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SHARES of Manulife US Real Es-
tate Investment Trust (Reit) trad-
ed below water on the stock’s de-
but on Friday amid higher expec-
tations of a US interest rate hike
in June.

The counter closed at 79 US
cents on Friday, or about 4.8 per
cent below its initial public offer-
ing (IPO) price of 83 US cents.
The US office property Reit was
under water the entire day, after
opening at 82 US cents. Stabilis-
ing manager Credit Suisse
bought 12.15 million units be-
tween 77.5 and 82 US cents. To-
tal volume for the day was 42.7
million units.

The lacklustre debut came as
a disappointment, given that the
IPO’s public tranche was 1.6
times subscribed.

“It’s a bit surprising because
before the Reit got listed we saw
quite strong demand from the in-
stitutional tranche and also

strong demand from the public
tranche,” CMC market strategist
Margaret Yang said.

Most of the blame fell on high-
er expectations of a June rate
hike. Minutes from the US Feder-
al Reserve’s April meeting re-
leased during the week reflected
improved sentiment among the
central bank’s key policymakers
regarding the US economy, rais-
ing the prospect of a rate hike at
the next Fed meeting.

“There is the overhang that
people think there will be rate
hikes in June,” said RHB head of
research Ong Kian Lin, who does
not cover Manulife US Reit at the
moment. “Which is why generally
a lot of the Reits are also not per-
forming well during this period.”

There were mutterings in the
market about naked short-sell-
ing, or selling the stock before be-
ing able to borrow or own any
units, as a possible contributor to
the weak debut, but that theory
was largely dismissed.

“Why would someone short-
sell the IPO price? It’s a huge

risk,” Ms Yang said. “Maybe it’s
intraday short-selling, but at the
end of the day they’ll still have to
buy it back, and you can’t easily
borrow scrip from the market.
It’s quite dangerous. To me it
doesn’t make sense.”

The bright side of the decline
is that the counter may be more
attractive now.

“They have given distribution
guideline of 6.6 per cent in 2016
to 7.1 per cent in 2017 (based on
the IPO price),” Ms Yang said.
“Now that yield is even higher.”

The first-day slide was not
seen as a negative signal for future
IPOs. “I think it’s quite stock spe-
cific,” one trader said. “We would
love to have more quality IPOs.”

OKH Global

PROPERTY developer OKH
Global Ltd said that it has en-
tered into a loan agreement
on Friday with Haiyi Holdings
Pte Ltd, the controlling share-
holder of real estate company
SingHaiyi Group Ltd, for a
S$10 million loan.

The loan will be disbursed
within five business days of
the signing of the loan agree-
ment and the execution of a
personal guarantee by OKH ex-
ecutive chairman and chief ex-
ecutive Bon Ween Foong in fa-
vour of the lender to guaran-
tee all payment obligations of
the company under the loan
agreement. The loan will bear
interest at 0.8 per cent per
month. It is payable in full six
months from disbursement.

Haiyi will also subscribe for
500 million new shares repre-
senting 44.3 per cent of the is-
sued and paid-up share capi-
tal of the company under a
subscription agreement an-
nounced last month.

Technics Oil & Gas

OFFSHORE solutions provider
Technics Oil & Gas has hit
back at its landlord, Soilbuild
Business Space Reit, after the
latter launched legal action
against it over unpaid rent and
other charges.

Technics has filed a writ of
summons and injunction
against Soilbuild Reit, the trust
said in a Singapore Exchange
filing on Friday.

Technics had been the guar-
antor for a tenancy held by
Technics Offshore Engineer-
ing (TOE). Soilbuild Reit said
Technics and TOE were
“claiming unlawful conspiracy
regarding the sale and lease-
back transaction of 72 Loyang
Way ... and are seeking injunc-
tions to restrain any call by the
trustee on the Bank guaran-
tee”.

The Reit manager said it
“denies the claims and in-
tends to vigorously defend
against the claims”.

O
VER the course of
t h e w e e k , t h e
Straits Times Index
(STI) rose about 30
points or 1.1 per

cent to 2,763.82, including Friday’s
23.71-point bounce.

In contrast to most of the past
year, when banks provided the
main index plays, this week brought
plenty of attention to two other
members of the STI – Global Logis-
tic Properties and Thai Beverage.

There was also a brief burst of ac-
tivity surrounding low-priced specu-
latives, particularly those central to
the penny-stock crash of October
2013, namely Attilan (formerly Asia-
sons Capital), Blumont and Lion-
Gold.

This created spillover interest in
a handful of other penny stocks
such as Magnus Energy and Jada-
son. Overall, however, the surge
proved short-lived, possibly after
brokers quickly imposed online
trading restrictions on several of
these speculatives.

The penny segment’s de facto

leader through the past fortnight
has been fund manager ISR Capital,
which rocketed from S$0.006 on
May 10 to S$0.117 on May 16, an as-
tonishing rise of 1,850 per cent in
five sessions.

A little over a week ago, when it
was queried by the Singapore Ex-
change (SGX) whether it knew of
reasons for the rise, it responded in
the negative. After a brief correction
this week, the stock jumped S$0.015
or 19.5 per cent on Friday to
S$0.092 on volume of 15.8 million.

Externally, the main market-
moving event was the mid-week re-
lease of the minutes of the April
meeting of the US Federal Open
Market Committee (FOMC), which
said that if certain conditions were
met, a June interest rate hike was
possible.

In response, the federal funds fu-
tures market pushed the probability
of the Fed moving next month from
10 per cent on Monday to 32 per
cent on Wednesday; Thursday’s re-
lease of tepid US data brought this
down to 28 per cent.

Commodities firm Noble
Group’s shares have rarely been far
from the headlines; this week was
no different, with Fitch Ratings hav-
ing downgraded the company’s
credit rating to “junk” status, citing
a weakening debt maturity profile

that is “no longer consistent with an
investment grade rating”.

No surprises then, that Noble’s
shares came under pressure thereaf-
ter; on Friday, they lost S$0.01 at
S$0.31.

SingPost is another name that
has been in the limelight, primarily
because of corporate-governance is-
sues. News that the Accounting and
Corporate Regulatory Authority (Ac-
ra) has entered the picture prompt-
ed weakness in SingPost shares on
Thursday, though they managed to
gain S$0.03 at S$1.58 on Friday.

Perhaps the most useful informa-
tion of the week was the results of
the Bank of America-Merrill
Lynch’s latest fund-manager sur-
vey. It found that the average cash
balances held by money managers
rose to a high 5.5 per cent in May,
up from 5.4 per cent in April, and
that global growth expectations
rose from 10 per cent in April to 15
per cent this month – still well be-
low the 50 to 60 per cent readings
registered early last year.

Other findings were that expecta-
tions for two Fed rate hikes over the
next 12 months fell to 49 per cent
from 54 per cent in April, and that
Britain’s possible exit from the euro-
zone is now seen as the biggest tail
risk, followed by devaluation/de-
faults in China.
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GAINERS
BY CENTS

CLOSE UP % 52w high/low

GLD US$ 12010 33.1 0.2 12436/10018

DBXT MSTaiwan US$ 1848 30.4 1.2 2350/1667

DBXT S&P500 US$ 3555 19.3 0.4 3615/3126

UOB 1794 19.0 1.1 2424/1680

Courage Marine 86 16.0 22.9 130/50

BY PERCENTAGE
CLOSE % UP 52w high/low

Viking W180425 2.2 1000.0 2.0 2.2/0.1

InnoPac 0.2 100.0 0.1 0.8/0.1

LifeBrandz 0.4 100.0 0.2 0.9/0.2

China Star W180417 7 55.6 2.5 9.5/2.1

Magnus Energy 0.3 50.0 0.1 6.5/0.2

Manulife US Reit ends debut
4.8% below IPO price

stocks |

FOMC minutes, pennies
steer the week’s trades

LOSERS
BY CENTS

CLOSE DOWN % 52w high/low

DBXT USDIGInfl US$ 27811 -317.3 -0.8 28041/27195

DBXT iBoxxUSTr US$ 21638 -313.1 -1.0 21865/21399

DBXT Nifty US$ 11692 -205.5 -1.3 13885/10437

JSH USD 2845 -53.8 -1.4 3433/2524

DBXT MSKorea US$ 5008 -46.9 -0.7 6030/4478

BY PERCENTAGE

CLOSE % DOWN 52w high/low

CompactMetal W161110 0.6 -53.8 -0.7 3/0.2

Rowsley W161003 0.2 -33.3 -0.1 4.1/0.2

Cedar Strategic 0.3 -25.0 -0.1 0.4/0.1

Polaris 0.4 -20.0 -0.1 2.4/0.3

PS Group 13 -18.8 -3.0 21.5/10.2

MOST ACTIVE

VOLUME

GCCP 50,459,400

Ezra 49,540,100

Golden Agri-Res 48,632,900

ManulifeReit USD 42,665,600

Noble 38,979,300

 Market volume 1,677,104,000

  VALUE ($)

Singtel 59,105,818

Global Logistic 54,987,927

ManulifeReit USD 46,598,041

DBS Grp 46,184,635

OCBC Bank 41,630,880

 Market value  928,562,000

First-day blues
Manulife US Reit

Source: Bloomberg
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