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■ Theme: acquisitions 
We consider the prospects for more 
property acquisitions by REITs in 
2013 in this Pan Asia REIT update. 
At the macro level, our mild recovery 
scenario would be conducive for 
asset-price appreciation, and possibly 
further cap rate compression in all 
markets. 
 
■ J-REITs: strong momentum 
Acquisitions of relatively high-yielding 
city centre, suburban, and regional 
properties are on the rise, and some J-
REITs are setting their sights on a 
wider variety of properties. J-REITs 
increased property acquisitions by 
20% YoY for 2012, and have 
announced large capital increases and 
new listings so far in 2013. Cap rates 
are finally showing signs of reversing. 
As J-REIT buying interest has been 
increasing since the start of 2013, cap 
rates should take a meaningful 
downward turn. We are Positive on 
J-REITs and expect the sector to 
remain buoyant in 2013 on the back 

of: 1) a pick-up in office rents, 2) 
expectations for the new government’s 
measures to shake off deflation, and 3) 
progress with discussions on 
regulatory reforms. Given that the 
broader market is yielding less than 
2%, the recent J-REIT prospective 
average dividend yield of c.4% still 
appears attractive. 
 
■ H-REITs: still a secondary driver 
We think it is structurally difficult for 
H-REITs to pursue acquisition 
opportunities in the short term as 
many property assets are owned by 
the major developers and 
conglomerates and wealthy families, 
who tend not to sell their investment 
properties. But there could be some 
early signs of change in recent years, 
and the sale of Festival Walk will be 
closely watched by the market. We 
think the core value-added activity of 
H-REITs remains that of asset 
enhancement initiatives (AEI). We are 
Positive on H-REITs and think that 
valuations are still reasonable and the 
commercial property cycle is still in 
their favour. We like decentralised 
offices and suburban malls in 2013, 
and believe the H-REITs are well 
positioned to capitalise on these 
opportunities.  
 
■ S-REITs: acquisition climate 
improves 
Investment conditions should remain 
favourable for acquisitions, and we see 
opportunities across all sectors. With 
unit prices trading at their highest 
levels since the end of 2007 and 
therefore a high likelihood now for 
acquisitions and related financing to 
be both distribution-per-unit (DPU) 

and NAV-accretive, we believe there is 
a clear incentive for REIT managers to 
expand their asset size and market 
caps through acquisitions in 2013. 
 
We are Neutral on S-REITs, as 
valuations no longer look compelling 
following a year of significant 
outperformance, and most S-REITs 
are trading near their PBR highs.  
 
■ A-REITs: Singapore participation 
Acquisitions by Singapore investors 
were helped by: 1) low leverage, high 
absolute yield and access to cheap 
offshore financing, 2) stability offered 
by long leases found in Australia, and 
3) positive track records. 
CapitaLand’s potential divestment of 
Australand could be the biggest M&A 
deal in the A-REIT market this year. 
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More acquisitions? 

• Since the start of 2013, acquisitions, fund-raising, and acquisition 
appetite have accelerated in the J-REIT market 

• Open-market acquisitions face structural difficulties in Hong 
Kong and H-REITs have had to focus on asset enhancements 

• Investment conditions remain favourable in Singapore, with near 
record high prices and the likelihood of DPU and NAV-accretion 
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Key stock calls 
New Prev.

The Link REIT (823 HK) 
Rating
Target  
Upside 

Outperform 
48.00

 13.7%

Outperform
48.00

Fortune REIT (778 HK) 
Rating
Target  
Upside 

Buy
8.20

19.2%

Buy
8.20

Suntec REIT (SUN SP) 
Rating
Target  
Upside 

Outperform
1.95

 9.6%

Outperform
1.950

Ascendas Real Estate Investment Trust (AREIT SP)
Rating
Target  
Downside 

Underperform
2.20

 17.3%

Underperform
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Nippon Building Fund (8951 JP) 
Rating
Target  
Upside 

Outperform
1,090,000
 10.3%

Outperform
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Sector stocks: key indicators 
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More acquisitions? 

We consider the prospects for 
acquisitions by REITs in 2013 in Japan, 
Hong Kong, Singapore, and Australia 

Pan Asia REIT update 

Economies in recovery, with 2H13 strength 
At the macro level, we forecast a stable and mildly 
positive economic recovery scenario across most Asian 
markets, with growth broadly strengthening for 2H13. 
We also forecast stable exchange rates. This scenario, 
assuming it actually materialises, would be conducive 
for asset-price appreciation, and possibly further cap 
rate compression, in our view. 
 
 Daiwa: real GDP growth YoY (%) forecasts 

4Q12E 1Q13E 2Q13E 3Q13E 4Q13E 2011A 2012E 2013E
Japan 0.3 (0.7) 0.6 2.4 3.5 (0.6) 1.9 1.4 
Hong Kong 1.0 2.4 2.6 2.2 2.0 5.0 0.9 2.3 
Singapore 1.5 1.0 1.9 4.3 5.0 4.9 1.3 3.0 
Australia 2.9 2.6 2.9 3.2 3.6 2.4 3.6 3.1 

Source: Daiwa forecasts; note: 4Q12 and 2012 are actual figures for Singapore 

 
 Daiwa exchange rate forecasts (versus USD) 

4Q12 1Q13E 2Q13E 3Q13E 4Q13E
Japan* 81.2 91.8 95.0 95.0 95.0
Hong Kong+ 7.76 7.76 7.76 7.76 7.76 
Singapore+ 1.25 1.23 1.20 1.18 1.18 
Australia* 1.039 1.043 1.035 1.02 1.035

Source: Daiwa forecasts  

*average exchange rate for quarter  

+end of quarter; currencies stated to 1 USD except for Australia (USD:AUD)  

 
Subdued leasing, investment more upbeat 
According to Jones Lang LaSalle (in its 4Q12 Asia 
Pacific Property Digest: Improving sentiment), the 
region’s property markets showed mixed trends during 
2012. Increased caution by corporates, especially 
MNCs, saw office leasing activity levels fall by 30%, 
following the record year in 2011. On the other hand, 
commercial investment activity remained relatively 
stable. Consistent with these trends, JLL saw moderate 
yield compression in most markets as rents slowed 
more than capital values. 
 
 

Stable investment volumes in 2012 
Direct commercial real estate investment activity 
according to JLL totalled USD23bn in 4Q12. For 2012, 
investment volumes totalled USD95bn, down slightly 
from USD98bn for 2011. Japan retained the top 
investment spot, while Australia moved into second 
place ahead of China. Local investors accounted for 
80% of the acquisitions. Australia attracted the highest 
amount of foreign capital (USD6.5bn). 
 
Further yield compression in 2013 
According to JLL, corporates in the region are feeling 
more optimistic, although this may not translate into 
expansion demand early on this year. On the 
investment side, JLL expects 10-15% higher volumes 
this year, partly driven by increased cross-border 
activity including acquisitions by pension and 
sovereign wealth funds.  
 
In most markets and sectors, rents and capital values 
should continue to increase (according to JLL) in 2013, 
but with growth rates typically less than 10%. 
According to JLL, the increased weight of money into 
commercial property should see further mild yield 
compression with capital values increasing faster than 
rents. The office and retail sectors should generally 
deliver higher returns than the residential sector, 
which is likely to see continued policy restrictions in 
various markets. 
 
Three trends for 2013 
JLL cited three trends to watch for in 2013: 1) rising 
cross-border investment flows in commercial real 
estate between Asia Pacific, Europe and the US, with as 
much money coming from Asia into the US and Europe 
as flowing the other way, 2) increasing allocations to 
real estate by funds looking for returns above the rate 
of inflation, and 3) a rising flow of Asian companies 
looking to grow in the Americas and Europe. We 
believe the realisation of the second trend would have 
positive implications for Pan Asian REITs. 

Pan Asia acquisition landscape 

From our Pan Asian perspective, the acquisition 
landscape for 2013 varies slightly for each country, as 
discussed in the following summary paragraphs and in 
the more detailed country sections.  
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J-REITs: brisk property 
acquisitions 

Deals gaining momentum 
Property acquisitions (by value) by J-REITs rose by 
20% YoY for 2012. Net of sales, the value of property 
acquisitions rose by 37% YoY to JPY714.0bn. J-REITs 
have also announced large capital increases and new 
listings so far in 2013. Many J-REITs are pushing 
ahead with purchases of buildings with higher 
acquisition yields than the properties in their existing 
portfolios. Acquisitions of relatively high-yielding city 
centre, suburban, and regional properties are on the 
rise, and J-REITs are setting their sights on a wider 
variety of properties (amusement-park properties, 
dormitories).  
 
Cap rates likely to tighten 
Cap rates (acquisition cost basis) rose significantly 
following the Lehman Shock, but have recently shown 
signs of reversing course, especially for office buildings 
in the greater Tokyo area, where buying interest is 
strong. Some REITs have recently been acquiring 
properties owned by firms affiliated with their sponsors 
amid a dearth of optimal properties available for sale.  
We believe strengthened ties with sponsors will be 
important for energising the J-REIT market going 
forward. We note that cap rates in Ueno (northeast 
Tokyo) and Toranomon (central Tokyo) have headed 
moderately down recently due to limited office-space 
supply and steady demand. As buying interest by 
REITs has been increasing since the outset of 2013, we 
believe cap rates could take a meaningful downward 
turn. 
 
We believe the following J-REITs, helped by their firm 
sponsor pipelines and strong management motivation 
(to make acquisitions) are most likely to make 
acquisitions in 2013: Nippon Building Fund (8951 JP), 
Japan Real Estate Investment (8952 JP), Kenedix 
Realty Investment (8972 JP), Heiwa Real Estate REIT 
(8966 JP), Mori Hills REIT Investment (3234 JP), and 
Advance Residence Investment (3269 JP).  
 
Positive: with plenty of catalysts 
We are positive on the J-REIT sector. The rally in the 
Tokyo Stock Exchange (TSE) REIT Index has resulted 
in the lowest prospective average dividend yield for the 
sector in the post-Lehman Shock era. This may have 
somewhat reduced the benefit of investing in J-REITs 
for their high, stable dividend yields. Nevertheless, we 
expect the J-REIT market to remain buoyant in 2013 
on the back of: 1) a pickup in office rents, 2) 
expectations for the new government’s measures to 

shake off deflation, and 3) progress with discussions of 
regulatory reforms. Given that the broader market is 
yielding less than 2%, the recent J-REIT prospective 
average dividend yield of around 4% still appears 
attractive. Based on this, we have a Positive investment 
opinion on the J-REIT sector for the next six months. 
 
Top pick: Nippon Building Fund 
 (8951 JP, JPY988,000, Outperform [2]) 
Target price: JPY1,090,000  
For more details, see Looking for new property 
acquisitions to boost dividends (21 February 2013) 

H-REITs: acquisitions a 
secondary growth driver  

Dominated by a few major owners 
We believe it is structurally difficult for H-REITs to 
pursue acquisition opportunities in the open market in 
Hong Kong, and we do not expect this to change in the 
near future. We think one structural characteristic of 
the Hong Kong commercial property market is that 
many property assets (especially prime assets) are 
owned by the major developers and conglomerates and 
wealthy families who tend not to sell their investment 
properties.  
 
That said, we have, in recent years, seen some early 
signs of change. We believe that as the family-run 
property companies gradually mature in the realm of 
capital management some will gradually come to 
realise that it is better not to tie up capital in ‘low-tier’ 
assets and that they would be better off deploying the 
capital in productive investments. 
 
Asset enhancements are the major driver 
of value 
We believe the ability to implement AEI and enhance 
the value of their assets remains the key for the H-
REITs. This also holds for their acquisitions – that is, 
their ability to undertake value-enhancing acquisitions, 
whether from within or outside the sponsorship 
channel. 
 
The Link and Fortune most likely to make 
acquisitions 
We believe the most likely H-REITs to make 
acquisitions in 2013 are The Link REIT and Fortune 
REIT. In the current environment, we think H-REITs 
need to use mainly debt in order to make a deal yield-
accretive. In terms of debt-raising capability, The Link 
and Fortune are among the strongest in the sector.  
With a gearing ratio of 15%, The Link REIT’s debt 
capacity is over HKD20bn.  

https://lzone.jp.daiwacm.com/lzone/common/reportDownload?condition.sectorCd=00&condition.sectorCd2=&condition.reportId=2013022100034&condition.regionCd=0&condition.countryCd=&condition.pageCurrent=0&funcKbn=equity&condition.funcTarget=equity&sideCtg=&ITEM=
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Meanwhile, Fortune REIT has debt headroom of 
HKD3.7bn before reaching the 35% gearing limit. The 
fact that Fortune has a supportive sponsor should also 
enhance its ability to make acquisitions. Since its IPO 
in 2003, Fortune REIT has made three acquisitions (in 
2005, 2009 and 2012), which has expanded its 
portfolio size from 1m sq ft in 2003 to 2.4m sq ft now.  
 
Positive: defensiveness could return to 
favour 
Our sector rating for the H-REITs is Positive because 
unit prices corrected at the beginning of 2013. We also 
think the H-REITs’ valuations are not excessive and the 
commercial property cycle is still in their favour.  
 
For 2013, we like decentralised offices and suburban 
malls and believe the H-REITs are well-positioned to 
capitalise on opportunities in these areas. Meanwhile, 
with market sentiment having turned more cautious, 
we expect investor interest in defensive counters like 
the H-REITs to pick up. Additionally, the H-REITs 
would likely benefit from the uncertainties facing the 
developers in the wake of the new government 
measures to rein in demand for residential properties. 
 
Top pick: The Link REIT 
 (823 HK, HKD42.20, Outperform [2]) 
Target price (10-year DDM): HKD48.0  
See the flash Still riding the virtuous cycle (20 
February 2013) for Jonas’ target price increase 
 
Top pick: Fortune REIT 
 (7778 HK, HKD6.88, Buy [1]) 
Target price (10-year DDM): HKD8.20 
See the flash A pure play on suburban malls (21 
February 2013) where Jonas upgrades to Buy 

S-REITs: acquisition climate 
improves 

DPU and NAV accretion is a reality 
We believe investment conditions remain favourable 
for acquisitions in 2013, and we see acquisition 
opportunities for the S-REITs across all sectors. With 
unit prices trading at their highest levels since the end 
of 2007 (and for some nearing their pre-global 
financial crisis peaks), and therefore a high likelihood 
now for acquisitions and related financing to be both 
DPU and NAV-accretive, we believe there is a clear 
incentive for REIT managers to expand their asset size 
and market caps through acquisitions in 2013. With 
share prices trading at their highest levels in over five 
years, private placements are now a common 
occurrence.  

Ascott Residence Trust and CapitaRetail 
China Trust likely to announce deals 
We believe Ascott Residence Trust and CapitaRetail 
China Trust, both having completed private placements 
recently to increase their debt headroom, are the most 
likely S-REITs to announce acquisitions in 2013, 
though these expectations have probably been 
discounted (especially for CapitaRetail China Trust) by 
the market. 
 
Positive factors appear fully priced 
Our overall view on the S-REIT sector is Neutral. We 
are Neutral on office S-REITs because valuations no 
longer look compelling following a year of significant 
outperformance. Moreover, we believe our 
expectations for office rents to bottom by 1H13 is well 
discounted by the market, while office S-REITs are now 
trading near the upper end of their PBR ranges, while 
their NAVs reflect asset values that are close to their 
peaks.  
 
We are Neutral on retail S-REITs as we believe their 
high PBRs already fully reflect their defensiveness. We 
are Negative on industrial S-REITs as they are trading 
at all-time high PBRs, and we believe they could be 
vulnerable to industrial-rent declines and their yields 
do not adequately compensate investors for the current 
macro, sector and market risks. 
 
Top Buy: Suntec Real Estate Investment Trust 
 (SUN SP, SGD1.78, Outperform [2]) 
Target price (10-year DDM): SGD1.95 
See David’s sector report A mild recovery is in the 
price, for his latest views on the S-REIT Office sector 
(31 January 2013) 
 
Top Sell: Ascendas REIT 
 (AREIT SP, SGD2.66, Underperform [4]) 
Target price (10-year DDM): SGD2.20 

A-REITs: Singapore participation 

Low yields in Singapore? Try Australia 
The participation of S-REITs and Singapore investors 
in the Australian investment property market has 
increased in recent years. We believe this has been 
helped by: 1) low leverage, post the global financial 
crisis, combined with high absolute yields and access to 
cheap offshore financing (even when swapped to 
minimise currency risk) leading to highly DPU-
accretive deals, 2) the stability offered by long leases 
and weighted average lease expiries (WALEs) found in 
Australia are no longer viewed as a liability post the 
global financial crisis, and 3) the track record for 

http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20130220hk_The_Link_REIT.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20130221hk_Fortune_REIT.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/Singapore_Office_REITs_130131.pdf#page=1
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almost all S-REITs that have completed Australian-
property acquisitions in recent years has been highly 
positive, given the resilience of the Australian 
economy, currency and overall quality (in our opinion) 
of the assets acquired, leading to greater interest in 
Australian assets. Therefore, we are likely to see more 
deals for Australian assets by S-REITs, as the positive 
factors cited above have not changed. 
 
Australand: exit CapitaLand? 
We believe CapitaLand’s (CAPL SP, SGD3.90, Sell [5]) 
possible exit could lead to the largest M&A deal in the 
A-REIT sector this year. As many S-REITs are looking 
to increase their exposure to Australia, CapitaLand is 
undergoing a strategic review of its own non-core 
overseas investments, which could lead to its 
divestment of Australand (ALZ AU, Not rated). 

Capitaland’s new CEO, Mr. Lim Ming Yan, publicly 
announced (on 3 January 2013) a more streamlined 
corporate structure and his intention to conduct a 
review of the company’s investments outside of 
Singapore and China, its two core markets. At the 
briefing, he also referred to Australand as merely a 
‘financial investment’. 
 
 
 
 
 
 
 
 
 
 
 


 J-REITs: ratings, valuations, and key financial data 

Current Next Current Next Gov't Current Next Latest Latest Latest
Price Mkt cap Mkt cap Daiwa DPU DPU Yield Yield Yield Yd sprd Yd sprd BVPS PBR gearing NAV P/NAV
JPY JPYbn USDbn rating JPY JPY (% p.a.) (% p.a.) (%) (%) (%) JPY (x) (%) JPY (x)

Office 
8951 JP 988,000 683.70 7.32 Outperform 15,328 15,289 3.1 3.1 0.7 2.4 2.4 727,577 1.36 44.4 795,082 1.24
8952 JP 980,000 582.26 6.23 Hold 15,346 15,507 3.1 3.2 0.7 2.4 2.4 678,328 1.44 42.2 700,290 1.40
8954 JP 516,000 146.77 1.57 Hold 11,215 10,810 4.3 4.2 0.7 3.6 3.5 542,409 0.95 49.6 523,109 0.99
8959 JP 559,000 170.56 1.83 Hold 12,339 12,109 4.4 4.3 0.7 3.7 3.6 620,957 0.90 46.0 483,690 1.16
8961 JP 841,000 203.52 2.18 Hold 19,090 16,239 4.5 3.9 0.7 3.8 3.1 584,544 1.44 47.2 550,529 1.53
8972 JP 374,500 107.31 1.15 Outperform 8,986 8,235 4.8 4.4 0.7 4.1 3.7 524,828 0.71 45.8 435,981 0.86
8987 JP 536,000 118.80 1.27 Outperform 12,200 12,300 4.6 4.6 0.7 3.8 3.9 554,134 0.97 49.7 470,549 1.14
Diversified 
8955 JP 260,400 214.83 2.30 Outperform 5,800 - 4.5 - 0.7 3.7 - 246,204 1.06 49.3 214,587 1.21
8956 JP 389,000 76.52 0.82 Hold 10,000 10,000 5.1 5.1 0.7 4.4 4.4 446,004 0.87 52.8 385,661 1.01
8957 JP 492,000 83.33 0.89 Hold 11,512 - 4.7 - 0.7 4.0 - 590,402 0.83 43.4 598,477 0.82
8966 JP 65,400 52.02 0.56 Outperform 1,655 1,646 5.1 5.0 0.7 4.3 4.3 102,077 0.64 45.6 88,919 0.74
8982 JP 424,500 65.80 0.70 Hold 11,645 9,793 5.5 4.6 0.7 4.8 3.9 543,900 0.78 51.4 501,021 0.85
3234 JP 491,000 113.68 1.22 Outperform 9,329 - 3.8 - 0.7 3.1 - 449,768 1.09 48.7 390,139 1.26
3279 JP 698,000 143.27 1.53 Outperform 16,759 14,834 4.8 4.3 0.7 4.1 3.5 459,095 1.52 42.8 490,614 1.42
Commercial 
8953 JP 183,400 381.32 4.08 Hold 3,850 3,875 4.2 4.2 0.7 3.5 3.5 157,050 1.17 44.7 150,944 1.22
Residential 
8973 JP 448,500 61.48 0.66 Hold 10,396 10,286 4.6 4.6 0.7 3.9 3.9 449,417 1.00 51.7 396,993 1.13
8986 JP 69,700 92.76 0.99 Outperform 1,363 1,382 3.9 4.0 0.7 3.2 3.2 64,686 1.08 46.1 58,546 1.19
3240 JP 487,500 73.58 0.79 Hold 12,289 12,455 5.0 5.1 0.7 4.3 4.4 469,315 1.04 53.0 415,411 1.17
3269 JP 190,200 234.90 2.51 Outperform 4,500 4,500 4.7 4.7 0.7 4.0 4.0 157,413 1.21 53.7 160,691 1.18

Source: Bloomberg, Daiwa 

Note: prices as of close on 21 February 2013 

 
 H-REITs: ratings, valuations, and key financial data 

Daiwa Target FY13E FY14E FY13E FY14E Gov't FY13E FY14E Latest Latest DDM FY13E FY14E FY13E FY14E
Price Mkt cap Daiwa target upside DPU DPU Yd Yd Yd Yd sprd Yd sprd BVPS PBR gearing Value FFO FFO P/FFO P/FFO
HKD USDbn rating HKD (%) HKD HKD (%) (%) (%) (%) (%) HKD (x) (%) HKD HKD HKD (x) (x)

Retail 
Link REIT (823 HK) 42.2 12.47 O/P 48.00 13.7 1.466 1.654 3.5 3.9 1.3 2.2 2.6 30.82 1.37 13.7 48.00 1.47 1.65 28.8 25.5
Fortune REIT (778 HK) 6.88 1.52 Buy 8.20 19.2 0.363 0.404 5.3 5.9 1.3 4.0 4.6 8.81 0.78 20.3 8.20 0.32 0.36 21.7 19.2
Office 
Champion REIT (2778 HK) 4.07 2.99 Hold 4.13 1.5 0.214 0.221 5.3 5.4 1.3 4.0 4.1 7.80 0.52 19.3 4.13 0.17 0.18 23.7 22.2
Sunlight REIT (435 HK) 3.51 0.73 Buy 4.00 14.0 0.190 0.20 5.4 5.7 1.3 4.1 4.4 6.17 0.57 26.1 4.00 0.19 0.19 18.8 18.9

Source: Bloomberg, Daiwa forecasts 

Note: prices as of close on 21 February 2013 
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 S-REITs: ratings, valuations, and key financial data 
Daiwa Daiwa  Target FY13E FY14E FY13E FY14E 10-yr FY13E FY14E Latest  Latest DDM FY13E FY14E FY13E FY14E

 Price  Mkt cap rating target  Upside  DPS  DPS Yield Yield SGS Yd sprd Yd sprd BVPS PBR  gearing value  FFO/shr  FFO/shr P/FFO P/FFO
SGD USDbn SGD (%) SGD SGD (%) (%) (%) (%) (%) SGD (x) (%) SGD SGD SGD (x) (x)

Office 
CCT SP 1.625 3.73 Hold 1.59 (2.2) 0.078 0.082 4.8 5.1 1.6 3.2 3.5 1.66 0.98 29.8 1.59 0.071 0.075 22.8 21.6
SUN SP 1.78 3.24 O/P 1.95 9.6 0.094 0.106 5.3 6.0 1.6 3.7 4.4 2.07 0.86 39.5 1.95 0.056 0.089 31.5 19.9
KREIT SP 1.345 2.86 Hold 1.30 (3.3) 0.086 0.087 6.4 6.5 1.6 4.8 4.9 1.32 1.02 42.9 1.30 0.077 0.078 17.4 17.3
Retail 
CT SP 2.18 6.09 Hold 2.06 (5.5) 0.106 0.112 4.9 5.2 1.6 3.3 3.6 1.65 1.32 36.7 2.06 0.098 0.105 22.2 20.8
FCT SP 2.06 1.37 Hold 1.96 (4.9) 0.107 0.109 5.2 5.3 1.6 3.6 3.7 1.53 1.35 30.1 1.96 0.104 0.106 19.8 19.4
SGREIT SP 0.89 1.40 Hold 0.85 (4.5) 0.051 0.051 5.7 5.7 1.6 4.1 4.1 0.88 1.01 30.4 0.85 0.050 0.050 17.7 17.7
CRCT SP 1.8 1.09 Sell 1.44 (20.0) 0.092 0.098 5.1 5.4 1.6 3.5 3.8 1.31 1.38 28.3 1.44 0.055 0.058 32.9 31.0
Industrial 
AREIT SP 2.66 4.81 U/P 2.20 (17.3) 0.150 0.160 5.7 6.0 1.6 4.1 4.4 1.88 1.41 32.9 2.20 0.147 0.156 18.2 17.0
MLT SP 1.195 2.34 U/P 1.07 (10.5) 0.073 0.075 6.1 6.3 1.6 4.5 4.7 0.90 1.33 35.9 1.07 0.072 0.074 16.5 16.1
CREIT SP 0.745 0.73 U/P 0.62 (16.8) 0.051 0.051 6.8 6.8 1.6 5.2 5.2 0.65 1.15 36.0 0.62 0.043 0.048 17.2 15.4
Hospitality 
CDREIT SP 2.03 1.59 U/P 1.81 (10.8) 0.123 0.127 6.0 6.3 1.6 4.4 4.7 1.61 1.26 24.9 1.81 0.122 0.127 16.6 16.0
ART SP 1.335 1.23 Hold 1.38 3.4 0.086 0.091 6.5 6.8 1.6 4.9 5.2 1.35 0.99 39.1 1.38 0.063 0.067 21.2 20.0

Source: Bloomberg, Daiwa forecasts 

Note: prices as of close on 21 February 2013 

 
 Major A-REITs: valuations and key financial data 

FY13E FY14E FY13E FY14E 10-yr FY13E FY14E Latest  Latest FY13E FY14E FY13E FY14E
 Price  Mkt cap  DPS  DPS Yield Yield bond yld Yld sprd Yld sprd BVPS PBR  gearing  FFO/shr  FFO/shr P/FFO P/FFO

A-REITs AUD USDbn AUD AUD (%) (%) (%) (%) (%) AUD (x) (%) AUD AUD (x) (x)
Westfield Group WDC AU 11.06 25.4 0.51 0.537 4.6 4.9 3.6 1.1 1.3 6.79 1.63 31.9 0.686 0.72 16.1 15.4
Westfield Retail Trust WRT AU 3.13 9.9 0.192 0.2 6.1 6.4 3.6 2.6 2.8 3.37 0.93 21.8 0.193 0.2 16.2 15.7
Stockland SGP AU 3.70 8.3 0.24 0.241 6.5 6.5 3.6 2.9 3.0 3.49 1.06 27.6 0.24 0.262 15.4 14.1
Goodman Group GMG AU 4.60 8.4 0.195 0.212 4.2 4.6 3.6 0.7 1.0 2.64 1.74 21.1 0.33 0.35 13.9 13.1
GPT Group GPT AU 3.85 7.0 0.204 0.211 5.3 5.5 3.6 1.7 1.9 3.73 1.03 21.7 0.243 0.25 15.8 15.4
CFS Retail Trust CFX AU 2.06 5.9 0.14 0.14 6.8 6.8 3.6 3.2 3.2 2.05 1.00 27.9 0.14 0.14 14.7 14.7
Mirvac Group MGR AU 1.61 5.6 0.087 0.091 5.4 5.7 3.6 1.9 2.1 1.64 0.98 23.8 0.11 0.118 14.6 13.6
Dexus Property Group DXS AU 1.05 5.2 0.059 0.06 5.6 5.7 3.6 2.1 2.2 1.03 1.02 29.0 0.078 0.078 13.5 13.5
Commonwealth Property Office CPA AU 1.10 2.6 0.064 0.067 5.8 6.1 3.6 2.3 2.6 1.15 0.95 25.1 0.084 0.086 13.0 12.7
Australand Property Group ALZ AU 3.44 2.1 0.22 0.223 6.4 6.5 3.6 2.8 2.9 3.49 0.99 32.2 0.26 0.27 13.2 12.7

Source: Bloomberg 

Note: prices as of close on 21 February 2013 

 
 
 
 
 
 
 
 
 
 
 

When a report covers six or more subject companies please access important disclosures for Daiwa Capital Markets Hong Kong Limited at 
http://www.daiwacm.com/hk/research_disclaimer.html or contact your investment representative or Daiwa Capital Markets Hong Kong 

Limited at Level 26, One Pacific Place, 88 Queensway, Hong Kong. 
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J-REITs 
Tomohiro Sumiya  
(813) 5555-7014 
tomohiro.sumiya@daiwa.co.jp 

J-REIT property acquisitions 
brisk 

J-REIT property purchases in 2012 
Property acquisitions by J-REITs rose by 20% YoY in 
2012 in terms of acquisition value. New share offerings 
and new listings facilitated purchases of 198 properties 
for a total of JPY789.3bn. In contrast, the value of 
property sales fell 44% to JPY75.2bn. Net of sales, the 
value of property acquisitions rose by 37% YoY to 
JPY714.0bn.  
 
 J-REITs: property transactions  

Source: Company materials, JITA; compiled by Daiwa 

Data through end-January 2013 

 
An active year 
Looking at property acquisitions in each month of 
2012, we note that J-REITs purchased only three 
properties (for a total of JPY7.8bn) in January 2012. 
However, there were some notably large acquisitions in 
February, including two Tokyo office buildings 
purchased by Nippon Building Fund (8951 JP) for 
JPY12.4bn and a commercial facility in Fukuoka 
acquired by Frontier Real Estate Investment (8964 JP) 
for JPY10.1bn.  
 
March saw some acquisitions of real estate in prime 
office locations, including Japan Prime Realty 
Investment’s (8955 JP) purchase of the tentatively 
named Otemachi 1-6 Project (land with land leasehold 
rights) for JPY36.0bn. January-March asset 

acquisitions totalled JPY173.6bn, or JPY145.4bn net of 
sales. May witnessed the listing of Kenedix Residential 
Investment (3278 JP). This was the first listing of a J-
REIT in over four and a half years, and the fund 
acquired 18 residential properties. Activia Properties 
(3279 JP) listed in June with a portfolio of 18 
properties acquired for JPY170.3bn, including the large 
Tokyu Plaza Omotesando Harajuku complex. As a 
result, April-June asset purchases rose 3.5-fold YoY to 
JPY287.2bn.  
 
Purchases amounted to only JPY118.1bn in July-
September, but October saw Japan Retail Fund 
Investment (8953 JP) purchase seven properties for 
JPY52.1bn, including Mozo Wonder City. Daiwa House 
REIT Investment (3263 JP) listed in November, and 
acquired 20 properties including logistics facilities for 
JPY95.0bn in the same month. October-December 
asset purchases amounted to JPY210.3bn. Logistics 
facility specialist GLP J-REIT (3281 JP) listed in 
December, bringing the number of J-REITs that listed 
in 2012 to four. 
 
Large capital increases, new listings should 
continue in 2013 
J-REITs have also announced large capital increases 
and new listings from the outset of 2013, with four new 
share offerings and two new listings revealed in 
January. Nippon Building Fund announced a new 
share offering along with purchases of four properties 
including Celestine Shiba Mitsui Building for a total 
acquisition value of JPY64.8bn. Nippon Prologis REIT 
also plans to list with an asset scale of JPY173.0bn. The 
fund’s investments focus on prime logistics facilities, 
and it plans to leverage its sponsor’s pipeline to 
generate growth. 
 
 J-REITs: equity financings   

Source: Company materials, JITA; compiled by Daiwa 

Data through end-Jan 2013 

 
 

(400)

(200)

0

200

400

600

800

1,000

CY03 04 05 06 07 08 09 10 11 12 13

(JPY bn)

Purchase Sales

0

50

100

150

200

250

CY01 02 03 04 05 06 07 08 09 10 11 12 13 

(JPY bn)

Public offerings (incl. over-allotment) Private placement of shares IPO



Pan Asia Real Estate Investment Trusts 
26 February 2013 

 

- 10 - 

 

J-REIT strategies for property purchases 
Many J-REITs are pushing ahead with purchases of 
buildings that yield higher returns than the properties 
in their existing portfolios. Acquisitions of relatively 
high-yielding city centre, suburban, and regional 
properties are on the rise, and J-REITs are setting their 
sights on a wider variety of properties. For instance, 
Japan Retail Fund Investment has purchased 
amusement facilities, while Nippon Accommodations 
Fund (3226 JP) has bought student dormitories and 
company-owned housing. Such properties are not 
traditional J-REIT targets. Sharp growth in Internet 
shopping at online firms such as Amazon.com and 
Rakuten (4755 JP) is increasing demand for large-scale 
modern logistics facilities. J-REIT purchases of 
logistics facilities are rising as a result. 
 
Cap rate trends 
Cap rates (acquisition cost basis) rose significantly 
following the Lehman Shock, but have recently shown 
signs of reversing course. This development is 
particularly evident among office buildings in the 
greater Tokyo area, where buying interest is strong. 
Some REITs have recently been acquiring properties 
owned by firms affiliated with their sponsors amid a 
dearth of optimal properties available for sale.  
 
One example is Activia Properties’ purchase of the 
Tokyu Plaza Omotesando Harajuku complex, which 
was the largest acquisition in 2012. Strengthened ties 
with sponsors will be key for energising the J-REIT 
market going forward. 
 
 J-REITs: acquisition cap rates for office  

Source: Company materials, Japan Real Estate Institute; compiled by Daiwa; acquisition 
cap rate = net cash flow based on real estate appraisals at time of purchase / purchase 
price 

 
Cap rates likely to decline 
Investors’ expected cap rates on real estate (published 
by the Japan Real Estate Institute) show that expected 
cap rates rose after bottoming in 2007, but have been 
largely flat since October 2009. However, we note that 
cap rates in Ueno and Toranomon have headed 

moderately down recently due to limited office-space 
supply and steady demand. As buying interest by 
REITs has been increasing since the outset of 2013, cap 
rates seem likely to take a meaningful downward turn.  
 
 Expected cap rates on prime office buildings  

Source: Company materials, Japan Real Estate Institute; compiled by Daiwa 

 

Sector view: Positive 

Trading at post-Lehman shock highs 
The TSE REIT Index ended 2012 at 1114.68 points. The 
advance of more than 30% over the calendar year was 
the strongest on record. Underpinning the rally were 
the relatively high dividend yields in the sector, 
expectations for a pick-up in real estate prices, and 
REIT purchases by the Bank of Japan (BOJ). 
 
BOJ is still supportive 
The TSE REIT Index has continued to fare well since 
the outset of 2013 despite several announcements of 
large-scale capital increases. The BOJ did not expand 
its programme for J-REIT purchases at its monetary 
policy meeting on 22 January. However, with the aim 
of achieving a 2% inflation target, it introduced an 
open-ended financial asset purchasing method in 
which it intends to continue to purchase each class of 
financial asset whenever necessary. It also indicated 
that it would hold on to the J-REIT assets it has already 
purchased for the long term, which is a positive, in our 
view. The TSE REIT Index pulled back following the 22 
January announcement by the BOJ, but soon regained 
the lost ground.  
 
Positive catalysts offset low yield 
The rally in the TSE REIT Index has resulted in the 
lowest prospective average dividend yield for the sector 
in the post-Lehman Shock era. This may have 
somewhat reduced the benefit of investing in J-REITs 
for their high, stable dividend yields. Nevertheless, we 
expect the J-REIT market to remain buoyant in 2013 
on the back of: 1) a pickup in office rents, 2) 
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expectations for the new government’s measures to 
shake off deflation, and 3) progress with discussions of 
regulatory reforms. Given that the broader market is 
yielding less than 2%, the recent J-REIT prospective 
average dividend yield of around 4% still appears 
attractive. Based on this, we have a Positive investment 
opinion on the J-REIT sector for the next six months. 
 
Office rents likely to rise from the bottom 
Concerns in 2012 included a large volume of office 
supply combined with sluggish demand due to 
negatives such as the European debt crisis. 
Nevertheless, rents look increasingly likely to have 
bottomed. Indeed, the vacancy rate at the end of 2012 
remained at the same level as at the end of 2011 in 
Tokyo’s five central wards (according to Miki Shoji 
data). Favourable factors for demand were likely 
behind this, notably a rise in tenants moving from their 
own buildings into rented offices and an increase in 
floor space expansion within buildings. 
 
Tenants moved from their own buildings into rented 
offices following the Great East Japan Earthquake. 
Attractive rents also triggered a shift from the outside 
to the inside of business districts. Firms also expanded 
the floor space within their buildings. This reflected the 
cramped conditions that followed some excessive 
shrinking after the Lehman Shock. 
 
New supply of office buildings in 2013 appears likely to 
be around one-third the volume seen in 2012 and the 
lowest supply since 1999. This should improve the 
supply/demand balance and exert upward pressure on 
rents to rise from what increasingly appears to have 
been a bottom in 2012. 
 
Expectations for government measures to 
shake off deflation  
Expectations are rising for measures taken by Shinzo 
Abe’s new government to shake off deflation by 
stepping up monetary easing and correcting the 
excessively strong Yen. We see two positives for the J-
REIT sector. One is increasing upward pressure on 
rents. The other is higher real estate prices.  
 
Japanese and foreign firms in the financial industry are 
concentrated in the heart of Tokyo. Demand for office 
space from such firms exerts a big impact on rents. 
Financial industry earnings appear likely to pick up as 
expectations for large-scale monetary easing help to 
correct the strong Yen and fuel a recovery in the equity 
market. Upward pressure on Tokyo office rents could 
also be generated if a weaker Yen fuels an earnings 
recovery in the manufacturing industry. 
The value of REIT properties would gain a boost if the 
government’s measures to shake off deflation fuelled a 

rise in real estate prices. This would likely accelerate 
investments in Tokyo office buildings by Japanese and 
foreign investors.  
 
Focus on regulatory reform discussions 
Discussions are currently under way concerning 
revisions to the Law on Investment Trusts and 
Investment Corporations. Diversifying J-REIT 
fundraising methods and capital policies is one 
objective of the proposed reforms. The December 2010 
Action Plan for the Reinvigoration of the Financial/ 
Capital Markets and Financial Industry calls for 
changes to be implemented by the end of FY13 (March 
2014). Specific proposals include allowing: 1) rights 
offerings, 2) the issuance of convertible bonds, 3) 
capital reductions without compensation, and 4) share 
buybacks. 
 
The possible removal of the ban on J-REIT share 
repurchases is a focal point. An announcement of the 
ban being lifted would probably spark renewed interest 
in J-REIT shares. It could also lead to higher per-share 
dividends by reducing shares outstanding, as well as 
generating bargain purchase gains if funds repurchase 
their shares at prices below per-share net assets. 
Higher share prices would likely pave the way for 
smoother capital raising, which should allow J-REITs 
to expand their assets through property acquisitions. 
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Top Buy  

Nippon Building Fund  
(8951 JP, JPY988,000, Outperform [2]) 
Target price: JPY1,090,000 
 
Looking for new property acquisitions to boost 
dividends 
 
 Nippon Building Fund: share price performance (JPY)  

Source: Bloomberg, Daiwa 

 
 Investment indicators 
12-month price range (JPY) 677,000-995,000
Market cap (JPYm) 683,696
Market cap (USDbn)  7.32 
Shares outstanding 692,000
Foreign ownership (%) 28

Source: NBF, Daiwa 

 
Investment thesis 
Nippon Building Fund (NBF) was listed in 2001 as 
Japan’s first REIT. It invests in office properties mainly 
in the Greater Tokyo area. It has achieved steady 
growth utilising the expertise of its main sponsor, 
Mitsui Fudosan (8801 JP). With a total acquisition 
value of JPY921.6bn at the end of 2012, it is among the 
largest J-REITs in terms of asset size.  
 
While a Miki Shoji survey put the end-2012 vacancy 
rates for office building leasing in the five central Tokyo 
wards at a high 8.67%, the figure for NBF was much 
lower at 1.8%. Since its portfolio focuses on prime 
buildings in the heart of the city, which hold a 
competitive edge, the large influx of new office 
buildings in the Tokyo metropolitan area in 2012 seems 
to have had only a limited impact on the fund.  
 
It acquired five properties for a total of JPY22.6bn 
(including additional stakes in two properties) in the 
period ended June 2012. It then purchased NBF 
Comodio Shiodome for JPY28.8bn in July 2012. In 

2013 so far, it has conducted an equity financing 
project, with the proceeds being used for acquiring four 
buildings including Celestine Shiba Mitsui Bldg. for 
JPY64.8bn. Indeed, NBF continues to achieve steady 
growth backed by its solid financial standing.  
 
We expect the end of deflation to spark 
inflow of capital into J-REIT market 
We maintain our Outperform (2) rating on NBF and 
see the end of deflation as a potential positive catalyst 
for the fund. Rents for the fund’s existing properties 
are higher than market asking prices, suggesting a 
moderate decline going forward. However, new 
investments capitalising on the pipeline at the sponsor 
should help NBF maintain or increase dividends. If 
Tokyo office rents and real estate prices rise amid 
government efforts to beat deflation, we believe NBF 
would be well positioned to benefit given its portfolio of 
high-end office buildings. We see NBF as a core 
holding in the J-REIT sector.  
 
Valuation 
NBF trades at a dividend yield of 3.1% and a price-to-
NAV ratio of 1.24x (both based on our estimates for the 
period ending June 2013), reflecting a valuation 
premium to peers. However, considering the fund’s low 
vacancy rate, sustained stable dividend payouts, and 
strong financial position, we think the premium is 
justified. 
 
Risk to our call 
With many positive expectations already built into the 
share price, the risk to our rating would be possible 
market disappointment over the Abe government’s 
ability to steer the economy to a meaningful and 
sustainable recovery, and end the cycle of asset-price 
deflation. 
 
 Nippon Building Fund: financial summary (JPYm) 

12/12 6/13E 12/13E
Op revenue  31,529 34,180 32,575 
Op profit  12,620 14,770 13,380 
Rec profit 9,658 11,775 10,580 
Net income  9,657 11,775 10,580 
EPS (JPY) 15,754 17,015 15,289 
DPS (JPY) 15,754 15,328 15,289 
DPS growth % chg 1.77 (2.70) (0.25)
Div yield % 3.19 3.10 3.09 
BVPS (JPY) 727,577 746,269 746,230 
PBR (x) 1.36 1.32 1.32 
Gearing (%) 44.4 40.2 40.2
ROE (%) 4.3 4.9 4.1 

Source: Daiwa forecasts 
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 J-REITs: ratings, valuations, and key financial data 
Current Next Current Next Gov't Current Next Latest Latest Latest

Price Mkt cap Mkt cap Daiwa DPU DPU Yield Yield Yield Yd sprd Yd sprd BVPS PBR gearing NAV P/NAV
JPY JPYbn USDbn rating JPY JPY (% p.a.) (% p.a.) (%) (%) (%) JPY (x) (%) JPY (x)

Office 
8951 JP 988,000 683.70 7.32 Outperform 15,328 15,289 3.1 3.1 0.7 2.4 2.4 727,577 1.36 44.4 795,082 1.24
8952 JP 980,000 582.26 6.23 Hold 15,346 15,507 3.1 3.2 0.7 2.4 2.4 678,328 1.44 42.2 700,290 1.40
8954 JP 516,000 146.77 1.57 Hold 11,215 10,810 4.3 4.2 0.7 3.6 3.5 542,409 0.95 49.6 523,109 0.99
8959 JP 559,000 170.56 1.83 Hold 12,339 12,109 4.4 4.3 0.7 3.7 3.6 620,957 0.90 46.0 483,690 1.16
8961 JP 841,000 203.52 2.18 Hold 19,090 16,239 4.5 3.9 0.7 3.8 3.1 584,544 1.44 47.2 550,529 1.53
8972 JP 374,500 107.31 1.15 Outperform 8,986 8,235 4.8 4.4 0.7 4.1 3.7 524,828 0.71 45.8 435,981 0.86
8987 JP 536,000 118.80 1.27 Outperform 12,200 12,300 4.6 4.6 0.7 3.8 3.9 554,134 0.97 49.7 470,549 1.14
Diversified 
8955 JP 260,400 214.83 2.30 Outperform 5,800 - 4.5 - 0.7 3.7 - 246,204 1.06 49.3 214,587 1.21
8956 JP 389,000 76.52 0.82 Hold 10,000 10,000 5.1 5.1 0.7 4.4 4.4 446,004 0.87 52.8 385,661 1.01
8957 JP 492,000 83.33 0.89 Hold 11,512 - 4.7 - 0.7 4.0 - 590,402 0.83 43.4 598,477 0.82
8966 JP 65,400 52.02 0.56 Outperform 1,655 1,646 5.1 5.0 0.7 4.3 4.3 102,077 0.64 45.6 88,919 0.74
8982 JP 424,500 65.80 0.70 Hold 11,645 9,793 5.5 4.6 0.7 4.8 3.9 543,900 0.78 51.4 501,021 0.85
3234 JP 491,000 113.68 1.22 Outperform 9,329 - 3.8 - 0.7 3.1 - 449,768 1.09 48.7 390,139 1.26
3279 JP 698,000 143.27 1.53 Outperform 16,759 14,834 4.8 4.3 0.7 4.1 3.5 459,095 1.52 42.8 490,614 1.42
Commercial 
8953 JP 183,400 381.32 4.08 Hold 3,850 3,875 4.2 4.2 0.7 3.5 3.5 157,050 1.17 44.7 150,944 1.22
Residential 
8973 JP 448,500 61.48 0.66 Hold 10,396 10,286 4.6 4.6 0.7 3.9 3.9 449,417 1.00 51.7 396,993 1.13
8986 JP 69,700 92.76 0.99 Outperform 1,363 1,382 3.9 4.0 0.7 3.2 3.2 64,686 1.08 46.1 58,546 1.19
3240 JP 487,500 73.58 0.79 Hold 12,289 12,455 5.0 5.1 0.7 4.3 4.4 469,315 1.04 53.0 415,411 1.17
3269 JP 190,200 234.90 2.51 Outperform 4,500 4,500 4.7 4.7 0.7 4.0 4.0 157,413 1.21 53.7 160,691 1.18

Source: Bloomberg, Daiwa 

Note: prices as of close on 21 February 2013 
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H-REITs  
Jonas Kan, CFA 
(852) 2848 4439 (jonas.kan@hk.daiwacm.com) 

Acquisitions: the secondary 
growth driver  

We believe it is structurally difficult for H-REITs to 
pursue acquisition opportunities in the open market in 
Hong Kong, and we do not expect this to change in the 
near future. 
 
Prized assets held by major developers, 
families 
We think one structural characteristic of the Hong 
Kong commercial property market is that many 
property assets (especially the prime ones) are owned 
by the major developers and conglomerates and 
wealthy families, who tend not to sell their investment 
properties. Therefore, the amount of saleable 
commercial property assets in Hong Kong does not 
look large relative to the private wealth in the territory.  
 
As a result, cap rates in Hong Kong tend to be low and 
rarely does positive carry exist in the Hong Kong 
commercial property market. This phenomenon has 
been reinforced by prevailing low interest rates in 
recent years, and hence in the strata-title market, cap 
rates of 3% or less are not uncommon, especially for 
assets which are below HKD100m, an affordable 
amount for many private investors.  
 
Competition is less keen for bigger-ticket 
assets but …  
As the price tag of a property gets higher, competition 
becomes less keen; however, we observe that in Hong 
Kong, there are many private individuals who can 
afford assets of HKD300-500m. Generally speaking, 
for property assets over HKD1bn, competition is less 
intense, although there have been past cases where 
private individuals or families could afford to pay over 
HKD2bn for property assets.  
 
However, owners of the more valuable assets tend to be 
reluctant to sell, probably because the historical return 
offered by prime property assets in Hong Kong has 
been very attractive. Meanwhile, Hong Kong’s banking 

culture on property lending has been quite 
conservative, and it appears that over the past few 
decades, one key for success in Hong Kong property 
has been to stay financially conservative. As such, the 
‘survivor’ companies (or individuals) tend to be 
conservative in using financial leverage.  
 
As a result, these survivor companies tend to have 
holding power. In our view, the amount of more 
valuable property assets available for sale is limited 
and when these properties are offered for sale, there 
are investors who work on sub-selling the properties on 
a strata-title basis before the completion of the 
purchase to take advantage of the lower cap rates for 
property assets at lower unit prices.  
 
This low cap-rate environment does not bode well for 
the H-REITs’ competitiveness in bidding for assets in 
the open market – and this is before we take into 
account the regulatory and other issues faced by the 
H-REITs which do not apply to private individuals or 
developers.  
 
Some early signs of change  
That said, we believe there have been some early signs 
of change in recent years. As the family-run property 
companies gradually mature in the realm of capital 
management, we think some of them will gradually 
come to realise that it is better not to tie up capital in 
‘low-tier’ assets and that they would be better off 
deploying the capital in productive investments. We 
also think there is an increasing realisation among 
property developers that property assets (especially 
retail properties) require good management in order to 
hold and grow their value over the long term, and some 
developers are still reluctant to allocate sufficient 
resources in this area.  
 
We have observed that in recent years, property 
companies have become more willing to dispose of 
non-core property assets. For example, the sellers of 
the two property assets acquired by The Link REIT 
were Nan Fung and Sino Land, both of which are well-
capitalised property companies. 
 
Festival Walk monetisation, a new trend?  
We also think Swire Properties’ (1972 HK, Not rated) 
sale of Festival Walk to Mapletree (Temasek’s wholly-
owned property arm) for USD2.2bn in 2011 was a 
noteworthy transaction, as this sale appears to have 
been motivated by capital and strategic management 
considerations. We believe Swire probably thought that 
this asset sale was better than launching an IPO on its 
own, possibly at an unsatisfactory price, and that it 
would be better for it to deploy the capital to invest in 
property projects in Admiralty-Wanchai or Island East 
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or China, where it sees stronger potential and long-
term strategic value.  
 
Such mentality is still not widely-held by Hong Kong 
family-run companies, but we do think that if more of 
them become receptive to this line of thinking, some 
would consider selling their mid-tier property assets 
when they need capital; and such a change, over time, 
would increase the supply of assets for the H-REITs to 
acquire, in our view.  
 
AEI still the core business for the H-REITs 
However, in our opinion, the core business of the H-
REITs remains that of AEI. We believe that, 
structurally, one main characteristic of the Hong Kong 
commercial property sector is the wide range of 
achieved rents for commercial properties, meaning that 
there is considerable scope to increase achieved rents 
and DPU for those managers who can upgrade their 
properties successfully. 
 
 Achieved rent of major retail properties in Hong Kong 

Source: Companies, Daiwa estimates 

 
 Achieved rent of major office properties in Hong Kong 

Source: Companies, Daiwa estimates, Colliers, Savills, CBRE 

 
Moreover, our view is that the ability to increase the 
value of its property assets through AEI would 
probably be the main factor behind an H-REIT’s ability 

to pursue acquisition opportunities. The investment 
market for commercial property assets in Hong Kong is 
likely to remain competitive, and one source of the 
competitive strength of a bidder probably lies in its 
ability to identify AEI opportunities in an acquisition 
target and manage (including refurbishment) the asset 
better than others after the acquisition.  
 
It is probably not a coincidence therefore, that so far, 
The Link REIT has been the only H-REIT to 
successfully conclude a non-related party acquisition in 
the open market (so far, all of the other assets acquired 
by the H-REITs were from their sponsor companies). 
We think one rationale behind The Link REIT’s two 
acquisitions is that it already owns many properties 
nearby, and through having two more assets, the 
relative competitiveness of its whole portfolio is 
strengthened.  
 
 The Link REIT: two acquisitions made since IPO 

Source: The Link REIT 

 
 The Link REIT: presence in the Tseung Kwan O 

Source: The Link REIT 

 
 
Meanwhile, we think Fortune REIT’s case also 
illustrates that the ability to carry out proper AEI is the 
way to create value through acquiring assets from a 
sponsor. The assets Fortune REIT has acquired from 
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its sponsor in the past have been based on market 
prices, but they have turned out to be yield-accretive 
for Fortune REIT, and we believe the main reason is 
that those assets were too small for the Cheung Kong 
Group and were under-managed in the past. However, 
the group has proven that it can enhance the value of 
these assets through proper AEI. 
 
Our view is that, for the H-REITs, the ability to carry 
out AEI and enhance the value of its assets remains the 
key, and this also holds one of the main keys to the H-
REITs’ ability to undertake value-enhancing 
acquisitions, whether with the sponsor or outside the 
sponsorship channel. 

Sector view: Positive 

Our sector rating for the H-REITs is Positive because 
the H-REITs’ unit prices have generally undergone a 
healthy correction since the beginning of the year. 
While the sector has already notably outperformed the 
Hang Seng Index over the past two years, we think the 
performance was backed by fundamentals, as the 
sector has been a neglected sector in the past, but this 
issue is more or less addressed now, in our opinion. We 
also think the H-REITs’ valuations are still reasonable.  
 
Defensive names could be in favour again 
We observe that investor focus seems to have shifted to 
the higher-beta and cyclical names at the beginning of 
the year. That said, with many major stock markets 
having risen notably and renewed concerns over the 
ending of loose monetary policy, we expect investors’ 
interest in the defensive names to pick up, and believe 
this would benefit the H-REIT sector.  
 
Decentralised offices, suburban malls well 
positioned 
More importantly, we contend that the commercial 
property cycle is still in the H-REITs’ favour. We like 
decentralised offices and suburban malls in 2013, and 
believe the H-REITs are well-positioned to capitalise 
on opportunities in these areas.  
 

 Stages of development of the H-REITs 

Source: Bloomberg, Daiwa 
Phase 1: (Nov 2005 – 1Q06): a good start 
Phase 2: (2Q06 – 2Q08): new supply and aggressive structure deter investors 
Phase 3: (3Q08 – 1Q09): surviving the ordeal 
Phase 4: (2Q09 – 4Q10): delivering the results and transparency 
Phase 5: (2011 onwards): a niche sector in the Hong Kong property space 

Top Picks 

 
The Link REIT  
(823 HK, HKD42.20, Outperform [2]) 
Target price (DDM): HKD48.0 
 
Still riding the virtuous cycle 
 
 The Link REIT: share price performance (HKD)  

Source: Bloomberg 

 
 Investment indicators
12-month range (HKD) 28.40-43.00
Market cap (USDbn) 12.47
Average daily turnover (USDm) 38.8
Shares outstanding (m) 2,292
Major shareholder (%) Commonwealth Bank of Australia (7%)

Source: The Link REIT, Daiwa 

 
Investment thesis 
We believe suburban malls in the New Territories are 
now very well-positioned in the Hong Kong commercial 
property market, given that many international retailers 
are now looking to expand their presence in the 
suburban malls, and that for some PRC consumers, 
suburban malls are actually more convenient for them.  
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Only starting to reap AEI benefits 
We think the AEI The Link REIT has done already, and 
will do in coming years, will position it well to ride on 
the opportunities in the suburban mall sector. The AEI 
should allow it to upgrade its tenant mix to include 
more retailers with higher rent-paying capacity than 
before. We think The Link REIT has just started 
reaping the benefits of the AEI it has carried out in the 
past few years, and believe it will take 2-3 leasing cycles 
or more for the full benefits of AEI to be reflected in its 
financial performance. We believe The Link REIT 
offers strong sustainable growth potential and that its 
growth phase is far from over. It has also started AEI 
for its lower-tier assets (those ranking in the 51-100 
range by asset value), which should provide further 
growth impetus for the group. Our six-month target 
price of HKD48.0 is pegged to our 10-year DDM 
valuation. Our target price corresponds to a FY14 DPU 
yield of 3.4%. 
 
Valuation 
The Link REIT’s share price has performed well in 
recent years. It is not cheap in terms of DPU yield but 
relative to its DPU yield range since late 2005, it is not 
too far out of its trading range. Moreover, while its 
valuation is at a premium to other H-REITs, we believe 
its current valuation looks reasonable relative to 
premier REITs in the developed markets – some 
premier REITs in the US trade at DPU yields of 3% or 
less, though we believe The Link REIT offers stronger 
DPU growth prospects relative to many of its global 
peers.  
 
Risks to our call 
The main risk to our call would be regulatory and social 
factors which could adversely affect The Link REIT’s 
ability to improve its achieved rents.  
 
 The Link REIT: DPU yield history  

Source: Datastream, Daiwa 

 Link REIT: financial summary (HKDm) 
2013E 2014E 2015E

Revenue 6,522 7,071 7,762 
Net-property income 4,672 5,195 5,805 
Distribution 3,360 3,814 4,340 
DPU (HKD) 1.466 1.654 1.869 
DPU growth % chg YoY 13.5 12.8 13.0 
DPU yield (%) 3.5 3.9 4.4 
Book value per unit (HKD) 26.464 26.585 26.865 
PBR (x) 1.6 1.6 1.6 
EPU (HKD) 1.466 1.653 1.869 
ROE (%) 5.6 6.3 7.0 
Gearing (%) 13.5 13.3 13.1 
FFO/unit (HKD) 1.47 1.65 1.87 
P/FFO (x) 28.8 25.5 22.6 

Source: Daiwa forecasts 

 
Fortune REIT  
(7778 HK, HKD6.88, Buy [1]) 
Target price (DDM): HKD8.20 
 
A pure play on suburban malls 
 
 Fortune REIT: share price performance (HKD)  

Source: Bloomberg 

 
 Investment indicators
12-month range (HKD) 3.95-6.92
Market cap (USDbn) 1.52
Average daily turnover (USDm) 3.6
Shares outstanding (m) 1,715
Major shareholder (%) Cheung Kong Holdings (24.3%)

Source: Fortune REIT, Daiwa 

 

Investment thesis 
We see Fortune REIT as another name that fits into the 
suburban mall theme well, which we expect to be an 
important structural trend in the Hong Kong 
commercial property market in the coming years.  
 
In our view, the group’s portfolio size has reached a 
critical mass level after the acquisition in 2009, and we 
believe it is starting to reap the benefits of the AEI it 
has completed on its properties since then. The rental 
reversion it achieved in 2012 (up 19.8% over rents in 
the preceding lease) is an encouraging sign, and we 
reckon the group has been actively pursuing AEI on its 
major properties. It would likely take several years for 

Average: 4.70%
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the full benefits of its past AEI and current AEI to 
materialise fully, and we see Fortune REIT remaining 
in a growth phase over the coming years.  
 
Since its IPO in 2003, Fortune REIT has made three 
acquisitions (in 2005, 2009 and 2012), which has 
expanded its portfolio size from 1m sq ft in 2003 to 
2.4m sq ft now. 
 
Valuation 
While the unit price of Fortune REIT rallied in 2012, in 
terms of absolute valuation, we think it is still 
reasonable. We believe the group is still in a growth 
phase, as it has just finished its first round of AEI and its 
attempt to revamp its entire portfolio is just starting to 
gather momentum. In our view, the REIT’s suburban 
malls in Hong Kong are now very well-positioned in the 
Hong Kong retail property sector, and we think the full 
benefits from the group’s AEI that it has been completed 
and will be rolled-out in the coming years will take 2-3 
leasing cycles or more to unfold; this should underpin 
sustained growth in its DPU. 
 
We reiterate our Buy (1) rating, with a six-month target 
price at HKD8.20, based on our 10-year DDM model. 
This translates into a FY14 DPU yield of 4.9%. 
 
Risks to our call 
The unit price of Fortune REIT rallied significantly in 
2012 (up 69%), and so we see the main risk to our call 
as profit-taking. 
 
 Fortune REIT: financial summary (HKDm) 

2013E 2014E 2015E
Revenue 1,208 1,311 1,423 
Net-property income 879 980 1,093 
Distribution 623 699 781 
DPU (HKD) 0.363 0.404 0.448 
DPU growth % chg YoY 12.3 11.2 10.8 
DPU yield (%) 5.3 5.9 6.5 
Book value per unit (HKD) 8.795 8.690 8.593 
PBR (x) 0.8 0.8 0.8 
EPU (HKD) 0.316 0.359 0.411 
ROE (%) 3.6 4.1 4.8 
Gearing (%) 20.4 20.2 20.0 
FFO/unit (HKD) 0.32 0.36 0.41 
P/FFO (x) 21.7 19.2 16.8 

Source: Daiwa forecasts 

 Fortune REIT: DPU yield history  

Source: Datastream, Daiwa 

 
 The evolution of Fortune’s portfolio  

IPO in 2003 Dec. 2005 Dec.2009 Dec.2012
GRA (sq ft) GRA (sq ft) GRA (sq ft) GRA (sq ft) GRA (sq ft)

1 Jubliee Square 170,616 170,616 170,616 170,616 170,616
2 Smartland 123,544 123,544 123,544 123,544 123,544
3 Nob Hill Square 91,779 91,779 91,779 91,779 91,779
4 Ma On Shan Plaza 310,084 310,084 310,084 310,084 310,084
5 Fortune Metropolis 332,168 332,168 332,168 332,168 332,168
6 Rhine Avenue 14,604 - 14,604 14,604 14,604
7 Lido Avenue 9,836 - 9,836 9,836 9,836
8 Centre de Laguna 43,000 - 43,000 43,000 43,000
9 Tsing Yi Square 78,836 - 78,836 78,836 78,836
10 Waldorf Avenue 80,842 - 80,842 80,842 80,842
11 Fortune City One 414,469 - 414,469 414,469 414,469
12 Metro Town 180,822 - - 180,822 180,822
13 Caribbean Square 63,018 - - 63,018 63,018
14 Hampton Loft 74,734 - - 74,734 74,734
15 Provident Square 180,238 - - - 180,238
16 Belvedere Square 276,862 - - - 276,862

1,028,191 1,669,778 1,988,352 2,445,452
 

Source: Company, Daiwa 

 
 
 


 H-REITs: ratings, valuations, and key financial data 

Daiwa Target FY13E FY14E FY13E FY14E Gov't FY13E FY14E Latest Latest DDM FY13E FY14E FY13E FY14E
Price Mkt cap Daiwa target upside DPU DPU Yd Yd Yd Yd sprd Yd sprd BVPS PBR gearing Value FFO FFO P/FFO P/FFO
HKD USDbn rating HKD (%) HKD HKD (%) (%) (%) (%) (%) HKD (x) (%) HKD HKD HKD (x) (x)

Retail 
Link REIT (823 HK) 42.2 12.47 O/P 48.00 13.7 1.466 1.654 3.5 3.9 1.3 2.2 2.6 30.82 1.37 13.7 48.00 1.47 1.65 28.8 25.5
Fortune REIT (778 HK) 6.88 1.52 Buy 8.20 19.2 0.363 0.404 5.3 5.9 1.3 4.0 4.6 8.81 0.78 20.3 8.20 0.32 0.36 21.7 19.2
Office 
Champion REIT (2778 HK) 4.07 2.99 Hold 4.13 1.5 0.214 0.221 5.3 5.4 1.3 4.0 4.1 7.80 0.52 19.3 4.13 0.17 0.18 23.7 22.2
Sunlight REIT (435 HK) 3.51 0.73 Buy 4.00 14.0 0.190 0.20 5.4 5.7 1.3 4.1 4.4 6.17 0.57 26.1 4.00 0.19 0.19 18.8 18.9

Source: Bloomberg, Daiwa forecasts 

Note: prices as of close on 21 February 2013 
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S-REITs  
David Lum, CFA 
(65) 6329 2102 (david.lum@sg.daiwacm.com) 

Acquisition climate improves 

We believe investment conditions remain favourable 
for acquisitions in 2013, and see acquisition 
opportunities for S-REITs across all sectors. With unit 
prices trading at their highest levels since the end of 
2007 (and for some nearing their pre-global financial 
crisis peaks), and therefore a high likelihood now for 
acquisitions and related financing to be both DPU and 
NAV accretive, we believe there is a clear incentive for 
REIT managers to expand their asset size and market 
caps through acquisitions in 2013. 
 
S-REITs have been prominent players in Singapore 
investment property sales and we see no change in 
their role in 2013. The major change in 2013 is that 
after a year of unit-price appreciation (with the FSSTI 
REIT [FSREI] index up 36.7% YoY for 2012), most S-
REITs are now trading above their book values and 
NAV. (For S-REITs, we believe book values are 
typically very close to their intrinsic NAVs, because all 
S-REITs are required to carry out independent 
valuations of their investment properties at least 
annually, while a few even undergo semi-annual 
valuations as a matter of policy.) 
 
Deal-flow outlook: healthy 
We note that property consultants generally expect a 
resilient investment market in 2013. Savills, in its 
Singapore sales & investment briefing report (January 
2013), expects 2013 investment sales to remain 
healthy, though the total transacted value could be 
slightly lower YoY. Ample liquidity and rock-bottom 
interest rates may still offset the global economic 
overhang, which has restrained investment sentiment. 
 
Since about mid-2010, quarterly investment 
transactions (including and excluding residential) 
compiled by Jones Lang LaSalle have returned to their 
pre-global financial crisis levels, though the value of 
quarterly deals in recent quarters has not rivalled the 
previous peaks in 3Q07 or 1Q08.  
 

 Singapore quarterly investment-property values (SGDm)  

Source: Jones Lang LaSalle 

 
According to JLL’s tally, real estate investment sales in 
Singapore totalled SGD29bn for 2012, a decline of 
10.5% YoY. Even though economic uncertainties 
continued to loom, the investment market in 2012 
remained resilient, largely supported by strong market 
demand and cheap liquidity. For this year, JLL has also 
cautioned that policy risks remain, as the market 
continues to witness price appreciation among most 
asset classes, and the possibility of more cooling 
measures being rolled out in 2013 is high.  
 
According to Savills, investment sales moderated 
slightly to SGD29.4bn for 2012 compared with 
SGD30.1bn for 2011 and SGD32.0bn for 2010. The 
market, particularly in 4Q12, was affected by the weak 
global economy and still-wide bid-ask gaps.  
 

 Major private investment sales 4Q2012 
Property Sector Date Price (SGDm) Buyer
MBFC Tower 3 (30% stake) Office Dec-12 1035 DBS Group
Mapletree Anson Office Dec-12 680 Mapletree Commercial Trust
79 Anson Road Office Dec-12 410 United Engineers
NOL Building Office Oct-12 380 Fragrance Group
Hotel Grand Pacific Hospitality Oct-12 210 Private consortium

Source: Savills Research & Consultancy 

 
S-REITs have always been major players 
The major investment deals in 4Q12 highlight the S-
REITs’ prominence in the non-residential property-
investment space. Although the biggest deal in 4Q12, the 
acquisition of Marina Bay Financial Centre Tower 3 by 
DBS Group, did not involve an S-REIT, the transaction 
had implications for Suntec REIT (with the vendor, 
Cheung Kong, selling its stake to DBS, we believe it is 
positive for Suntec as it will remove the acquisition 
overhang [involving income support and financing for 
the possible acquisition of MBFC 3]) and Keppel REIT 
(the pricing of the deal will have implications for Keppel 
REIT’s purchase of the one-third stake in MBFC 3 from 
its sponsor, Keppel Land). The second largest 
transaction in 4Q12, the Mapletree Anson office 
development, was a related-party deal between 
Mapletree Commercial Trust (MCT SP, Not rated) and 
its sponsor. 
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With higher unit prices: DPU and NAV 
accretion 
With the stable outlook for overall investment deals, we 
believe the likelihood of more acquisitions by S-REITs 
has increased for 2013. With the FSSTI REIT index 
gaining 36.7% YoY in 2012 (and with most of the 
smaller-cap REITs gaining more than the index), most 
S-REITs are now trading above their book values. The 
litmus test for acquisitions, which nearly all S-REITs 
managers have adopted regardless of the stage of the 
property cycle, is DPU accretion.  
 
Now that most S-REITs are trading above their book 
values, any acquisition opportunity will be even more 
attractive in 2013, as the acquisition would be both 
DPU and NAV-accretive (assuming the new equity is 
issued above NAV and the blend of equity and debt 
financing will lead to an overall increase in the DPU). 
Based on the stocks under our coverage, we estimate 
that the weighted-average PBR for the entire S-REIT 
sector has increased to 1.19x from 0.91x about a year 
ago (in early January 2012). 
 
 S-REITs: average sub-sector PBRs (now vs. Jan 2012)  

Source: Daiwa estimates 

 
Outlook for acquisitions by sector: 
Office – we estimate that the office sector, on a 
weighted-average basis, is trading at 0.95x book value 
(with Suntec trading at a 14% discount and the other 
office S-REITs trading at slight premiums to book) vs. a 
PBR of 0.66x in early January 2012, according to our 
estimates. With cap rates of prime grade-A office space 
holding at 4% (and cap rates tightening by 25bps for 
2H12 to 3.75% for CCT’s grade-A properties) and the 
initial yields (for the first 1-2 years) even lower for 
recently completed projects, we believe the most likely 
office transactions could come in the suburban office 
sector where cap rates are still over 100bps higher than 
for new core-CBD properties. We believe the most 
likely acquisitions would come from those S-REITs 
with an available office pipeline from their sponsors 
including Keppel REIT (MBFC 3) and Mapletree 
Commercial Trust (Mapletree Business City). A 

suburban-office deal would not surprise us. Although 
office rents are probably nearing a cyclical bottom 
(from their most-recent peak in 3Q11), capital values 
have remained resilient 
 
Retail – we estimate that the retail sector is trading at 
a weighted average premium of 28% above book. In 
early January 2012, the sector traded at a weighted 
average PBR of 1.0x, according to our estimates. With 
the Singapore-based suburban-mall S-REITs 
(CapitaMall Trust [CT SP] and Fraser Centrepoint 
Trust [FCT SP]) trading at hefty premiums to NAV and 
2013 DPU yields in the low 5% range, we would not be 
surprised to see further acquisitions from their 
respective sponsor’s development pipelines, including 
assets such as Changi City Point for FCT and The Star 
Vista and possibly ION Orchard (after having 
completed one leasing cycle) for CT. 
 
Industrial – we estimate that the industrial sector is 
trading currently at a weighted average premium of 
36% above book, the highest among all sectors. In early 
January 2012, the sector traded at a weighted-average 
PBR of 1.02x, according to our estimates. With 
conventional industrial-property values at 12’o clock on 
the rental-property clock (12 o’clock denotes the 
[rental] peak of the cycle, while 6 o’clock denotes the 
trough of the cycle) according to Jones Lang LaSalle (in 
its 4Q12 Asia Pacific Property Digest), we believe S-
REIT managers will adopt an extremely cautious stance 
on third-party acquisitions and favour asset-
enhancement and development opportunities. 
Nevertheless, with the PBRs of some of the smaller 
industrial-property S-REITs trading at all-time highs, 
there is a strong incentive for REIT managers to make 
investments, financed partly from equity fundraising, 
which would help to boost their asset size and market 
caps.  
 
Hospitality – we estimate that the hospitality sector 
is trading at a 14% premium to book. In early January 
2012, the sector traded at a weighted-average PBR of 
0.92x, according to our estimates. We believe the hotel 
sector (by industry revenue-per-available room 
[RevPAR]) probably peaked in 2Q12, and revPAR 
growth for 2H12 has slowed. Nevertheless, capital 
values have held up (as they have for all property sub-
segments in Singapore during QE2 and QE3). The 
competitive investment environment in Singapore has 
encouraged S-REIT managers to venture overseas, with 
the most recent acquisition announced on 4 January 
2013 by CDL Hospitality Trusts (CDREIT SP) for a 
single resort property in the Maldives. It was the first 
overseas acquisition since its SGD200m private 
placement in June 2010, and underscores (in our 
opinion) the difficulties in acquiring a suitable 
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investment property overseas. Unless it is a related-
party deal at an extremely attractive acquisition yield, 
we do not expect much activity in the Singapore market 
due to high asking prices from potential vendors and 
keen competition from investors. 
 
More private placements 
With almost all S-REITs trading at or near their five-
year highs, we have noticed a distinct increase in 
private placements. When share prices are high and the 
cost of equity is low, it makes perfect financial sense for 
S-REITs to raise equity to either recapitalise (lower 
their leverage for those with above sector average 
gearing ratios), increase their market cap and improve 
their free float, or raise their debt headroom for future 
acquisitions. The short-term impact in all of these 
situations is DPU dilution, which we see as an 
increasing risk in the sector.  
 
Ideally, an acquisition should be completed back-to-
back with new financing, normally a combination of a 
private placement and debt financing. In reality, such 
perfect timing is a luxury and deals usually take some 
time to complete. Nonetheless, a private placement 
done to shore up financing for an imminent acquisition 
opportunity also introduces execution uncertainty, 
because there is immediate dilution after the 
placement, and the longer a deal takes to be completed 
the greater the dilution. 

Sector view: Neutral 

Our overall view on the S-REIT sector is Neutral. We 
are Neutral on office S-REITs because valuations no 
longer look compelling following a year of significant 
outperformance. Moreover, we believe our 
expectations for office rents to bottom by 1H13 is well 
discounted by the market, while office S-REITs are now 
trading near the upper end of their PBR ranges, and 
their NAVs reflect asset values close to their peaks. We 
are Neutral on retail S-REITs because we believe their 
high PBRs already fully reflect their defensiveness. We 
are Negative on industrial S-REITs because we believe 
they could be vulnerable to industrial-rent declines and 
their yields do not adequately compensate investors for 
the current macro, sector, and market risks. 
 
The downside risk would be fund rotation into more 
cyclical and higher-beta sectors (and countries) while 
the upside risk would be a further round of yield 
compression.  

Top Buy for 2013 

Suntec REIT  
(SUN SP, SGD1.78, Outperform [2]) 
Target price (DDM): SGD1.95 
 
The sole value in the office sector 
 
 Suntec: share price performance (SGD)  

Source: Bloomberg 

 
 Investment indicators
12-month range (SGD) 1.205-1.795
Market cap (USDm) 3.24
Average daily turnover (USDm) 8.89
Shares outstanding (m) 2265
Major shareholder (%) Suntec City Development (6.2%)

Source: Suntec, Daiwa 

 
Investment thesis 
Suntec is still one of the most attractively valued S-
REITs, in our view, trading at a 14% discount to its 
book value of SD2.07 as at December 2012, the widest 
discount among the S-REITs under our coverage. On 
average, S-REITs are now trading at a weighted 
average premium of 19% to their book values, based on 
our estimates. Our DDM-derived target price of SD1.95 
is also at a 6% discount to book. 
 
We regard the short-term uncertainty as Suntec 
proceeds with a major, SGD410m AEI on Suntec City, 
scheduled for completion by end-2014, as an 
investment opportunity. The uncertainty arises from 
the amount of distribution support that will be used to 
smooth out Suntec’s DPU for 2013. We believe some 
amount of support is required since we estimate that 
the average occupancy rate for Suntec City Mall will fall 
to 38% this year during the most intensive phases of 
the AEI. Our 2013 DPU forecast of SGD0.094 (vs. 
SGD0.095 for 2012) assumes a drawdown of SGD45m 
from the Chijmes divestment proceeds received in early 
2012. We forecast DPU growth of 12% YoY for 2014 
and 26% YoY for 2015, the first full year after AEI 
completion. 
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We see little risk from Suntec City Office Towers, which 
has shown remarkable resilience (nearly 100% 
occupied for 2012) and has been a source of strength 
for Suntec when Singapore office rents were in decline 
from 3Q11. We attribute its resilience to demand from 
small office space (less than 20,000sq ft) occupiers and 
the attractiveness of the Suntec City micro market, with 
relatively abundant parking lots for office tenants and 
established amenities (including retail and F&B). Office 
leases secured for 4Q12 averaged SGD8.98, on a par 
with some properties in the Raffles Place area. 
 
Valuation 
Our target price of SGD1.95 is pegged to parity with our 
10-year DDM valuation. Our valuation assumes a cost 
of equity of 8.0% and a long-term growth rate of 1.5%, 
equivalent to an effective cap rate of 6.5%. Our DDM 
valuation also reflects Suntec’s weighted average 
remaining leasehold tenure of 83 years, based on our 
calculations. 
 
Risks to our call 
A major risk to our Outperform rating for Suntec would 
be failure to deliver on management’s IRR projection of 
10.1% for the Suntec City AEI. We believe this is a 
minor risk given the leasing progress to date (pre-
commitment rates of 83% for phase 1 and 37% for 
phase 2) and the highly value-accretive opportunities 
inherent in the AEI (such as replacing low-yielding 
convention space with high-yielding ground-floor retail 
space and large but low-rent (on a per square foot 
basis) anchor tenants [Carrefour] with higher-rent 
tenants). 
 
 Suntec REIT: financial summary (SGDm) 
Suntec 2013E 2014E 2015E
Revenue 212 306 378 
Net-property income 128 211 278 
Distribution 213 241 305 
DPU (SGD) 0.094 0.106 0.133
DPU growth % chg YoY (0.4) 12.3 25.6
DPU yield (%) 5.3 6.0 7.5
Book value per unit (SGD) 2.02 2.08 2.36
PBR (x) 0.9 0.9 0.8
EPU (SGD) 0.045 0.164 0.409
ROE (%) 2.2 8.0 18.4
Gearing (%) 37.0 36.2 33.3
FFO/unit (SGD) 0.056 0.089 0.118
P/FFO (x) 31.5 19.9 15.1

Source: Daiwa forecasts 

 
 
 
 

Top Sell for 2013 

Ascendas REIT  
(AREIT SP, SGD2.66, Underperform [4]) 
Exposed to all sectors of industrial property 
 
 AREIT: share price performance (SGD)  

Source: Bloomberg, Daiwa 

 
 Investment indicators
12-month range (SGD) 1.97-2.64
Market cap (USDbn) 4.81
Average daily turnover (USDm) 10.83
Shares outstanding (m) 2237
Major shareholder (%) Ascendas (18.1%)

Source: A-REIT, Daiwa 

 
Investment thesis 
AREIT trades at a considerable premium (based on 
yield and NAV) to its industrial-property S-REIT peers, 
and at one of the highest premiums to book value and 
NAV in the entire S-REIT sector. AREIT is widely 
viewed as defensive, but we believe AREIT is probably 
more vulnerable than its peers, due to its high exposure 
to multi-tenanted properties in the business park and 
high-tech industrial segments (and their high rental-
growth correlation to GDP), if the weak economy 
persists. AREIT has also surprised the market with 
private placements in early 2011 and 2012, and we 
cannot rule out another ‘pre-emptive’ surprise, which 
would impose a short-term drag on the price, in 2013. 
 
Valuation 
Our target price of SGD2.20 is pegged to parity with 
our 10-year DDM valuation. Our valuation assumes a 
cost of equity of 8.4% and a long-term growth rate of 
1.5%, equivalent to an effective cap rate of 6.9%. Our 
DDM valuation also reflects AREIT’s weighted average 
remaining leasehold tenure of 48 years. 
 
Risks to our call 
The major risk to our negative call would be further 
inflows to the S-REIT sector as investors continue to 
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chase yield. AREIT still looks undemanding relative to 
its mean PBR of 1.35x and yield spread of 4.2% since its 
listing. 
 
 A-REIT: financial summary (SGD m) 
A-REIT 2013E 2014E 2015E
Revenue 601 632 651 
Net-property income 450 477 494 
Distribution 337 359 373 
DPU (SGD)  0.150  0.160  0.166 
DPU growth % chg YoY  7.9  6.6  3.6 
DPU yield (%)  5.7  6.0  6.2 
Book value per unit (SGD) 1.96 2.02 2.08
PBR (x)  1.4  1.3  1.3 
EPU (SGD)  0.205  0.216  0.223 
ROE (%)  10.6  10.8  10.9 
Gearing (%)  33.4  32.8  32.2 
FFO/unit (SGD)  0.147  0.156  0.162 
P/FFO (x)  18.2  17.0  16.4 

Source: Daiwa forecasts 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 S-REITs: ratings, valuations, and key financial data 

Daiwa Daiwa  Target FY13E FY14E FY13E FY14E 10-yr FY13E FY14E Latest  Latest DDM FY13E FY14E FY13E FY14E
 Price  Mkt cap rating target  Upside  DPS  DPS Yield Yield SGS Yd sprd Yd sprd BVPS PBR  gearing value  FFO/shr  FFO/shr P/FFO P/FFO

SGD USDbn SGD (%) SGD SGD (%) (%) (%) (%) (%) SGD (x) (%) SGD SGD SGD (x) (x)
Office 
CCT SP 1.625 3.73 Hold 1.59 (2.2) 0.078 0.082 4.8 5.1 1.6 3.2 3.5 1.66 0.98 29.8 1.59 0.071 0.075 22.8 21.6
SUN SP 1.78 3.24 O/P 1.95 9.6 0.094 0.106 5.3 6.0 1.6 3.7 4.4 2.07 0.86 39.5 1.95 0.056 0.089 31.5 19.9
KREIT SP 1.345 2.86 Hold 1.30 (3.3) 0.086 0.087 6.4 6.5 1.6 4.8 4.9 1.32 1.02 42.9 1.30 0.077 0.078 17.4 17.3
Retail 
CT SP 2.18 6.09 Hold 2.06 (5.5) 0.106 0.112 4.9 5.2 1.6 3.3 3.6 1.65 1.32 36.7 2.06 0.098 0.105 22.2 20.8
FCT SP 2.06 1.37 Hold 1.96 (4.9) 0.107 0.109 5.2 5.3 1.6 3.6 3.7 1.53 1.35 30.1 1.96 0.104 0.106 19.8 19.4
SGREIT SP 0.89 1.40 Hold 0.85 (4.5) 0.051 0.051 5.7 5.7 1.6 4.1 4.1 0.88 1.01 30.4 0.85 0.050 0.050 17.7 17.7
CRCT SP 1.8 1.09 Sell 1.44 (20.0) 0.092 0.098 5.1 5.4 1.6 3.5 3.8 1.31 1.38 28.3 1.44 0.055 0.058 32.9 31.0
Industrial 
AREIT SP 2.66 4.81 U/P 2.20 (17.3) 0.150 0.160 5.7 6.0 1.6 4.1 4.4 1.88 1.41 32.9 2.20 0.147 0.156 18.2 17.0
MLT SP 1.195 2.34 U/P 1.07 (10.5) 0.073 0.075 6.1 6.3 1.6 4.5 4.7 0.90 1.33 35.9 1.07 0.072 0.074 16.5 16.1
CREIT SP 0.745 0.73 U/P 0.62 (16.8) 0.051 0.051 6.8 6.8 1.6 5.2 5.2 0.65 1.15 36.0 0.62 0.043 0.048 17.2 15.4
Hospitality 
CDREIT SP 2.03 1.59 U/P 1.81 (10.8) 0.123 0.127 6.0 6.3 1.6 4.4 4.7 1.61 1.26 24.9 1.81 0.122 0.127 16.6 16.0
ART SP 1.335 1.23 Hold 1.38 3.4 0.086 0.091 6.5 6.8 1.6 4.9 5.2 1.35 0.99 39.1 1.38 0.063 0.067 21.2 20.0

Source: Bloomberg, Daiwa forecasts 

Note: prices as of close on 21 February 2013 
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A-REITs – Not rated 
David Lum  
(65) 6329 2102 (david.lum@sg.daiwacm.com) 

Singapore participation 

Low yields in Singapore? Try Australia 
The participation of S-REITs and Singapore investors 
in the Australian investment property market has 
increased in recent years. Australian properties, some 
owned previously by A-REITs themselves, are now a 
common sight in the portfolios of several S-REITs*. 
These assets, with a slight bias to premium CBD 
locations, include office, retail, and hotel properties. 
 
*CDL Hospitality Trusts (CDREIT SP) and Ascendas 
Hospitality Trust (ASHT SP) are technically not S-REITs, 
but stapled securities comprising a REIT and a business 
trust (BT). CDREIT’s hotel properties are held in the REIT, 
while its BT is currently dormant. In contrast, ASHT’s 
Australian hotels are held by the BT, while the REIT only 
holds the Japan hotel. 
 
 Australian properties acquired by S-REITs 
S-REIT Ann'd Property Segment City % AUDm Yield (%)

KREIT Sep-12 Old Treasury Building* Premium office Perth 50 160 7.15
Jul-11 8 Chifley Square* Premium office Sydney 50 155 6.65
Jul-10 77 King Street A grade office Sydney 100 120 n.a

Jan-10 275 George Street A grade office Brisbane 50 166 n.a
SGREIT Jan-13 Plaza Arcade CBD retail Perth 100 48 7.8

Nov-09 David Jones Building CBD retail Perth 100 114.5 7.9
CDREIT Jan-10 Five hotels CBD hotels Brisbane, 100 175 8.4

managed by Accor 3.5-4.5 star Perth 
FCOT Mar-06 Central Park Premium office Perth 50 190 n.a

Feb-12 Caroline Chisholm Centre A grade office Canberra 100 191.75 8.9
ART Jan-08 St. Georges Terrace Serviced apt Perth 100 28.5 6.5

Dec-06 Gordon Heights Serviced apt Melbourne 100 11.6 6.9
ASHT Dec-11 Mirvac Wholesale Hotels 49.2 327 7.9**

Hotel Fund** 

Source: S-REITs, Daiwa (yields at time of acquisition) 

* under development 

**Ascendas acquired the portfolio from Mirvac, bought out the remaining shareholders 
and listed Ascendas Hospitality Trust (ASHT SP) in Singapore on 27 July 2012 

 
Australia’s attractiveness has not changed 
We believe it is not surprising that S-REITs’ interest in 
the Australian market has increased. The attractiveness 
of its first-world infrastructure, deep and well-
established investment-property market, and relatively 
high cap rates versus comparable assets in Singapore 
are nothing new.  
 

For most of the past decade up to the global financial 
crisis in late 2008, Australian assets were largely 
shunned by S-REIT investors and REIT managers. 
Although most S-REIT managers might claim that they 
have had their sights set on Australian property deals 
all along, we can offer several reasons for the apparent 
renewed interest (or more openness by unitholders) for 
Australian assets. 
 
High yields, low carrying costs 
First, S-REITs have been better capitalised after the 
global financial crisis (through equity fundraisings, 
some defensive and asset divestments) than during the 
pre- global financial crisis period. One could even 
argue that some are even overcapitalised.  
 
Even though the spread of the property yields versus 
the local funding (borrowing) costs in Australia are not 
particularly attractive now, S-REITs that can pay for 
Australian assets partly with cash and/or have access to 
low-cost offshore funding facilities, which most of them 
do, can enjoy relatively healthy spreads (between the 
yield on the investment and the overall borrowing 
costs), resulting in highly DPU-accretive acquisitions.  
 
In short, low leverage combined with high absolute 
yield and access to cheap offshore financing (even 
when swapped to minimize currency risk) should lead 
to highly-accretive DPUs. 
 
 Comparison of Australia and Singapore cap rates 
Segment Current cap rate range (%)
Office 
Australia 
Sydney premium 6.25-6.88
Sydney A grade 6.88-7.25
Brisbane premium 7.0
Brisbane A grade 7.75-8.75
Melbourne A grade 7.74-8
Canberra A grade 7.75-8.75
Singapore 
International grade A 3.75-4.0
Grade A CBD 4.0-4.25
Retail 
Australia 
Sydney CBD 5.25-6.75
Sub regional (NSW) 5.75-8.75
Sub regional (QLD) 5.75-8.0
Sub regional (VIC) 5.75-8.5
Singapore 
Primary (Orchard Road) 4.5-5.25
Suburban 5.25-5.75
Industrial 
Australia 
 (Sydney, Outer West) 
Distribution centre 8.25-9.25
Industrial estate 7.88-8.25
Singapore 
Factory 7.0-8.0%
Distribution centre 7.0-8.0%
Business park 6.5-7.0%

Source: A-REIT and S-REIT announcements, Daiwa estimates 
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Long WALEs are now desirable 
Second, the stability offered by long leases and WALEs, 
by far more common in Australia than in Singapore, is 
no longer viewed as a liability post the global financial 
crisis. Locking in a predictable income stream with 
occasional step-up rents and matching it with long-
term fixed-rate financing should add a desirable level 
of stability in most S-REIT portfolios.  
 
Positive investment experience 
Third, the track record for almost all S-REITs that have 
completed Australian-property acquisitions in recent 
years has been highly positive, given the resilience of 
the Australian economy and currency and overall 
quality (in our opinion) of the assets acquired. 
Moreover, the stability of the economy and currency 
are no longer considered risk factors, especially viewed 
against the recent weakness (from 2Q12) of the 
Singapore economy. Furthermore, those S-REITs with 
little exposure to Australia would also benefit from the 
geographic diversification in a generally stable property 
market. For these reasons, we have noticed a big 
change in the unitholders’ receptiveness when the 
acquisitions of Australian assets are announced.  
 
Singapore-backed deal flows likely to 
continue 
We are likely to see more deals for Australian assets by 
S-REITs, as the positive factors we cited above have not 
changed. According to the local press (The Australian), 
in the middle of last year Mapletree Logistics Trust had 
been in long-running discussions with Stockland (SGP 
AU, Not rated) to acquire its AUD500m logistics 
portfolio, which apparently fell through. (It would have 
been the largest acquisition by an S-REIT in the 
Australian market.) With a longer operating history, A-
REITs continually conduct strategic reviews and 
reassess their portfolios, and this could allow 
opportunities for asset divestments. We would not be 
surprised if a healthcare S-REIT ventured into the 
nursing home, or other health-related sectors. 
 
Australand: exit CapitaLand? 
As many S-REITs are looking to increase their 
exposure to Australia, CapitaLand is undergoing a 
strategic review of its own, which could lead to its 
divestment of Australand, an investment which it has 
held since Australand’s listing in June 1997 
(CapitaLand’s new CEO has stated that Australand is a 
non-core asset, see next paragraph). DBS Land 
(subsequently merged with Pidemco Land to form 
CapitaLand in 2000) bought the assets that formed 
Australand from the Hooker Corporation’s receiver in 
1995 (for their eventual listing). Australand is now a 
stapled group that comprises Australand Holdings 

Limited, Australand Property Trust, Australand 
Property Trust No.4 and Australand Property Trust 
No.5. 
 
A big deal 
We believe CapitaLand’s possible exit could lead to the 
largest M&A deal in the A-REIT sector this year. 
Capitaland’s new CEO, Mr. Lim Ming Yan, publically 
announced (on 3 January 2013) a more streamlined 
corporate structure and his intention to conduct a 
review of the company’s investments outside of 
Singapore and China, its two core markets. At the 
briefing, he also referred to Australand as only a 
‘financial investment’ (with limited integration with the 
rest of the CapitaLand group). 
 
The market may have gotten wind of CapitaLand’s new 
stance on Australand as early as late last year. On 7 
December 2013, the GPT Group (GPT AU, Not rated) 
made an indicative, though unsolicited and highly 
conditional, proposal to acquire Australand’s 
investment property portfolio and commercial and 
industrial business for a cash consideration at a 
AUD140m premium to its 30 June 2012 book value 
(Australand clarified that the premium represented 
AUD0.234 per share, 7% above its NTA of AUD3.46 
per share at the time).  
 
However, Australand’s residential business would have 
remained separately listed on the Australia Stock 
Exchange and the proposal was promptly rejected by 
Australand’s board as it did not ‘adequately 
compensate security holders for the transaction costs, 
structural inefficiencies and uncertainty as to the 
trading value of the residential business’. The rebuke 
has apparently not deterred GPT’s management from 
making another proposal in the future. 
 
Meanwhile, it was reported in the local press (The 
Australian Financial Review) on 18 December 2012 
that Mirvac (MGR AU, Not rated) was considering an 
AUD7bn merger plan for Australand, a deal that would 
create one of the largest diversified real estate 
investment trusts in the country. According to some 
market observers, Mirvac’s business scope and breadth 
could also be the most complementary (of all the A-
REITs) for Australand. Australand announced 
subsequently that it had not received any such 
proposal. 
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 Australand: asset composition (as at 31 December 2012) 
Area Book value* WALE Occupancy Cap rate

Property type Number sq m AUDm years (%) (%)
Industrial 49 891,423 1,102.8 6.1 100.0 8.59
Office 13 250,539 1,048.4 4.9 94.9 7.58
Other 4 1,053 22.1 7.8 100.0 7.6
Sub-total 66 1,143,015 2,173.3 5.5 97.6 8.09
Under development 3 62,731 112.6 n.a n.a n.a
Total 69 1,205,746 2,285.9 5.5 97.6 8.09

Source: Australand 

 
 

 Australand: assets by geography (as at 31 December 2012)  

Source: Australand 

 
 

 
 Major A-REITs: valuations and key financial data 

FY13E FY14E FY13E FY14E 10-yr FY13E FY14E Latest  Latest FY13E FY14E FY13E FY14E
 Price  Mkt cap  DPS  DPS Yield Yield bond yld Yld sprd Yld sprd BVPS PBR  gearing  FFO/shr  FFO/shr P/FFO P/FFO

A-REITs AUD USDbn AUD AUD (%) (%) (%) (%) (%) AUD (x) (%) AUD AUD (x) (x)
Westfield Group WDC AU 11.06 25.4 0.51 0.537 4.6 4.9 3.6 1.1 1.3 6.79 1.63 31.9 0.686 0.72 16.1 15.4
Westfield Retail Trust WRT AU 3.13 9.9 0.192 0.2 6.1 6.4 3.6 2.6 2.8 3.37 0.93 21.8 0.193 0.2 16.2 15.7
Stockland SGP AU 3.70 8.3 0.24 0.241 6.5 6.5 3.6 2.9 3.0 3.49 1.06 27.6 0.24 0.262 15.4 14.1
Goodman Group GMG AU 4.60 8.4 0.195 0.212 4.2 4.6 3.6 0.7 1.0 2.64 1.74 21.1 0.33 0.35 13.9 13.1
GPT Group GPT AU 3.85 7.0 0.204 0.211 5.3 5.5 3.6 1.7 1.9 3.73 1.03 21.7 0.243 0.25 15.8 15.4
CFS Retail Trust CFX AU 2.06 5.9 0.14 0.14 6.8 6.8 3.6 3.2 3.2 2.05 1.00 27.9 0.14 0.14 14.7 14.7
Mirvac Group MGR AU 1.61 5.6 0.087 0.091 5.4 5.7 3.6 1.9 2.1 1.64 0.98 23.8 0.11 0.118 14.6 13.6
Dexus Property Group DXS AU 1.05 5.2 0.059 0.06 5.6 5.7 3.6 2.1 2.2 1.03 1.02 29.0 0.078 0.078 13.5 13.5
Commonwealth Property Office CPA AU 1.10 2.6 0.064 0.067 5.8 6.1 3.6 2.3 2.6 1.15 0.95 25.1 0.084 0.086 13.0 12.7
Australand Property Group ALZ AU 3.44 2.1 0.22 0.223 6.4 6.5 3.6 2.8 2.9 3.49 0.99 32.2 0.26 0.27 13.2 12.7

Source: Bloomberg 

Note: prices as of close on 21 February 2013 
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John HETHERINGTON (852) 2773 8787 john.hetherington@hk.daiwacm.com 
Regional Deputy Head of Asia Pacific Research; Regional Head of Product Management

Pranab Kumar SARMAH (852) 2848 4441 pranab.sarmah@hk.daiwacm.com 
Regional Head of Research Promotion 

Mingchun SUN (852) 2773 8751 mingchun.sun@hk.daiwacm.com 
Head of China Research; Chief Economist (Regional) 

Dave DAI (852) 2848 4068 dave.dai@hk.daiwacm.com 
Deputy Head of Hong Kong and China Research; Pan-Asia/Regional Head of Clean 
Energy and Utilities; Utilities; Power Equipment; Renewables (Hong Kong, China) 

Kevin LAI (852) 2848 4926 kevin.lai@hk.daiwacm.com 
Deputy Head of Regional Economics; Macro Economics (Regional) 

Chi SUN (852) 2848 4427 chi.sun@hk.daiwacm.com 
Macro Economics (China) 

Christie CHIEN (852) 2848 4482 christie.chien@hk.daiwacm.com 
Macro Economics (Taiwan) 

Jonas KAN (852) 2848 4439 jonas.kan@hk.daiwacm.com 
Head of Hong Kong Research; Head of Hong Kong and China Property; Regional 
Property Coordinator; Property Developers (Hong Kong) 

Jeff CHUNG (852) 2773 8783 jeff.chung@hk.daiwacm.com 
Automobiles and Components (China) 

Grace WU (852) 2532 4383 grace.wu@hk.daiwacm.com 
Head of Greater China FIG; Banking (Hong Kong, China) 

Jerry YANG (852) 2773 8842 jerry.yang@hk.daiwacm.com 
Banking (Taiwan)/Diversified Financials (Taiwan and China) 

Leon QI (852) 2532 4381 leon.qi@hk.daiwacm.com 
Banking (Hong Kong, China) 

Joseph HO (852) 2848 4443 joseph.ho@hk.daiwacm.com 
Head of Industrials and Machineries (Hong Kong, China); Capital Goods –Electronics 
Equipments and Machinery (Hong Kong, China) 

Winston CAO (852) 2848 4469 winston.cao@hk.daiwacm.com 
Capital Goods – Machinery (China) 

Bing ZHOU (852) 2773 8782 bing.zhou@hk.daiwacm.com 
Consumer/Retail (Hong Kong, China); Hotels, Restaurants and Leisure - Casinos and 
Gaming (Hong Kong, Macau) 

Cris XU (852) 2773 8736 cris.xu@hk.daiwacm.com 
Household & Personal Products (China) 

Eric CHEN (852) 2773 8702 eric.chen@hk.daiwacm.com 
Pan-Asia/Regional Head of IT/Electronics; Semiconductor/IC Design (Regional)

Felix LAM (852) 2532 4341 felix.lam@hk.daiwacm.com 
Head of Materials (Hong Kong, China); Cement and Building Materials (China, 
Taiwan); Property (China) 

John CHOI (852) 2773 8730 john.choi@hk.daiwacm.com 
Head of Multi-Industries (Hong Kong, China); Small/Mid Cap (Regional);  
Internet (China) 

Joey CHEN (852) 2848 4483 joey.chen@hk.daiwacm.com 
Steel (China) 

Kelvin LAU (852) 2848 4467 kelvin.lau@hk.daiwacm.com 
Head of Transportation (Hong Kong, China); Hong Kong and China Research 
Coordinator; Transportation (Regional) 

Jibo MA (852) 2848 4489 jibo.ma@hk.daiwacm.com 
Head of Custom Products Group; Custom Products Group 

Thomas HO (852) 2773 8716 thomas.ho@hk.daiwacm.com 
Custom Products Group   

   

PHILIPPINES 

Rommel RODRIGO (63) 2 813 7344  
ext 302 

rommel.rodrigo@dbpdaiwacm.com.ph 

Head of Philippines Research; Strategy; Capital Goods; Materials 
 
 

SOUTH KOREA   

Chang H LEE (82) 2 787 9177 chlee@kr.daiwacm.com 
Head of Korea Research; Strategy; Banking/Finance 

Sung Yop CHUNG (82) 2 787 9157 sychung@kr.daiwacm.com 
Pan-Asia Co-head/Regional Head of Automobiles and Components; Automobiles; 
Shipbuilding; Steel 

Jun Yong BANG (82) 2 787 9168 junyong.bang@kr.daiwacm.com 
Automobiles and Components; Chemical

Anderson CHA (82) 2 787 9185 anderson.cha@kr.daiwacm.com 
Banking/Finance  

Mike OH (82) 2 787 9179 mike.oh@kr.daiwacm.com 
Capital Goods (Construction and Machinery) 

Sang Hee PARK (82) 2 787 9165 sanghee.park@kr.daiwacm.com 
Consumer/Retail

Jae H LEE (82) 2 787 9173 jhlee@kr.daiwacm.com 
IT/Electronics (Tech Hardware and Memory Chips) 

Joshua OH (82) 2 787 9176 joshua.oh@kr.daiwacm.com 
IT/Electronics (Handset Components)

Thomas Y KWON (82) 2 787 9181 yskwon@kr.daiwacm.com 
Pan-Asia Head of Internet & Telecommunications; Software (Korea) – Internet/On-line Game

 

TAIWAN  

Mark CHANG (886) 2 8758 6245 mark.chang@daiwacm-cathay.com.tw 
Head of Research; Regional Head of Small/Medium Cap; Small/Medium Cap (Regional)

Birdy LU (886) 2 8758 6248 birdy.lu@daiwacm-cathay.com.tw 
IT/Technology Hardware (Handsets and Components) 

Christine WANG (886) 2 8758 6249 christine.wang@daiwacm-cathay.com.tw 
IT/Technology Hardware (PC Hardware)

Lynn CHENG (886) 2 8758 6253 lynn.cheng@daiwacm-cathay.com.tw 
IT/Electronics (Semiconductor)

Rita HSU (886) 2 8758 6254 rita.hsu@daiwacm-cathay.com.tw 
Small/Mid Cap

   

INDIA 

Punit SRIVASTAVA (91) 22 6622 1013 punit.srivastava@in.daiwacm.com 
Head of Research; Strategy; Banking/Finance 

Navin MATTA (91) 22 6622 8411 navin.matta@in.daiwacm.com 
Automobiles and Components

Saurabh MEHTA (91) 22 6622 1009 saurabh.mehta@in.daiwacm.com 
Capital Goods; Utilities

Mihir SHAH (91) 22 6622 1020 mihir.shah@in.daiwacm.com 
FMCG/Consumer

Deepak PODDAR (91) 22 6622 1016 deepak.poddar@in.daiwacm.com 

Materials   

Nirmal RAGHAVAN (91) 22 6622 1018 nirmal.raghavan@in.daiwacm.com 
Oil and Gas; Utilities  

   

SINGAPORE 

Adrian LOH (65) 6499 6548 adrian.loh@sg.daiwacm.com 
Head of Singapore Research, Regional Head of Oil and Gas; Oil and Gas (ASEAN and 
China); Capital Goods (Singapore) 

Srikanth VADLAMANI (65) 6499 6570 srikanth.vadlamani@sg.daiwacm.com 
Banking (ASEAN)

David LUM (65) 6329 2102 david.lum@sg.daiwacm.com 
Property and REITs  

Ramakrishna MARUVADA (65) 6499 6543 ramakrishna.maruvada@sg.daiwacm.com 
Head of ASEAN & India Telecommunications; Telecommunications (ASEAN & India)
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Daiwa’s Offices    

Office / Branch / Affiliate Address Tel Fax 

DAIWA SECURITIES GROUP INC    

HEAD OFFICE Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, Tokyo, 100-6753 (81) 3 5555 3111 (81) 3 5555 0661 

Daiwa Securities Trust Company One Evertrust Plaza, Jersey City, NJ 07302, U.S.A. (1) 201 333 7300 (1) 201 333 7726 

Daiwa Securities Trust and Banking (Europe) PLC (Head Office) 5 King William Street, London EC4N 7JB, United Kingdom  (44) 207 320 8000 (44) 207 410 0129 

Daiwa Europe Trustees (Ireland) Ltd Level 3, Block 5, Harcourt Centre, Harcourt Road, Dublin 2, Ireland (353) 1 603 9900 (353) 1 478 3469 

    

Daiwa Capital Markets America Inc Financial Square, 32 Old Slip, New York, NY10005, U.S.A. (1) 212 612 7000 (1) 212 612 7100 

Daiwa Capital Markets America Inc. San Francisco Branch 555 California Street, Suite 3360, San Francisco, CA 94104, U.S.A.  (1) 415 955 8100 (1) 415 956 1935 

Daiwa Capital Markets Europe Limited 5 King William Street, London EC4N 7AX, United Kingdom  (44) 20 7597 8000 (44) 20 7597 8600 

Daiwa Capital Markets Europe Limited, Frankfurt Branch Trianon Building, Mainzer Landstrasse 16, 60325 Frankfurt am Main,  
Federal Republic of Germany 

(49) 69 717 080 (49) 69 723 340 

Daiwa Capital Markets Europe Limited, Paris Representative Office 36, rue de Naples, 75008 Paris, France (33) 1 56 262 200 (33) 1 47 550 808 

Daiwa Capital Markets Europe Limited, London, Geneva Branch 50 rue du Rhône, P.O.Box 3198, 1211 Geneva 3, Switzerland  (41) 22 818 7400 (41) 22 818 7441 

Daiwa Capital Markets Europe Limited,  
Moscow Representative Office 

Midland Plaza 7th Floor, 10 Arbat Street, Moscow 119002,  
Russian Federation 

(7) 495 641 3416 (7) 495 775 6238 

Daiwa Capital Markets Europe Limited, Bahrain Branch 7th Floor, The Tower, Bahrain Commercial Complex, P.O. Box 30069,  
Manama, Bahrain 

(973) 17 534 452 (973) 17 535 113 

Daiwa Capital Markets Hong Kong Limited Level 28, One Pacific Place, 88 Queensway, Hong Kong (852) 2525 0121 (852) 2845 1621 

Daiwa Capital Markets Singapore Limited 6 Shenton Way #26-08, DBS Building Tower Two, Singapore 068809,  
Republic of Singapore 

(65) 6220 3666 (65) 6223 6198 

Daiwa Capital Markets Australia Limited Level 34, Rialto North Tower, 525 Collins Street, Melbourne,  
Victoria 3000, Australia 

(61) 3 9916 1300 (61) 3 9916 1330 

DBP-Daiwa Capital Markets Philippines, Inc 18th Floor, Citibank Tower, 8741 Paseo de Roxas, Salcedo Village,  
Makati City, Republic of the Philippines 

(632) 813 7344 (632) 848 0105 

Daiwa-Cathay Capital Markets Co Ltd 14/F, 200, Keelung Road, Sec 1, Taipei, Taiwan, R.O.C. (886) 2 2723 9698 (886) 2 2345 3638 

Daiwa Securities Capital Markets Korea Co., Ltd.  One IFC, 10 Gukjegeumyung-Ro, Yeouido-dong, Yeongdeungpo-gu, 
Seoul, 150-876, Korea  

(82) 2 787 9100 (82) 2 787 9191 

Daiwa Securities Capital Markets Co Ltd,  
Beijing Representative Office 

Room 3503/3504, SK Tower,  
No.6 Jia Jianguomen Wai Avenue, Chaoyang District,  
Beijing 100022, People’s Republic of China 

(86) 10 6500 6688 (86) 10 6500 3594 

Daiwa SSC Securities Co Ltd 45/F, Hang Seng Tower, 1000 Lujiazui Ring Road,  
Pudong, Shanghai 200120, People’s Republic of China 

(86) 21 3858 2000 (86) 21 3858 2111 

Daiwa Securities Capital Markets Co. Ltd,  
Bangkok Representative Office 

18th Floor, M Thai Tower, All Seasons Place, 87 Wireless Road,  
Lumpini, Pathumwan, Bangkok 10330, Thailand 

(66) 2 252 5650 (66) 2 252 5665 

Daiwa Capital Markets India Private Ltd 10th Floor, 3 North Avenue, Maker Maxity, Bandra Kurla Complex,  
Bandra East, Mumbai – 400051, India 

(91) 22 6622 1000 (91) 22 6622 1019 

Daiwa Securities Capital Markets Co. Ltd,  
Hanoi Representative Office 

Suite 405, Pacific Palace Building, 83B, Ly Thuong Kiet Street,  
Hoan Kiem Dist. Hanoi, Vietnam 

(84) 4 3946 0460 (84) 4 3946 0461 

    

DAIWA INSTITUTE OF RESEARCH LTD    

HEAD OFFICE 15-6, Fuyuki, Koto-ku, Tokyo, 135-8460, Japan (81) 3 5620 5100 (81) 3 5620 5603 

MARUNOUCHI OFFICE Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, Tokyo, 100-6756 (81) 3 5555 7011 (81) 3 5202 2021 

    

New York Research Center 11th Floor, Financial Square, 32 Old Slip, NY, NY 10005-3504, U.S.A. (1) 212 612 6100 (1) 212 612 8417 

London Research Centre 3/F, 5 King William Street, London, EC4N 7AX, United Kingdom (44) 207 597 8000 (44) 207 597 8550 
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Disclaimer 
 

 

 

This publication is produced by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent 
expressly provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure, 
distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Group 
Inc. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness 
of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon 
this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the 
securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, 
opinion or advice expressed in this publication may not necessarily reflect those of Daiwa Securities Capital Markets Co. Ltd., and/or its affiliates nor any of its respective directors, officers, 
servants and employees except where the publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with 
respect to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. 
 
Daiwa Securities Group Inc., its subsidiaries or affiliates, or its or their respective directors, officers and employees from time to time have trades as principals, or have positions in, or have 
other interests in the securities of the company under research including derivatives in respect of such securities or may have also performed investment banking and other services for the 
issuer of such securities. The following are additional disclosures. 
 
Japan 
Daiwa Securities Co. Ltd. and Daiwa Securities Group Inc.  
Daiwa Securities Co. Ltd. is a subsidiary of Daiwa Securities Group Inc. 
Investment Banking Relationship 

Within the preceding 12 months, The subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or secondary offerings (excluding straight bonds) of 
the securities of the following companies:  Rexlot Holdings Limited (555 HK); China Outfitters Holdings Limited (1146 HK); Beijing Jingneng Clean Energy Co. Limited (579 HK); Infraware 
Inc. (041020 KS); Jiangnan Group Limited (1366 HK); Huadian Fuxin Energy Corporation Limited (816 HK). 

*Subsidiaries of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited, Daiwa Capital Markets Singapore 
Limited, Daiwa Capital Markets Australia Limited, Daiwa Capital Markets India Private Limited, Daiwa-Cathay Capital Markets Co., Ltd., Daiwa Securities Capital Markets Korea Co., Ltd. 
 
Hong Kong  
This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (“DHK”) which is regulated by the Hong Kong Securities and Futures Commission. Recipients of this 
research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
Investment Banking Relationship 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
Relevant Relationship (DHK) 
DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage. 
DHK market making 
DHK may from time to time make a market in securities covered by this research. 

 
 

 
Singapore 
This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert investors and institutional 
investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time. By virtue of distribution to these category of 
investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to 
disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its representative’s interest in securities). Recipients of this research in Singapore may contact Daiwa Capital Markets 
Singapore Limited in respect of any matter arising from or in connection with the research. 
 
Australia 
This research is distributed in Australia by Daiwa Capital Markets Stockbroking Limited and it may only be distributed in Australia to wholesale investors within the meaning of the 
Corporations Act. Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking Limited in respect of any matter arising from or in connection with the research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
 
India 
This research is distributed by Daiwa Capital Markets India Private Limited (DAIWA) which is an intermediary registered with Securities & Exchange Board of India. This report is not to be 
considered as an offer or solicitation for any dealings in securities. While the information in this report has been compiled by DAIWA in good faith from sources believed to be reliable, no 
representation or warranty, express of implied, is made or given as to its accuracy, completeness or correctness. DAIWA its officers, employees, representatives and agents accept no liability 
whatsoever for any loss or damage whether direct, indirect, consequential or otherwise howsoever arising (whether in negligence or otherwise) out of or in connection with or from any use of or 
reliance on the contents of and/or omissions from this document. Consequently DAIWA expressly disclaims any and all liability for, or based on or relating to any such information contained 
in or errors in or omissions in this report. Accordingly, you are recommended to seek your own legal, tax or other advice and should rely solely on your own judgment, review and analysis, in 
evaluating the information in this document. The data contained in this document is subject to change without any prior notice DAIWA reserves its right to modify this report as maybe 
required from time to time. DAIWA is committed to providing independent recommendations to its Clients and would be happy to provide any information in response to any query from its 
Clients. This report is strictly confidential and is being furnished to you solely for your information. The information contained in this document should not be reproduced (in whole or in part) 
or redistributed in any form to any other person. We and our group companies, affiliates, officers, directors and employees may from time to time, have long or short positions, in and buy sell 
the securities thereof, of company(ies) mentioned herein or be engaged in any other transactions involving such securities and earn brokerage or other compensation or act as advisor or have 
the potential conflict of interest with respect to any recommendation and related information or opinion. DAIWA prohibits its analyst and their family members from maintaining a financial 
interest in the securities or derivatives of any companies that the analyst cover. This report is not intended or directed for distribution to, or use by any person, citizen or entity which is resident 
or located in any state or country or jurisdiction where such publication, distribution or use would be contrary to any statutory legislation, or regulation which would require DAIWA and its 
affiliates/ group companies to any registration or licensing requirements. The views expressed in the report accurately reflect the analyst’s personal views about the securities and issuers that 
are subject of the Report, and that no part of the analyst’s compensation was, is or will be directly or indirectly, related to the recommendations or views expressed in the Report. This report 
does not recommend to US recipients the use of Daiwa Capital Markets India Private Limited or any of its non – US affiliates to effect trades in any securities and is not supplied with any 
understanding that US recipients will direct commission business to Daiwa Capital Markets India Private Limited. 
 
Taiwan 
This research is distributed in Taiwan by Daiwa-Cathay Capital Markets Co., Ltd and it may only be distributed in Taiwan to institutional investors or specific investors who have signed 
recommendation contracts with Daiwa-Cathay Capital Markets Co., Ltd in accordance with the Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. Recipients of this research in Taiwan may contact Daiwa-Cathay Capital Markets Co., Ltd in respect of any matter arising from or in connection with the research. 
 
Philippines 
This research is distributed in the Philippines by DBP-Daiwa Capital Markets Philippines, Inc. which is regulated by the Philippines Securities and Exchange Commission and the Philippines 
Stock Exchange, Inc. Recipients of this research in the Philippines may contact DBP-Daiwa Capital Markets Philippines, Inc. in respect of any matter arising from or in connection with the 
research. DBP-Daiwa Capital Markets Philippines, Inc. recommends that investors independently assess, with a professional advisor, the specific financial risks as well as the legal, regulatory, 
tax, accounting, and other consequences of a proposed transaction. DBP-Daiwa Capital Markets Philippines, Inc. may have positions or may be materially interested in the securities in any of 
the markets mentioned in the publication or may have performed other services for the issuers of such securities. 
For relevant securities and trading rules please visit SEC and PSE Link at http://www.sec.gov.ph/irr/AmendedIRRfinalversion.pdf and http://www.pse.com.ph/ respectively. 
 
United Kingdom 
This research report is produced by Daiwa Securities Capital Markets Co., Ltd and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited in the European Union, Iceland, 
Liechtenstein, Norway and Switzerland. Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial Services Authority (“FSA”) and is a member of the London Stock 
Exchange, Chi-X, Eurex and NYSE Liffe. Daiwa Capital Markets Europe Limited and its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing 
transactions with the issuers of the securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the 
Securities or options thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of Daiwa Capital Markets Europe 
Limited and its affiliates may have positions and effect transactions in such securities or options and may serve as Directors of such issuers. Daiwa Capital Markets Europe Limited may, to the 
extent permitted by applicable UK law and other applicable law or regulation, effect transactions in the Securities before this material is published to recipients. 
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This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FSA and should not therefore be distributed to such Retail 
Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that the 
protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not be available. 
 
Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at 
http://www.uk.daiwacm.com/about-us/corporate-governance-and-regulatory. Regulatory disclosures of investment banking relationships are available at 
https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
 

Germany 

This document has been approved by Daiwa Capital Markets Europe Limited and is distributed in Germany by Daiwa Capital Markets Europe Limited, Niederlassung Frankfurt which is 
regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) for the conduct of business in Germany. 

Bahrain 

This research material is issued/compiled by Daiwa Capital Markets Europe Limited, Bahrain Branch, regulated by The Central Bank of Bahrain and holds Investment Business Firm – 
Category 2 license and having its official place of business at the Bahrain World Trade Centre, South Tower, 7th floor, P.O. Box 30069, Manama, Kingdom of Bahrain. Tel No. +973 17534452 
Fax No. +973 535113 

This material is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be made at your own discretion 
and risk. Accordingly, no representation or warranty, express or implied, is made as to and no reliance should be placed on the fairness, accuracy, completeness or correctness of the 
information and opinions contained in this document, Content herein is based on information available at the time the research material was prepared and may be amended or otherwise 
changed in the future without notice. All information is intended for the private use of the person to whom it is provided without any liability whatsoever on the part of Daiwa Capital Markets 
Europe Limited, Bahrain Branch, any associated company or the employees thereof. If you are in doubt about the suitability of the product or the research material itself, please consult your 
own financial adviser. Daiwa Capital Markets Europe Limited, Bahrain Branch retains all rights related to the content of this material, which may not be redistributed or otherwise transmitted 
without prior consent. 
 
United States 
This report is distributed in the U.S. by Daiwa Capital Markets America Inc. (DCMA). It may not be accurate or complete and should not be relied upon as such. It reflects the preparer’s views 
at the time of its preparation, but may not reflect events occurring after its preparation; nor does it reflect DCMA’s views at any time. Neither DCMA nor the preparer has any obligation to 
update this report or to continue to prepare research on this subject.  This report is not an offer to sell or the solicitation of any offer to buy securities. Unless this report says otherwise, any 
recommendation it makes is risky and appropriate only for sophisticated speculative investors able to incur significant losses. Readers should consult their financial advisors to determine 
whether any such recommendation is consistent with their own investment objectives, financial situation and needs. This report does not recommend to U.S. recipients the use of any of 
DCMA’s non-U.S. affiliates to effect trades in any security and is not supplied with any understanding that U.S. recipients of this report will direct commission business to such non-U.S. 
entities. Unless applicable law permits otherwise, non-U.S. customers wishing to effect a transaction in any securities referenced in this material should contact a Daiwa entity in their local 
jurisdiction. Most countries throughout the world have their own laws regulating the types of securities and other investment products which may be offered to their residents, as well as a 
process for doing so. As a result, the securities discussed in this report may not be eligible for sales in some jurisdictions. Customers wishing to obtain further information about this report 
should contact DCMA: Daiwa Capital Markets America Inc., Financial Square, 32 Old Slip, New York, New York 10005 (telephone 212-612-7000). 
 
Ownership of Securities 
For “Ownership of Securities” information please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.  
 
Investment Banking Relationships 
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.  
 
DCMA Market Making 
For “DCMA Market Making” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
 
Research Analyst Conflicts 
For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The principal research analysts who prepared 
this report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their household) an officer, director or advisory board member of the 
issuer(s) covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did not receive any compensation from the issuer during the 
past 12 months except as noted: no exceptions. 
 
Research Analyst Certification 
For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The views about any 
and all of the subject securities and issuers expressed in this Research Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views of 
the firm producing the report if no individual analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the compensation of the firm if no individual 
analyst[s)] is named on the report) was, is, or will be directly or indirectly related to the specific recommendations or views contained in this Research Report. 
 
The following explains the rating system in the report as compared to relevant local indices, based on the beliefs of the author of the report.  
"1": the security could outperform the local index by more than 15% over the next six months. 
"2": the security is expected to outperform the local index by 5-15% over the next six months. 
"3": the security is expected to perform within 5% of the local index (better or worse) over the next six months. 
"4": the security is expected to underperform the local index by 5-15% over the next six months. 
"5": the security could underperform the local index by more than 15% over the next six months. 
 
Additional information may be available upon request. 
 
Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 
(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.) 
 
If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention to the 
following items.  
• In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in 

the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction.  
• In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of Japan.  
• For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the 

amount of the transaction will be in excess of the required collateral or margin requirements.  
• There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices, 

real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.  
• There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.  
• Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.  

*The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content of 
each transaction etc.  

 
When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions 
regarding the signing of the agreement with us.  
 
 Corporate Name:  Daiwa Securities Co. Ltd. 
  Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108  
 Memberships:  Japan Securities Dealers Association, Financial Futures Association of Japan 
  Japan Securities Investment Advisers Association 
  Type II Financial Instruments Firms Association 
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