$m): 1,476.0
Market cap (US$m): 1,094.2
3-mth avg daily t'over (US$m): 1.5

Price Performance (%) 
52-week high/low S$1.31/S$1.04

1mth 3mth 6mth 1yr YTD
9.1 15.4 (3.2) (5.5) 2.6

Major Shareholders %
Kwek Hldgs 39.1

FY22 NAV/Share (S$) 1.27
FY22 Net Debt/Share (S$) 0.79
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CDL Hospitality Trusts (CDREIT SP) 
 

Weathering The Omicron Variant Wave; Reopening To Resume In 2H22 
Singapore’s border and existing VTLs have been kept open despite the government 
halving capacity for VTLs by air and land starting 21 Jan 22. CDREIT benefits from 
stable contributions from Grand Millennium Auckland, which serves as a managed 
isolation facility. We anticipate a rapid recovery from Hilton Cambridge City Centre and 
The Lowry Hotel in the UK after they weather the Omicron variant wave in 1Q22. 
Upgrade to BUY with target price at S$1.42. 

WHAT’S NEW 
• Contribution from W Hotel boosted by staycation demand. W Hotel benefits from 

buoyant staycation demand as Sentosa Island provides Singaporeans with the closest 
semblance to an overseas holiday. W Hotel is a popular destination for staycations due to its 
expansive view of the marina and seafront. We estimate that W Hotel’s RevPAR has 
rebounded 28% qoq to S$221 in 3Q21. We expect further upside with RevPAR increasing 
27% qoq to S$280 in 4Q21, driven by staycation demand. 

• Bumpy transition on the path towards reopening. CDREIT has five hotels under 
government contracts to serve as dedicated isolation facilities. Self-isolation and recovery at 
home has become the default arrangement, including those infected with the Omicron 
variant and their close contacts. Thus, the government might terminate the contracts for 
some of the dedicated isolation facilities. The affected hotels have to switch to serving 
transient corporate and leisure travellers and staycation demand. Nevertheless, there is 
downside protection as the five hotels are under master leases, which provide minimum 
fixed rents totalling S$31.4m per year (80% of revenue from the five hotels in 2020). 

• New Zealand: Staying the course to reopen international borders. New Zealand’s 
government has changed its approach from zero-tolerance to a suppression strategy to live 
with COVID-19 as an endemic. The lockdown in Auckland ended on 3 Dec 21. Fully 
vaccinated New Zealanders are able to visit cafes, bars, restaurants and gyms but have to 
observe social distancing. The quarantine-free return of New Zealand citizens staying in 
Australia was, however, delayed from 17 January to end-February. Fully vaccinated 
international travellers would be able to visit New Zealand starting 30 Apr 22 but they have 
to serve a mandatory 7-day home isolation period. 

• Grand Millennium Auckland has served as a managed isolation facility since 2Q20. 
The government contract is expected to continue into 1Q22. The hotel, which is the largest 
in Auckland and centrally located within the CBD and in close proximity to Auckland 
Conventions, contributed a sizeable 29.6% of NPI in 3Q21. 

• The UK: Anticipating a rapid recovery after weathering the Omicron variant wave. The 
UK has reopened its international borders by welcoming fully-vaccinated travellers from the 
US and EU member states without quarantine since 2 Aug 21. Unfortunately, the country 
was hit by a tidal wave of Omicron variant infections, which overtook Delta as the dominant 
coronavirus variant in mid-December. The British government has ramped up its booster 
programme. While new cases have skyrocketed, deaths have trended lower. Studies in 
England and Scotland have also indicated that incidence of hospitalisation is much lower for 
the Omicron variant vs the previous Delta variant. 

KEY FINANCIALS 
Year to 31 Dec (S$m) 2019 2020 2021F 2022F 2023F
Net turnover  197 118 149 175 230
EBITDA  117 49 68 85 120
Operating profit  105 33 48 65 100
Net profit (rep./act.)  113 (185) 25 39 70
Net profit (adj.)  64 9 25 39 70
EPU (S$ cent) 5.3 0.7 2.0 3.2 5.7
DPU (S$ cent) 9.0 5.0 2.6 3.6 5.9
PE (x) 22.8 161.0 59.8 37.9 21.2
P/B (x) 0.8 0.9 0.9 0.9 1.0
DPU Yld (%) 7.5 4.1 2.2 3.0 4.9
Net margin (%) 57.3 (157.6) 16.6 22.4 30.6
Net debt/(cash) to equity (%) 50.0 55.4 60.0 62.0 63.6
Interest cover (x) 4.1 2.3 3.7 4.0 5.6
ROE (%) 6.1 n.a. 1.5 2.5 4.5
Consensus DPU (S$ cent) n.a. n.a. 4.6 6.0 7.3
UOBKH/Consensus (x)  - - 0.56 0.59 0.81
Source: CDL Hospitality Trusts, Bloomberg, UOB Kay Hian
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• From 7 Dec 21, the British government has imposed new measures requiring travellers to 
self-isolate until they receive negative results for PCR test on day two after arrival. Hotels 
were affected by cancellation of bookings. We expect confidence to be gradually restored 
after Europe weathers the new wave of Omicron variant infections in 1Q22. Recovery should 
resume in 2Q22, driven by domestic and intra-regional corporate and leisure travel. 

• Germany: Gradual normalisation after a harsh winter. Germany started a one-month 
partial lockdown on 2 Nov 21 to suppress the latest wave of COVID-19 infections. Although 
borders remain open, overnight stay in hotels for tourists is banned while non-essential travel 
is strongly discouraged. Large events, including Christmas markets popular with tourists, are 
cancelled. The authorities imposed a hard lockdown with shops and schools closed from 20 
Dec 21 to 10 Jan 22. It also tightened restrictions with quarantine of 14 days on all visitors 
from the UK and at least five days for unvaccinated visitors from Denmark, France and 
Norway. 

• New cases of COVID-19 infections started to decline in December. CDREIT’s Pullman 
Hotel Munich would benefit from meetings, incentives, conferencing & exhibitions (MICE) 
demand in 2022, such as Oktoberfest in Munich during Sep 22. 

STOCK IMPACT 
• Delayed but not derailed. The Singapore government has established quarantine-free 

vaccinated travel lanes (VTL) with 24 countries/regions, which accounted for 56% of visitor 
arrivals pre-COVID-19 during 2019. The existing VTLs have been kept open despite the 
government scaling down capacity for VTLs by air and land by half starting 21 Jan 22. 
Besides the pre-departure and on-arrival polymerase chain reaction (PCR) tests, the 
government has imposed daily antigen rapid tests (ART) for seven consecutive days 
(unsupervised ARTs on the 2nd, 4th, 5th and 6th days and supervised ARTs at Quick Test 
Centres on the 3rd and 7th days). 

• Reopening and recovery to resume in 2H22. Singapore could have to weather a new 
wave of Omicron variant infections in 1Q22. We expect the reopening of borders with 
expansion of capacity for existing VTLs and introduction of new VTLs to resume in 2H22. 
The anticipated recovery in the hospitality industry in Singapore has been delayed and 
postponed to 2H22. 

• Expanded scope of investment strategy. CDREIT has revised its principal investment 
strategy to include adjacent accommodation/lodging assets, such as rental housing, co-
living, student accommodation and senior housing. Rental housing (also known as build-to-
rent (BTR), multi-family or single family homes) includes residential apartment blocks and 
standalone houses targeting singles, couples and families. These adjacent assets provide 
stable rental income streams, which is less susceptible to economic cycles. They typically 
have a longer length of stay ranging from a few months to 1-2 years. 

• First foray into adjacent lodging space. CDREIT has entered into an agreement to invest 
in a residential BTR project for £73.3m (S$136.0m). It pays £9.5m for the land. Vendor will 
redevelop the land into a residential BTR building The Castings for £63.8m (S$118.4m). 
CDREIT will pay £58.2m periodically over the development period and £5.6m after practical 
completion expected around May 24. The freehold 352-unit BTR block has a residential floor 
area of 219,600sf. It is located at Piccadilly East, Manchester and near Piccadilly Station, 
Arndale Shopping Centre and Old Trafford football stadium. 

• The Castings will be leased out to individuals and families for periods of one year or more. 
Management estimated that the transaction is accretive to pro forma 2020 DPU by 2.2% 
assuming it is fully funded by GBP loans. 

EARNINGS REVISION/RISK 
• We maintain our existing earnings forecast. 
VALUATION/RECOMMENDATION 
• Upgrade to BUY. Our target price of S$1.42 is based on DDM (cost of equity: 6.5%, 

terminal growth: 1.8%). 
• CDREIT trades at P/NAV of 0.93x, which is 0.3SD below long-term mean. 
SHARE PRICE CATALYST 
• Reopening of international borders in Singapore through the expansion of capacity for 

existing VTLs and introduction of new VTLs. 
• Growth of domestic corporate and leisure travel in Germany, Japan, New Zealand and the 

UK.  
• Contributions from yield-accretive acquisitions, including hotels and rental housing. 
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OVERVIEW OF THE CASTINGS 
The 
Transaction 

Forward-funding scheme for Residential Build-to-
Rent (BTR) property. 

Location Piccadilly East, Manchester, UK 

Target 
Completion 

May 2024. Development Period of 140 weeks. 

Land Title Freehold 

Total Area 236,900sf 

Residential 
Apartments 

Net internal area of 219,600sf. 
352 apartments (studio: 39, one bedroom: 77, two 
bedroom: 227 and three bedroom: 9) 

Source: CDREIT 

THE CASTINGS (CONCEPT DRAWING) 

Source: CDREIT 
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PROFIT & LOSS    

 

BALANCE SHEET   
Year to 31 Dec (S$m) 2020 2021F 2022F 2023F Year to 31 Dec (S$m) 2020 2021F 2022F 2023F

Net turnover 117.6 148.8 175.1 229.7 Fixed assets 2,687.4 2,702.5 2,722.5 2,742.5

EBITDA 49.4 68.1 84.9 120.2 Other LT assets 5.5 5.0 5.0 5.0

Deprec. & amort. 16.2 20.3 20.4 20.4 Cash/ST investment 131.1 129.7 133.6 132.5

EBIT 33.2 47.8 64.5 99.8 Other current assets 30.5 37.3 42.2 52.4

Net interest income/(expense) (21.2) (18.3) (21.0) (21.6) Total assets 2,854.5 2,874.4 2,903.3 2,932.4

Pre-tax profit (182.3) 29.5 43.5 78.2 ST debt 289.8 300.0 330.0 350.0

Tax (4.1) (4.7) (4.4) (7.8) Other current liabilities 58.8 68.9 76.8 93.1

Minorities 1.1 (0.1) 0.0 0.0 LT debt 738.7 780.0 780.0 780.0

Net profit (185.2) 24.7 39.2 70.3 Other LT liabilities 139.4 133.1 133.1 133.1

Net profit (adj.) 9.1 24.7 39.2 70.3 Shareholders' equity 1,619.9 1,584.6 1,575.6 1,568.3

Minority interest 7.8 7.8 7.8 7.8

Total liabilities & equity 2,854.5 2,874.4 2,903.3 2,932.4

       
CASH FLOW    KEY METRICS   
Year to 31 Dec (S$m) 2020 2021F 2022F 2023F Year to 31 Dec (%) 2020 2021F 2022F 2023F

Operating 49.7 17.2 58.9 93.9 Profitability  

Pre-tax profit (185.1) 25.3 39.3 74.0 EBITDA margin 42.0 45.8 48.5 52.3

Tax (4.1) (4.7) (4.4) (7.8) Pre-tax margin (155.1) 19.8 24.9 34.0

Deprec. & amort. 16.2 20.3 20.4 20.4 Net margin (157.6) 16.6 22.4 30.6

Working capital changes (12.1) 4.3 2.9 6.1 ROA n.a. 0.9 1.4 2.4

Non-cash items 9.2 7.6 8.5 10.0 ROE n.a. 1.5 2.5 4.5

Other operating cashflows 225.6 (35.7) (7.9) (8.8)  

Investing 82.0 (20.0) (20.0) (20.0) Growth  

Capex (growth) (343.6) 0.0 0.0 0.0 Turnover (40.3) 26.6 17.7 31.2

Capex (maintenance) (14.2) (20.0) (20.0) (20.0) EBITDA (57.8) 37.9 24.7 41.5

Proceeds from sale of assets 435.2 0.0 0.0 0.0 Pre-tax profit (245.2) n.a. 47.6 79.6

Others 4.6 0.0 0.0 0.0 Net profit (264.3) n.a. 58.8 79.6

Financing (145.9) 1.4 (35.0) (75.0) Net profit (adj.) (85.7) 171.1 58.8 79.6

Distribution to unitholders (77.4) (31.8) (44.0) (73.4) EPU (85.8) 169.1 58.0 78.6

Issue of shares 0.0 0.0 0.0 0.0  

Proceeds from borrowings 124.0 51.5 30.0 20.0 Leverage  

Loan repayment (167.7) 0.0 0.0 0.0 Debt to total capital 38.7 40.4 41.2 41.8

Others/interest paid (24.9) (18.3) (21.0) (21.6) Debt to equity 63.5 68.2 70.5 72.1

Net cash inflow (outflow) (14.3) (1.4) 3.9 (1.1) Net debt/(cash) to equity 55.4 60.0 62.0 63.6

Beginning cash & cash equivalent 136.0 131.1 129.7 133.6 Interest cover (x) 2.3 3.7 4.0 5.6

Changes due to forex impact 9.4 0.0 0.0 0.0

Ending cash & cash equivalent 131.1 129.7 133.6 132.5
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked 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. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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