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COMPANY DESCRIPTION
Digital Core REIT (“DCREIT”) is a Singapore real estate investment trust that invests in a diversified portfolio of stabilised income-producing real estate 

assets located globally which are primarily used for data centre purposes, as well as assets necessary to support the digital economy. DCREIT owns a 

portfolio of freehold facilities that support the underlying businesses of leading technology service providers. As at 31 December 2024, DCREIT’s 

portfolio was valued at US$1.6 billion (at share) and comprised 10 data centres located in the United States, Canada, Germany and Japan. DCREIT 

also acquired a 20.0% interest in an Osaka data centre (located on the same campus but separate from the one held by Digital Osaka 2) in March 2025.

SUMMARY
For the six months ended 31 December 2024 (2H FY2024), gross revenue rose by 9.8% from S$49.2 million in 2H FY2023 to S$54.0 million in 2H 

FY2024 mainly due to straight-line rent written off in 2H FY2023 owing to the bankruptcy of Cyxtera Technologies. NPI rose by 12.6% from US$27.9 

million in 2H FY2023 to US$31.4 million in 2H FY2024 in line with the rise in gross revenue. Profit after tax rose from a loss of US$129.0 million in 2H 

FY2023 to a profit of US$244.1 million in 2H FY2024 mainly due to net change in fair value of investment properties rising from a loss of US$139.2 

million to a gain of US$251.6 million. Accordingly, profit after tax attributable to unitholders rose from a loss of US$117.7 million in 2H FY2023 to a profit 

of US$186.8 million in 2H FY2024 in line with the rise in profit after tax. EPU (diluted in U.S. cents) rose from a loss of 10.30 in 2H FY2023 to a profit of 

14.14 in 2H FY2024. After excluding mainly non-cash items, income available for distribution to unitholders rose by 17.0% from US$20.0 million in 2H 

FY2023 to US$23.4 million in 2H FY2024. However, Distribution Per Unit (“DPU” in U.S. cents) rose by only 1.1% from 1.78 in 2H FY2023 to 1.80 in 2H 

FY2024 mainly in line with the 192,000,000 new units issued as part of the private placement in February 2024.

RECOMMENDATION
DCREIT is currently trading at a P/B multiple of 0.58x which is lower than the peer average P/B of 1.19x, which suggests that DCREIT is undervalued. 

DCREIT’s current dividend yield of 7.83% is more attractive than the peer average yield of 5.97%, which also suggests that DCREIT is undervalued. By 

averaging our estimated target prices based on P/B multiple and dividend yield, we derive an overall target price of US$0.770 which represents an upside 

potential of 67.4% from the current unit price of US$0.460. However, we note that DCREIT has a smaller market capitalisation than its peer companies. 

Shares or units of smaller firms may have a lower trading volume and thus may be subject to an illiquidity discount. We apply an illiquidity discount of 20% to 

reflect the higher risks involved in investing in DCREIT’s units which may be less liquid than its peers. Thus, we derive our final target price of US$0.616 

which represents an upside potential of 33.9% from the current unit price of US$0.460. In view of the upside potential, a buy recommendation may be 

warranted.
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Year ended 31 Dec

Revenue 

(US$ million)

Earnings(1) 

(US$ million)

EPU(2) 

(U.S. cents)

P/E 

(x)

DPU 

(U.S. cents)

Dividend Yield

 (%)

NAV per unit

 (in US$)

P/B 

(x)

2023 Actual 102.6 (108.6) (9.50) (4.8) 3.70 8.04% 0.69 0.67

2024 Actual 102.3 205.4 15.54 3.0 3.60 7.83% 0.79 0.58

2025 Forecast 159.5 41.7 3.16 14.6 3.62 7.87% n.a. n.a.

2026 Forecast 175.1 51.7 3.91 11.8 3.91 8.50% n.a. n.a.

   1www.fpafinancial.com

Note: P/E, P/B and dividend yield based on the current unit price of US$0.460; n.a. = not available.
(1) Profit after tax attributable to unitholders.
(2) Diluted Earnings Per Unit (Trailing Twelve-Month). 

Source: DCREIT, FPA
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FINANCIAL ANALYSIS 

(I) FINANCIAL REVIEW 

In this section, we review the financial performance of Digital Core REIT (“DCREIT”) for the six months ended 31 December 

2024 (2H FY2024). 

 

Gross revenue: 

Gross revenue rose by 9.8% from US$49.2 million in 2H FY2023 to US$54.0 million in 2H FY2024 as shown in Exhibit 1. 

DCREIT noted that the increase was “largely due to straight-line rent written off in 2H 2023 attributable to a customer 

bankruptcy”.  

Cyxtera Technologies (“Cyxtera”) filed for bankruptcy in June 2023 and was DCREIT’s second-largest customer prior to filing 

for bankruptcy. In the financial statements for 2H FY2023, DCREIT noted that it “recorded a total of US$3.4 million write-off of 

straight-line rent previously capitalised for 1500 Space Park, 3015 Winona Avenue, 2403 Walsh Avenue and 2401 Walsh Avenue 

and 200 North Nash Street”1. 

Gross revenue comprised utilities reimbursements, other recovery & operating income and rental income. 

Utilities reimbursements rose by 29.4% from US$6.6 million in 2H FY2023 to US$8.5 million in 2H FY2024, mainly in line with 

utilities expenses rising by 41.4% from US$6.8 million in 2H FY2023 to US$9.6 million in 2H FY2024. 

Other recovery & operating income fell2 by 13.7% from US$10.0 million in 2H FY2023 to US$8.6 million in 2H FY2024. 

Rental income rose by 13.0% from US$32.7 million in 2H FY2023 to US$36.9 million in 2H FY2024. We discuss further rental 

income on the next page. 

Exhibit 1: Gross Revenue (2H FY2023 & 2H FY2024) 

 
Source: DCREIT’s f inancials, FPA  

 
1 Typo in quote (“2043”) amended (to “2403”). 
2 The decrease in other recovery & operating income may be related to property taxes & insurance expenses falling by 43.0% from US$5.7 million in 2H FY2023 
to US$3.3 million in 2H FY2024. DCREIT noted in its financial statements for 2H FY2023 that “recovery income was higher from higher recoverable property 
taxes and other expenses and partially offset with lower repairs and maintenance expenses”. 

https://links.sgx.com/FileOpen/1.%20Digital%20Core%20REIT%20-%20FY2024%20Interim%20FS.ashx?App=Announcement&FileID=832840
https://links.sgx.com/FileOpen/1.%20Digital%20Core%20REIT%20-%20FY2024%20Interim%20FS.ashx?App=Announcement&FileID=832840
https://links.sgx.com/FileOpen/Digital%20Core%20REIT%20Addresses%20Customer%20Bankruptcy.ashx?App=Announcement&FileID=761531
https://links.sgx.com/FileOpen/Digital%20Core%20REIT%20Addresses%20Customer%20Bankruptcy.ashx?App=Announcement&FileID=761531
https://links.sgx.com/1.0.0/corporate-announcements/BH5F4YRPDQX1F2UY/f2e67a3f8e34f603c01b97e3d6a4dd0de6d2646f43215547888b11e325b105b6
https://links.sgx.com/1.0.0/corporate-announcements/BH5F4YRPDQX1F2UY/f2e67a3f8e34f603c01b97e3d6a4dd0de6d2646f43215547888b11e325b105b6
https://links.sgx.com/1.0.0/corporate-announcements/BH5F4YRPDQX1F2UY/f2e67a3f8e34f603c01b97e3d6a4dd0de6d2646f43215547888b11e325b105b6
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Rental income: 

Rental income rose by 13.0% from US$32.7 million in 2H FY2023 to US$36.9 million in 2H FY2024.  

Besides the write-off of straight-line rent, DCREIT noted that the “decrease in rental income from the divestment of 2401 Walsh 

Avenue and 2403 Walsh Avenue (“Divested Properties”) was largely offset by increased colocation income from the two Los 

Angeles assets (3015 Winona and 200 North Nash)(“LA Assets”) as well as additional contribution from the newly acquired 

Frankfurt Facility in December 2024”. 

In January 2024, DCREIT divested 2401 Walsh Avenue & 2403 Walsh Avenue to Brookfield Infrastructure Partners L.P. & its 

institutional partners (“Brookfield”) as part of the agreement to resolve Cyxtera’s bankruptcy. 

DCREIT also accelerated the expiration of Cyxtera’s leases at 3015 Winona Street & 200 North Nash Street to 30 September 

2024 and took over the operations of both properties from 1 October 2024. DCREIT noted in February 2025 that it “signed rental 

agreements totaling US$8.7 million” at its 90.0% share, “representing a 75% increase relative to the previously in-place rent”. 

In April 2024, DCREIT announced that it acquired an additional 24.9% interest in a data centre property located at Wilhelm Fay-

Straße 15 & 24 (the “Frankfurt Facility”). DCREIT also announced in December 2024 that it acquired a further 15.1% interest in 

the Frankfurt Facility, following which DCREIT’s interest in the Frankfurt Facility rose from 49.9% to 65.0%. The Frankfurt Facility 

was thus re-classified from associate to subsidiary such that rental income from the Frankfurt Facility was thereafter included in 

DCREIT’s rental income1. 

Partly to illustrate the changes in rental income, we collate the breakdown of DCREIT’s annualised rent & Weighted Average 

Lease Expiry (“WALE”) for each of its properties from end-1Q FY2022 to end-4Q FY2024 as shown in Exhibit 2. Rental income 

may differ from annualised rent due to straight-line (i.e., non-cash) rent & related write-off, as well as timing differences (rental 

income for 4Q FY2024 may remain largely unchanged should annualised rent rise near end-4Q FY2024). 

We note that: 

1. 44520 Hastings Drive: Following an increase of 1.0% in 3Q FY2024, annualised rent (at DCREIT’s 90.0% share) rose 

further by 1.5% from US$14.1 million at end-3Q FY2024 to US$14.3 million at end-4Q FY2024 after the “existing AAA-

rated cloud provider” extended its lease for “another eight years” (as noted from DCREIT; such that WALE rose from 

0.7 at end-3Q FY2024 to 8.4 at end-4Q FY2024). Based on the valuation certificate for 44520 Hastings Drive (dated 

August 2021) included in DCREIT’s IPO Prospectus (dated November 2021), the property was “100% leased to a 

Fortune 50 software company” with “staggered lease expirations from August 2024 to August 2026”. 

 

2. 3011 Lafayette Street: While annualised rent (at share) remained at US$12.4 million from end-2Q FY2024 to end-3Q 

FY2024, WALE rose from 0.7 years to 5.4 years in the same period. Based on DCREIT’s IPO Prospectus, the property 

was “100% leased, with majority of the space leased to a Fortune Global 500 and S&P 100 global social media platform”. 

 

3. 200 North Nash Street & 3015 Winona Avenue: The annualised rent (at share) of 200 North Nash Street rose by 

98.7% from US$2.7 million at end-3Q FY2024 to US$5.4 million at end-4Q FY2024 while that of 3015 Winona Avenue 

rose by 49.0% from US$2.2 million at end-3Q FY2024 to US$3.3 million at end-4Q FY2024. Meanwhile, WALE rose 

from nil to 1.8 years for 200 North Nash Road and from nil to 3.2 years for 3015 Winona Avenue in the same period. 

 

DCREIT accelerated the expiration of Cyxtera’s leases for both properties to 30 September 2024 and took over the 

operations for both from 1 October 2024. Thereafter, DCREIT noted in February 2025 that it “signed rental agreements 

totaling US$8.7 million” at its 90.0% share, “representing a 75% increase relative to the previously in-place rent”.  

 
1 Prior to the acquisition of a further 15.1% interest in the Frankfurt Facility, earnings from the Frankfurt Facility were included under “Share of result of associate”.  

https://links.sgx.com/FileOpen/Digital%20Core%20REIT%20Divestment%20Completion%20Announcement%2015-Jan-2024.ashx?App=Announcement&FileID=782902
https://links.sgx.com/FileOpen/Digital%20Core%20REIT%20Divestment%20Completion%20Announcement%2015-Jan-2024.ashx?App=Announcement&FileID=782902
https://links.sgx.com/1.0.0/corporate-announcements/99EJ0B1SKPUAR7EK/e04d7cc8f3934036929059c1da1a1c92c972d232a673cd48dbda20bea3f39087
https://links.sgx.com/1.0.0/corporate-announcements/99EJ0B1SKPUAR7EK/e04d7cc8f3934036929059c1da1a1c92c972d232a673cd48dbda20bea3f39087
https://links.sgx.com/1.0.0/corporate-announcements/S9GX12EDA8W15LNC/b1aa98b865975ae7658d09cc3b7882e0ae80b19bcbcbe3ae85359c8a98654cbe
https://links.sgx.com/1.0.0/corporate-announcements/S9GX12EDA8W15LNC/b1aa98b865975ae7658d09cc3b7882e0ae80b19bcbcbe3ae85359c8a98654cbe
https://links.sgx.com/1.0.0/corporate-announcements/UQKQZ94HEH8V9JO1/34adc514694f6bc5a6406a1b80104c0380535ea5464203610f70ee36fe130494s
https://links.sgx.com/1.0.0/corporate-announcements/UQKQZ94HEH8V9JO1/34adc514694f6bc5a6406a1b80104c0380535ea5464203610f70ee36fe130494s
https://links.sgx.com/1.0.0/corporate-announcements/99EJ0B1SKPUAR7EK/e04d7cc8f3934036929059c1da1a1c92c972d232a673cd48dbda20bea3f39087
https://links.sgx.com/1.0.0/corporate-announcements/99EJ0B1SKPUAR7EK/e04d7cc8f3934036929059c1da1a1c92c972d232a673cd48dbda20bea3f39087
https://links.sgx.com/1.0.0/ipo-prospectus/3356
https://links.sgx.com/1.0.0/ipo-prospectus/3356
https://links.sgx.com/1.0.0/ipo-prospectus/3356
https://links.sgx.com/1.0.0/corporate-announcements/99EJ0B1SKPUAR7EK/e04d7cc8f3934036929059c1da1a1c92c972d232a673cd48dbda20bea3f39087
https://links.sgx.com/1.0.0/corporate-announcements/99EJ0B1SKPUAR7EK/e04d7cc8f3934036929059c1da1a1c92c972d232a673cd48dbda20bea3f39087
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4. 371 Gough Road: Annualised rent (at share) rose by 36.2% from US$9.3 million at end-3Q FY2024 to US$12.7 million 

at end-4Q FY2024 while WALE rose from 3.1 years to 3.4 years in the same period. DCREIT noted in November 2024 

that it “reached a three-year agreement with a next-generation AI computing developer to occupy the entire remaining 

capacity within its Toronto facility” which will “commence in the first quarter of 2025” and was “expected to generate 

approximately US$4.7 million of annualised rent (or approximately US$4.2 million at Digital Core REIT’s 90% share)”. 

 

5. Frankfurt Facility: Annualised rent (at share) rose by 26.7% from US$24.1 million at end-3Q FY2024 to US$30.6 million 

at end-4Q FY2024 (WALE fell from 5.5 years to 5.3 years in the same period). DCREIT acquired a further 15.1% interest 

in the Frankfurt Facility in December 2024, such that its interest in the Frankfurt Facility rose from 49.9% at end-3Q 

FY2024 to 65.0% at end-4Q FY2024. 

 

6. Digital Osaka 2: While annualised rent (at share) fell by 6.6% from US$7.5 million at end-3Q FY2024 to US$7.0 million 

at end-4Q FY2024, WALE rose from 3.2 years to 3.5 years in the same period. The rise in WALE indicates that tenant(s) 

likely renewed their lease(s) as occupancy fell from 95.3% at end-3Q FY2024 to 94.6% at end-4Q FY2024 (such that 

DCREIT likely did not secure any new lease for the property).  

 

The fall in annualised rent (at share) may be attributed to the Japanese Yen (“JPY”) depreciating against the United 

States Dollar (“USD”) by 9.7% from 0.00703 USD per JPY (142.2 JPY per USD) on 30 September 2024 (end-3Q 

FY2024) to 0.00635 USD per JPY (157.5 JPY per USD) on 31 December 2024 (end-4Q FY2024) based on Oanda.com. 

Excluding exchange rate effect, annualised rent (at share) rose by 3.4% from ¥1.062 million at end-3Q FY2024 to ¥1.099 

million at end-4Q FY2024 based on Oanda.com’s rates. 

 

7. Digital Osaka 3: In March 2025, DCREIT announced that it acquired a 20.0% interest in Digital Osaka 3, which “holds 

the data centre located at Lot 2-1, 6-Chome, Ao-kita, Saito, Minoh-city, Osaka, Japan 2 (“KIX12” or the “Osaka Data 

Centre”)” (footnote removed from quote) that is located “on the same campus, but separate from” the one held by Digital 

Osaka 2. DCREIT noted that the “total acquisition outlay for the acquisition” was “expected to be approximately JPY 

13,177 million (approximately US$87.8 million)”, comprising: 

 

• a “purchase consideration of JPY 13,000 million” (approx. US$86.7 million) 

 

• an “acquisition fee of JPY 130 million (approximately US$0.9 million), payable in cash to the Manager” (or 

1.0% of the purchase consideration” as noted by DCREIT); and 

 

• “estimated professional and other fees and expenses of approximately JPY 47 million (approximately 

US$0.3 million)” 

 

Historical annualised rent is yet available as DCREIT acquired the 20.0% interest in Digital Osaka 3 only in March 2025. 

 

While not shown in Exhibit 2, DCREIT also mentioned in January 2025 that the “customer option to renew the lease for 8217 

Linton Hall in Northern Virginia expired unexercised on 31 December 2024”. DCREIT added that the “current lease expires on 

30 June 2025” and that every “one month of downtime” thereafter “represents approximately 0.06 cents of DPU”. 

  

https://links.sgx.com/1.0.0/corporate-announcements/S5NSVHWPX3DB0IBN/df8eaa70d1f92384f99e14e56344443c3ba687c593ee51aaa37edef091de2c4c
https://links.sgx.com/1.0.0/corporate-announcements/S5NSVHWPX3DB0IBN/df8eaa70d1f92384f99e14e56344443c3ba687c593ee51aaa37edef091de2c4c
https://links.sgx.com/1.0.0/corporate-announcements/S5NSVHWPX3DB0IBN/df8eaa70d1f92384f99e14e56344443c3ba687c593ee51aaa37edef091de2c4c
https://links.sgx.com/1.0.0/corporate-announcements/FDATQRQUNF8NEAGI/9b303f6d7c07a6edd208483a3e5f95cff68b8e039aec8b1ce6cd9f3501aafcfc
https://links.sgx.com/1.0.0/corporate-announcements/FDATQRQUNF8NEAGI/9b303f6d7c07a6edd208483a3e5f95cff68b8e039aec8b1ce6cd9f3501aafcfc
https://links.sgx.com/1.0.0/corporate-announcements/FDATQRQUNF8NEAGI/9b303f6d7c07a6edd208483a3e5f95cff68b8e039aec8b1ce6cd9f3501aafcfc
https://links.sgx.com/1.0.0/corporate-announcements/FDATQRQUNF8NEAGI/9b303f6d7c07a6edd208483a3e5f95cff68b8e039aec8b1ce6cd9f3501aafcfc
https://links.sgx.com/1.0.0/corporate-announcements/72IXI6ADXFPWIEAO/370b978bde3d128836d808a263cb835a62369a546afe438682b2f70a16ac8e24
https://links.sgx.com/1.0.0/corporate-announcements/72IXI6ADXFPWIEAO/370b978bde3d128836d808a263cb835a62369a546afe438682b2f70a16ac8e24
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Exhibit 2: Annualised Rent & Weighted Average Lease Expiry of DCREIT’s Properties (1Q FY2022 to 4Q FY2024) 

 
Note: Annualised rents that differ from that of the previous period by more than US$1,000 (rounded) are bolded; cel ls in which WALE 

fel l  by more than 0.3 years from that of the previous period are shaded; cel ls in which WALE rose from that of the previous p eriod 

are shaded and bolded. n.a. = not avai lable/appl icable, as there may be l i t t le clear trend in annualised rent for the property.   

( 1 )  Estimated based on the last r ise in annualised rent not due to lease renewal/extension or securing of new lease.  
( 2 )  &  ( 3 )  Based on rent reversion in 1Q FY2024; rise in annualised rents in 4Q FY2024 was due to DCREIT securing higher rents after 

taking over operat ions from 1 October 2024 (start  of 4Q FY2024).  
( 4 )  Acquired by DCREIT on 25 March 2025.  
( 5 )  For comparison with gross revenue. 

( 6 )  Adjusted by 
27 (days from 5 Dec 2024 to 31 Dec 2024)

92 (days from 1 Oct 2024 to 31 Dec 2024)
 for comparabi l i ty with gross revenue.  Annualised rent at  100.0% share at end-4Q 

FY2024 was US$47,002,000 (nearest ‘000).  

Source: DCREIT’s presentations, FPA 
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To get a better sense of the tenant mix for each of DCREIT’s properties, we begin by collating the annualised rent of DCREIT’s 

top five customers (by annualised rent) from end-1Q FY2022 to end-4Q FY2024 as shown in Exhibit 3. We also include in 

Exhibit 3 the top-sixth to top-eighth customers as at end-4Q FY2024 as “selected” customers. 

We note that the annualised rent from the top five customers as a percentage of total annualised rent remained above 72.4% 

from end-1Q FY2022 to end-4Q FY2024.  

We also note that the percentage fell from 97.3% at end-1Q FY2022 to 72.4% at end-4Q FY2024 in line with DCREIT broadening 

its customer base with the acquisition of interest in the Frankfurt Facility (25.0% interest in December 2022, additional 24.9% 

interest in April 2024 and further 15.1% interest in December 2024) as well as in Digital Osaka 2 (10.0% interest in November 

2023 and an additional 10.0% interest in March 2024). 

Including the selected customers, we note too that the annualised rent from the top five & selected customers as a percentage 

of total annualised rent has remained above (and fell from 99.7% to) 83.7% from end-1Q FY2022 to end-4Q FY2024. 

Exhibit 3: DCREIT’s Top Five & Selected Customers (1Q FY2022 to 4Q FY2024) 

  
Note: Annualised rent indicated as at share. n.a. = not avai lable.  
( 1 )  As last disclosed by DCREIT.  
( 2 )  Excluding Sunguard Availabi l i ty Services in 4Q FY2022. 

Source: DCREIT’s presentations, FPA  

https://links.sgx.com/1.0.0/corporate-announcements/059SRCMN9L0IELGY/bb9390948536b4b1d8b024b191877ae07ccf3014351bc54f915008ba7b64942b
https://links.sgx.com/1.0.0/corporate-announcements/S9GX12EDA8W15LNC/b1aa98b865975ae7658d09cc3b7882e0ae80b19bcbcbe3ae85359c8a98654cbe
https://links.sgx.com/1.0.0/corporate-announcements/S9GX12EDA8W15LNC/b1aa98b865975ae7658d09cc3b7882e0ae80b19bcbcbe3ae85359c8a98654cbe
https://links.sgx.com/1.0.0/corporate-announcements/UQKQZ94HEH8V9JO1/34adc514694f6bc5a6406a1b80104c0380535ea5464203610f70ee36fe130494s
https://links.sgx.com/1.0.0/corporate-announcements/AXPMXEF8P48HOP51/54d5c5a107b5a7cf8f39ecae57334ca0a41a746ecb78355d0f77c26116b89d50
https://links.sgx.com/1.0.0/corporate-announcements/AXPMXEF8P48HOP51/54d5c5a107b5a7cf8f39ecae57334ca0a41a746ecb78355d0f77c26116b89d50
https://links.sgx.com/1.0.0/corporate-announcements/61CJH2IYAXB1P502/691f138ef38ec7b4fa86f3c26a090353c55156c4e9fed51f761bec8448d8c077
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Based on Exhibit 2 (page 6), Exhibit 3 (page 7) and DCREIT’s IPO Prospectus, we estimate the breakdown of annualised rent 

for each of the top five & selected customers as shown in Exhibit 4. 

Exhibit 4: Breakdown of Annualised Rent for Top Five & Selected Customers (1Q FY2022 to 4Q FY2024) 

 
Note: Sunguard is excluded from Exhibit  as i t  has vacated DCREIT’s premise  (371 Gough Road) as at 1 January 2023.  Where 

annualised rent rose in the same quarter as an acquisit ion of ini t ial  or addit ional interest in the Frankfurt  Faci l i ty or Dig ital Osaka 

2, we assume that the rise in annualised rent is due to the acquisit ion of interest in the respect ive propert ies.  Digital Osaka 3 

excluded from Exhibit  as historical annualised rent is yet avai lable. n.a. = not avai lable.  ( 1 )  As last disclosed by DCREIT.  

Source: DCREIT’s IPO Prospectus , presentations and announcements, FPA  
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Accordingly, based on Exhibit 2 and Exhibit 4, we estimate the breakdown of annualised rent from each of DCREIT’s properties 

as shown in Exhibit 5. We observe that: (1) most of DCREIT’s properties are fully or mainly leased by one tenant; (2) 371 Gough 

Road is likely mainly leased by a “Global Technology Solutions Provider”, DCREIT’s top-fourth customer (by annualised rent) as 

at end-4Q FY2024; and (3) the Frankfurt Facility is mainly leased by a “Fortune 50 Software Company” and a “Fortune 25 Tech 

Company”, DCREIT’s top two customers (by annualised rent) as at end-4Q FY2024. 

Exhibit 5: Breakdown of Annualised Rent for DCREIT’s Properties (1Q FY2022 to 4Q FY2024) 

 
Note: Digital Osaka 3 excluded from this Exhibit  as historical annualised rent is yet avai lable. n.a. = not avai lable .  

Source: DCREIT’s IPO Prospectus, announcements and presentations, FPA   
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Net Property Income (“NPI”): 

NPI rose by 12.6% from US$27.9 million in 2H FY2023 to US$31.4 million in 2H FY2024 in line with the rise in gross revenue. 

 

Finance income: 

Finance income rose by 66.2% from US$3.0 million in 2H FY2023 to US$5.0 million in 2H FY2024.  

DCREIT noted that finance income “comprises interest income from a loan to associate and deposits placed with financial 

institutions”. DCREIT added that the “increase year-on-year was largely due to higher fixed deposits placed with banks and the 

increased 49.9% ownership percentage of the loan to associate until 5 December 2024 when the loan to associate became an 

intercompany loan and the Frankfurt associate became a subsidiary”. 

DCREIT’s interest income from advance to an associate rose by 52.1% from US$5.7 million in FY2023 to US$8.6 million in 

FY2024, in line with DCREIT’s acquisition of a further 24.9% interest in the Frankfurt Facility in April 2024. 

Meanwhile, interest income from cash & cash equivalents rose by 464.2% from US$0.4 million in FY2023 to US$2.5 million in 

FY2024. Interest income on cash & cash equivalents as a percentage of cash & cash equivalents (or “effective interest on 

interest income”) rose from 3.6% in FY2023 to 5.6% in FY2024 despite the average federal funds rate remaining around 5.2% 

in FY2023 & FY2024, generally in line with the “higher fixed deposits placed with banks” as noted by DCREIT. 

DCREIT’s finance income from FY2022 to FY2024 is shown in Exhibit 6. 

Exhibit 6: Finance Income (FY2022 to FY2024) 

 
Note: Breakdown of f inance income was avai lable only in DCREIT’s Annual Reports. Target federal funds rate (higher end of target  

range) from January 2022 to December 2024 is shown in Exhibit 7 .  

Source: DCREIT’s Annual Reports, U.S. Federal Reserve, FPA  
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Finance expenses: 

Finance expenses fell by 5.5% from US$13.9 million in 2H FY2023 to US$13.1 million in 2H FY2024. 

DCREIT noted that the fall in finance expenses was “due to the decreased cost of debt as a result of the reduced USD loan 

balances post the sale of the Divested Properties and partially offset by incremental EUR borrowings to partially finance the 

Frankfurt facility acquisition and the additional JPY borrowings to finance the Digital Osaka 2 (KIX11) acquisition”. 

Based on DCREIT’s financial statements, the balance on term loan used to “partially finance the acquisition of the initial IPO 

Portfolio” fell by 54.3% from US$350.0 million in 2H FY2023 to US$160.0 million in 2H FY2024.  

The balance on loan used to “finance the acquisition of the 65.0% interest in the Frankfurt Facility” rose by 100.8% from 

US$154.5 million in 2H FY2023 to US$310.2 million in 2H FY2024 in line with DCREIT’s acquisition of an additional 40.0% 

interest in the Frankfurt Facility.  

Meanwhile, the balance on term loan used to “finance the acquisition of the 20.0% interest in Digital Osaka 2” rose by 76.9% 

from US$46.4 million in 2H FY2023 to US$82.1 million in 2H FY2024 in line with DCREIT’s acquisition of an additional 10.0% 

interest in Digital Osaka 2. 

DCREIT’s finance expenses & borrowings from 1H FY2022 to 2H FY2024 are shown in Exhibit 7. 
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Exhibit 7: Finance Expenses (1H FY2022 to 2H FY2024) 

 
( 1 )  Issued in Apri l  2025.  

Source: DCREIT’s presentations & f inancials, U.S. Federal Reserve, FPA  
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Manager’s fee: 

Manager’s base fees fell by 44.0% from US$3.6 million in 2H FY2023 to US$2.0 million in 2H FY2024 despite a rise in DCREIT’s 

total assets while performance fees fell by 5.5% from US$13.9 million in 2H FY2023 to US$13.1 million in 2H FY2024 despite a 

rise in NPI.  

Based on the Annual Report for FY2024, DCREIT noted that the base fee is “0.5% per annum of the value of all the assets of 

the Group (“Deposited Property”)”. DCREIT also noted that the performance fee is “3.5% per annum of net property income”. 

DCREIT noted in the financial statements for 2H FY2024 that the “year-on-year decline in management fees resulted from the 

Manager waiving base and performance fees for the Frankfurt Facility in FY 2023 and FY 2024 while conducting a transfer 

pricing study on internal fee arrangements to prevent potential double-counting of the fees”. 

 

Trustee’s fee: 

Trustee’s fee fell by 2.1% from US$94,000 in 2H FY2023 to US$92,000 in 2H FY2024.  

Based on the Annual Report for FY2024, the “Trustee’s fees shall be charged at a rate of 0.015% of Deposited Property per 

annum, with a minimum of S$15,000 per month, excluding out-of-pocket expenses and goods and services tax in accordance 

with the Trust Deed”. 

 

Other trust expenses: 

Other trust expenses rose by 185.9% from US$0.7 million in 2H FY2023 to US$2.0 million in 2H FY2024. DCREIT noted that 

the “variance is largely due to additional tax advisory and professional fees related to the integration of the LA Assets, as well 

as legal and other expenses for the Group’s debt recast in 2H 2024”. 

Based on the Annual Report for FY2024, “Other expenses” rose by 491.2% from US$0.2 million in FY2023 to US$1.0 million in 

FY2024. DCREIT noted that “Other expenses include internal audit fees, realised foreign exchange and other fees and 

expenses”. 

 

Unrealised foreign exchange gain: 

Unrealised foreign exchange gain rose from US$0.2 million in 2H FY2023 to US$6.6 million in 2H FY2024. DCREIT noted that 

it “mainly relates to the USD revaluation of the EUR and JPY loans issued to fund investments into the Frankfurt Facility and 

Digital Osaka 2 (KIX11) asset”. 

 

Profit before tax, fair value, remeasurement loss & share of results: 

Mainly in line with the rise in finance income, fall in Manager’s base fee and rise in unrealised foreign exchange gain, profit 

before tax, fair value, remeasurement loss & share of results rose by 115.1% from US$11.6 million in 2H FY2023 to US$25.0 

million in 2H FY2024. 

 

Share of result of associate: 

Share of result of associate rose from a loss of US$18.0 million in 2H FY2023 to a profit of US$12.6 million in 2H FY2024. 

DCREIT noted that the profit in 2H FY2024 was “largely due to the 20% pro-rata share of profit and fair value gain recognised 

for Digital Osaka 2 associate as compared to a fair value loss recognised for the Frankfurt Facility which was classified as an 

associate in 2023”. 
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Remeasurement loss: 

DCREIT incurred a remeasurement loss of US$11.1 million in 2H FY2024 (none in 2H FY2023). DCREIT noted that its 

acquisition of a further 15.1% interest in the Frankfurt Facility in December 2024 “resulted in a change of control and 

reclassification of the investment from associate to a subsidiary” such that the remeasurement loss was recorded “based on the 

acquired price which was at a discount to the appraised and carrying value”. 

 

Fair value change in financial derivatives: 

Fair value change in financial derivatives was US$0.1 million in 2H FY2024 (none in 2H FY2023). DCREIT noted that it used 

“foreign exchange forward contracts to manage its income exposure to Japanese Yen and Euro currency fluctuations” and that 

the “change in fair value of the forward exchange contracts was recorded in the profit and loss statement”. 

 

Net fair value change in investment properties: 

Net fair value change in investment properties rose from a loss of US$139.2 million in 2H FY2023 to a gain of US$251.6 million 

in 2H FY2024. DCREIT noted that “result of the North American portfolio recorded an approximate 11% portfolio gain of 

US$135.7 million due to a combination of new and extension leases executed and positive market fundamentals”. DCREIT also 

noted that the “Frankfurt Facility recorded a US$115.9 million gain as the acquisition price of EUR470.0 million was an 

approximate 20% discount to the appraised valuation of EUR581.0 million”. 

 

Profit/(loss) before tax: 

Mainly due to the net change in fair value of investment properties, profit before tax rose from a loss of US$145.5 million in 2H 

FY2023 to a profit of US$278.2 million in 2H FY2024. 

 

Tax expense: 

Tax expense rose from a credit of US$16.5 million in 2H FY2023 to an expense of US$34.1 million in 2H FY2024. DCREIT noted 

that the “variance in tax expense was largely due to the net deferred tax expense recognised for the fair value gain of the 

investment properties”. 

 

Profit/(loss) after tax: 

Mainly due to the net change in fair value of investment properties, profit after tax rose from a loss of US$129.0 million in 2H 

FY2023 to a profit of US$244.1 million in 2H FY2024. 

 

Profit/(loss) after tax attributable to unitholders: 

Non-Controlling Interests (“NCI”) relate to the 10.0% interest in the North American properties and 35.0% interest in the Frankfurt 

Facility not held by DCREIT. 

Profit after tax attributable to NCI rose from a loss of US$11.4 million in 2H FY2023 to a profit of US$57.4 million in 2H FY2024. 

Accordingly, after deducting profit after tax attributable to NCI from profit after tax, profit after tax attributable to unitholders rose 

from a loss of US$117.7 million in 2H FY2023 to a profit of US$186.8 million in 2H FY2024. 
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Earnings Per Unit (“EPU”): 

Both the basic & diluted weighted number of units in issue rose by 15.7% from 2H FY2023 to 2H FY2024, mainly in line with the 

192,000,000 new units issued as part of the private placement in February 2024.  

Partly in line with the rise in issued units, EPU (basic in U.S. cents) rose from a loss of 10.47 in 2H FY2023 to a profit of 14.36 

in 2H FY2024 while EPU (diluted in U.S. cents) rose from a loss of 10.30 in 2H FY2023 to a profit of 14.14 in 2H FY2024. 

 

Distribution adjustments: 

After excluding mainly non-cash items, income available for distribution to unitholders rose by 17.0% from US$20.0 million in 

2H FY2023 to US$23.4 million in 2H FY2024.  

However, Distribution Per Unit (“DPU” in U.S. cents) rose by only 1.1% from 1.78 in 2H FY2023 to 1.80 in 2H FY2024 mainly in 

line with the 192,000,000 new units issued as part of the private placement in February 2024. 
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DCREIT’s performance in 2H FY2023 & 2H FY2024 is summarised in Exhibit 8. 

Exhibit 8: Financial Performance (2H FY2023 & 2H FY2024) 

 
n.a. = not avai lable.  

Source: DCREIT’s f inancials, FPA  
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DCREIT’s distributions in 2H FY2023 & 2H FY2024 are summarised in Exhibit 9. 

Exhibit 9: Distributions (2H FY2023 & 2H FY2024) 

 
n.m. = not meaningful.  

Source: DCREIT’s f inancials, FPA  
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INDUSTRY OUTLOOK 

In this section, we discuss the outlooks of data centre markets located where DCREIT’s property has or is expected to have 

vacancies. The outlooks (by data centre platform DatacenterHawk and dated January 2025) are collated from DCREIT’s 

presentation dated April 2025.  

 

(I) NORTHERN VIRGINIA DATA CENTRE MARKET 

According to DatacenterHawk, vacancy in Northern Virginia remained at less than 1% in 4Q 2024 as shown in Exhibit 10. 

DatacenterHawk indicated that wholesale rent (in price per kW per month) was expected to rise by 7.1% from US$210 in 2024 

to US$225 in 2025 while hyperscale rent was expected to rise by 13.6% from US$110 in 2024 to US$125 in 2025. 

DatacenterHawk noted that activity in Northern Virginia remained “focused on site selection, with Dominion enhancing its 

transmission network and providers migrating south toward Henrico County”. However, DatacenterHawk added that “Community 

concerns about data center projects are growing”. For instance, DCREIT raised that in “Leesburg, the Greenlin Park project, 

initially approved by the Planning Commission in July 2024, was restructured after a September public hearing”. 

Exhibit 10: Northern Virginia Data Centre Market (4Q FY2024) 

 
( 1 )  “Calculated based on the change in commissioned power quarter over quarter” as noted in DCREIT’s presentat ion. ( 2 )  “Wholesale 

pric ing represents deals with a deployment size from 250kW to 4MW and hyperscale pric ing represents deals greater than 4MW” a s 

noted in DCREIT’s presentat ion.  

Source: DatacenterHawk (as at January 2025; cited by DCREIT in Apri l  2025)   

https://links.sgx.com/1.0.0/corporate-announcements/5M19NWNQYBWECCAK/77dd37f8b54386a4949f4faf390f04482368fda8c02fbfdf9fb46fd4904a8dbe
https://links.sgx.com/1.0.0/corporate-announcements/5M19NWNQYBWECCAK/77dd37f8b54386a4949f4faf390f04482368fda8c02fbfdf9fb46fd4904a8dbe
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(II) LOS ANGELES DATA CENTRE MARKET 

According to DatacenterHawk, vacancy in Los Angeles was around 4–5% in 4Q 2024 as shown in Exhibit 11. DatacenterHawk 

indicated that wholesale rent was expected to remain around US$245 in 2023 & 2024 while hyperscale rent was expected to 

remain around US$150 in 2023 & 2024. 

DatacenterHawk noted that “growth in Los Angeles has picked up” after “many years with little to no new projects active 

simultaneously”. For instance, DatacenterHawk noted that DCREIT’s Sponsor, Digital Realty, has filed a “Notice of Preparation 

of Environmental Impact Report for planned facility at 727 S. Grand Avenue, Los Angeles” and that “Public comment period” 

was “currently ongoing”. 

Exhibit 11: Los Angeles Data Centre Market (4Q FY2024) 

 
( 1 )  “Calculated based on the change in commissioned power quarter over quarter” as noted in DCREIT’s presentat ion. ( 2 )  “Wholesale 

pric ing represents deals with a deployment size from 250kW to 4MW and hyperscale pric ing represents deals greater than 4MW” a s 

noted in DCREIT’s presentat ion.  
Source: DatacenterHawk (as at January 2025; cited by DCREIT in Apri l  2025)  
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(III) FRANKFURT DATA CENTRE MARKET 

According to DatacenterHawk, vacancy in Frankfurt remained less than 1% in 4Q 2024 as shown in Exhibit 12. DatacenterHawk 

indicated that wholesale rent was expected to fall by 5.1% from US$234 in 2024 to US$222 in 2025 while hyperscale rent was 

expected to fall by 5.5% from US$109 in 2024 to US$103 in 2025. 

DCREIT noted that hyperscalers “continue to drive pre-leasing activity, often on entire planned campus developments” and 

added that “many of these campuses are reserved ahead of planning consent, with options for contract cancellation if approval 

is not received”. DCREIT also mentioned that “AI workload demands continue to hamper construction start dates as liquid cooling 

designs are re-assessed, both from a design and capacity planning perspective”. 

Exhibit 12: Frankfurt Data Centre Market (4Q FY2024) 

 
( 1 )  “Calculated based on the change in commissioned power quarter over quarter” as noted in DCREIT’s presentat ion. ( 2 )  “Wholesale 

pric ing represents deals with a deployment size from 250kW to 4MW and hyperscale pric ing represents deals greater than 4MW” a s 

noted in DCREIT’s presentat ion.  
Source: DatacenterHawk (as at January 2025; cited by DCREIT in Apri l  2025)   
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(IV) OSAKA DATA CENTRE MARKET 

According to DatacenterHawk, vacancy in Osaka was around (or just below) 10% in 4Q 2024 as shown in Exhibit 13. 

DatacenterHawk indicated that wholesale rent was expected to fall by 7.3% from US$164 in 2024 to US$152 in 2025 while 

hyperscale rent was expected to fall by 7.8% from US$103 in 2024 to US$95 in 2025. 

DatacenterHawk noted that Japanese authorities would no longer minimise nuclear dependence in its long term energy planning, 

with Japan having “restarted the 825 MW Onagawa No. 2 nuclear reactor” in November 2024, the “first Boiling Water Reactor 

(BWR) to resume operation since the Fukushima Daiichi disaster 13 years ago”. DatacenterHawk added that “Osaka is gaining 

traction as an alternative to Tokyo for development, offering easier power access and more sites”. 

We provide more details on data centre markets in our industry report dated November 2024. 

Exhibit 13: Osaka Data Centre Market (4Q FY2024) 

 
( 1 )  “Calculated based on the change in commissioned power quarter over quarter” as noted in DCREIT’s presentat ion. ( 2 )  “Wholesale 

pric ing represents deals with a deployment size from 250kW to 4MW and hyperscale pric ing represents deals greater than 4MW” a s 

noted in DCREIT’s presentat ion.  
Source: DatacenterHawk (as at January 2025; cited by DCREIT in Apri l  2025)  

  

https://fpafinancial.com/wp-content/uploads/data-centre-market-view.pdf
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UNIT PRICE MOVEMENTS 

Since the publication of our initiation report, DCREIT’s unit price fell by 28.1% from US$0.640 on 19 July 2024 to US$0.460 on 

11 April 2025 as shown in Exhibit 14. 

Exhibit 14: Unit Price Performance 

 
Note: Exhibit  based on data from Invest ing.com, which provided historical unit  prices only to two decimal places.  

Source: Investing.com, FPA 

 

On 24 July 2024, DCREIT announced its 1H FY2024 results. Gross revenue fell by 9.6% from US$53.4 million in 1H FY2023 to 

US$48.3 million in 1H FY2024 while DPU (in U.S. cents) fell by 6.3% from 1.92 in 1H FY2023 to 1.80 in 1H FY2024. Unit price 

fell by 8.1% from US$0.6201 on 24 July 2024 to US$0.570 on 31 July 2024. 

On 23 October 2024, DCREIT released its Business & Operational Update for 3Q FY2024. Unit price rose by 5.0% from 

US$0.595 on 23 October 2024 to US$0.625 on 30 October 2024. 

On 12 February 2025, DCREIT announced its FY2024 and 2H FY2024 results. Gross revenue rose by 9.8% from US$49.2 

million in 2H FY2023 to US$54.0 million in 2H FY2024 while DPU (in U.S. cents) rose by 1.1% from 1.78 in 2H FY2023 to 1.80 

in 2H FY2024.  

On the same day, DCREIT released its notice of asset valuation which showed that most of DCREIT’s properties appreciated. 

DCREIT also announced that Serene Nah has been appointed as the Chairman of the Board. Previously, she was a Managing 

Director and the Head of Asia Pacific of Digital Realty, the sponsor of DCREIT. 

Unit price rose by 9.7% from US$0.515 on 12 February 2025 to US$0.565 on 19 February 2025. 

On 2 April 2025, U.S. President Donald Trump announced universal & “reciprocal” tariffs on U.S.’s trading partners. STI fell by 

14.2% from 3,954.21 on 2 April 2025 to 3,393.69 on 9 April 2025. In line with the fall in STI, DCREIT’s unit price fell by 10.6% 

from US$0.520 on 2 April 2025 to US$0.465 on 9 April 2025. 

  

 
1 Individual unit prices as extracted from SGX Stock Screener. 
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FINANCIAL PROJECTIONS 

(I) REVENUE & NET PROPERTY INCOME PROJECTIONS 

To project DCREIT’s revenue, we begin by projecting the average annualised rent in FY2025 & FY2026 for each of its properties. 

1. 44520 Hastings Drive: Annualised rent rose by 2.0% in 3Q FY2022 & 3Q FY2023. We assume that annualised rent in 

1Q FY2025 will be the same as in 4Q FY2024 and that annualised rent will rise by 2.0% in 3Q FY2025 & 3Q FY2026. 

Thus, we project that the average annualised rent (at 100.0% share) will be US$16.1 million in FY2025 and US$16.4 

million in FY2026 as follows: 

Average annualised rent at 100.0% share (FY2025) = [Sum of annualised rent at 90.0% share (1Q to 4Q FY2025) 

× 
1

no.of quarters
 ] × 

1

DCREIT′s share
  

= [(US$14.3 million × 2 + US$14.3 million × 102.0% × 2) × 
1

4
] 

× 
1

90.0%
 

        = US$14.5 million × 
1

90.0%
 

        = US$16.1 million 

Average annualised rent at 100.0% share (FY2026) = Average annualised rent at 100.0% share (FY2025)  

× 102.0%  

        = US$16.1 million × 102.0%  

        = US$16.4 million 
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2. 8217 Linton Hall Road: DCREIT mentioned in January 2025 that the “customer option to renew the lease for 8217 

Linton Hall in Northern Virginia expired unexercised on 31 December 2024”. DCREIT added that the “current lease 

expires on 30 June 2025” and that every “one month of downtime” thereafter “represents approximately 0.06 cents of 

DPU”. We also note that, according to DatacenterHawk, vacancy in the Northern Virginia data centre market has 

remained below 1% from 4Q 2023 to 4Q 2024 as shown in Exhibit 10 (page 18). Thus, we assume that DCREIT will 

secure a new tenant in 4Q FY2025 (in six months) after the current customer’s lease expires at end-2Q FY2025. 

 

Based on the valuation certificate (dated August 2021) found in DCREIT’s IPO Prospectus, the property’s contract rent 

was “$91.39 per kW per month” for the sole “Fortune 50 software company” tenant. From FY2022 to FY2024, annualised 

rent rose by 1.0% in 3Q of each Financial Year (“FY”). We assume that the contract rent (in price per kW per month) of 

US$91.39 is after rent reversion in the quarter (3Q FY2021). Therefore, the contract rent will likely have risen further by 

1.0% annually to US$94.16 at end-2Q FY2025.  

 

As also shown in Exhibit 10, DatacenterHawk indicated that hyperscale rent was expected to rise to US$125 in 2025. 

Hyperscale rent was indicated as US$90 in 2022 and US$95 in 2023, generally in line with the estimated contract rent 

for 8217 Linton Hall Road in the same period. Therefore, the contract rent of 8217 Linton Hall Road may rise by 32.8% 

from US$94.16 at end-2Q FY2025 to US$125.00 at end-1Q FY2026. 

 

We assume that annualised rent will rise proportionally to the rise in contract rent. Thus, we project that annualised rent 

at 90.0% share (and 100.0% share) will rise by 32.8% from US$9.9 million (US$11.0 million) at end-2Q FY2024 to 

US$13.1 million (US$14.5 million) at end-1Q FY2025 after DCREIT secures new tenant(s). Thereafter, we assume that 

annualised rent at 90.0% share (and 100.0% share) will rise by 1.0% to US$13.2 million (US$14.7 million) at end-3Q 

FY2026, such that the average annualised rent will be US5.5 million in FY2025 and US$14.6 million in FY2026 as 

follows: 

Average annualised rent at 100.0% share (FY2025) = [Sum of annualised rent at 90.0% share (1Q to 4Q FY2025) 

× 
1

no.of quarters
 ] × 

1

DCREIT′s share
  

        = [(US$9.9 million × 2) × 
1

4
] × 

1

90.0%
 

        = US$4.9 million × 
1

90.0%
 

        = US$5.5 million 

Average annualised rent at 100.0% share (FY2026) = [Sum of annualised rent at 90.0% share (1Q to 4Q FY2026) 

× 
1

no.of quarters
 ] × 

1

DCREIT′s share
  

= [(US$13.1 million × 2 + US$13.2 million × 2) × 
1

4
] × 

1

90.0%
 

        = US$13.2 million × 
1

90.0%
 

        = US$14.6 million 

https://links.sgx.com/1.0.0/corporate-announcements/72IXI6ADXFPWIEAO/370b978bde3d128836d808a263cb835a62369a546afe438682b2f70a16ac8e24
https://links.sgx.com/1.0.0/corporate-announcements/72IXI6ADXFPWIEAO/370b978bde3d128836d808a263cb835a62369a546afe438682b2f70a16ac8e24
https://links.sgx.com/1.0.0/ipo-prospectus/3356
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3. 43831 Devin Shafron Drive: From FY2022 to FY2024, annualised rent rose by around 3.0% in 2Q of each FY. WALE 

was 1.3 years at end-4Q FY2024, which suggests that the existing lease may end in 2Q FY2026. Based on the valuation 

certificate (dated August 2021) in DCREIT’s IPO Prospectus, the property was “100% leased to a Global Cloud Provider 

via a lease that commenced May 1, 2006 and expires April 1, 2026”. The valuation certificate also noted that the lease 

“expires April 2026 but given the tenant’s continued investment in the subject and growth in the Northern Virginia data 

center market, we assume a high renewal probability of 90 percent”1. We assume that the “Global Cloud Provider” will 

renew its lease in April 2026 as vacancy in the Northern Virginia data centre market has remained below 1% from 4Q 

2023 to 4Q 2024 according to DatacenterHawk. 

 

Accordingly, we project that the annualised rent of 43831 Devin Shafron Drive will rise by 3.0% in 2Q FY2025 & 2Q 

FY2026 such that the average annualised rent at share (and 100.0% share) will be US$1.8 million (US$2.0 million) in 

FY2025 and US$1.8 million (US$2.0 million) in FY2026. 

 

4. 3011 Lafayette Street: Annualised rent rose by 2.0% in 1Q FY2023 & 1Q FY2024. WALE was 5.1 years at end-4Q 

FY2024, which suggests that the existing lease is unlikely to expire in FY2025 & FY2026. Accordingly, we project that 

the annualised rent will rise by 2.0% in 1Q FY2025 & 1Q FY2026 such that the average annualised rent at share (and 

100.0% share) will be US$12.7 million (US$14.1 million) in FY2025 and US$12.9 million (US$14.4 million) in FY2026. 

 

5. 1500 Space Park Drive: As part of the agreement to resolve Cyxtera’s bankruptcy, Cyxtera’s lease was assumed & 

assigned to Brookfield with no change in lease terms or rental rate. From FY2022 to FY2024, annualised rent rose by 

2.0% in 3Q of each FY. WALE was 9.7 years at end-4Q FY2024, which suggests that the existing lease is unlikely to 

expire in FY2025 & FY2026. Accordingly, we project that annualised rent will rise by 2.0% in 3Q FY2025 & 3Q FY2026 

such that the average annualised rent at share (and 100.0% share) will be US$4.4 million (US$4.8 million) in FY2025 

and US$4.4 million (US$4.9 million) in FY2026. 

 

6. 371 Gough Road: As may be seen in Exhibit 5 (page 9), we estimate that 371 Gough Road is mainly occupied by (in 

descending order of estimated annualised rent) a “Global Technology Solutions Provider”, the newly-onboarded “Next-

Generation AI Computing Developer” and a “Global Cloud and Software Service Provider”. 

 

As the annual rent reversion for DCREIT’s properties generally ranged between 1.0% to 3.0% from FY2022 to FY2024, 

we assume that the annual rent reversion for 371 Gough Road will be 2.0% in FY2025 & FY2026, the middle of the 1.0–

3.0% range. We also assume that the annual rent reversion will occur at the start of 3Q FY2025 & 3Q FY2026 such that 

the annualised rent will be higher in the second-half than the first-half of each FY from FY2025 to FY2026. We assume 

too that the USD-to-CAD (Canadian Dollar) exchange rate for FY2025 & FY2026 will remain the same as at end-4Q 

FY2024. Thus, we project that the average annualised rent at share (and at 100.0% share) will be US$12.8 million 

(US$14.2 million) in FY2025 and US$13.1 million (US$14.5 million) in FY2026. 

  

 
1 “probably” in quote amended to “probability”. 

https://links.sgx.com/1.0.0/ipo-prospectus/3356
https://links.sgx.com/1.0.0/ipo-prospectus/3356
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7. 200 North Nash Street: Annualised rent at share rose by 98.7% from US$2.7 million at end-3Q FY2024 to US$5.4 

million at end-4Q FY2024 while WALE rose from nil to 1.8 years in the same period after DCREIT signed rental 

agreements which had higher rents than those previously in place. Prior, annualised rent rose by 2.5% in 1Q FY2023 & 

1Q FY2024. We assume that annualised rent will rise by 2.5% in 1Q FY2025 & 1Q FY2026. Thus, we project that the 

average annualised rent at share (and at 100.0% share) will rise to US$5.5 million (US$6.2 million) in FY2025 and 

US$5.7 million (US$6.3 million) in FY2026. 

 

8. 3015 Winona Avenue: Annualised rent at share rose by 49.0% from US$2.2 million at end-3Q FY2024 to US$3.3 million 

at end-4Q FY2024 while WALE rose from nil to 3.2 years in the same period after DCREIT signed rental agreements 

which had higher rents than those previously in place. Prior, annualised rent rose by 2.0% in 1Q FY2023 & 1Q FY2024. 

We assume that annualised rent will rise by 2.0% in 1Q FY2025 & 1Q FY2026. Thus, we project that the average 

annualised rent at share (and at 100.0% share) will rise to US$3.3 million (US$3.7 million) in FY2025 and US$3.4 million 

(US$3.8 million) in FY2026. 

 

9. Frankfurt Facility: As the annual rent reversion for DCREIT’s properties generally ranged between 1.0% to 3.0% from 

FY2022 to FY2024, we assume that the annual rent reversion for the Frankfurt Facility will be 2.0% in FY2025 & FY2026, 

the middle of the 1.0–3.0% range. We also assume that the annual rent reversion will occur at the start of 3Q FY2025 

& 3Q FY2026 such that the annualised rent will be higher in the second-half than the first-half of each FY from FY2025 

to FY2026. We assume too that the USD-to-EUR (Euro) exchange rate for FY2025 & FY2026 will remain the same as 

at end-4Q FY2024. Thus, we project that the average annualised rent at share (and at 100.0% share) will be US$30.9 

million (US$47.5 million) in FY2025 and US$31.5 million (US$48.4 million) in FY2026. 

 

10. Digital Osaka 2: While rental income from Digital Osaka 2 has yet been included in DCREIT’s rental income, we project 

the annualised rent of Digital Osaka 2 for use in projecting share of results of associates later. Annualised rent at share 

rose by 88.8% from US$3.7 million at end-4Q FY2023 to US$7.0 million at end-1Q FY2024 after DCREIT acquired an 

additional 10.0% interest in Digital Osaka 2 in March 2024. 

 

As the annual rent reversion for DCREIT’s properties generally ranged between 1.0% to 3.0% from FY2022 to FY2024, 

we assume that the annual rent reversion for Digital Osaka 2 will be 2.0% in FY2025 & FY2026, the middle of the 1.0–

3.0% range. We also assume that the annual rent reversion will occur at the start of 3Q FY2025 & 3Q FY2026 such that 

the annualised rent will be higher in the second-half than the first-half of each FY from FY2025 to FY2026. We assume 

too that the USD-to-JPY (Japanese Yen) exchange rate for FY2025 & FY2026 will remain the same as at end-4Q 

FY2024. Thus, we project that the average annualised rent at share will be US$7.0 million in FY2025 and US$7.2 million 

in FY2026. 

 

11. Digital Osaka 3: While rental income from Digital Osaka 3 has yet been included in DCREIT’s rental income, we project 

the annualised rent of Digital Osaka 3 for use in projecting share of results of associates later. Historical annualised rent 

is yet available as DCREIT acquired the 20.0% interest in Digital Osaka 3 only in March 2025. 

 

We note that the customer IT load for the data centre held by Digital Osaka 2 is 25,500 kW while the customer IT load 

for the data centre held by Digital Osaka 3 is 19,900 kW. Given that the two data centres are both located on the same 

campus, we assume that the rental rates for both data centres are the same. Accordingly, we project that annualised 

rent from 1Q FY2025 to 4Q FY2026 for Digital Osaka 3 is 
19,900

25,500
 (or 

Customer IT Load (data centre held by Digital Osaka 3)

Customer IT Load (data centre held by Digital Osaka 2)
) 

that of Digital Osaka 2 in the same respective periods such that we project the average annualised at share of Digital 

Osaka 3 to be US$5.5 million in FY2025 and US$5.6 million in FY2026. 
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We assume no straight-line or other non-cash rent such that the projected average annualised rent (at 100.0% share) from each 

property in FY2025 & FY2026 reflects their respective contributions to DCREIT’s rental income in the same respective periods. 

Our projections of annualised rent in FY2025 & FY2026 for each of DCREIT’s properties are shown in Exhibit 15. 

Exhibit 15: Projected Annualised Rent (1Q FY2025 to 4Q FY2026) 

 
n.a. = not available.  

Source: DCREIT’s presentations & announcements, FPA  
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To project gross revenue, we project the difference between the revenue and average annualised rent for each of DCREIT’s 

properties.  

For all properties except 8217 Linton Hall Road and the Frankfurt Facility, we assume that the difference in FY2025 & FY2026 

will be the average from FY2022 to FY2024. 

For 8217 Linton Hall Road, we assume that DCREIT will take six months to secure a new lease for the property in FY2025. 

Thus, we assume that the difference in FY2025 to be half (based on the number of quarters with active tenancy) of the average 

from FY2022 to FY2024. We also assume that the difference in FY2026 will be the average from FY2022 to FY2024. 

For the Frankfurt Facility, the difference in FY2024 (based on 5–31 December 2024 or 27 out of 366 days in FY2024) was 

US$1.3 million. Thus, we assume that the difference in FY2025 & FY2026 will be US$17.6 million (US$1.3 million × 

366 (days from 1 Jan 2024 to 31 Dec 2024)

27 (days from 5 Dec 2024 to 31 Dec 2024)
). 

Accordingly, we project that gross revenue will be US$159.5 million in FY2025 and US$175.1 million in FY2026 as shown in 

Exhibit 16. 

To project NPI, we assume that property operating expenses in FY2025 & FY2026 for all properties except 8217 Linton Hall 

Road and the Frankfurt Facility will be the average from FY2022 to FY2024. 

For 8217 Linton Hall Road, we assume that the property operating expenses in FY2025 to be half (based on the number of 

quarters with active tenancy) of the average from FY2022 to FY2024. We also assume that the property operating expenses in 

FY2026 will be the average from FY2022 to FY2024. 

For the Frankfurt Facility, property operating expenses in FY2024 (based on 5–31 December 2024 or 27 out of 366 days in 

FY2024) were US$2.0 million. Thus, we assume that the property operating expenses in FY2025 & FY2026 will be US$27.1 

million (US$2.0 million × 
366 (days from 1 Jan 2024 to 31 Dec 2024)

27 (days from 5 Dec 2024 to 31 Dec 2024)
). 

Accordingly, we project that NPI will be US$99.5 million in FY2025 and US$110.8 million in FY2026 as shown in Exhibit 17. 
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Exhibit 16: Projected Gross Revenue (FY2025 & FY2026) 

 
Source: DCREIT’s f inancials & presentations, FPA   
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Exhibit 17: Projected Net Property Income (FY2025 & FY2026) 

 
Source: DCREIT’s f inancials & presentations, FPA   



     

 

31 
 

 www.fpafinancial.com 

 
11 April 2025 

(II) EARNINGS PROJECTION 

Other income: 

Given that DCREIT has at least 20.0% interest in each of its properties, we assume no other income in FY2025 & FY2026. 

 

Finance income: 

DCREIT noted in February 2025 that “Subsequent to the acquisition of the Frankfurt Facility to a subsidiary, the interest income 

earned from the subsidiary would be eliminated at group level”. Accordingly, we assume that DCREIT will not receive further 

interest income from its loan to associate. 

Our projections of DCREIT’s finance income from FY2025 to FY2026 are shown in Exhibit 18. 

Exhibit 18: Projected Finance Income (FY2025 to FY2026) 

 
Note: Project ions of target federal funds rate (higher end of target range) from January 2025 to December 2026 are shown in Exhibi t  

19.  

Source: DCREIT’s Annual Reports, U.S. Federal Reserve, FPA  

 

  

https://links.sgx.com/1.0.0/corporate-announcements/JG29KD1JA4XZ4IKD/1b1315d2705c6134752e6ce21a16eb2e80e3befe82bc5d5ae3e895f821cf7fa6
https://links.sgx.com/1.0.0/corporate-announcements/JG29KD1JA4XZ4IKD/1b1315d2705c6134752e6ce21a16eb2e80e3befe82bc5d5ae3e895f821cf7fa6
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Finance expenses: 

Finance expenses comprised interest expense on borrowings, amortisation of upfront debt-related transaction costs, interest 

expense on shareholder loan and dividends on preferred units. 

Our projections of finance expenses from 1H FY2025 to 2H FY2026 are shown in Exhibit 19. 

Exhibit 19: Projected Finance Expenses (1H FY2025 to 2H FY2026) 

 
( 1 )  Issued in Apri l  2025.  

Source: DCREIT’s f inancials, U.S. Federal Reserve, FPA 
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Manager’s fees: 

We assume that Manager’s base fee as a percentage of total assets will be 0.50% in FY2025 & FY2026. We also assume that 

Manager’s performance fee as a percentage of NPI will be 3.5% in FY2025 & FY2026. 

 

Trustee’s fee: 

Trustee’s fee generally remained around US$92,000 after rising from US$76,000 in 1H FY2022 to US$91,000 in 1H FY2023, 

despite changes in total assets, as shown in Exhibit 20. We assume that trustee’s fee as an annualised (i.e., multiplied by two) 

percentage of total assets will be 0.011% from 1H FY2025 to 2H FY2026, the average from 1H FY2022 to 2H FY2024.  

Exhibit 20: Projected Trustee’s Fee (1H FY2025 to 2H FY2026) 

 
Source: DCREIT’s f inancials, FPA 

 

Other trust expenses: 

Other trust expenses in FY2022 (DCREIT’s first FY after listing) may include other one-off expenses besides the US$1.4 million 

listing-related professional fees isolated in Exhibit 21. Thus, we assume that other trust expenses in FY2025 & FY2026 will be 

US$2.7 million, the average from FY2023 to FY2024. 

Exhibit 21: Projected Trust Expenses (FY2025 & FY2026) 

 
( 1 )  Est imated by mult iply ing the respect ive expenses by 

365 (𝑑𝑎𝑦𝑠 𝑓𝑟𝑜𝑚 1 𝐽𝑎𝑛 2022 𝑡𝑜 31 𝐷𝑒𝑐 2022)

417 (𝑑𝑎𝑦𝑠 𝑓𝑟𝑜𝑚 10 𝑁𝑜𝑣 2021 𝑡𝑜 31 𝐷𝑒𝑐 2022)
. 

Source: DCREIT’s Annual Reports, FPA 
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Share of results of associates: 

Share of results of associates relates to DCREIT’s 20.0% interest in Digital Osaka 2 and 20.0% interest in Digital Osaka 3 (latter 

acquired on 25 March 2025). Our projections of share of results of associates are shown in Exhibit 22. 

Exhibit 22: Projected Share of Results of Associate (FY2025 to FY2026) 

 

Note: FY2024 as indicated in DCREIT’s Annual Report for FY2024. ( 1 )  FY2025 adjusted by 
281 (𝑑𝑎𝑦𝑠 𝑓𝑟𝑜𝑚 26 𝑀𝑎𝑟 2025 𝑡𝑜 31 𝐷𝑒𝑐 2025)

365 (𝑑𝑎𝑦𝑠 𝑓𝑟𝑜𝑚 1 𝐽𝑎𝑛 2025 𝑡𝑜 31 𝐷𝑒𝑐 2025)
.  ( 2 )  FY2025 

adjusted by 
25,000 + 19,900 (IT load in kW of data centre held by Digital Osaka 3) × A

25,500 (IT load in kW of data centre held by Digital Osaka 2)
,  where A = 

281 (𝑑𝑎𝑦𝑠 𝑓𝑟𝑜𝑚 26 𝑀𝑎𝑟 2025 𝑡𝑜 31 𝐷𝑒𝑐 2025)

365 (𝑑𝑎𝑦𝑠 𝑓𝑟𝑜𝑚 1 𝐽𝑎𝑛 2025 𝑡𝑜 31 𝐷𝑒𝑐 2025)
;  FY2026 adjusted by 

25,000+19,900

25,500
.  

Source: DCREIT’s Annual Report & presentations, FPA 



     

 

35 
 

 www.fpafinancial.com 

 
11 April 2025 

Unrealised foreign exchange gain: 

We assume no unrealised foreign exchange in FY2025 & FY2026. 

 

Remeasurement loss: 

We assume no unrealised foreign exchange in FY2025 & FY2026. 

 

Fair value change in financial derivatives: 

We assume no fair value change in financial derivatives in FY2025 & FY2026. 

 

Net fair value change in investment properties: 

We assume no net fair value change in investment properties in FY2025 & FY2026. 

 

Profit before tax: 

Accordingly, we project that profit before tax will be US$68.8 million in FY2025 and US$84.5 million in FY2026. 

 

Tax expense: 

We assume a tax rate of 24.6%, the average from 1Q FY2022 to 4Q FY2024 (excluding 4Q of FY2022 to FY2024, in which net 

fair value change of investment properties is accounted for). 

 

Profit after tax: 

After deducting tax expense, we project that profit after tax will be US$51.9 million in FY2025 and US$63.7 million in FY2026. 

 

Profit after tax attributable to unitholders: 

DCREIT holds 90.0% interest in its North American properties and 65.0% interest in the Frankfurt Facility. Based on DCREIT’s 

interest in its respective properties, we project that the percentage of NPI attributable to unitholders is 80.5% (US$80.1 million 

out of US$99.5 million) in FY2025 and 81.2% (US$90.0 million out of US$110.8 million) in FY2026. 

We assume that the percentage of profit after tax attributable to unitholders will be the same as that for projected NPI attributable 

to unitholders. Accordingly, we project that profit after tax attributable to unitholders will be US$41.7 million (80.5% of US$51.9 

million) in FY2025 and US$51.7 million (81.2% of US$63.7 million) in FY2026. 

 

Earnings per unit: 

We assume that the issued number of units in FY2025 & FY2026 will remain the same as in FY2024 (e.g., due to DCREIT’s unit 

buybacks cancelling out units issued for manager’s fees). Thus, we project that EPU (basic in U.S. cents) will be 3.21 in FY2025 

and 3.98 in FY2026. We also project that EPU (diluted in U.S. cents) will be 3.16 in FY2025 and 3.91 in FY2026.  
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Our projections of DCREIT’s financial performance in FY2025 & FY2026 are summarised in Exhibit 23. 

Exhibit 23: Projected Financial Performance (FY2025 & FY2026) 

 
Source: DCREIT’s Annual Reports & f inancials, FPA  
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(III) DISTRIBUTION PROJECTION 

DCREIT provided pro forma figures that accounted for the various developments in FY2024 as shown in Exhibit 24. We shall 

work with the pro forma figures to project DCREIT’s DPU for FY2025 & FY2026. 

Based on DCREIT’s pro forma figures, DCREIT’s DPU (in U.S. cents) may fall by 1% (3% + 4% + 2% – 10%) from 3.60 in 

FY2024 to around 3.56 in FY2025. 

Of the developments noted in Exhibit 24, we note that DCREIT estimated the “Linton Hall Lease Roll” will lead to a 10% 

reduction in pro forma DPU. DCREIT’s DPU (in U.S. cents) was 3.60 in FY2024. Thus, 10% is around 0.36 U.S. cents. 

DCREIT mentioned in January 2025 that the “customer option to renew the lease for 8217 Linton Hall in Northern Virginia 

expired unexercised on 31 December 2024”. DCREIT added that the “current lease expires on 30 June 2025” and that every 

“one month of downtime” thereafter “represents approximately 0.06 cents of DPU”. We note that DCREIT thus accounted for 

around six months’ worth of downtime in 2H FY2025. 

However, we estimate that the contract rent of 8217 Linton Hall Road may rise by 32.8% from US$94.16 at end-2Q FY2025 to 

US$125.00 at end-1Q FY2026 (page 24). Should the DPU from 8217 Linton Hall Road rise proportionally, DCREIT’s DPU (in 

U.S. cents) may rise by 0.24 (0.06 per month × 32.8% rent reversion × 12 months) from 3.60 in FY2024 to 3.84 in FY2026. 

DCREIT also noted in March 2025 that it acquired a 20.0% interest in Digital Osaka 3. DCREIT added that the acquisition was 

“expected to be approximately 1.8% accretive” to DPU such that DCREIT estimated its DPU (in U.S. cents) would have risen 

by 1.8% from 3.60 in FY2024 to a pro forma figure of 3.67 in the same period had DCREIT “completed the acquisition on 1 

January 2024 and held and operated the Osaka data centre through 31 December 2024”. 

We project that the acquisition of 20.0% interest in Digital Osaka 3 would raise DCREIT’s DPU (in U.S. cents) by 0.05 in FY2025 

(0.07 × 
281 (days from 26 Mar 2025 to 31 Dec 2025)

365 (days from 1 Jan 2025 to 31 Dec 2025)
) and by 0.07 in FY2026. 

Overall, we project that DCREIT’s DPU (in U.S. cents) will rise to 3.621 (3.56 + 0.05) in FY2025 and 3.91 (3.84 + 0.07) in FY2026. 

Exhibit 24: Pro Forma DPU for FY2024 

 
Source: DCREIT’s presentation  

 
1 Difference of 0.01 U.S. cent due to rounding. 
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VALUATION ANALYSIS 

(I) PEER COMPARISON ANALYSIS 

We performed a peer comparison analysis to review how DCREIT is faring against industry peers in terms of current valuation 

metrics. We selected peer companies whose portfolios comprised mostly (i.e., more than 50.0%) data centres. Then, we 

compared DCREIT against its peers in terms of P/E multiple, P/B multiple and dividend yield. 

Below, we list the selected peer companies to compare with DCREIT (along with a brief description of each company) as follows: 

 

i. Mapletree Industrial Trust (“MIT”) 

MIT has a market capitalisation of S$5.5 billion as at 11 April 2025. According to MIT, its “total assets under management was 

S$9.2 billion” as at 31 December 2024 and “comprised 56 properties in North America (including 13 data centres held through 

the joint venture with Mapletree Investments Pte Ltd), 83 properties in Singapore and two properties in Japan”. MIT also noted 

that its portfolio “includes Data Centres, Hi-Tech Buildings, Business Park Buildings, Flatted Factories, Stack-up/Ramp-up 

Buildings and Light Industrial Buildings”. MIT indicated separately that data centres comprise 55.9% of MIT’s assets under 

management as at 31 December 2024. 

 

ii. Keppel DC REIT (“KDCREIT”) 

KDCREIT has a market capitalisation of S$4.4 billion as at 11 April 2025. According to KCDREIT, it “has a diversified global 

portfolio with strong Asia Pacific presence, with assets under management of approximately $5.0 billion as at 31 December 

2024”. KDCREIT also noted that its portfolio “comprises 25 data centres strategically located in key data centre hubs in 14 cities 

across ten countries in Asia Pacific and Europe”. 

 

The results of our peer comparison analysis are shown in Exhibit 25. 

Exhibit 25: Peer Comparison Analysis 

 
(1 )  &  (2 )  Trail ing Twelve-Month (“TTM”).  (3 ) Based on most recent f inancial statement ; DCREIT noted in March 2025 that i ts 

acquisit ion of 20.0% interest in Digital Osaka 3 was “ expected to be NAV-neutral”.  

Source: SGX Stock Screener, FPA  

https://links.sgx.com/FileOpen/20250122_3QFY24_Press%20Release.ashx?App=Announcement&FileID=831079
https://links.sgx.com/FileOpen/20250122_3QFY24_Press%20Release.ashx?App=Announcement&FileID=831079
https://links.sgx.com/FileOpen/20250122_3QFY24_Press%20Release.ashx?App=Announcement&FileID=831079
https://links.sgx.com/1.0.0/corporate-announcements/SYR5NZ5QVHID8SAZ/ed9c40ece6fb22125f71747c70f7b5f6e128061268f64ab2c27088355bef83da
https://links.sgx.com/1.0.0/corporate-announcements/SYR5NZ5QVHID8SAZ/ed9c40ece6fb22125f71747c70f7b5f6e128061268f64ab2c27088355bef83da
https://links.sgx.com/1.0.0/corporate-announcements/DZ0DEI2H7ZFN4LXR/ff91a00787ef3cfc5f6128c19f954249418cfdaae634ccc667153b765dfc9946
https://links.sgx.com/1.0.0/corporate-announcements/DZ0DEI2H7ZFN4LXR/ff91a00787ef3cfc5f6128c19f954249418cfdaae634ccc667153b765dfc9946
https://links.sgx.com/1.0.0/corporate-announcements/DZ0DEI2H7ZFN4LXR/ff91a00787ef3cfc5f6128c19f954249418cfdaae634ccc667153b765dfc9946
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(a) P/E multiple 

Based on the results in Exhibit 25, DCREIT is currently trading at a P/E multiple of 3.0x which is lower than the peer average 

P/E of 28.5x. This suggests that DCREIT is undervalued at the current unit price. As the peer average P/E of 28.5x is substantially 

higher than DCREIT’s P/E multiple of 3.0x, we compare DCREIT’s P/E multiple with KDCREIT’s P/E multiple of 11.4x (lowest 

amongst DCREIT’s peers) instead. Adopting a relative valuation approach, we estimate a target price of US$1.764 if DCREIT is 

to trade at KDCREIT’s P/E multiple of 11.4x as follows: 

  Estimated target price (P/E multiple) = KDCREIT’s P/E × TTM Diluted EPU 

       = 11.4 × US$0.1554 

       = US$1.764 

The estimated target price of US$1.764 represents an upside potential of 283.5% from the current unit price of US$0.460. 

 

(b) P/B multiple 

Based on the results in Exhibit 25, DCREIT is currently trading at a P/B multiple of 0.58x which is lower than the peer average 

P/B of 1.19x. This suggests that DCREIT is undervalued at the current unit price. Adopting a relative valuation approach, we 

estimate a target price of US$0.937 if DCREIT is to trade at the peer average P/B of 1.19x as follows: 

  Estimated target price (P/B multiple) = Peer average P/B × NAV per unit 

       = 1.19 × US$0.79 

       = US$0.937 

The estimated target price of US$0.937 represents an upside potential of 103.7% from the current unit price of US$0.460. 

 

(c) Dividend yield 

Based on the results in Exhibit 25, DCREIT’s current dividend yield of 7.83% is more attractive than the peer average yield of 

5.97%, which suggests that DCREIT is undervalued at the current unit price. Adopting a relative valuation approach, we estimate 

a target price of US$0.603 if DCREIT is to trade at the peer average yield as follows: 

  Estimated target price (dividend yield) = 
DCREIT′s dividend yield

Peer average yield
 × Current unit price 

       = 
7.83%

5.97%
 × US$0.460 

       = US$0.603 

The estimated target price of US$0.603 represents an upside potential of 31.1% from the current unit price of US$0.460. 
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(d) Target price 

From our analysis, DCREIT seems to be undervalued in terms of its P/E multiple, P/B multiple and dividend yield. By averaging 

our estimated target prices based on P/E multiple, P/B multiple and dividend yield, we derive an overall target price of US$1.101 

as follows: 

  Overall target price = 
1

3
 × [Estimated target price (P/E multiple) + Estimated target price (P/B multiple)  

+ Estimated target price (dividend yield)] 

= 
1

3
 × [US$1.764 + US$0.937 + US$0.603] 

= US$1.101 

The overall target price of US$1.101 represents an upside potential of 139.4% from the current unit price of US$0.460. 

However, we note that the overall target price of US$1.101 was mainly pulled up by the estimated target price of US$1.764 

based on the peer average P/E. We also note that net gain in fair value of investment properties of US$251.6 million in FY2024 

was 82.4% of the profit before tax of US$305.5 million in FY2024. DCREIT’s diluted EPU may be disproportionally influenced 

by non-cash items (that are likely to have minimal impact on distributions), which may thus distort DCREIT’s P/E multiple.  

Accordingly, we shall exclude P/E multiple from our peer comparison analysis. By averaging our estimated target prices based 

on P/B multiple and dividend yield, we derive an overall target price of US$0.770 as follows: 

Overall target price (amended) = 
1

2
 × [Estimated target price (P/B multiple) + Estimated target price (dividend yield)] 

= 
1

2
 × [US$0.937 + US$0.603] 

= US$0.770 

The amended overall target price of US$0.770 represents an upside potential of 67.4% from the current unit price of US$0.460. 
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POTENTIAL CATALYSTS 

(I) RENT REVERSION DURING LEASE RENEWAL 

DCREIT noted in April 2024 that “both anchor customers on the Frankfurt campus, a AAA-flat and a AA-plus cloud provider, 

renewed their existing lease agreements during the first quarter for five years of additional term at a positive 2.0% cash rental 

reversion”. The existing leases of current tenants may have embedded rent reversion that takes effect when the leases are 

renewed. Thus, DCREIT’s rental income may rise should current tenants choose to renew their leases when their respective 

lease expiration dates approach.  

As at end-4Q FY2024, DCREIT’s properties with the three shortest remaining WALE (excluding 8217 Linton Hall Road which 

DCREIT has already noted that the current lease will expire at end-2Q FY2025) are as follows (in descending order):  

1. 43831 Devin Shafron Drive (WALE of 1.3 years and annualised rent at 90.0% share of US$1.7 million); 

 

2. 200 North Nash Street (WALE of 1.8 years and annualised rent at 90.0% share of US$5.4 million); and  

 

3. 3015 Winona Avenue (WALE of 3.2 years and annualised rent at 90.0% share of US$3.3 million). 

 

For reference, DCREIT’s total annualised rent at share was US$101.5 million as at end-4Q FY2024. 

 

(II) ACRETIVE ACQUISITION OF DATA CENTRES 

In March 2025, DCREIT announced that it acquired a 20.0% interest in Digital Osaka 3, which “holds the data centre located at 

Lot 2-1, 6-Chome, Ao-kita, Saito, Minoh-city, Osaka, Japan 2 (“KIX12” or the “Osaka Data Centre”)” (footnote removed from 

quote) that is located “on the same campus, but separate from” the one held by Digital Osaka 2.  

DCREIT noted that the acquisition was expected to be approximately 1.8% accretive to DCREIT’s DPU based on the actual 

DPU (in U.S. cents) of 3.60 in FY2024 and the pro forma figure of 3.67 in FY2024 which assumed that: 

1.  the “acquisition took place on 1 January 2024 and the Osaka Data Centre was held for the period from 1 January 2024 

to 31 December 2024”; and  

 

2. that “JPY 13,000 million (or approximately US$86.7 million) of JPY-denominated borrowings (including the pro rata 

share of onshore, non-recourse JPY bonds)” was “drawn down at a weighted-average interest cost of approximately 

2.0% per annum to fund the acquisition”. 

Should DCREIT complete more accretive acquisitions (without an accompanying dilution of units, e.g., like how DCREIT issued 

192,000,000 new units as part of a private placement in February 2024 to fund the acquisition of additional interests in the 

Frankfurt Facility and in Digital Osaka 2), DPU may rise. 

  

https://links.sgx.com/1.0.0/corporate-announcements/MF4HPU1IDL3K7C8X/74ad8c5df3de8143cb1e96b3819b12c404f972fcb99920720427aaee0a3f4e91
https://links.sgx.com/1.0.0/corporate-announcements/MF4HPU1IDL3K7C8X/74ad8c5df3de8143cb1e96b3819b12c404f972fcb99920720427aaee0a3f4e91
https://links.sgx.com/1.0.0/corporate-announcements/MF4HPU1IDL3K7C8X/74ad8c5df3de8143cb1e96b3819b12c404f972fcb99920720427aaee0a3f4e91
https://links.sgx.com/1.0.0/corporate-announcements/FDATQRQUNF8NEAGI/9b303f6d7c07a6edd208483a3e5f95cff68b8e039aec8b1ce6cd9f3501aafcfc
https://links.sgx.com/1.0.0/corporate-announcements/FDATQRQUNF8NEAGI/9b303f6d7c07a6edd208483a3e5f95cff68b8e039aec8b1ce6cd9f3501aafcfc
https://links.sgx.com/1.0.0/corporate-announcements/FDATQRQUNF8NEAGI/9b303f6d7c07a6edd208483a3e5f95cff68b8e039aec8b1ce6cd9f3501aafcfc
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(III) POTENTIAL ACQUISITION OF DCREIT 

We note that DCREIT’s P/B multiple as at 11 April 2025 is 0.58x, which represents a discount of approximately 42% to NAV. In 

contrast, the peer average P/B of 1.19x represents a premium of approximately 19% to NAV. Based on DCREIT’s low P/B 

multiple compared to that of its peer average, we consider it possible that well-funded parties may consider a takeover of 

DCREIT. 

Reuters reported in April 2025 that financial firm SC Capital Partners “emerged as a potential bidder for British data centre group 

Global Switch” and that a “transaction could value Global Switch at between $4 billion and $5 billion”. Financial firms like SC 

Capital Partners and CapitaLand Investment may be able to easily acquire DCREIT given their financial ability and management 

capabilities, should they bid at a premium to DCREIT’s current valuation. 

Such firms may, for instance, offer to acquire DCREIT’s units at the latest NAV per unit of US$0.79 as at 31 December 2024 

(DCREIT noted in March 2025 that its acquisition of 20.0% interest in Digital Osaka 3 was “expected to be NAV-neutral”), which 

represents an upside potential of 71.7% from the current unit price of US$0.460. 

For reference, DCREIT’s sponsor, Digital Realty Trust, has 32.01% deemed interest in DCREIT as at 14 March 2025. Other 

substantial shareholders include Cohen & Steers, Inc. (9.04% deemed interest as at 5 November 2024), Daiwa Securities Group 

Inc. (6.97% deemed interest based on number of units as at 28 June 2024) and Franklin Resources, Inc. (5.06% deemed interest 

as at 7 March 2025).  

 

  

https://www.reuters.com/business/singapores-sc-capital-talks-buy-british-data-centre-group-global-switch-sources-2025-04-10/
https://www.reuters.com/business/singapores-sc-capital-talks-buy-british-data-centre-group-global-switch-sources-2025-04-10/
https://links.sgx.com/1.0.0/corporate-announcements/FDATQRQUNF8NEAGI/9b303f6d7c07a6edd208483a3e5f95cff68b8e039aec8b1ce6cd9f3501aafcfc
https://links.sgx.com/1.0.0/corporate-announcements/7SGQAD05C604VVLT/238a17d094cbece358e576127898c3104ade5e1db66df5545ae76517ea0b2a74
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INVESTMENT RECOMMENDATION 

Based on DCREIT’s NAV per unit of US$0.79 as at 31 December 2024, DCREIT is currently trading at a P/B multiple of 0.58x 

which represents a discount of approximately 42% to NAV. In contrast, the peer average P/B of 1.19x represents a premium of 

approximately 19% to NAV. We estimate a target price of US$0.937 if DCREIT is to trade at the peer average P/B of 1.19x. 

DCREIT’s dividend yield of 7.83% seems more attractive relative to the peer average yield of 5.97%. Adopting a relative valuation 

approach, we estimate a target price of US$0.603. 

By averaging our estimated target prices based on P/B multiple and dividend yield, we derive an overall target price of US$0.770 

as follows: 

 Overall target price (amended) = 
1

2
 × [Estimated target price (P/B multiple) + Estimated target price (dividend yield)] 

= 
1

2
 × [US$0.937 + US$0.603] 

= US$0.770 

The overall target price of US$0.770 represents an upside potential of 67.4% from the current unit price of US$0.460. 

We note, however, that DCREIT has a smaller market capitalisation (US$598.1 million as at 11 April 2025) than its peer 

companies (MIT: S$5.5 billion as at 11 April 2025; KDCREIT: S$4.4 billion as at 11 April 2025). Shares or units of smaller firms 

may have lower trading volume and may thus be subject to an illiquidity discount. The illiquidity discount for a private firm could 

be between 20–30%. 

As DCREIT is a publicly listed REIT, we apply an illiquidity discount of 20% (lower-end of the 20–30% range) to reflect the higher 

risks involved in investing in DCREIT’s units which may be less liquid than its peers. Thus, we derive our final target price of 

US$0.616 as follows: 

   Overall target price (final) = Overall target price × (1 – illiquidity discount) 

       = US$0.770 × (1 – 20%) 

       = US$0.616 

The final overall target price of US$0.616 represents an upside potential of 33.9% from the current unit price of US$0.460 (or 

an upside potential of 18.5% compared with the pre-tariffs unit price of US$0.520 as at 2 April 2025). In view of the upside 

potential, a buy recommendation may be warranted. 
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RISKS TO TARGET PRICE 

(I) OVERSUPPLY OF DATA CENTRES 

According to Alibaba Group Holding Chairman Joe Tsai (as cited by Bloomberg in March 2025), there may be a “potential bubble 

forming in data center construction”. Tsai (as cited by Bloomberg) noted that many data centre projects were “built without clear 

customers in mind”, and was quoted as saying that “people are investing ahead of the demand that they’re seeing today, but 

they are projecting much bigger demand”.  

Bloomberg also noted that “TD Cowen analysts cited signs” in February “that Microsoft has canceled some leases for US data 

center capacity, raising concerns over whether it’s securing more AI computing capacity than it needs in the long term”. 

Should there be an oversupply of data centres, market rental rates for DCREIT’s properties may fall. Accordingly, rental income 

may fall when the leases of existing tenants expire as the rental rates of new leases secured by DCREIT may be lower than 

those currently in place.  

 

(II) TARIFF-INDUCED ECONOMIC SLOWDOWN 

Bloomberg reported in April 2025 that even after U.S. President Donald Trump “announced a delay in some of his tariff plans”, 

the “first signs of an economically-damaging slowdown in global trade are already emerging as companies around the world hit 

their own pause button on orders and he continues to escalate his trade war with China”. Citing a supply chain personnel, 

Bloomberg noted that “higher costs are likely to hit US demand for Chinese products and vice versa, leading to a slowdown in 

shipping on the usually busy US-China Pacific route”.  

Prior to the pause in tariffs, Reuters reported in April 2025 that U.S. President Donald Trump’s “sweeping reciprocal tariffs” could 

lead to a “potential slowdown in spending at cloud companies next year”. Reuters quoted a “global technology analyst” at Quilter 

Cheviot, an investment management company, as saying that “tariffs are likely to create demand destruction, which means 

cutbacks on software and cloud spending”. 

The trade slowdown brought about by U.S. President Trump’s policy moves is expected to reduce U.S.-China trade such that 

global trade is likely to slow too. Global economic growth may thus slow, leading to a softening of business sentiments and 

household income growth such that demand for tech-related services (thus derived demand for data centres) may fall. 

Accordingly, DCREIT’s rental income may fall when the leases of existing tenants expire as the rental rates of new leases 

secured by DCREIT may be lower than those currently in place.  

We also note that 19% of DCREIT’s annualised rent as at 31 December 2024 comes from “Non-Investment Grade” tenants. 

Should any of these tenants face difficulties and declare bankruptcy (like in the case of Cyxtera in 2023 or Sunguard in 2022) 

due to the softening of demand for tech-related services, DCREIT's rental income may fall too. 

 

(III) FALLING RENT IN OSAKA 

According to DatacenterHawk, hyperscale rent in the Osaka data centre market was expected to fall by 7.8% from US$103 in 

2024 to US$95 in 2025 (as shown in Exhibit 13 on page 21).  

We note that Digital Osaka 2’s annualised rent (at share) of US$7.0 million at end-4Q FY2024 was 6.9% of DCREIT’s total 

annualised rent (at share) of US$101.5 million at end-4Q FY2024, and that DCREIT acquired a 20.0% interest in Digital Osaka 

3 in March 2025. We also note that we project the collective annualised rent (at share) of Digital Osaka 2 & 3 to be US$12.9 

million at end-4Q FY2026, or 11.3% of projected total annualised rent (at share) of US$114.3 million at end-4Q FY2026. 

Should tenants in Digital Osaka 2 or 3 choose to terminate or not renew their leases, the rental rates of leases that DCREIT 

may secure to fill the vacancies may be lower than those currently in place. Accordingly, DCREIT’s rental income may fall.  

https://www.bloomberg.com/news/articles/2025-03-25/alibaba-s-tsai-warns-of-a-bubble-in-ai-datacenter-buildout
https://www.bloomberg.com/news/articles/2025-03-25/alibaba-s-tsai-warns-of-a-bubble-in-ai-datacenter-buildout
https://www.bloomberg.com/news/articles/2025-03-25/alibaba-s-tsai-warns-of-a-bubble-in-ai-datacenter-buildout
https://www.bloomberg.com/news/articles/2025-04-10/global-trump-trade-chill-begins-as-companies-pause-orders
https://www.bloomberg.com/news/articles/2025-04-10/global-trump-trade-chill-begins-as-companies-pause-orders
https://www.bloomberg.com/news/articles/2025-04-10/global-trump-trade-chill-begins-as-companies-pause-orders
https://www.reuters.com/technology/trump-tariffs-could-stymie-big-techs-us-data-center-spending-spree-2025-04-03/
https://www.reuters.com/technology/trump-tariffs-could-stymie-big-techs-us-data-center-spending-spree-2025-04-03/
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DISCLOSURES/DISCLAIMERS 

 

 

 

 

 

 

  

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 FPA Financial Corporation Pte Ltd (“FPA”). 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 FPA 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 

FPA 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”) have been obtained or derived 

from sources believed by FPA to be reliable. However, FPA makes no representation 

as to the accuracy or completeness of such sources or the Information and FPA accepts 

no liability whatsoever for any loss or damage arising from the use of or reliance on the 

Information. FPA and its connected persons may have issued other reports expressing 

views different from the Information and all views expressed in all reports of FPA and 

its connected persons are subject to change without notice. FPA reserves the right to 

act upon or use the Information at any time, including before its publication herein. 
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