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Key p oints 

▪ Along with the post-pandemic 

reopening of economies, S-REITs serve 

as a good inflation hedge while 

remaining fertile hunting ground for 

dividend yields 

▪ While S-REITs are not spared by the 

rising interest rate environment, risks 

to DPU are mitigated by healthy gearing 

levels, high proportion in fixed rate 

debts, and staggered debt maturities 

over the next two years 

▪ Opportunities include reopening plays 

which benefit from strong pent-up 

demand to travel, and quality names for 

long-term resilience 

▪ The sector remains an essential 

component in the income part of our 

barbell portfolio construct 

 

G L OBAL CROSS ASSETS 

Returns of cross assets around the world 

Index C lose Overnight  Y T D 

DJIA 32,990.12 -0.7% -9.2% 

S&P 500 4,132.15 -0.6% -13.3% 

N ASDAQ 12,081.39 -0.4% -22.8% 

Stoxx Europe 600 443.35 -0.7% -9.1% 

DAX  14,388.35 -1.3% -9.4% 

C AC  40 6,468.80 -1.4% -9.6% 

F T SE 100 7,607.66 0.1% 3.0% 

M SC I AxJ 687.91 1.3% -12.8% 

N ikkei 225 27,279.80 -0.3% -5.3% 

SH C OMP 3,186.43 1.2% -12.5% 

H a ng Seng 21,415.20 1.4% -8.5% 

M SC I EM 1,077.67 1.2% -12.5% 

U ST  10-yr y ield* 2.84 10.6  133.4  

JG B  10-yr y ield* 0.24 0.4  17.0  

B und 10-yr yield*  1.12 6.7  130.2  

U S  H Y spread* 4.06 -6.0  123.0  

EM  spread* 383.07 -7.2  52.8  

WT I (USD) 114.67 -0.3% 52.5% 

L M EX 4,537.00 -1.5% 0.8% 

G old (USD) 1,837.35 -1.0% 0.4% 

Source: Bloomberg 

* Changes in basis points  

 

EQUITY STRATEGY 

S-REITS: Withstanding the test of time 

Th e hunt for yield in an inflationary environment. Despite the wall of worries surrounding 

new Covid variants, Fed tapering, and a sticky inflationary backdrop, there is also a sense of 

optimism as the world reopens to live in a new normal with more effect ive treatments and 

vaccines. Along with the post-pandemic reopening of economies, the Singapore Real Estate 

Investment Trusts (S-REITs) are well positioned for steady growth, and remain fertile hunting 

ground for recurring income and dividend yields (5-6%). 
 

F i gure 1: S-REITs distribution yield by sub-sector 

 

Source: Bloomberg, DBS 

 

Th e outlook for the S-REITs sector remains robust, led by tight supply across subsectors 

and improving demand momentum. Take the Central Business District’s (CBD) Grade A 

office segment for instance, the current rental rates of SGD9.60 psf is above the 10-year 

average of SGD9.20 psf and according to property consultancy firm JLL, rental growth of 25-

30% is expected between now and 2025. 

Singapore continues to be the preferred location for companies looking to set up regional 

headquarters and such a trend will underpin rental momentum across the retail and  

commercial segments within S-REITs. Strong demand, particularly from Tech giants amid 

tight supply, continues to support positive rental reversions. For instance, the upcoming 

Central Boulevard is turning into a CBD tech hub with Amazon potentially its fi rst anchor 

tenant. Other tech giants like Meta and ByteDance are also potentially exploring options at 

Central Boulevard.  

Furthermore, pent up demand to travel is recovering fast as economies reopen, as evident 

in the broad-based recovery in revenue available per room (RevPar) for hotel REITs and 

improving occupancy rates and traffic footfalls across retail REITs in 1Q22. 
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F i gure 2: Singapore Property Clock (2022) 

 

Source: DBS 

 

Table 1: Singapore property market to strengthen as the impact of the pandemic wears off 

 
 

 Source: DBS 

An  inflation hedge. S-REITs serve as a good inflation hedge given that rental and property 

values tend to rise in tandem with rising inflation. Importantly, the ability of S-REITs in 

paying dividends is less impacted by rising interest rates due to their reasonable levels of 

gearing (averaging around 38%) and high proportion in fixed rate borrowings (c.75%). 

 

 

 



 

On utility cost guidance from the S-REITs sector, utility costs typically comprise only 

between 1-3% of revenue, except for hospitality, where it ranges between 3-5%. Industrial 

and office sector utility costs are largely borne by the tenants. While hospitality may bear 

the brunt of the high costs, these could be passed on via room rates, given the strong 

demand and that these rates see ongoing adjustments. Retail landlords may have to bear 

higher utility costs as the pass-through mechanism may have some timing issues. 

Nevertheless, some of these costs could be offset with the return of atrium sales and 

parking income.  

In the near term, as energy prices have spiked since the Russian-Ukraine war started, most 

S-REITs have relooked at their utility contracts to ensure the rates are substantially locked 

in to minimise the utility cost impact in FY22. 

Interest rates sensitivity: According to DBS Group Research, based on management 

guidance and sensitivity analysis, a 25 bps increase in interest rates is estimated to have 

a 0.4-2.3% impact on FY22F distribution per unit (DPU). 

F i gure 3: S-REITs correlation vs inflation 

 Correlation vs Inflation 

Su bsectors 10- yr 5- yr 

In dustrial - 0.57 0.05 

R etail - 0.39 0.27 

Offi ce 0.04 0.46 

Logistics - 0.45 0.02 

Hospitality - 0.16 0.36 

S- REIT Index - 0.55 0.32 

STI  - 0.04 0.58 

Developers 0.50 0.54 

Source: DBS  

R eopening S-REITs –  Paid to Wait. The reopening of international borders and travel is 

poised to accelerate surely but unevenly. Globally, high and improving vaccination rates 

have enabled this shift by substantially reducing the risks of severity and fatality. 

Hospitality and retail S-REITs are well placed to be reopening beneficiaries that are trading 

at compelling valuations, with both subsectors trading at below 1x Price-to-book (P/B) 

multiples, below the historical mean since 2010. Moreover, at around 0.9x P/NAV, 

hospitality S-REITs are trading at SGD700,000-800,000 per key, compared to recent 

transactions for Singapore hotels located in the CBD at a valuation of SGD1.8m per key 

(or per room). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

F i gure 4: Cost component of REITs 

 

Source: DBS  

In addition, operating trends are improving with Retail REITs continue to record improving 

footfalls and higher occupancy rates, while hotel REITs continue to record broad -based 

improvement in RevPAR (Revenue Per Available Room) across the regions. We saw green 

shoots in 1Q22 with RevPARs rising by 1-34% despite a slight setback from an increase in 

Omicron infections in many countries. The longer-term recovery trajectory for RevPARs 

remains strong with the return of leisure travel and strong pent up demand.   

Hospitality S-REITs’ key markets like (i) Singapore (c.40% of asset value) have substantially 

opened its borders with a robust line-up of MICE events in 2H22, while staycations are still 

key, (ii) Europe (c.15%) and Australia (14%) will likely shrug off the Omicron impact as 

international travel return. In Asia, we await the re-opening of Japan (c.13%) to tourists, 

and China, which are the next catalysts to drive a further hike in RevPARs.  

F i gure 5: R etail REITs valuation trend (price-to-book) 

 

Source: Bloomberg, DBS 

St ick to Qu ality R EITs. For long-term investors who are looking for stable passive 

investment income streams, our preference is to stick with quality S-REITs with a track 

record of sustaining recurring dividend growth and resilient income streams. When it 

comes to stock selection, we use our proprietary ABCD rank-based scorecard to position 

in the top quality S-REITs. Our quality selection of “ABCD” REITs takes into account REITs 

with strong A sset Quality, Business Mix, Competitive Edge, Debt Resilience. We believe a 

combination of these quality metrics wil l drive resilience to earnings and DPU, enabling S-

REITs to emerge from market downturns stronger due to scale, strategic assets, and 

strong financials. 
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Disclaimers and Important Notes 

This information herein is published by DBS Bank Ltd. (“DBS Bank”) and is for information only.  This publication is intended for DBS Bank and its subsidiaries or affiliates (collectively 

“DBS”) and clients to whom it has been delivered and may not be reproduced, transmitted or communicated to any other person without the prior written permission of DBS Bank.   

This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any transaction as 

described, nor is it calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be  

viewed as such.  

The information herein may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or any of the risks associated to 

any actual transaction. Any terms, conditions and opinions contained herein may have been obtained from various sources and neither DBS nor any of their respective directors 

or employees (collectively the “DBS Group”) make any warranty, expressed or implied, as to its accuracy or completeness and thus assume no responsibility of it. The information 

herein may be subject to further revision, verification and updating and DBS Group undertakes no responsibility thereof.  

All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. This publication does not have regard to the specific investment objectives, financial 

situation or particular needs of any specific person. Before entering into any transaction to purchase any product mentioned in this publication, you should take steps to ensure 

that you understand the transaction and has made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances. In 

particular, you should read all the relevant documentation pertaining to the product and may wish to seek advice from a financial or other professional adviser or make such 

independent investigations as you consider necessary or appropriate for such purposes. If you choose not to do so, you should consider carefully whether any product mentioned 

in this publication is suitable for you.  DBS Group does not act as an adviser and assumes no fiduciary responsibility or liability for any consequences, financial or otherwise, arising 

from any arrangement or entrance into any transaction in reliance on the information contained herein.  In order to build your own independent analysis of any transaction and its 
consequences, you should consult your own independent financial, accounting, tax, legal or other competent professional advisors as you deem appropriate to ensure that any 

assessment you make is suitable for you in light of your own financial, accounting, tax, and legal constraints and objectives without relying in any way on DBS Group or any position 

which DBS Group might have expressed in this document or orally to you in the discussion.  

Key Risks: 

Key risk on the S-REITs remains a prolonged and persistent spike in interest rates. We 

believe this will be largely mitigated by:  

▪ Healthy gearing at around 38% vs the regulatory gearing limit of 50% 

▪ High proportion in fixed rate debt (c.75% of interest cost) 

▪ Low refinancing risks over the next two to three years, with staggered debt 

maturities of <11% of overall debt expiring in 2022 and <17% of debt expiring in 

2023 

Table 2: “ABCD” quality S-REITs metrics 

“ABCD” S-REITs for Quality Yields and Earnings Resilience 

Asset Quality Bu siness Mix Competitive Edge Deb t Resilience 

• Freehold asset 

• Long WALE 

• Consistently high 

occupancy rate 

• Sector preference; 

suburban retail, data 

centres, business parks, 

high-specs industrial 

• High domestic exposure 

• High tech exposure 

• Strong sponsor 

• Low gearing and large 

headroom to grow 

• High proportion of debt 

hedged in fixed rates 

• Low management fees 

(% of AUM) 

• Low % of debt maturing 

in next three years 

• Long term to maturity 

(years) 

• Low cost of debt 

Source: DBS 

 

F i gure 6: Hospitality REITs valuation trend (price-to-book) 

 

Source: Bloomberg, DBS 

F i gure 7: Improving RevPAR trends 

Source: Bloomberg, DBS 
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Any information relating to past performance, or any future forecast based on past performance or other assumptions, is not necessarily a reliable indicator of future results. 

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error -free as information could be 

intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of the 

Information, which may arise as a result of electronic transmission. If verification is required, please request for a hard-copy version.  

This publication is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or  other 

jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 

If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in error, please inform the sender or 

contact us immediately. DBS Group reserves the right to monitor and record electronic and telephone communications made by or to its personnel for regulatory or operational 

purposes. The security, accuracy and timeliness of electronic communications cannot be assured.  

Dubai International Financial Centre  

This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook Conduct  of Business Module (the "COB Module"), and 

should not be relied upon or acted on by any person which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules. 

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the "DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" 

("DBS DIFC"), registered with the DIFC Registrar of Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5, PO Box 

506538, DIFC, Dubai, United Arab Emirates.  

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number F000164. For more information on DBS DIFC and its affiliates, please 

see http://www.dbs.com/ae/our--network/default.page. 

Where this communication contains a research report, this research report is prepared by the entity referred to therein, which may be DBS Bank Ltd or a third party, and is provided 

to you by DBS DIFC. The research report has not been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding that, whilst the 

information contained within is believed to be reliable, the information has not been independently verified by DBS DIFC. 

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as defined under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or 

an "Offer of a Unit of a Fund" as defined under Article 19(2) of the Collective Investment Law (DIFC Law No.2 of 2010). 

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in connection with this investment and it is not subject to any form of 

regulation or approval by the DFSA. Accordingly, the DFSA has not approved this communication or  any other associated documents in connection with this investment nor taken 

any steps to verify the information set out in this communication or any associated documents, and has no responsibility for them. The DFSA has not assessed the suitability of any 

investments to which the communication relates and, in respect of any Islamic investments (or other investments identified to be Shari'a compliant), neither we nor the DFSA has 

determined whether they are Shari'a compliant in any way. 

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale. Prospective purchasers should conduct their own due diligence 

on any investments. If you do not understand the contents of this document you should consult an authorised financial adviser. 

H ong Kong  

This publication is distributed by DBS Bank (Hong Kong) Limited (CE Number: AAL664) (“DBSHK”) which is regulated by the Hong Kong Monetary Authority (the "HKMA") and the 

Securities and Futures Commission. In Hong Kong, DBS Private Bank is the private banking division of DBS Bank (Hong Kong) Limited. 

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the ex press understanding that, whilst the information 

contained within is believed to be reliable, the information has not been independently verified by DBSHK.  

S ingapore  

This publication is distributed by DBS Bank Ltd (Company Regn. No. 196800306E) ("DBS") which is an Exempt Financial Adviser as defined in the Financial Advisers Act and regulated 

by the Monetary Authority of Singapore (the "MAS"). 

T hailand 

This publication is distributed by DBS Vickers Securities (Thailand) Co., Ltd. (“DBSVT”).  

U nited Kingdom   

This communication is from DBS Bank Ltd., London Branch located at 9th Floor, One London Wall, London EC2Y 5EA. DBS Bank Ltd. is regulated by the Monetary Author ity of 

Singapore and is authorised and regulated by the Prudential Regulation Authority. DBS Bank Ltd. is subject to regulation by the Financial Conduct Authority and limited regulation by 

the Prudential Regulation Authority. Details about the extent of DBS Bank Ltd., London Branch’s regulation by the Prudential Regulation Authority are available upon request. 

 

 

 


