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COMPANY UPDATE  BUY 

(Maintained) 
Share Price S$6.43
Target Price S$9.09
Upside 41.4%
  

COMPANY DESCRIPTION 
Keppel is a conglomerate with four core 
businesses: energy & environment, urban 
development, connectivity and asset 
management. 

STOCK DATA 
GICS sector Industrials
Bloomberg ticker: KEP SP
Shares issued (m): 1,762.2
Market cap (S$m): 11,331.2
Market cap (US$m): 8,506.9
3-mth avg daily t'over (US$m): 15.7

Price Performance (%) 
52-week high/low S$7.20/S$4.48

1mth 3mth 6mth 1yr YTD
3.0 (4.0) 4.0 34.4 39.4

Major Shareholders %
Temasek Hldgs 21.0

FY23 NAV/Share (S$) 6.68
FY23 Net Debt/Share (S$) 4.77

PRICE CHART 
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ANALYST(S) 
Adrian Loh 
+65 6590 6633 
adrianloh@uobkayhian.com 
 

Keppel Corp (KEP SP) 
 

The Force Is Strong With This One 
Keppel’s acquisition of top-ranked Aermont Capital, which has a major European real 
estate presence, arguably puts the company into the league of global asset managers. 
This acquisition will deliver growth as well as investor and geographic diversification. 
How the combined entity takes advantage of the macro and real estate issues in 
Europe over the next five years will be worth watching. Maintain BUY. Target price: 
S$9.09.  

WHAT’S NEW 
• Taking a big step into European real estate. Keppel Corp (KEP) announced that it will be 

acquiring an initial 50% stake in Aermont Capital (Aermont) for S$517m with funding via 
cash and KEP treasury shares. The acquisition’s implied valuation of 13x EV/EBITDA is 
lower than KEP’s 2024F EV/EBITDA of around 19x. Assuming that the acquisition was 
completed in 2022, EPS would have risen by less than 1% and recurring income by 1.8% 
with little to no impact to gearing. Completion of the deal is expected to occur in 1H24, with 
KEP stating that it intends to acquire the other 50% stake by 2028, subject to performance 
measures over the next five years.  

• Who is Aermont Capital? As an independent asset manager focused on real estate and 
real estate-related investments in Europe, it is one of the region’s top-ranked real estate 
managers. Importantly, its composite net IRR in the past 16 years is 17% with a 2.8x gross 
multiple on invested capital. At present, it has four active funds and one single asset vehicle 
being the Pinewood Studios where the James Bond and Star Wars movies are filmed, and 
currently has Disney+, Netflix and Amazon on long-term contracts.  

• It’s about growth... The first phase of the deal will see KEP's funds under management 
(FUM) increase from its current S$53b to over S$77b. This is a major step for KEP towards 
its target of increasing its FUM to S$100b. Importantly, KEP has stated that, along with 
Aermont, it has the ability to launch new funds in European credit funds, data centre funds 
and other private investment vehicles to grow Aermont’s FUM by 2.5x to S$60b by 2030.  

• ...and investor and geographic diversification. Apart from launching KEP into the 
European real estate space, the deal also expands the company’s network of blue chip LPs 
with eight of Aermont’s 15 largest LPs being new to KEP. Clearly, given the longevity of 
Aermont’s track record, this deal also adds a number of senior fund managers to the 
company.  

 

KEY FINANCIALS 
Year to 31 Dec (S$m) 2021 2022 2023F 2024F 2025F
Net turnover  6,611 6,620 7,061 7,465 7,894
EBITDA  1,536 807 972 1,052 1,134
Operating profit  1,129 565 680 711 743
Net profit (rep./act.)  1,010 933 958 982 1,007
Net profit (adj.)  1,010 933 958 982 1,007
EPS (S$ cent) 55.2 51.9 52.1 53.4 54.8
PE (x) 11.7 12.4 12.3 12.0 11.7
P/B (x) 1.0 1.0 1.0 0.9 0.9
EV/EBITDA (x) 13.2 25.2 20.9 19.3 17.9
Dividend yield (%) 5.1 5.1 3.3 3.4 3.5
Net margin (%) 15.3 14.1 13.6 13.2 12.8
Net debt/(cash) to equity (%) 65.0 78.1 71.5 71.1 70.9
Interest cover (x) n.a. 128.2 154.3 167.0 180.1
ROE (%) 8.9 7.9 8.1 7.9 7.7
Consensus net profit  - - 989 994 1,080
UOBKH/Consensus (x)  - - 0.97 0.99 0.93
Source: Keppel Corp Ltd, Bloomberg, UOB Kay Hian 
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STOCK IMPACT 
• An interesting mix of real estate exposure. On the call with analysts, KEP and Aermont 

management spoke of the various asset classes within the latter’s portfolio. Around half of 
their investments are platforms across sub-sectors such as hotel platforms and serviced 
apartments. Of interest was Pinewood Studios which Aermont bought in 2016 due to 
disinterest from private equity and other traditional real estate investors given the 
operationally heavy nature of the business. With its pivot to cater to streaming platforms, it 
now has signed with major global streaming players to long-term contracts which all allow for 
annual indexation. In 2022, Aermont put Pinewood Studios into an open-ended fund called 
PGV (where KEP will have a 20% stake) and will look at further expansion in UK and 
Toronto, Canada.  

• Outlook for Aermont. Management outlined a bullish scenario for the firm where it believes 
that Europe’s limited large-scale bank funding, due to interest rate hikes in the past 12-24 
months, has created a compelling market opportunity for it. In the next two years, there is 
€150b of funding maturing, and with higher interest rates and lower real estate valuations, 
Aermont believes that there is a funding gap of about €50b which is where its €3.8b Fund V 
can acquire assets. Already, it has seen a first wave of these assets hit the market in 
Norway and Germany, and this should accelerate over the course of the next 12 months in 
its view. According to management, it has had several discussions with LPs to raise private 
credit funds with interest apparently high.  

EARNINGS REVISION/RISK 

• None. 

VALUATION/RECOMMENDATION 
• We maintain our BUY rating on KEP and our SOTP-based target price of S$9.09. The 

asset-light, fee-related earnings acquisition of Aermont arguably positions KEP as a global 
asset manager with a real-estate focus. Aermont’s growth profile for the next five years to 
2028, when the company buys the other half of the asset manager, will be interesting to 
watch given the macro and real estate environment in Europe. KEP currently trades at 
2024F PE of 11.9x and P/B of 0.9x which we view as far from being egregious, especially 
considering the company’s more stable earnings stream given the divestment of its offshore 
marine business.  

SHARE PRICE CATALYSTS 
• Successful sale of rigs within the Asset Co and earlier-than-expected return of credit notes; 

continued growth in AUM of its asset management business; earnings-accretive investments 
and contract wins in its infrastructure segment. 

 AERMONT’S FIVE PAN-EUROPEAN 
OPPORTUNISTIC FUNDS 

1.2 1.3
1.5

2.0

3.8

3.0

Fund I
(2007)

Fund II
(2012)

Fund III
(2015)

Fund IV
(2018)

Fund V
(2022)

PGV (2022)

Source: KEP 

TARGET FOR KEP’S FUNDS UNDER 
MANAGEMENT 

 
Source: KEP 

PRO FORMA FINANCIAL IMPACT OF THE 
ACQUISITION* 

52.1

52.4

2022 Pro forma 2022

Earnings per share (S$/shr)

503

512

2022 Pro forma 2022

Recurring income (S$m)

Note: *Assuming completion in 2022 
Source: KEP 

SOTP VALUATION 
Segment S$m S$/share 
Infrastructure & others 376 0.21 
Urban Development 3,911 2.23 
Connectivity 1,040 0.59 
Asset Management 4,665 2.66 
Tianjin Eco-City 471 0.27 
KREIT 797 0.46 
Keppel DC REIT 587 0.33 
Others 860 0.49 
Asset Co valuation 4,979 2.84 
Less 10% holdco discount  -1.01 
Total EV  9.09 

Source: UOB Kay Hian 
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PROFIT & LOSS     
Year to 31 Dec (S$m) 2022 2023F 2024F 2025F

Net turnover 6,620 7,061 7,465 7,894

EBITDA 807 972 1,052 1,134

Deprec. & amort. 242 292 341 391

EBIT 565 680 711 743

Total other non-operating income 0 0 0 0

Associate contributions 536 536 536 536

Net interest income/(expense) (6) (6) (6) (6)

Pre-tax profit 1,095 1,210 1,240 1,273

Tax (245) (271) (278) (285)

Minorities 17 19 19 20

Preferred dividends 0 0 0 0

Net profit 933 958 982 1,007

Net profit (adj.) 933 958 982 1,007
 

 BALANCE SHEET     
Year to 31 Dec (S$m) 2022 2023F 2024F 2025F

Fixed assets 977 1,361 1,696 1,981

Other LT assets 15,078 18,396 18,432 18,668

Cash/ST investment 1,142 1,491 1,122 715

Other current assets 13,738 5,752 6,499 7,159

Total assets 30,935 27,000 27,749 28,524

ST debt 3,578 3,578 3,578 3,578

Other current liabilities 7,783 3,293 3,472 3,663

LT debt 6,603 6,603 6,603 6,603

Other LT liabilities 1,058 1,058 1,058 1,058

Shareholders' equity 11,580 12,153 12,742 13,346

Minority interest 334 315 295 276

Total liabilities & equity 30,935 27,000 27,749 28,524
 

     
CASH FLOW     
Year to 31 Dec (S$m) 2022 2023F 2024F 2025F

Operating 181 4,191 200 374

Pre-tax profit 1,095 1,210 1,240 1,273

Tax (388) (244) (270) (277)

Deprec. & amort. 242 292 341 391

Associates 0 0 0 0

Working capital changes 426 3,469 (575) (477)

Non-cash items 0 0 0 0

Other operating cashflows (1,194) (536) (536) (536)

Investing (589) (876) (876) (876)

Capex (growth) (696) (696) (696) (696)

Capex (maintenance) 0 0 0 0

Investments (544) (200) (200) (200)

Proceeds from sale of assets 83 20 20 20

Others 568 0 0 0

Financing (1,522) 1,407 1,398 1,387

Dividend payments (688) (384) (393) (404)

Issue of shares (500) 0 0 0

Proceeds from borrowings 0 0 0 0

Loan repayment (336) 0 0 0

Others/interest paid 3 1,791 1,791 1,791

Net cash inflow (outflow) (1,929) 4,722 722 885

Beginning cash & cash equivalent 4,753 2,823 7,546 8,268

Changes due to forex impact 0 0 0 0

Ending cash & cash equivalent 2,823 7,546 8,268 9,152
 

      
KEY METRICS     
Year to 31 Dec (%) 2022 2023F 2024F 2025F

Profitability     
EBITDA margin 12.2 13.8 14.1 14.4

Pre-tax margin 16.5 17.1 16.6 16.1

Net margin 14.1 13.6 13.2 12.8

ROA 2.9 3.3 3.6 3.6

ROE 7.9 8.1 7.9 7.7

     
Growth     
Turnover 0.1 6.7 5.7 5.7

EBITDA (47.4) 20.4 8.3 7.8

Pre-tax profit (32.0) 10.5 2.5 2.6

Net profit (7.6) 2.7 2.5 2.6

Net profit (adj.) (7.6) 2.7 2.5 2.6

EPS (5.8) 0.3 2.5 2.6

     
Leverage     
Debt to total capital 46.1 45.0 43.8 42.8

Debt to equity 87.9 83.8 79.9 76.3

Net debt/(cash) to equity 78.1 71.5 71.1 70.9

Interest cover (x) 128.2 154.3 167.0 180.1
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 

 
 
Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.  
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