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Reopening tailwinds to lift tenant sales 
 
SINGAPORE | REAL ESTATE | 3Q22 UPDATE 

 No financials provided in this operational update. Portfolio occupancy was stable at 99.9%. 
 313@Somerset delivered positive reversions for the third consecutive quarter, but tenant 

sales, which are at 90% of pre-pandemic levels, dipped 3.3% YoY due to dine-in cap of five 
pax in 3Q22 (3Q21: 8 pax). 

 Acquisition of remaining stake in JEM was completed on 22 April 2022. We understand that 
reversions have been positive and tenant sales are at 110% of pre-pandemic levels. 

 Upgrade to BUY from ACCUMULATE; DDM target price raised from S$0.94 to S$1.05. 
FY22e-26e DPUs lowered by 0.6-3.8% to factor in the issuance of perpetual securities. We 
lower our COE from 7.7% to 7.0% to reflect the lower risk associated with a predominantly 
Singapore-focused portfolio post-acquisition of JEM. Return to office and tourist visits are 
immediate catalyst for LREIT.   

 
Operating metrics at a glance 

 
 
The Positive 
+ Rental growth on the back of positive reversions and impending annual inflation-linked 
escalation. LREIT delivered its third quarter of positive reversions at 313@Somerset, although 
signing rents are still c.3% below pre-pandemic levels. We understand that reversions at JEM, 
are also positive. LREIT's only Italian asset, Sky Complex, which is on a long lease that expires in 
May 2032, is subject to annual inflation-linked escalation every April. Using Mar22's CPI growth 
as in indication, we could see c. 5% of escalation on Sky Complex's rent in Apr22. Portfolio 
occupancy remained stable QoQ at 99.9% with only 3% of GRI to be de-risked in 4Q22.  
 
The Negative 
- Tenant sales still below pre-pandemic levels due to absence of tourists. Tenant sales at 
313@Somerset dipped 3.3% YoY due to dine-in cap of five pax in 3Q22 (3Q21: 8 pax). 3Q22 
tenant sales were at 90% of pre-pandemic levels as tourists, who typically accounts for 20-25% 
of 313@Ochard's tenant sale, have yet to return to pre-pandemic levels. Meanwhile, footfall 
and tenant sales at JEM have surpassed pre-pandemic levels, the latter coming in at 110% of 
2019's levels. The lifting of workplace capacity to 100% should bring more footfall to both JEM 
and 313@Somerset, which are located near offices, and could further uplift tenant sales.  
 
Outlook 
LREIT has c.10k sq ft of additional GFA to unlock at 313@Somerset and intends to deploy it at 
the basement and ground floors of the mall, which command higher rents, timing AEIs to 
coincide with lease renewals to minimise disruption. Once fully deployed, the additional GFA 
could increase NPI by 2-3%. Acquisition remains a lever of growth for LREIT. Among its two 
pipeline assets, Paya Lebar Quarters (PLQ) and Parkway Parade, the former will likely be the 
priority as Parkway Parade has not yet stabilised. Due to PLQ’s size, LREIT may acquire PLQ in 
tranches via the respective strata titles. 
 
Upgrade from ACCUMULATE to BUY, DDM target price raised from S$0.94 to S$1.05 
FY22e-26e DPUs lowered by 0.6-3.8% to factor in the issuance of perpetual securities. We lower 
our COE from 7.7% to 7.0% to reflect the lower risk associated with its predominantly 
Singapore-focused portfolio post-acquisition of JEM. As such, our DDM-TP is increased from 
S$0.94 to S$1.05. LREIT’s portfolio is anchored by JEM and 313@Somerset, which are dominant 
malls in their respective catchments and will benefit from return to office and tourist visits.  
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313@Somerset 3Q22 3Q21 YoY 2Q22 QoQ

Tenant sales ($m) 44.5 46.0 -3.3% 48.2 -7.7%

Footfall (mn) 5.8 6.60 -12.1% 6.5 -10.8%

Source: LREIT, PSR

BUY (Upgraded)
LAST CLOSE PRICE 
FORECAST DIV
TARGET PRICE
TOTAL RETURN

COMPANY DATA
BLOOMBERG CODE: LREIT SP
O/S SHARES (MN) : 2,089
MARKET CAP (USD mn / SGD mn) :1310 / 1813
52 - WK HI/LO (SGD) : 0.89 / 0.67
3M Average Daily T/O (mn) : 9.23

MAJOR SHAREHOLDERS
LENDLEASE SREIT PTY LTD 17.5%
TEMASEK HOLDINGS PTE LTD 2.8%
BLACKROCK INC 2.7%

PRICE PERFORMANCE (%)
1MTH 3MTH YTD

COMPANY 1.9 1.9 (3.3)
STI RETURN (2.7) 0.4 7.1

PRICE VS. STI

Source: Bloomberg, PSR

KEY FINANCIALS
Y/E June FY20* FY21 FY22e FY23e
Gross Rev ($m) 55.5   78.7   107.9 219.6 
NPI ($m) 40.3   56.9   82.5   165.5 
Dist. Inc. ($m) 35.7   55.1   67.3   118.8 
P/NAV (x) 1.14   0.99   1.02   1.04   
DPU (cents) 3.05   4.68   4.93   5.22   
Dist. Yield (%) 3.16   5.81   6.12   6.49   

*2 October 2019 - 30 June 2020
Source: Company, PSR

VALUATION METHOD
DDM (Cost of Equity: 6.98%; Terminal g: 2%)
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Financials

Income Statement Balance Sheet

Y/E June, (S$’000) FY20* FY21 FY22e FY23e Y/E June, (S$’000) FY20* FY21 FY22e FY23e

Gross revenue 55,536        78,651        107,931      219,613      ASSETS

Property expenses (15,247)      (21,733)      (25,428)      (54,142)      Investment properties 1,442,598   1,419,857   3,582,906   3,596,406   

Net property income 40,289        56,918        82,503        165,471      Equity instrument at FV -                 44,591        -                 -                 

Net Finance (Expense)/Inc. (6,709)        (9,989)        (21,837)      (36,117)      Others 14,006        13,829        19,812        8,308          

Manager's  fees (4,865)        (6,856)        (9,403)        (17,285)      Total non-current assets 1,456,604   1,478,277   3,602,718   3,604,714   

Other i tems (12,955)      (12,790)      (22,509)      (6,753)        Trade receivables 10,553        6,664          12,952        18,667        

FV change, derivatives  & ppties (24,376)      (28,622)      10,959        -                 Cash and cash equivalents 83,678        249,264      151,568      155,524      

Share of  profi t from associate -                 1,731          10,959        -                 Others 4,663          2,910          2,910          2,910          

(Loss)/Profit before tax (8,616)        (1,339)        20,174        105,316      Total current assets 98,894        258,838      167,430      177,101      

Taxation -                 -                 -                 -                 Total Assets 1,555,498   1,737,115   3,770,148   3,781,815   

Net income after Tax (8,616)        (1,339)        20,174        105,316      

P&L adjusted for perps (598)           (11,025)      (18,900)      LIABILITIES

Distribution adjustments 44,288        57,060        58,187        32,374        Trade payables 21,827        27,393        64,759        76,425        

Distributable income 35,672        55,123        67,336        118,789      Loans  and borrowings -                 -                 99,300        437,300      

Total current liabilities 22,147        28,016        164,682      514,348      

Per unit data Loans  and borrowings 528,999      542,573      1,413,838   1,092,124   

Y/E June FY20* FY21 FY22e FY23e Others 12,102        9,727          9,727          9,727          

NAV (S$) 0.85            0.81            0.79            0.78            Total non-current liabilities 541,101      552,300      1,423,565   1,101,851   

DPU (S cents ) 3.05            4.68            4.93            5.22            Total Liabilities 563,248      580,316      1,588,247   1,616,199   

Cash Flow Net assets 992,250      1,156,799   2,181,901   2,165,616   

Y/E June, (S$’000) FY20* FY21 FY22e FY23e Represented by:

CFO Perpetuals -                 198,897      398,897      398,897      

P&L after tax (8,616)        (1,339)        20,174        105,316      Unitholders ' funds 992,250      957,902      1,783,004   1,766,719   

Adjustments 48,402        58,126        69,458        52,205        

WC changes (3,420)        9,719          31,078        5,951          

Cash generated from ops 36,366        66,506        120,710      163,472      

CFI

Acquis i tion of IP (1,451,542) -                 (1,790,000) -                 

Purchase of equity instrument at FV -                 (45,533)      (327,958)    -                 Valuation Ratios

Others 298             (1,756)        (6,432)        (1,945)        Y/E June FY20* FY21 FY22e FY23e

Cashflow from investments (1,451,244) (47,289)      (2,124,390) (1,945)        P/NAV (x) 1.14 0.99 1.02 1.04

Distribution Yield (%) 3.16 5.81 6.12 6.49

CFF NPI yield (%) 2.79 3.98 3.30 4.61

Proceeds  from issuance of units  1,027,792   -                 854,668      -                 Growth & Margins

Proceeds  from issuance of perps -                 200,000      200,000      -                 Growth

Loans , net of repayments 514,050      -                 957,000      99,300        

Dis tributions  to unitholders (15,067)      (48,145)      (67,336)      (118,789)    Revenue - 41.6% 37.2% 103.5%

Distributions  to perp holders (11,025)      (18,900)      Net property income (NPI) - 41.3% 45.0% 100.6%

Others (28,451)      (6,027)        (27,322)      (19,883)      Dis tributable income - 54.5% 22.2% 76.4%

Cashflow from financing 1,498,324   145,828      1,905,984   (58,272)      DPU - 53.4% 5.3% 5.9%

Margins

Net change in cash 83,446        165,045      (97,696)      103,255      NPI margin 72.5% 72.4% 76.4% 75.3%

Cash at the s tart of the period -               83,678        249,264      151,568      Key Ratios

FX changes 232             541             -               -               Net Debt or (Net Cash) 445,321      293,309      1,262,270   936,600      

Ending cash 83,678        249,264      151,568      254,824      Gearing 34.0% 31.2% 40.1% 40.4%

*2 October 2019 - 30 June 2020

Source: Company, Phi l l ip Securi ties  Research (Singapore) Estimates
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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 catalysts , 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 
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. 

 
 


