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Keppel DC REIT 
 Valuations speak for fundamentals 

 

SINGAPORE|REAL ESTATE (REIT) | FY21 RESULTS 

 FY21 DPU of 9.851 Scts (+7.4% YoY) was in line, forming 100.3% of our forecast. FY21 

revenue increased due to acquisitions, completion of redevelopment at Intellicentre 3 and 
various AEIs in Ireland and Singapore. 

 S$386mn in investments made in FY21 could provide more than 4% in DPU accretion for 
KDC.  

 Maintain BUY on earnings stability and attractive entry price for future-ready DC assets. 
FY22e-25e have been lowered by 0.9-4.1% on the anticipated rising cost of borrowing. Our 
DDM-based TP dips from S$3.03 to S$2.81 on lower DPU estimates and assumption of 

higher cost of equity of 5.88% (previous 5.75%). The current share price implies FY22e/23e 
DPU yields of 4.8%/4.9%.  

 

 
 
The Positives 
+ Portfolio occupancy up 0.5ppts YoY, from 97.8% to 98.3%. This was due to the acquisition 
of fully-leased Guangdong DC and occupancy improvements at KDC1 and Dub1. Occupancy 
at KDC1 inched up 2.0ppts to 93.1%, while occupancy at Dub1 saw a 1.1ppt improvement,  

at 82.3%.  
+ Portfolio valuation up 8.9%, or S$213mn, on a same-store basis, largely driven by cap rate 
compressions. Singapore properties accounted for 83% of the valuation uplift, with cap rate 
range compressing approximately 55-82bps YoY, from 4.95%-10.12% to 5.25%-9.31%. 
Intellicentre Campus in Australia accounted for 17% of the valuation uplift after the TOP of 
Intellicentre 3 in Jul 21, while Cardiff DC in the UK took a 7% haircut owing to more 
conservative assumption following a change of valuer. 

+ S$386mn in investments to secure FY22 DPU growth. KDC announced S$386mn in 
investments in FY21 which carry an average EBITDA yield of 7.1% (Figure 1). Given the timing 
of legal completion, these investments will contribute more meaningfully towards FY22 

earnings.  
 
The Negative 
-  KDC4 and Basis Bay DC leases ticking down to expiry. 18.7% of leases by GRI are up for 
renewal in FY22, likely from KDC4 and Basis Bay DC given the shorter WALEs of 0.7 years and 

0.5 years at these assets. The manager is still in the midst of renewal discussions but remains 
open to divesting if offer prices are compelling.    

 
Outlook 
KDC completed the acquisition of its newest asset, London DC, on 11 Jan 22. The S$105.5mn 
shell and core asset is located in Bracknell within Greater London. Bracknell is dubbed the 
Silicon Valley of the UK due to its large concentration of multinational technology companies 
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Results at a glance

(SGD mn) 2H21 2H20 YoY FY21 FY20 YoY Comments 
Gross revenue 135.9 141.6 -4.0% 271.1 265.6 2.1% FY21 revenue increased due to full year contribution 

from Kelsterbach DC and Amsterdam DC (acquired in 

May 20 and Dec 20), acquisition of Eindhoven Campus 

in Sep 21, completion of Intellicentre 3 development 

in Jul 21 and AEIs at Dub1, Dub2 and DC1. 2H20 

revenue fell due to absence of c.S$10mn in one-off 

income in 2H21 as well as lower revenue from iSeek 

DC which was divested on 1 Sep 21.

Net property inc. 124.3 129.9 -4.3% 248 244 1.6% OPEX increased due to higher operational capacity 

post-AEI at Dub 1 and Dub2

Distributable inc. 87.4 81.9 6.6% 171.6 156.9 9.4%

DPU (cents) 4.93 4.80 2.8% 9.85 9.17 7.4%

Source: Company , PSR
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KEY FINANCIALS

Y/E Dec FY20 FY21 FY22e FY23e
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and conglomerates. It is fully leased to telecommunications company, Vodafone, on a triple-
net lease until 2039. We estimate yield to be 3.8-4.4% assuming annual rental escalations of 
1.5%-4.0% from last known NPI. This is KDC’s priciest acquisition yet. However, the 
management is optimistic that Bracknell is poised to benefit from spillover demand from 
neighbouring supply-scarce London in the long term. The acquisition will lengthen WALE 

from 7.7 years to 8.1 years and push gearing from 36.4% to 38.2%. Post-acquisition, shell 
and core assets will account for 20.9% of AUM, up from 18.3%. 
 

Figure 1: Summary of investments announced in FY21 

 
 
Including the acquisition of London DC, KDC’s AUM grew 16.7% since Dec 20. KDC continues 
to source for acquisitions in key DC markets such as UK, Amsterdam, Paris, Germany and the 
US, with a preference for larger acquisitions. KDC also has a ROFR on the remaining five data 
centres located within the Bluesea Intelligence Valley from the vendor of Guangdong DC. 
 
There are still no updates on Singapore’s moratorium on data centres which was rumoured 
to be lifted in 2021. The lack of absence of new supply in the interim saw a small uptick in 
occupancy at KDC1, but FY21 rental growth remained “stable” as the management preserved 
landlord-tenant relationships during lease discussions. The management is of the view that 
the lifting of the moratorium will be an eventuality but the new supply could take 2-4 years 
to come onto the market. However, stickiness of data-centre tenants and Keppel’s track 
record as a data-centre operator should help it retain tenants.  
 
Maintain BUY with a lower DDM TP of S$2.81 (prev. S$3.03) 
FY22e-25e DPUs have been lowered by 0.9-4.1% on the anticipated rising cost of borrowing. 
Our DDM-based TP dips from S$3.03 to S$2.81 on lower DPU estimates and higher cost of 
equity of 5.88% assumption (prev. 5.75%). The current share price implies FY22e/23e DPU 
yields of 4.8%/4.9%.  
 

 

   
 

NPI Yield/ 

Interest 
Completion

Purchase 

Consideration 

(S$mn)

Full year EBITDA 

Contribution 

(S$mn)

Eindhoven Campus -Shell&Core 5.7% 6-Sep-21 59.9 3.4

Guangdong DC - Tripple net 8.8% 13-Dec-21 132.0 11.6

NetCo Bonds* 9.17% 22-Dec-21 88.7 8.1

London DC - Tripple net 3.8% - 4.4% 11-Jan-22 105.5 4.3

7.1% 386.1 27.5

Source: Company, PSR

* Taxable at 17% if qualifying project debt securities (QPDS) status is not approved
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Financials

Statement of Total Return and Distribution Statement Balance Sheet

Y/E Dec, SGD mn FY19 FY20 FY21 FY22e FY23e Y/E Dec, SGD mn FY19 FY20 FY21 FY22e FY23e

Gross revenue 195        266        271        308        317        ASSETS

Property expenses (18)         (21)         (23)         (23)         (23)         Investment properties 2,637    3,005    3,401    3,536    3,565    

Net property income 177        244        248        285        294        Inv. Propty. Under Devmnt. -              25          -              -              -              

Net Finance (Expense)/Inc (15)         (18)         (21)         (26)         (30)         Others 11          19          117        114        110        

Manager's fees (16)         (22)         (24)         (28)         (28)         Total non-current assets 2,648    3,048    3,518    3,650    3,675    

Other items (6)           (12)         (3)           (8)           (8)           Cash 156        244        196        344        350        

FV change, Inv. Properties (16)         1             151        -              -              Trade receivables 96          54          50          65          67          

Total Return Before Tax 124        193        351        231        236        Others 28          3             16          16          16          

Taxation (13)         (21)         (29)         (12)         (12)         Total current assets 280        302        262        425        433        

Total Return After Tax 111        172        322        219        224        Total Assets 2,928    3,350    3,780    4,075    4,108    

Unitholders 107        168        314        211        217        

Non-controlling interest 5             4             8             8             8             LIABILITIES

Distribution adjustments 7             (11)         (142)       (23)         (22)         Borrowings 40          144        163        178        68          

Income available for distribution 113        157        172        188        194        Trade payables 60          80          50          96          98          

Others 8             9             7             7             7             

Per unit data Total current liabilities 108        234        221        281        173        

Y/E Dec FY19 FY20 FY21 FY22e FY23e Borrowings 880        1,044    1,136    1,332    1,439    

NAV (S$) 1.17       1.21       1.36       1.39       1.41       Others 37           88          82          76          

DPU (cents) 7.61       9.17       9.85       10.45    10.78    Total non-current liabilities 917        1,044    1,224    1,414    1,515    

Total Liabilities 1,025    1,277    1,444    1,695    1,688    

Cash Flow

Y/E Dec, SGD mn FY19 FY20 FY21 FY22e FY23e Net assets 1,903    2,073    2,336    2,379    2,420    

CFO Represented by:

Total Return After Tax 111        172        322        219        224        Unitholders' funds 1,868    1,945    2,293    2,331    2,367    

Adjustments 41          56          (102)       32          37          Non-controlling interest 35          38          42          48          54          

WC changes 19          16          (22)         31          1             

Cash generated from ops 171        244        198        282        262        

Others (16)         (9)           (8)           (12)         (12)         

Cashflow from ops 155        235        190        271        250        

CFI Valuation Ratios

Purchase of Inv. propty., net (586)       (134)       (196)       (108)       -              Y/E Dec FY19 FY20 FY21 FY22e FY23e

Capex, net (57)         (83)         (113)       (27)         (28)         P/NAV (x) 1.88 1.80 1.61 1.58 1.55

Others (27)         8             -              8             8             Distribution Yield 3.5% 4.2% 4.5% 4.8% 4.9%

Cashflow from investments (669)       (209)       (308)       (127)       (20)         NPI yield 9.2% 8.7% 7.7% 8.2% 8.3%

Growth & Margins (%)

CFF Growth

Share issuance, net 478        -              204        -              -              Revenue 80.9% 36.3% 2.1% 13.7% 2.8%

Net borrowings 383        371        551        370        170        Net property income (NPI) 94.2% 37.7% 1.6% 14.8% 3.3%

Distributions (141)       (121)       (205)       (203)       (216)       Distributable income 87.5% 38.6% 9.4% 9.8% 3.2%

Others (189)       (183)       (416)       (166)       (181)       DPU 11.3% 20.5% 7.4% 6.0% 3.2%

Cashflow from financing 531        67          135        1             (227)       Investment Property 115.1% 14.0% 13.2% 4.0% 0.8%

Margins

Net change in cash 17          93          17          145        3             NPI margin 91.0% 91.9% 91.5% 92.4% 92.8%

Effects of exchange rate (2)           (5)           (1)           -              -              Key Ratios

Ending cash 156        244        196        344        350        Gearing (%) 31.4% 35.5% 34.4% 37.1% 36.7%

Source: Company, Phillip Securities Research (Singapore) estimates
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4

< -20% Sell 5

Ratings History

PSR Rating System

Remarks

We do not base our recommendations entirely on the  above quantitative return bands.  We 

consider qualitative factors like (but not limited to) a stock's risk reward profile, market 

sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, 

and speculative undertones surrounding the stock, before making our final 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 limitati ons 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 immedi ately.  

The information and any analysis, forecasts, projections, expectations and opini ons (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 rep resentation 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 in dicated 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 repo rt 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 activiti es), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited t o 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 fluctuati on 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 Securit ies Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, di rectors, 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 

investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion.  
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house ) in Singapore at 250 North 
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection 
with, the analyses or reports; 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, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports. 

 
 


