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REBUTTAL to SABANA REIT Manager

VOTE AGAINST the Proposed Merger 

of Sabana and ESR REITs and

Increase the Value of Your Sabana Units

This presentation is a research report and is for informational purposes only. Opinions expressed are solely those of Quarz

Capital and Black Crane Capital and this is not a recommendation to purchase securities discussed herein. This presentation is

confidential and may not be reproduced or distributed without the expressed consent of Quarz Capital and Black Crane Capital.

Please refer to the next slide for additional disclosures.
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DISCLAIMER

As of the publication date of this report, Quarz Capital and Black Crane Capital and their affiliates (collectively "Quarz“ and “Black Crane”), others that contributed

research to this report and others that we have shared our research with (collectively, the “Authors”) have long positions in and own options on the stock of the

company covered herein (Sabana Shariah Compliant REIT) and stand to realize gains in the event that the price of the stock increases. Following publication of

the report, the Authors may transact in the securities of the company covered herein. All content in this report represent the opinions of Quarz and Black Crane.

The Authors have obtained all information herein from sources they believe to be accurate and reliable. However, such information is presented “as is”, without

warranty of any kind – whether express or implied. The Authors make no representation, express or implied, as to the accuracy, timeliness, or completeness of any

such information or with regard to the results obtained from its use. All expressions of opinion are subject to change without notice, and the Authors do not

undertake to update or supplement this report or any information contained herein.

This document is for informational purposes only and it is not intended as an official confirmation of any transaction. All market prices, data and other information

are not warranted as to completeness or accuracy and are subject to change without notice. The information included in this document is based upon selected

public market data and reflects prevailing conditions and the Authors’ views as of this date, all of which are accordingly subject to change. The Authors’ opinions

and estimates constitute a best efforts judgment and should be regarded as indicative, preliminary and for illustrative purposes only.

Any investment involves substantial risks, including, but not limited to, pricing volatility, inadequate liquidity, and the potential complete loss of principal. This

report’s estimated fundamental value only represents a best efforts estimate of the potential fundamental valuation of a specific security, and is not expressed as,

or implied as, assessments of the quality of a security, a summary of past performance, or an actionable investment strategy for an investor.

This document does not in any way constitute an offer or solicitation of an offer to buy or sell any investment, security, or commodity discussed herein or of any of

the affiliates of the Authors. Also, this document does not in any way constitute an offer or solicitation of an offer to buy or sell any security in any jurisdiction in

which such an offer would be unlawful under the securities laws of such jurisdiction. To the best of the Authors’ abilities and beliefs, all information contained

herein is accurate and reliable. The Authors reserve the rights for their affiliates, officers, and employees to hold cash or derivative positions in any company

discussed in this document at any time. As of the original publication date of this document, investors should assume that the Authors are long units of Sabana

Shariah Compliant REIT and have positions in financial derivatives that reference this security and stand to potentially realize gains in the event that the market

valuation of the company’s common equity is higher than prior to the original publication date. These affiliates, officers, and individuals shall have no obligation to

inform any investor about their historical, current, and future trading activities. In addition, the Authors may benefit from any change in the valuation of any other

companies, securities, or commodities discussed in this document. Analysts who prepared this report are compensated based upon (among other factors) the

overall profitability of the Authors’ operations and their affiliates. The compensation structure for the Authors’ analysts is generally a derivative of their effectiveness

in generating and communicating new investment ideas and the performance of recommended strategies for the Authors. This could represent a potential conflict

of interest in the statements and opinions in the Authors’ documents.

The information contained in this document may include, or incorporate by reference, forward- looking statements, which would include any statements that are not

statements of historical fact. Any or all of the Authors’ forward-looking assumptions, expectations, projections, intentions or beliefs about future events may turn out

to be wrong. These forward-looking statements can be affected by inaccurate assumptions or by known or unknown risks, uncertainties and other factors, most of

which are beyond the Authors’ control. Investors should conduct independent due diligence, with assistance from professional financial, legal and tax experts, on

all securities, companies, and commodities discussed in this document and develop a stand-alone judgment of the relevant markets prior to making any

investment decision.

LEGAL DISCLAIMER
Quarz Capital and Black Crane Capital
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Proposed Merger is DPU Dilutive (Value Destructive)
Quarz Capital and Black Crane Capital

• For the new retail component at 151 Lorong Chuan, we 

assume a gross rent of ~S$12.5 psf per month

• We have collected a sizeable no. of ads from various 

websites such as Commercialguru and Citicommercial 

which show retail asking rent at 151 Lorong Chuan’s from 

~S$10.5-S$14.5 psf (data available upon request) 

• A number of Sabana unitholders who are property agents 

have also kindly provided rental details of the retail 

component which correspond to the above data 

• We ask Sabana REIT Manager not to mislead 

its independent unitholders with wrong data!

• We assume 100% occupancy rate and a ~70% NPI 

Margin 

• The 70% NPI Margin is based on NPI of >73% reported 

by Retail REITs in SG.

• Sabana Manager’s assumption of a lower NPI of 65% 

raises serious doubts about the Manager’s 

competence.

• Based on the above, we forecast a DPU 

contribution of 0.301 cents (+13% DPU 

upside) from 151 Lorong Chuan 

• The full year contribution from the retail 

component already exceeds the DPU 

accretion from the proposed merger!!

Underperforming Manager with ‘no 

plan’ and ‘full of excuses’

Weak excuses from Sabana Manager

NPI margins from other SG retails 

REITs are far above what Sabana 

Manager assumes. Another example 

of lowballing Sabana unitholders to 

accept a value destructive offer?
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Proposed Merger is DPU Dilutive (Value Destructive)
Quarz Capital and Black Crane Capital

1: Add back of provisions and annualizing 1H2020 NPI

• The Sabana REIT manager has confirmed in 3Q2020

business update that:

A. Finance cost has been lowered from 3.8% to 3.2%

B. Occupancy rate has increased from 77% to 80.2%

• On S$290m of debt, cost savings from a ~60bps 

reduction finance cost is approx. ~S$1.7m p.a., 0.16 

cents (+ DPU of ~6.7%)

• On estimated NPI of S$46m1 p.a, ~330bps of increase in 

occupancy rate adds ~S$1.84m, 0.17 cents (+DPU of 

~7.2%)

• Including the DPU from retail component in

151 Lorong Chuan, the total DPU increase

from these 3 levers is potentially >27%

• THE 27% GROWTH IS SUBSTANTIALLY 

HIGHER when compared to the DPU of 12.9% 

in the merger proposal 

• We ask: Why does the manager not provide 

this data and forecast to all unitholders?

• ARE they worried that the data will clearly 

show that the proposed merger is in fact 

DPU- De-cretive/Dilutive and VALUE 

DESTRUCTIVE TO SABANA UNITHOLDERS?

Why is Sabana Manager not 

providing clear data to unitholders?

Retail space at 151 Lorong Chuan 

being advertised for S$14-15 psf/mth
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Redevelopment Opportunities @ Sabana REIT
Quarz Capital and Black Crane Capital

• Both Sabana and ESR REIT Managers have complained 

that a construction cost of S$144 psf for a ramp-up 

logistic/warehouse facility is ‘impossible/cannot be done!’ 

• They state that they can only do the project at a 

‘substantially higher price’  

• Soilbuild Trust in March 2020 presented plans and has 

started executing on the redevelopment of 2 Pioneer 

Sector into a ramp up warehouse/logistic facility

• The plan implies construction cost of S$132psf

respectively

• We ask our Sabana Manager: 

 Why is it that other managers execute on 

redevelopment projects at attractive cost 

and ‘get the job done’, Sabana manager 

‘whines’ and comes up with ‘excuses’ on 

why ‘it cannot be done at this cost’?

 Does Sabana REIT manager know how to 

undertake redevelopment projects?

 Should Sabana REIT manager take 

lessons and ‘be educated’ by Soilbuild 

REIT Managers on how to undertake 

redevelopment projects at attractive cost?

Should Sabana Manager sign up for 

redevelopment lessons from 

Soilbuild Trust?
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Redevelopment Opportunities @ Sabana REIT
Quarz Capital and Black Crane Capital

• During the 16-20 months of construction period, Sabana 

REIT can use capital distribution to replace dividend lost 

temporarily due to the redevelopment 

• REITs such as ESR REIT, Keppel REIT, AIMS APAC, 

Capitaland China Retail Trust have all done this

• We urge Sabana REIT manager to ‘watch and learn from 

their peers’ if they have no knowledge of how to execute, 

instead of coming up with excuses

• Once the redevelopment is completed, capital distribution 

will ease as additional rental income kicks in 

• Instead of acting like a ‘sitting duck’ and 

giving ‘it cannot be done excuses’ again 

please come up with a win-win solution with 

Mapletree and AIMS to redevelop 33&35 

Penjuru Lane efficiently (e.g. pay them for the 

use of their ramp or joint development to 

increase efficiency for every parties’ assets)

• Sabana Manager’s predecessor in 2016 and 2017 with 

the same portfolio have less unencumbered assets 

(more debt headroom) and higher leverage level

• It is clear that the lack of debt headroom now can be 

attributed to the current Sabana’s lack of capability. 

• If Sabana Manager cannot fix the problems, 

please resign and let more capable expertise 

do the job for you.

Sabana Manager, pls watch and 

learn from peers instead of coming 

up with ‘lame and lazy excuses’



7

12.0 9.9

16.7

61.4

0.0

6.4
12.3

81.3

0

10

20

30

40

50

60

70

80

<12 Years 12 to 20 Years 21 to 30 Year >31 Years

ESR REIT Sabana REIT

%
 o

f 
P

o
rt

fo
li

o
V

a
lu

a
ti

o
n

'Ticking time bomb' → >21% of 

ESR REIT's portfolio has leases of 

<21 years. In particular, 750-750E Chai Chee 

has lease of ~11 years with no updates 

on renewability of lease → sharper fall 

in book value as land lease term runs out 

>80% of Sabana 

portfolio has lease 

terms of >30 years,

substantially higher

than ESR REIT 

VOTE AGAINST the Proposed Merger
Quarz Capital and Black Crane Capital

REIT Manager Has Apparently NOT Critically Assessed ESR REIT’s Portfolio
>20% of ESR Portfolio on land leases of <21 years → Exponential decay in book value soon

ESR REIT has the highest leverage level among SGX-listed industrial REITs (Capital Raising Soon?)
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Figures from CY2Q2020 Financial Reports
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Merger Parameters not Fully Assessed
Quarz Capital and Black Crane Capital

Excerpt from BT article “Investors would be better served 

if IFAs were to widen the scope of their advice”

“DELOITTE & Touch as the IFA was not required to express 

any advice or give any opinion on the merits of the merger 

relative to any other alternative“

“…IFA… was not required to express a view on the "future 

growth prospects, financial position or earnings potential of 

Sabana Reit”

“…IFA has not looked into whether the pro forma accretion 

in Sabana Reit's distribution per unit (DPU) as a result of 

merger is any better than the standalone DPU growth the Reit 

would achieve anyway”

“…IFA did not compare the pro forma DPU and NAV 

numbers for the Sabana-ESR Reit merger with those 

precedent transactions.

Had it done so, it would have been able to inform 

unitholders of Sabana Reit that they are being treated 

relatively poorly.”

Why did Sabana REIT manager not consider adjusted 

GXR ratio due to the ‘artificially inflated’ ESR REIT 

distribution vs Sabana 1) capital distribution in 2018 & 

2019 2) higher leverage ratio, 3) payment of management 

fees in units

Is Sabana REIT Manager again not acting in unitholder’s 

best interest, but rather choosing to favour ESR REIT 

metrics? 

‘Questionable claims’ from 

Sabana Manager that range of 

parameters have been assessed



9

The Way Forward for a Stronger Sabana REIT
Quarz Capital and Black Crane Capital

• Sabana unitholders pay Sabana REIT manager 

~S$4.6million p.a to have a clear strategy to improve the 

DPU and unit price

• Sabana Manager HAS NOT PRESENTED ANY 

ALTERNATIVE PROPOSAL besides the value 

destructive merger with ESR REIT.

• Besides being clearly out of ideas, we believe Sabana 

Manager thinks that if it does not articulate its plans, it can 

continue to underperform and not be judged by not 

delivering on the plan!

• The 5 POINT PLAN is a CLEAR STRATEGY 

and WAY FORWARD for the NEW Internal 

Manager to potentially deliver >40% of DPU 

increase (Dvd Yield of >+9%) to all unitholders 

through:

1. Cost savings through internalization of REIT Manager 

(+ ~7.5% DPU) 

2. Complete and rent out retail component at 151 Lorong 

Chuan in 1Q2021 (+ ~13% DPU)

3. Lower finance cost to ~3.2% through refinance of 2021 

loans  (+ ~7% DPU)

4. Buy yield accretive assets and increase leverage to 

36% on NAV of S$0.551 (+ ~5% DPU)

5. Expedite on redevelopment of 151 Lorong Chuan and 

33&35 Penjuru Lane

Irony of a Manager with no plan and 

‘full of excuses’ criticizing others
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The Way Forward for a Stronger Sabana REIT
Quarz Capital and Black Crane Capital

• We are confident that Minority investors will stand 

together to remove the current Manager and approve 

the internal manager (internal manager structure 

similar to NetLink Trust):

1. ESR and Sabana REITs whose managers are majority 

owned by ESR Cayman are the WORST PERFORMING 

REITs YTD among their SGX-listed industrial peers. 

It is evident from the above that the REIT managers lack 

competence and execution capability. 

2. By removing the underperforming REIT Manager, all 

unitholders will no longer need to pay the hefty 

management fees. 

All the profits of the current REIT manager will be directed 

back to unitholders. The cost savings from the 

management fees will potentially increase DPU to all 

unitholders by ~7.5%. 

3. The current REIT manager endlessly “whines” about the 

difficulties and constraints due to the small asset base of 

Sabana REIT. The current REIT Manager has clearly run 

out of ideas to help Sabana unitholders 

Given their own admissions of their limitations, they 

should be replaced with competent professionals with 

expertise to develop and execute on value creating 

strategies for the REIT. 

• We are highly confident that the regulatory authorities 

will approve and support an internalized REIT 

Manager and grant the necessary licenses/approvals, 

if the majority of unitholders support this. 

Baseless ‘Scare Mongering 

Tactics’ will be defeated by well 

planned strategy
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Summary
Quarz Capital and Black Crane Capital

VOTE AGAINST THE Proposed Value Destructive Merger

• Sabana unitholders will receive less DPU in the Proposed Merger AND MORE DPU in 

standalone Sabana in 2021E. The potential >27% increase in DPU in 2021E (>8.5% Dvd Yld) 

from the standalone Sabana REIT are from:

Retail component at 151 Lorong Chuan +DPU of 0.301 cents (+13% DPU)

Occupancy rate increase from 77% to 80.2% in 3Q2020 +DPU ~0.16 cents (+ 6.7% DPU)

 Financing cost decrease from 3.8% to 3.2% in 3Q2020 +DPU ~0.17 cents (+7.2% DPU)

• A number of sizeable levers can still be executed to further increase DPU and unit price:

 Expedite on redevelopment of 151 Lorong Chuan and 33&35 Penjuru Lane

 Cost savings through internalization of REIT Manager (+ ~7.5% DPU) 

 Buy yield accretive assets and increase leverage to 36% on NAV of S$0.551 (+ ~5% DPU)

 Explore sale of the REIT or its assets for cash at close to NAV (+ ~40% potential upside)

We Look Forward to a Conflict Free, Re-Energized Sabana REIT with Strong 

Prospects to Increase Unit Price and Dividend Yield for all Unitholders!
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VOTE AGAINST the Proposed Merger
Quarz Capital and Black Crane Capital

VOTE AGAINST

the Proposed Merger



CONTACTS

📧 E-mail info@savesabanareit.com

📞 Tel +65 8684 6968/ 6904 3960 

LEGAL DISCLAIMER

Please read our full disclaimers in our presentation and on our website

where you subscribed. This communication is for informational and

educational purposes only and shall not be construed to constitute

investment advice. Nothing contained herein shall constitute a solicitation,

recommendation or endorsement to buy or sell any security or other

financial instrument or to buy any interests in any investment funds or

other accounts. Quarz and Black Crane and/or its affiliates or clients have

long positions in the company discussed herein, and stand to realize

gains in the event that the price of the stock increases. Quarz and Black

Crane and their clients/affiliates will transact in securities of the company

discussed herein subsequent to publication. The sender has no obligation

to update the information contained herein and may make investment

decisions that are inconsistent with the views expressed in this

communication. To the best of Quarz and Black Crane‘s knowledge, the

information contained herein is accurate and reliable, but the information

is presented "as is". The sender makes no representations or warranties

as to the accuracy, completeness or timeliness of the information, text,

graphics or other items contained in this communication. The sender

expressly disclaims all liability for errors or omissions in, or the misuse or

misinterpretation of, any information contained in this communication.


