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SF REIT (2191 HK) 
First logistics REITs in HK, riding the e-commence 
wave 

Riding the fast-growing e-commence market. We argue SF REIT has prime 

logistics properties to capture surging demand for modern logistic infrastructure. 

We expect the supply of logistic property in China/HK (CAGR: 2.0%/0.4%) cannot 

catch up the growing e-commerce market (CAGR: 13.2%/12.0%) during 

2021-25E. This will raise lease rate while maintain high occupancy rates.  

High income visibility backed by SFH connected tenants. SFH connected 

tenants contributed 77%/100%/78% monthly gross rental income for 

HK/Foshan/Wuhu property in FY20. We believe their stickiness is high given the 

tailor-made logistic facilities. On the other hand, SFH connected tenants have 

started to pay market rental from May 2021. SF REIT will see significant increase 

in average monthly rental for HK/Foshan/Wuhu property (+33%/+36%/+2% 

respectively). 

Preemption to acquire SFH’s logistics property assets. SF REIT has 

preemption to acquire SFH pipeline assets in 50 China cities. We estimate SF 

REIT is capable to raise debt of at least HK$1.0 bn under the 50% debt/gross 

asset value limit. SF REIT can acquire logistic properties similar to 2 Foshan 

Property or 4 Wuhu Property in terms of appraised value.  

Attractive dividend yield, M&A as re-rating catalyst. SF REIT is trading at 

annualized dividend yield at 6.4%, or >500bps above US 10 years treasury rate. 

We argue this reflects its highly concentrated tenant base and thin market liquidity. 

We think SF REIT may unveil near term M&A guidance in the upcoming 21H1 

results announcement, which could raise market attention. 

Risks. (1) Heavy reliance of SF connected tenants (2) Downturn in China/HK 

logistic property market; (3) Decline in appraised value of properties on hand; (4) 

possible share placement to fund acquisition. 

Source: Bloomberg, OP Research
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Key Data 
 

 HKEx code  2191 HK  

 12 Months High (HK$) 4.74  

 12 Month Low (HK$) 4.12  

 30D Avg Dail Vol. (mn) 1.4  

 Issue Unit (mn) 800  

 Market Cap (HK$mn) 3.44  

 Fiscal Year  12/2020  

 Major shareholder (s)  SF Holding(35.0%)  

 Source: Company data, Bloomberg, OP Research 

Closing price are as of 29/07/2021 

 

     
Price Chart 

 
 1mth 3mth 6mth 

Absolute % -2.3 N/A N/A 

Rel. MSCI HK % +3.5 N/A N/A 

Company prof i le  
SF REIT is the first logistics-focused REIT to be 

listed in Hong Kong. The investment focus of SF 

REIT shall be income-generating real estate 

globally, with an initial focus on logistics properties. 

The three Properties in SF REIT’s initial portfolio 

offer investors direct exposure to modern logistics 

properties in HK and China. In FY20, properties in 

HK and China contributed 88.3% and 11.7% of 

revenue respectively. 
 

 

Exhibit  1:  Financial  Summary 

Year to Dec (HK$ mn)  FY18 FY19 FY20 

Revenue (mn)  255.8 269.3 279.0 

  Growth (%)  N.A. +5.3  +3.6  

Net property income  194.0 207.3 216.2 

  Growth (%)  N.A. +6.9  +4.3  

Net Income(Loss) (mn)  298.0 174.8 26.9 

  Growth (%)  N.A. -41.3 -84.6 

ROE (%)  N.A. N.A. N.A. 

ROA (%)  N.A. N.A. N.A. 

EPS  N.A. N.A. N.A. 

P/E (x)  N.A. N.A. N.A. 

P/B (x)  N.A. N.A. N.A. 

Dividend yield (%)  N.A. N.A. N.A. 

EV/EBITDA (X)  N.A. N.A. N.A. 
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Fast-growing e-commence market boost 
demand for modern logistics properties 

We argue that the tight supply of logistics properties especially in HK and greater 

bay area will boost rent and occupancy. 

Exhibit 2: Location of SF REIT properties 

 
Source: Company 

Exhibit 3: Supply of logistics properties could not match with rapidly growing e-commence  

Market size for e-commerce in China and Hong Kong  
are expected to grow by double digit in 2020-25 

  

Total area of logistics properties in China and  
Hong Kong are expected to grow mildly in 2020-25 

 
Source: JLL 

JLL has expected net effective rent for modern logistics properties will resume 
uptrend in next few years. SF REIT expects there will be a 3-5% rental 
incremental for lease renewal in 2021. 

Exhibit 4: Modern logistics properties outlook in Hong Kong 

Vacancy rate for modern logistics properties will stay 
under 5% even with new supply in 2022 and 23 

  

JLL expected net effective rent for modern logistics 
property will resume uptrend

 

Source: JLL 
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Growth strategies 

Rent hike 

We believe (1) optimization of occupancy and (2) lease renewal would be the 
major drivers for asset revaluation to SF REIT.  

SF REIT has renewed lease term with SF connected parties from May 21. 
Thereafter, the average monthly rental rate for HK/Foshan/Wuhu property will be 
HK$139.3/49.9/27.4, up 33%/36%/2% respectively. We expect SF REIT can 
maintain 3-5% rental incremental for future renewal. 

More acquisitions 

SF REIT is expected to have a gearing ratio of ~33% to its gross asset value of 
the deposited properties (~HK$6.1bn) at the time of listing, implying at least 
HK$1.0 bn war chest for further acquisition under the 50% debt/gross asset value 
limit. 

SFH has granted SF REIT the right of preemption to acquire SFH pipeline assets 
in 50 China cities with total planned/completed construction area of 4.4 mn/1.7 
mn sqm. Many of these are modern logistics properties which have integrated 
facilities dedicated to the sorting, distribution and/or storage of goods.  

SFH’s sale-and-leaseback transaction with SF REIT is “Win-win” to both parties. 
We reckon SFH will rent more of these properties for a long period of time, given 
that they are tailored made for SFH operation and are strategically located in 
SFH’s logistic network. 

Exhibit 5: SF REIT Growth strategies 

The average monthly rental rate increased significantly 
after SFH connected tenants have to pay market rent 

rate from May 2021 

  

 
Current and projected debt level (unit: HK$ mn) 

 
Source: Company 
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Promising dividend outlook 

SF REIT has adopted a 100% distribution policy. The Company projected 
annualized DPU of HK$0.2747, which represents dividend yield of 6.4%.  

Exhibit 6: SF REIT revenue, profit and DPU forecast  

Period between 17 May 21 to 31 Dec 21 HK$mn 

Revenue 236.6 

Profit for the Forecast Period 112.4 

Distributable income 137.9 

Forecast DPU (HK$) 0.1724 

Annualised DPU(HK$) 0.2747 

Dividend yield(@closing price on 27 Jul 21) 6.4% 

Source: Company 

We believe SF REIT is attractively trading at 6.6% FY22E dividend yield when 
compared with HK-based REITs and logistics REITs in Singapore (5.1% and 
5.5% respectively). We argue SF REIT has stable dividend outlook given the 
stable tenant base and defensive portfolio. M&A and rental incremental will be the 
main growth drivers of dividend payout. 

Exhibit 7: Peer Group Comparison 

Company Ticker Price 

Mkt cap 

(US$m) 

3-mth avg 

t/o (US$m) 

Div yld 

Hist 

Div yld 

FY1 

Div yld 

FY2 

Div yld 

FY3 

Total debt/ 

Gross asset  

value Hist (%) 

Sh px  

1-mth % 

Sh px  

3-mth % 

SF REIT 2191 HK 4.28 440 N/A  N/A  4.8  6.6  6.8  33.0  (2.3) N/A  

            

HK REITs            

Adjusted sector avg* 

    

5.1  5.1  5.2  5.4  22.8  (9.4) 2.2  

Link Reit 823 HK 75.00  20,085  46.3  3.9  4.1  4.2  4.4  19.8  0.7  (1.3) 

Champion Reit 2778 HK 4.47  3,405  1.0  5.6  5.3  5.3  5.4  25.0  (21.6) 1.6  

Fortune Reit 778 HK 8.45  2,137  2.3  5.6  5.5  5.6  5.8  23.5  (10.4) 0.8  

Sunlight Reit 435 HK 4.82  1,037  0.7  5.4  5.4  5.6  6.0  22.9  (6.5) 7.6  

            

China REITs            

Adjusted sector avg*     8.6  8.2  8.5  8.6  44.2  5.7  (2.0) 

Yuexiu Reit 405 HK 3.88  1,657  0.8  5.9  7.3  7.4  7.5  52.3  4.0  (3.7) 

China Merchants 1503 HK 2.76  400  0.2  11.2  9.2  9.6  9.6  36.2  7.4  (0.4) 

            

Logistic REIT in Singapore            

Adjusted sector avg*     5.9  5.5  5.6  5.8  43.9  14.3  6.6  

Mapletree Log Tr M44U SP 2.14  6,777  17.8  3.7  4.1  4.1  4.2  42.6  8.8  4.4  

Ara Logos Logist ALLT SP 0.89  953  2.0  6.2  5.8  6.1  6.2  44.1  24.9  7.2  

Esr-Reit EREIT SP 0.45  1,288  3.4  6.3  6.9  7.1  7.6  47.1  6.6  8.4  

Frasers Logistic FLT SP 1.53  4,148  11.0  7.4  5.0  5.2  5.2  41.9  16.9  6.2  

Source: Bloomberg, OP Research 
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Appendix I: Financials Summary 

(HK$ mn) FY18 FY19 FY20 
 

Income Statement         

Revenue 255.8 269.3 279.0  

Net property income 194.0 207.3 216.2  

General and administrative expenses -4.0 -3.1 -3.5  

FV chg on investment properties 227.4 80.8 -53.8  

Other income/losses 5.7 0.9 1.7  

Operating Income (Loss) 423.0 286.0 160.6  

Finance costs, net -62.0 -72.0 -118.3  

Pretax Income 361.0 213.9 42.3  

Income Tax Expense (Benefit) -63.0 -39.1 -15.4  

Profit(Loss) to shareholders 298.0 174.8 26.9  

Balance sheet         

Total Assets         

  Cash, Cash Equivalents & STI 24.0 5.7 24.7  

  Prepayment & Receivables 23.1 22.4 24.0  

  Other ST Assets 0.1 0.3 4.7  

Total Current Assets 47.1 28.4 53.4  

  Investment properties 5,849.5 6,033.6 6,093.6  

  Other LT Assets 14.5 12.0 15.8  

Total Noncurrent Assets 5,864.0 6,045.6 6,109.4  

Total Assets 5,911.2 6,074.0 6,162.8  

Liabilities & Shareholders' Equity     

  Amounts due to related parties 3,042.5 2,866.3 686.4  

  ST Debt 0 4.0 0  

  Other ST Liabilities 124.6 141.8 104.6  

Total Current Liabilities 3,167.1 3,012.1 791.0  

  Amounts due to related parties 0 3.9 2,681.2  

  LT Debt 0 74.8 0  

  Other LT Liabilities  423.1 460.7 477.5  

Total Noncurrent Liabilities 423.1 539.5 3,158.7  

Total Liabilities 3,590.2 3,551.6 3,949.7  

  Share Capital & APIC 1,836.7 1,863.4 1,527.7  

  Retained Earnings 484.2 659.0 685.4  

Total Equity 2,321.0 2,522.5 2,213.1  

Cash Flow Statement     

Cashflow from operating 210.9 222.0 213.8  

Cashflow from investing -211.8 -96.1 -117.4  

Cashflow from financing -68.2 -144.0 -78.8  

Net cash changes -69.0 -18.6 17.7  

Source: Company,  
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Appendix II: Shareholding and management 

Exhibit 8: Shareholding structure 
 

 

Source: Company, OP Research 

Exhibit 9: Organizational structure of the REIT Management 

 

 

Source: Company, OP Research 

Key management profile of SF REIT 

Mr. WANG Wei, aged 50, is the Chairman and Non-Executive Director of SF 

REIT. He is the founder, actual controller, and the chairman of SF Holding. He has 

possessed over 28 years of extensive and relevant industry experience in the 

logistics industry. He is responsible for formulating business strategies as well as 

overseeing business development and overall management of SFH. 

Mr. Hubert CHAK, aged 60, is the CEO, Executive Director and one of the 

Responsible Officers of the REIT Manager of SF REIT. He is responsible for (i) 

identifying and evaluating potential acquisition and divestment opportunities 

consistent with SF REIT’s investment strategy, (ii) formulating the business plans 

of SF REIT’s properties; (iii) setting targets for the performance of the REIT 

Manager and SF REIT and etc. He has over 30 years of experience in real estate 

and financial industries. He joined Link Asset Management Limited, the manager 

of Link REIT (823 HK) in June 2010 and was the director of finance when he left 

in Dec 2018.  

. 

SF REITs (2191 HK)

SF Holding Public

35.0% 65.0%

Director of Investment
HONG Kam Kit, Eddie

Head of Asset 

Management
LU Shaojun

Director of Corporate

Development & 

Strategy
CHOW Chi Ping, Simon*

Head of Finance
HO Sze Ting

Company Secretary 

and Head of

Compliance
LEUNG Wai Yee

Nomination and 

Remuneration 

Committee

Investment 

Committee

Audit Committee

Disclosures 

Committee

CEO
Mr. Hubert CHAK

Broad of 

Directors
Chairman: Wang Wei
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Appendix III: Logistic properties info 

Exhibit 10: SF REIT has 3 modern logistics properties in Hong Kong and China 

Name Asia Logistics Hub – SF Centre 

(亞洲物流中心-順豐大廈) 

(“Hong Kong Property”) 

 

Foshan Guicheng Fengtai Industrial 

Park (佛山桂城豐泰產業園) 

(“Foshan Property”) 

 

Wuhu Fengtai Industrial Park 

 (蕪湖豐泰產業園) 

(“Wuhu Property”) 

 

Location Tsing Yi, Hong Kong Nanhai District, Foshan City, China Jiujiang Economic Development 
Area, Wuhu City, China 

Facilities (a) a distribution centre equipped 
with automatic sorting and supply 
chain support facilities; 

(b) carpark spaces and warehouses; 

and 

(c) ancillary offices 

(a) a ramp-up three-storey 
distribution centre;  

and 

(b) an ancillary building 

(a) two single-storey high standard 
warehouses;  

(b) a two-storey distribution centre 
equipped with automatic sorting and 
supply chain support facilities;  

(c) a research and development 
building; 

and 

(d) two ancillary buildings 

Source: Company 

Exhibit 11: Basic info for SF REIT logistics properties 

Property Year of 
completion 

Occupancy 
Rate 

Average 
Monthly Rental 
per Leased 
sq.m. in FY20 

Gross  
Lettable  
Area(GLA) 
(in sq.m.) 

Contribution of SF Connected 
Tenants in 2020 (in term of 
total monthly gross Rental 
income) 

Appraised 
Value 

Hong Kong Property 2014 93.6% HK$104.9 160,322  76.9% HK$5.29 bn 

Foshan Property 2021 100% HK$36.8 84,890 100% HK$549.2mn 

Wuhu Property 2019 98.4% HK$26.9 62,405 78.2% HK$264.7mn 

Source: Company 

Exhibit 11: SF REIT revenue breakdown 

Geographic contribution (Unit HK$mn) 

 

Contribution by SF Connected Tenants 

 

Source: Company  

254.4 257.5 246.3 

1.4 11.8 
32.7 

18A 19A 20A

Hong Kong The PRC

62.4%
72.1%

78.3%

18A 19A 20A
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Our recent reports 

Date Company / Sector Stock Code Title Rating Analyst 

27/07/2021 China Edu Sector - Private Higher Edu will not be the next K12 tutoring - John Siah 

13/07/2021 HKTV 1137 Edging up GMV with enabler business kicking off BUY Kevin Tam 

07/07/2021 Xinyi Energy 3868 Fast growing solar farms with promising dividend outlook BUY John Siah 

02/07/2021 Yidu Tech 2158 Getting closer to breakeven BUY Kevin Tam 

24/06/2021 Greentown Mgmt 9979 21H1 net profit expected to up more than 70% YoY BUY John Siah 

11/06/2021 TCL Electronics 1070 Turnaround possible in 2H21E BUY Kevin Tam 

09/06/2021 Tian Lun Gas 1600 Zhuhai Port (000507.SZ) becomes new major shareholder BUY John Siah 

03/06/2021 Tian Lun Gas 1600 Attractively valued with solid outlook BUY John Siah 

25/05/2021 Yeahka 9923 Narrowed valuation premium on revised growth outlook HOLD Kevin Tam 

20/05/2021 China Edu Sector - Policy risk on private higher education eased - John Siah 

17/05/2021 AAC Tech 2018 Acoustic and optics led strong rebound in 21Q1 BUY John Siah 

12/05/2021 HKTV 1137 Convincing long term prospect despite sluggish near term 

GMV 

BUY Kevin Tam 

30/04/2021 China Edu Group 839 Ready for more M&A BUY John Siah 

22/04/2021 New Higher Edu 2001 More visible growth path BUY John Siah 

22/04/2001 Edvantage Group 382 Fascinating growth story set to take off BUY John Siah 

21/04/2021 Innovent Bio 1801 More convincing pipeline development BUY Kevin Tam 

15/04/2021 AAC Tech 2018 Optical segment beginning to shine BUY John Siah 

31/03/2021 HKTV 1137 FY20 bottom line fell short on fulfillment cost  BUY Kevin Tam 

29/03/2021 361 Degrees 1361 Encouraging recovery in 2H20, visible growth for FY21E BUY Kevin Tam 

25/03/2021 Greentown Mgmt 9979 Pure cash cow with surprise on dividend BUY John Siah 

23/03/2021 Yeahka 9923 Payment driven growth thesis remains compelling  BUY Kevin Tam 

17/03/2021 Yidu Tech 2158 Digging the healthcare big data goldmine BUY Kevin Tam 

22/02/2021 Razer 1337 A year of harvest NR John Siah 

04/02/2021 HKTV 1137 Flat Jan GMV, but still upbeat on growth prospect BUY Kevin Tam 

19/01/2021 Yeahka 9923 More conviction on marketing services driven growth BUY Kevin Tam 

18/01/2021 Xtep Intl 1368 Channel inventory improvement on track BUY Megan Jin 

15/01/2021 New Higher Edu 2001 More visible and stellar growth BUY John Siah 
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