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Basic Information 
Last Closed Price  S$2.56  
12M Target Price S$3.50 
+/- Potential +36.7% 
Bloomberg Ticker CLAR SP 
GICS Sector Real Estate 
GICS Sub-Industry Industrial REITs 

 

1Y Price v STI 

 
 

 
CapitaLand Ascendas REIT is Singapore’s first and 
largest listed business space and industrial REITs 
with a portfolio value of $16.55 billion. It focuses on 
developed markets in a range of industries from 
Business Space and Life Sciences to Industrial and 
Data Centres segments, with holdings in Singapore, 
US, Australia and Europe. 

Company Description 

Key Financials 
Market Cap  S$10.75b 
Basic Shares O/S S$4.20b 
Free Float 49.9% 
52-Wk High-Low S$3.03 - S$2.45 
Fiscal Year End 31-Dec-2022 

 

(S$ M) FY20A FY21A FY22E FY23E 
Revenue 1049.5 1226.5 1301.0 1380.1 
Gr Rate (%) 50.1 16.9 6.1 6.1 
NPI 776.2 920.8 968.6 1027.5 
Margin (%) 53.0 57.0 55.8 57.3 
ROE 6.3 7.0 7.2 7.5 
ROA 3.7 3.9 3.9 4.0 
ROIC 4.1 4.4 4.3 4.4 
Gearing 31.0 34.3 36.6 37.7 

 

Key Executives 
Mr. William Tay Chief Executive Officer 
Ms. Koo Lee Sze Chief Financial Officer 

 
 

We are initiating coverage of CapitaLand Ascendas REIT,  
 
We are initiating coverage of CapitaLand Ascendas REIT, 
(“Ascendas” or the “Company”) SGX:A17U with a BUY rating and a 
$3.50 12M price target.   
 
1H22 Earnings Highlights 

• Gross Revenue increased 13.7% from S$586.0m in 1H21 to 
$666.5m in 1H22 

• Net property income (NPI) increased 7.0% from S$445.6m  in 
1H21 to $476.9m in 1H22 

• Distributable income increased 6.3% from S$311.0m in 1H21 
to $330.8m in 1H22. DPU was 7.87 cents for the period 
declared 

• Gearing Ratio decreased from 37.6% in 1H21 to 36.7% in 
1H22, well below MAS mandate of 50.0% 

 
Investment Thesis  

• Ascendas remains attractive vis-à-vis peers with interest 
rate hedging from accretive acquisitions and asset 
enhancement initiatives 

• Ascendas’ consumer base in rapidly developing 
industries increases income stability and potential for 
continued outperformance  

• Low cost of debt and smaller acquisition values signals a 
shift to debt financing, resulting in resilient DPU growth 

 
Catalysts 

• Acquisitions of new properties or joint venture partnerships 
with CapitaLand 

• Introduction of new AEI initiatives for properties with low 
occupancy rates 

• Positive macro-outlook to buttress landlord market 
• Upcoming dividend declarations for 1H 2023 

 
Valuations 

Our 12M price target at the date of coverage is S$3.50. Using the AEI 
targets guided by management, along with a dividend growth rate of 
1.3% and units growth rate of 5.5% from FY22-FY26, a DDM model 
was used to obtain our valuation. Our target price falls within the 
valuations of Ascendas’ competitors, as well as DCF valuation 
estimates.   The current yield spread between Ascendas and 10-year 
SGS of 2.5% is lower than the 1-year lookback yield spread mean of 
2.8% and a mean reversion is expected with a focus on financial 
prudence and healthy gearing. 
 
Investment Risks  

• Challenging macroeconomic conditions for rapidly rising 
industries: The increased cost of debt may limit the ability to 
finance future acquisitions to boost portfolio return 
performance and depress bottom line figures. 

• Sustained increase in electricity and production input 
costs: Tight supply has led to an increase in utility costs for 
portfolio properties. 

• Fluctuations in foreign exchange rates: Exchange rate 
fluctuations resulted in the erosion of rental income. 

 CapitaLand Ascendas REIT (SGX:A17U) 

BUY: S$3.50 (+36.7%) 

 Equity Research – Real Estate Date: 3rd December 2022 
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Figure 1: Ascendas Trust Structure 
 

 
 
Source: Company Filings 
 
Figure 2: Gross Revenue Breakdown by 
Geographical Segment 

  
Source: Company Filings 
 
Figure 3: Gross Revenue Breakdown by 
Industry 

 
Source: Company Filings 
 
Figure 4: Gross Revenue and NPI

 
Source: Company Filings 
 
Figure 5: Distributable Income and DPU 

 
Source: Company Filings 
 

Company Overview 

CapitaLand Ascendas REIT is Singapore’s first and largest listed 
business space and industrial REITs by asset size. It focuses on 
developed markets in a range of industries from Business Space and 
Life Sciences to Industrial and Data Centres segments with holdings in 
Singapore, US, Australia and Europe. Ascendas has been listed on the 
Singapore Exchange Securities Trading Limited since November 2002. 
The company is backed by CapitaLand Investment Limited, a leading 
global real estate investment manager with a strong Asia foothold. This 
is represented by its trust structure, where its managers are fully 
owned subsidiaries of CapitaLand.  
 
As of 3rd December 2022, Ascendas has a portfolio value of $16.55 
billion. The company has a well-diversified portfolio across 4 key 
markets: Singapore, US, Australia and Europe, with a more substantial 
portion based in Singapore. Ascendas currently holds 228 properties 
across the business space, industrial and data centres as well as 
logistics sectors. On a more granular level, Ascendas is diversified over 
20 subcategories of these industries with the largest representation 
being logistics and supply chain at 11.9%. Additionally, no single 
property accounted for more than 4.2% of its monthly gross revenue. 
 
In terms of financial performance, both gross revenue and net 
property income margins are generally on an increasing trend, 
whereas the outlook for distributable income is optimistic with a 
gradual recovery. The reason for two 2019s is due to the change in 
Ascendas’ financial year end, and the dip in DPU was due to a larger 
base of units for the REIT, where Ascendas raised 1.2 billion through a 
private offering which enlarged the REITs base by over 398 million 
units. 
 
As for Capital Management, Ascendas’ 36.7% aggregate leverage is 
well below MAS’ limit of 50.0%, which represents an available debt 
headroom of approximately S$4.6 billion. Debt maturities are well-
spread across 10 years in conjunction with a healthy A3 credit rating. 
The REIT also ensures that majority of its portfolio is hedged against 
interest rate and exchange rate risks at 78.0% and 75.0% respectively.  
 
Asset management remains strong with an upward trend for portfolio 
occupancy and rental reversion. Portfolio occupancy rate was 94.0% 
with a positive rental reversion of 9.4% for the period. Additionally, 
Ascendas has a Portfolio WALE of 3.7 years, with only 10.2% of gross 
rental income due in FY2022. 

1H22 Earnings Review 

• Gross Revenue increased 13.7% from S$586.0m in 1H21 to 
$666.5m in 1H22 
 

• Net property income (NPI) increased 7.0% from S$445.6m  
in 1H21 to $476.9m in 1H22 

 
• Distributable income increased 6.3% from S$311.0m in 

1H21 to $330.8m in 1H22. DPU was 7.87 cents for the period 
declared 

 
• Gearing Ratio decreased from 37.6% in 1H21 to 36.7% in 

1H22, well below MAS mandate of 50.0% 
 

• Overall Portfolio Occupancy Rate increased to 94.0% in 1H22 
from 91.3% in 1H21 with a positive rental reversion of 9.4% 
in the period 
 

• High level of natural hedging at ~75.0% of portfolio, which 
adds to Ascendas’ income stability in the near-mid term 
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Figure 6: Fed Funds Rate History 

 
Source: NewYorkFed.org 
 
Figure 7: US Annual Inflation Rate 

 
Source: US Bureau of Labor Statistics 
 
Figure 8: US Consumer Price Index % change 
for 2022 

 
Source: US Bureau of Labor Statistics 
 
Figure 9: Projected E-commerce Sales in 
Singapore  

 
Source: Statista 
 
 
 

Industry Outlook 

The real estate industry is projected to experience greater uncertainty 
as central banks across the world continues to increase interest rates 
in response to rising unexpected and uncontrolled inflation. Despite 
inflationary headwinds, the industry still stands to gain from a shift in 
power dynamics and enjoy strong growth in the e-commerce market 
as seen in the increase in demand for logistics spaces. 

Projections of higher US interest rates to increase cost of debt 
FY22 marks the start of the Fed’s rate hikes (refer to Figure 6) to 
negate future inflationary pressures on the United States’ economy as 
the world’s largest economy deals with future inflationary pressures 
(refer to Figure 7). In doing so, REITs that are leveraged on floating 
interest rates will find a substantial increase in the cost of borrowing. 
This is supplemented by the traditionally high amounts of debt 
employed to finance the acquisition of properties and/or asset 
enhancement initiatives which instigates a heightened level of fear on 
REITs’ ability to ensure bottom line protection and continued 
performance in dividend pay-outs for its shareholders. The expected 
increase in loan repayments will significantly depress bottom line 
figures into the future as REITs look towards locking in fixed interest 
rates on their existing loans and reducing future loans to not risk any 
illiquidity concerns. This will likely be followed by and increase in cash 
holdings to increase investor’s confidence in the ability to cover 
interest repayments.  

Moreover, the United States released news that the annual inflation 
rate (YTD) slowed to a gain of 7.7% compared to the market’s 
expectation of 7.9%. The October Consumer Price Index (CPI) showed 
an increase of 0.4% change month-on-month relative to the street’s 
estimates of 0.6%. Given the over-estimates of market expectations, it 
does seem that the interest rate hikes have taken effect to ease the 
exemplary growth seen during the pandemic bolstered by close to zero 
interest rates to boost spending all around. This may lead to a more 
optimistic outlook for investors and REITs as the monetary policy 
tightening seems to have taken its course to gradually slow down 
inflation and taking into account recessionary fears for the US 
economy to prevent any regression in business growth. As such, the 
industry faces an exponentially difficult time in finding accretive 
acquisitions to boost growth metrics and portfolio desirability given 
the aforementioned macroeconomic factors.  
 
Rising demand for onshore logistics facilities in Singapore 
Singapore’s e-commerce scene is expected to reach US$13.3 billion in 
market size by 2026 at a compounded annual growth rate of 16.23%. 
The increased consumer preference for anything online shopping will 
result in the increased demand for distribution facilities within 
Singapore. As consumers prioritise the need for convenience and 
accessibility to various goods and services, there is a paradigm shift 
from physical to online retail and these firms will respond in kind to 
continue to capture more market share. 
 
Additionally, the trend is exacerbated by government initiatives to 
facilitate the ease of trade through international agreements such as 
RCEP and FTAs to reduce any red tapes in cross-border business 
operations. To further develop the country’s ability to handle rising 
demand for these products, the government sought out to increase the 
production capacity of to take on more shipping vessels and increase 
its efficiency via the much-anticipated development of the Tuas Mega 
Port. This will further bolster the capability of Singapore to unload 
shipping hauls and meet the projected increase in demand for e-
commerce services. 
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Figure 10: Porter’s Five Forces 

 
Source: Team Analysis 
 
Figure 11: IEdge S-REIT Index Weightage for 
Top 10 Biggest Components 
 

 
Source: Capital IQ 
 
Figure 12: S$133.2 million Chicago Acquisition 
of Logistics Properties 

 
Source: Capitaland Website 
 
Figure 13: Ascendas Capitaland’s Completion of 
UBIX 

 
Source: Capitaland Website 
 
 

Porter’s Five Forces 

Illustrating the points below using the Porter’s Five Forces diagram, 
we observe that the expected uncertainty in interest rates and 
CapitaLand Ascendas REIT’s cemented position will allow it to 
continue to be an industry leading option for investors looking to 
diversify their portfolio and increase exposure to the real estate 
industry. 
 
Competition within industry –Moderate 
Entrenched oligopolistic position as the largest Singapore Industrial 
REIT by assets under management and market capitalization. Well 
positioned properties within finance hubs and industrial areas 
presents desirability across the portfolio. 
 
Threat of new entrants - Low 
The industry presents high barriers to entry due to the requirement of 
large capital outlay to finance acquisitions. Additionally, due to the 
current inflationary economic climate and high interest rates, the 
presence of a strong sponsor to secure low cost of debt is a great 
competitive advantage to reduce interest repayments and protect the 
amount of income distributable to shareholders. 
 
Threat of substitutes – Moderate 
Management is slated to continue to undertake redevelopment and 
asset enhancement initiatives (AEIs) to reposition and upgrade its 
properties to better differentiate quality offered to potential and 
current clientele. A new enhancement project of S$15.5 million, 
commenced at The Alpha, a business space property located at 
Singapore Science Park 2. The initiative will include a refurbishment 
of the main lobby to include modern collaborative spaces such as 
meeting rooms and pods. 
 
In total, there are a total of five current development and AEI projects 
worth S$566.0 million and are expected to complete between 4Q 2022 
and 2Q 2025. 
  
Bargaining power of customers - Low 
The relatively low WALEs of 3.4 and 3.1 years for Singapore and 
Australia respectively will allow Ascendas to utilise their pricing 
power in the current landlord market on rental income in the short 
term to secure and incorporate rent hikes. 
 
Strong demand for logistics properties are also likely to reduce 
customers’ bargaining power as the landscape to obtain desirable 
locations for distribution to reduce transportation costs and optimise 
supply chain management becomes increasingly competitive.  
 
Bargaining power of suppliers - Low 
There is a small number of possible customers able to finance large 
purchases of property en-bloc as these properties tend to be listed the 
market for a long time. Hence, CapitaLand Ascendas REIT will have the 
ability to negotiate below listing prices and strategically acquire new 
properties. 
 

Investment Thesis 

1. Ascendas remains attractive vis-à-vis peers with interest rate 
hedging from accretive acquisitions and asset enhancement 
initiatives  
 
In an environment of high interest rates, REITs are faced with 
declining property values and increasing borrowing costs. Moreover, 
the relatively high dividend yields generated by REITS become less 
attractive in comparison with lower-risk fixed income securities, 
which erodes their value proposition to income-seeking investors.  
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Figure 14: DPU vs Interest Rate 
 

 
Source: TradingEconomics, MAS, DBS, Company 
Filings 
 
Figure 15: Increase in Asset Value (2004-2007) 

 
Source: Company Filings 
 
Figure 16: Increase in AEI investment (2016-
2018, in millions) 
 

 
Source: Company Filings 
 
Figure 17: Portfolio Allocation by Property 
Type 

 
Source: Company Fillings  
 

Historically, Ascendas has remained resilient throughout such periods, 
and its DPU growth actually has a tendency to outperform peers during 
rate hikes. We identified the key drivers to be (i) property acquisitions 
and (ii) asset enhancement initiatives which have propelled an 
increase in DPU that offsets the interest rate drag on the REIT’s 
performance.  
 
Accretive Acquisitions 
Breaking down the strategies into further detail, in the period of 2004-
2007, Ascendas had the greatest increase in asset value amongst its 
peers with a rise of 224% relative to peers that ranged from 127% to 
185%. We would like to point out that this is the only peer comparison 
that differs from the standard set that we use for our analysis, as these 
are the only comparable REITs that existed in the chosen time period. 
 
Ascendas is also poised to maintain this edge against peers with an 
above-median 1H22 acquisition record of S$212.1m relative to peers 
with Mapletree Logistics at S$145.7m, Mapletree Industrials at 
S$1.32b and ESR-LOGOS at S$0m. Moreover, despite this 
outperformance, Ascendas had the lowest gearing percentage of 
36.7% relative to 37.2%, 38.4% and 40.6% respectively. This indicates 
that such performance is sustainable, and Ascendas would be able to 
leverage on this capacity to maintain or even boost its DPU growth. 
 
Asset Enhancement Initiatives (AEIs) 
As for AEI investment, Ascendas similarly ranked the highest amongst 
its peers in the period of 2016-2018 with an investment of S$229.5m 
in comparison to peers with Mapletree Logistics at S$170.0m, 
Mapletree Industrials at S$77.0m and ESR-LOGOS at S$14.7m.   
 
Ascendas’ redevelopment pipeline also remains well ahead of peers at 
end 1H22 with a value of S$566.0m that outshines peers with 
Mapletree Logistics at S$197.0m, Mapletree Industrials at S$0m and 
ESR-LOGOS at S$38.5m. Ascendas’ leading position allows it to 
capitalize on this strength to boost its property value and by extension 
its DPU performance.  
 
Hence, we believe that Ascendas can make use of both strategies in its 
arsenal to bring about attractive DPU growth relative to peers, and can 
serve as a strong defensive position during periods with high interest 
rates. Ultimately, whether interest rates are rising or falling does not 
seem to be the key determinant of REIT performance in the medium to 
long-term. This is especially so if rate hikes are brought about by 
inflationary activity and overall strength in the economy. As such, 
stronger REIT fundamentals and sound management have the 
potential to mitigate or even outweigh any negative impact caused by 
rising rates. 
 
2. Ascendas’ consumer base in rapidly developing industries 
increases income stability and potential for continued out-
performance  
 
Capitaland Ascendas REIT attributed 24.6% of net rental income 
generated for FY21 to biomedical and agriculture/aqua culture for the 
country. The life sciences and engineering space boom due to the tail-
like increase in profits generated throughout the COVID-19 period 
helped facilitate the expansion of large firms such as Pfizer, Novartis, 
Sanofi, AbbVie and Amgen into Singapore. Singapore has been touted 
as a hot spot for biotechnology and pharmaceutical firms alike looking 
to develop new business units in the APAC region.  
 
Future outperformance underpinned by high forecasted demand for 
biotechnology spaces in Singapore 
The Singaporean government is deeply committed to growing the 
country into a global hub for biotechnology seen by significantly 
increased investments through the Research, Innovation and 
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Figure 18: 5-year Rental Income Profile by 
Industry 

 
Source: Company Fillings 
 
Figure 19: Rental Reversions for 1H22 

 
Source: Respective Company Fillings 
 
Figure 20: Single vs Multi-Tenant Buildings  

 
Source: Company Fillings  
 
Figure 21: Singapore Portfolio Allocation  

 
Source: Company Fillings  
 
Figure 22 Inverse Correlation Between DPU 
and Common Stock Growth Rate 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Company Filings 
 
 

Enterprise (RIE) 2025 Plan to channel S$25 billion into research and 
innovation. This represents a 32% increase compared to RIE2020 
when the government committed S$19 billion. 
 
Strong governmental initiatives to shape the biomedical landscape 
further bolsters the increase in demand for high-specifications 
industrial and light industrial properties. The rise in desirability to 
base operations in Singapore is driven by the strong intellectual 
property protection laws and access to a global top talent pool.  
Companies in the industry prioritise the importance of safekeeping 
their key process drivers in the form of their technical knowledge and 
manufacturing know-how to ensure there is no unfair competition in 
the market when a new drug is developed for a limited time and reap 
the benefits of the company’s research and development efforts.  
 
Tenant-building metrics  
Capitaland Ascendas REIT’s focus on multi-tenant buildings and their 
relatively low WALEs of 3.4 and 3.3 years for high-specifications 
industrial and light industrial properties respectively creates out-
performance opportunities via increased rentals upon lease renewals. 
In 1H2022, Ascendas enjoyed 13.0% in rental increases for lease 
renewals to be an industry leading player with ESR-L (11.4%), CICT 
(8.5%), MLT (3.5%) and Suntec REIT (2.3%). There is elevated 
confidence in the current and likely future landlord market to expect 
higher positive rental reversions as bargaining power of Capitaland 
Ascendas REIT skyrocket due to the tight supply and unprecedented 
heightened demand for these buildings. 
 
3. Thesis 3: Reduction in equity financing due to smaller scale 
acquisitions and cheaper debt to prevent dilution of DPU 
 
As REITs are mandated to give away 90% of total returns as dividends, 
they tend to keep small cash balances and require significant debt and 
equity financing for acquisitions. One drawback to equity financing 
would be the dilutive effect it has, where distributions are spread more 
thinly over a larger pool of shares. Tracking Ascendas REIT’s 
Distributions per Unit (DPU) alongside commons stock growth rate 
hence shows an inverse correlation, with distributions increasing 
generally when common stock grows as a slower rate. 
 
We hence believe that DPU for Ascendas will remain resilient in the 
near future, predicated on management guidance for smaller scale 
acquisitions, in conjunction with the REIT’s lower cost of debt 
compared to industry peers.  
 
Smaller-Scale Acquisitions  
Given the current macroeconomic climate, large acquisitions that 
require a significant amount of time to complete would be unlikely, 
due to the fears of interest rate fluctuations throughout the acquisition 
process. This point is reiterated by management multiple times in the 
recent earnings call, with the REIT’s strategy to be remaining active on 
the investment front, but will look to smaller acquisitions to fund 
inorganic growth. 
 
While a shift to smaller acquisitions may seem irrelevant, sorting the 
REIT’s past acquisitions from 2020 to 2022, shows that acquisitions 
below the threshold of around S$200 million were funded purely by 
debt, while those above that benchmark used a combination of debt 
and equity financing. Hence, this reduction in acquisition size would 
indicate a lower future reliance on equity financing. This would also be 
in line with a historical trend of decreasing growth rate of common 
stock, which has decreased on an average rate of 2% a year since the 
REIT’s inception. The lower equity financing would therefore reduce 
the dilution of distributions, making DPU more resilient in the near 
future. 
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Figure 23: Ascendas REIT 2020-2022 
Acquisition Property Values 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Company Filings 
 
Figure 24: Percent of Borrowings on Fixed 
Rates 
 
 
 
 
 
 
 
 
 
 
 
Source: Respective Company Filings 
 
 
Figure 25: REIT Credit Ratings 
 
 
 
 
 
 
 
 
 
Source: Respective Company Filings 
 
Figure 26: REIT Cost of Debts 
 
 
 
 
 
 
 
 
Source: Respective Company Filings 
 
 
 
 
 
 
 

Cheaper Debt Financing Compared to Peers 
With a shift to more debt financing, the current high interest rates 
would seem detrimental for the REIT. However, Ascendas is better 
positioned than its peers, and hence will not be as affected by interest 
rate rises.  
 
Comparing with other REITs with similar property types, Ascendas’ 
80% of borrowings on fixed rates provides the REIT with a significant 
hedge against interest rate fluctuations. Furthermore, their stellar 
credit rating of AAA compared to peers’ BBB+ allows the REIT to enjoy 
a low cost of debt of 2.2%. In this tumultuous market where higher 
costs of debt makes it harder for REITs to find accretive acquisitions, 
Ascendas is uniquely positioned with a low cost of debt compared to 
peers, and a conservative gearing of 36.7% giving the REIT a 
significant debt headroom of S$4.6 billion.  
 
This results in Ascendas REIT having the capacity to take out large 
amounts of debt in order to fund future acquisitions, as opposed to 
relying solely on equity financing. In a time where other REITs seek to 
use more equity financing, Ascendas is able to maintain a resilient DPU 
by focusing funding acquisitions through debt. 
 
Catalysts 
 
1. Acquisitions of new properties or joint venture partnerships 
with CapitaLand 
Ascendas has a track record of acquiring properties from CapitaLand’s 
property pipeline as well as joint venture partnerships for 
redevelopment initiatives. Additions to CapitaLand’s portfolio (with 
CapitaLand’s recent return to China investments) mean that Ascendas 
could potentially leverage on its sponsor to enter new markets and 
further diversify its portfolio. 
 
2. Introduction of new AEI initiatives for properties with low 
occupancy rates 
Ascendas has been very active in implementing AEI initiatives in an 
attempt to improve portfolio occupancy rate and command higher 
rental reversions. Assets with low occupancy rates such as its 
International Business park present unrealised opportunities for 
redevelopment which could enhance its performance metrics.   

 
3. Positive macro-outlook to buttress landlord market  
Optimistic and strong demand for e-commerce goods and services will 
create a consistent and strong demand for logistics buildings - those 
acquired in Chicago, United States and high-specialisation buildings in 
Singapore for FY22/23. Consequently, higher positive rental 
reversions will drive net operating income and capitalisation rates. 
Fundamental support in consumer spending will surpass analyst 
expectations to re-affirm shareholders’ faith in CapitaLand Ascendas 
REIT portfolio and price in future expectations for additional potential 
out-performance. 

 
4. Upcoming dividend declarations 
Ascendas REIT pays dividends semi-annually, with 2 distribution 
periods throughout the year. The upcoming announcement of 1H 
2023 is likely to show growth in DPU due to the aforementioned 
reasons in the theses. This will serve as a strong catalyst to drive 
Ascendas REIT’s share price higher.  
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Figure 27: REIT Gearing Percentages 
 
 
 
 
 
 
 
 
Source: Respective Company Filings 
 
Figure 28: Ascendas Gearing Percentage 
 
 
 
 
 
 
 
 
 
 
 
Source: NUS Investment Society Estimates 
 
Figure 29: Ascendas Gearing Headroom 
Amount 
 
 
 
 
 
 
 
 
Source: NUS Investment Society Estimates 
 
Figure 30: Ascendas EPS and DPS Projections 
 
 
 
 
 
 
 
 
 
 
 
 
Source: NUS Investment Society Estimates 
 
Figure 31: Ascendas ROE, ROA, ROIC 
Projections 
 
 
 
 
 
 
 
 
 
 
 
Source: NUS Investment Society Estimates 

Financial Analysis 

 
 
Overview 
The chart above reveals Ascendas REIT’s financial prospects for the 
next 5 years, highlighting our assumptions. Most of the indicators yield 
positive and favourable trends that are supportive of our overall BUY 
recommendation. 
 
Ascendas maintains its gearing headroom, despite increasing 
debt acquisitions  
Ascendas’ gearing is expected to increase from 34.3% in FY21 to 
40.2% in FY26. This is in line with our thesis where the acquisitions 
and AEIs outlined by management are funded by debt. While this is the 
case, Ascendas is still able to maintain its debt headroom, with the 
gearing limit set by MAS at 50%. With this capacity to take on more 
debt, Ascendas can continue its acquisitions past FY26 without having 
to rely solely on equity financing.  
 
Higher earnings per share and dividends per share 
Both earnings per share as well as dividends per share increases from 
FY21 to FY26, indicative of accretive acquisitions to the REIT. While 
we forecast that the earnings per share and dividends per share will 
fall from FY25 to FY26, this due to a conservative assumption that 
Ascendas will increase the growth rate of its number of shares from 
5.5% to 6.35% as the REIT slowly relies more on equity financing for 
acquisitions.  
 
Stable profitability ratios 
As costs scale proportionally to gross revenue, margins remain 
relatively stable, along with Return on Assets and Return on Invested 
Capital. However, Return on Equity increases from FY21 to FY26 given 
the use of lesser equity financing, combined with an increase in 
accretive acquisitions. 
 

Valuation 
Valuation Price Target: S$3.50 
 
DDM model 
A Dividend Discount Model was used to estimate Ascendas REIT’s 
Share price, using a 5-year forecast due to the infeasibility of projecting 
acquisitions and AEIs over a longer period.   
 
AEIs were projected to be in line with management guidance of S$566 
million of properties under development, with our model forecasting 
the REIT hitting that target in 2023. Acquisitions were forecasted to 
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Figure 32: Distribution Per Unit Calculation 
 
 
 
 
 
 
 
 
Source: NUS Investment Society Estimates 
 
Figure 33: Revenue Growth Projections 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: NUS Investment Society Estimates 
 
Figure 34: WACC Calculation 
 
 
 
 
 
 
 
 
 
 
 
 
Source: NUS Investment Society Estimates 
 
Figure 35: Sensitivity Analysis 
 
 
 
 
 
 
 
 
 
Source: NUS Investment Society Estimates 
 
Figure 36: Yield Spread Analysis 
 
 
 
 
 
 
 
 
Source: Capital IQ 

increase to a peak of S$900 million in 2023. Both AEIs and acquisitions 
were forecasted to taper off to hedge against the uncertainty of the 
future.  
 
For dividend distribution calculation it was assumed that the growth 
rate of the number of units were to decrease to 5.5% before increasing 
over time, in accordance of our thesis of reduced equity financing. 
 
The total distributions available to unitholders was then obtained 
from revenue assumptions, and distribution adjustments were made 
in order to derive the total amount available for distribution. This was 
divided by projections for the number of units to obtain distribution 
per unit for the forecasted years.   
 
Revenue projections 
Due to the vast number of properties within Ascendas’ portfolio, 
revenue was calculated by obtaining Valuation, Net Leasing Area 
(NLA) and Revenue averages for the different countries constituting 
the REIT’s portfolio. This was used to obtain the Valuation per NLA and 
Revenue per NLA metrics for the different countries.  
 
We also obtained the current portfolio weights for each country based 
on valuation. Using this we assumed that the increase in acquisitions 
in our thesis would be in line with the current portfolio weights. The 
increase in portfolio valuation in each country was used to obtain 
increases in NLA and hence increases in revenue using the Valuation 
per NLA and Revenue per NLA metrics.  
 
Revenue growth 
Ascendas REIT’s historical revenue growth from FY12 to FY21 has 
been 10.8%. Given the current backdrop of high interest rates many 
analysts are expecting this growth rate to decrease as a result of fewer 
acquisitions. However, for reasons mentioned in the thesis, we are 
expecting Ascendas to hit the guidance provided by management in 
the form accretive acquisitions and increased AEIs, allowing strong top 
line growth despite macroeconomic pressures.  
 
Cost of equity  
CAPM was used to estimate the cost of equity. We obtained the risk 
free rate using the 10-year government bond yield from Singapore, 
Australia, the UK and the US, and used the STI, ASX300, FTSE and 
S&P500 as market returns for the respective countries. Beta for the 
REIT was taken from Yahoo Finance which stands at 0.44. The cost of 
equity was calculated for each region, was weighted based on the 
percentage of revenue in each geography to obtain a blended cost of 
equity of 5.4%. 
 
Terminal growth 
In the DDM, we discounted the historical dividend growth rate due to 
the uncertain macroeconomic environment, resulting in a terminal 
growth rate of 1.3% This was used in our calculation of terminal value.  
 
In the DCF model, an EV/EBITDA multiple of 18.75x was used, which 
also represents a discount to the 5-year average EV/EBITDA  multiple. 
  
Yield spread analysis  
A yield spread analysis of Ascendas’ dividend yield against that of the 
10-year SGS yield was performed. Ascendas’ current dividend yield is 
5.6% vs the current SGS yield of 3.0%. The implies a current spread of 
2.5% against a historical average of 2.8%. We expect a mean reversion 
with management commitment to financial prudence and healthy 
gearing.  
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Figure 37: Ascendas Comps Set 
 
 
 
 
 
 
 
Source: Capital IQ 
 
Figure 38: Ascendas Valuation Summary 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: NUS Investment Society Estimates 
 
 
 
Figure 39: Investment Risk Matrix 

 
 
Source: NUS Investment Society Estimates 

Relative valuation 
We performed relative valuation as a sanity check to our DDM 
valuations. For industry peers, we found REITs listed on the SGX that 
had either logistics, industrial or  business park properties, that were 
of adequate size of S$3 billion market capitalization and above. This 
gave us a comps set that included Mapletree Logistics Trust 
(SGX:M44U), Mapletree Industrial Trust (SGX:ME8U) and ESR-LOGOS 
REIT (SGX:J91U). Our comparable metrics included EV/EBITDA, 
EV/Sales and P/E, along with DCF (exit multiple method). Our target 
price of S$3.50 was validated as it fell between the 25th and 75th 
percentile for all valuation methods, representing a 36.7% upside. We 
hence are confident that this valuation reaffirms our BUY 
recommendation.  
 

Investment Risks 

Market Risk 1 (M1) 
Challenging macroeconomic conditions to affect rapidly 
developing industries such as technology, biomedical, etc. 
The United States is slated to combat rising inflation through interest 
rate hikes with the rest of the world likely following suit with similar 
monetary policy tightening across the central banks. The increased 
cost of debt may limit the ability to finance future acquisitions to boost 
portfolio return performance and depress bottom line figures. 
Nevertheless, 80% of borrowings are on fixed rates with an average 
term of 3.7 years. The strong sponsorship of CapitaLand will allow the 
company to enjoy lower borrowing costs and their fortress balance 
sheet will increase Ascendas’ ability to stomach global uncertainty and 
volatility as compared to its peers.  
 
Business Risk 2 (B2) 
Sustained increase in electricity and production input costs:  
Around 95% of electricity generated in Singapore uses liquid natural 
gas and the tight supply has led to an increase in utility costs for its 
properties – with 61% of portfolio assets in Singapore. Capitaland 
Ascendas REIT aims to power common facilities electricity usage at 
Nucleous with renewable energy in addition to existing 3 properties at 
one-north and SLE industrial building, Logistech. Additionally, the 
company has been awarded 18 Green Mark Certifications in 1H22 and 
are looking to adopt more green certifications with 3 pending 
including IQuest@IBP, Singapore through eco-friendly 
implementations.  
 
Investment Risk 3 (I3) 
Fluctuations in foreign exchange rates:  
Given that 10% of their portfolio resides in the United 
Kingdom/Europe, England was set to increase the budget deficit and 
accelerate inflation. The market reacted negatively and raised interest 
rates to reduce future inflationary pressures which drove the pound 
down and reduced the valuations of the properties relative to the 
strength of the Singapore Dollar. Therefore, to avoid the erosion of 
rental income, Capitaland Ascendas REIT holds interest rate and cross 
currency swaps to lock in generated net rental income and prevent any 
loss to unexpected news. 
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Disclaimer 
 
This research material has been prepared by NUS Invest. NUS Invest specifically prohibits the redistribution of this material in whole or in 
part without the written permission of NUS Invest. The research officer(s) primarily responsible for the content of this research material, in 
whole or in part, certifies that their views are accurately expressed and they will not receive direct or indirect compensation in exchange for 
expressing specific recommendations or views in this research material. Whilst we have taken all reasonable care to ensure that the 
information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or 
completeness, and you should not act on it without first independently verifying its contents. Any opinion or estimate contained in this report 
is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment 
objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given 
and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons 
acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the suitability of the 
securities mentioned herein, taking into consideration your investment objectives, financial situation or particular needs, before making a 
commitment to invest in the securities. This report is published solely for information purposes, it does not constitute an advertisement and 
is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. No representation or warranty, 
either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein. The 
research material should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this 
research material are subject to change without notice. 
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