
Pramerica makes $800m
top bid for Serangoon site
ENTITIES linked to fund manager
Pramerica Real Estate Investors (Asia)
placed the top bid of $800.9 million or
$850 per square foot of potential gross
floor area for a plum “white” site
above Serangoon MRT Station.
Pramerica Asia CEO Victoria Sharpe
told BT that the group is planning a
full-retail development on the site, and
that its breakeven cost would be
“slightly below $2,000 psf” of net
lettable area.
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Olam shares dive
after Merrill’s ‘sell’ call
SHARES of commodities supplier Olam
International yesterday dived as much
as 36 cents or almost 16 per cent to
$1.91, following a “sell”
recommendation by US investment
house Merrill Lynch. They ended
trading at $1.95, still down 32 cents or
14.1 per cent. In a March 25 report,
Merrill downgraded Olam from
“neutral” to “sell”, with a fair value
estimate of $1.60.
COMPANY NEWS, PAGE 4

Lippo-Mapletree trust makes
maiden acquisition
LIPPO-MAPLETREE Indonesia Retail
Trust yesterday announced its maiden
acquisition since its listing in
November last year. The trust is
buying Sun Plaza, a mall in Medan,
North Sumatra, for $147.4 million.
The purchase will increase the trust’s
asset portfolio by 15 per cent to $1.15
billion, from $1 billion at present.
COMPANY NEWS, PAGE 4

SingTel’s mio TV
available only to homes
WHEN banker Leonard Tan first heard
he would have to subscribe to
SingTel’s mio TV to watch the Uefa
Champions League football
tournament from August next year, his
first thought was to save money by
catching the games free at a coffee
shop. But unbeknownst to him – and
many other fans – mio TV is only
available to residential addresses, with
no existing option for businesses such
as pubs, restaurants and hotels to sign
up and broadcast the games.
COMPANY NEWS, PAGE 6

1st Software to consolidate
shares after reverse takeover
1ST Software will undertake a share
consolidation upon the completion of
the proposed acquisition of Teambuild
Corporation in anticipation of

Singapore Exchange setting a
minimum share price for reverse
takeover transactions. 1st Software’s
chairman and chief executive Attlee
Hue told BT on the sidelines of the
company’s annual general meeting
yesterday, “We will do a 25-to-one
consolidation upon the success of the
RTO.”
COMPANY NEWS, PAGE 9

Private banking in Asia to
grow 9% a year: study
PRIVATE banking in Asia will continue
to grow at a steady 9 per cent annually
over the next five years despite
turbulence in the financial markets,
according to a study by consulting firm
Oliver Wyman. That’s because there is
much untapped potential in Asia and
growth in this region will remain
strong, it said.
SINGAPORE NEWS, PAGE 10

M’sian central bank lowers
2008 growth forecast
MALAYSIA’S central bank cut its 2008
economic growth forecast yesterday,
citing a deteriorating global outlook,
but said it stood ready to roll out
measures to bolster growth if need be.
Bank Negara lowered its growth target
to 5-6 per cent from 6-6.5 per cent
amid political uncertainty following
this month’s election and quickening
inflation.
ECONOMY WATCH, PAGE 16

China seen avoiding
post-Olympics slump
CHINA’S economy will avoid a
post-Olympics recession, thanks to its
vast size, rising consumer spending
and big appetite for investment, one of
the country’s top economic advisers
said in a state newspaper. Justin Lin
Yifu, the Peking University professor
recently appointed as the World
Bank’s chief economist, said the
Chinese economy’s sheer size dwarfs
the cost of building stadiums and
infrastructure for the 2008 Beijing
Olympics.
GREATER CHINA, PAGE 20

S'pore luxury home prices to
fall 32% by 2010: Nomura
TAKING a bearish stance on
Singapore’s residential sector, Nomura
Research expects luxury home prices
to slide a staggering 32.3 per cent
from their 2007 peak between now
and 2010. Average prices in the luxury
segment will fall 16.9 per cent in 2008,
10.3 per cent in 2009 and 9.3 per cent
in 2010 as rental growth slows and
yields are reappraised, Nomura says
in a report.
PROPERTY, PAGE 37

By CHOW PENN NEE
[SINGAPORE] Confirming
previous reports, the State
Bank of India (SBI) said yes-
terday that it has won ap-
proval from the Monetary
Authority of Singapore to of-
fer a full range of banking
services here.

The bank applied for the
licence late last year under
the Comprehensive Eco-
nomic Cooperation Agree-
ment between Singapore
and India signed in June
2005.

With Qualifying Full
Bank (QFB) status, SBI will
join other QFBs such as Citi-
bank, Standard Chartered,
HSBC and Maybank in offe-
ring Singapore consumers
products from deposit ac-
counts to mortgages.

SBI will concentrate on
the mass affluent market
and customers of Indian ori-
gin. “The focus will be on
garnering Sing-dollar de-
posits and advances from
the mass affluent residents
of Singapore,” said Anshu-
la Kant, chief executive of
SBI’s Singapore business.

“As we are the first Indi-
an bank allowed to expand
in the retail market, we will
leverage our vast Indian
network in targeting the In-
dian expats and Singapore-
ans and permanent resi-
dents of Indian origin.”

The bank will enter the
retail market with several
key products for deposits
and advances, she said.
And branches and ATMs
are also in the offing.

“We may open three or
four branches and a few
off-site ATMs in the first

year and expand gradually
thereafter.

“We are confident that
our No 1 position in Indian
banking, our reputation for
reliability and prudent
banking practices, as well
as the experience already
gained in the Singapore
market, will hold us in good
stead to meet the challeng-
es ahead.”

SBI has been operating
in Singapore for 30 years,
providing trade finance,
corporate loans and depo-
sits and remittance servic-
es.

ICICI Bank, India’s No 1
private lender, has also ap-
plied for QFB status. But BT
understands that only one
QFB licence has been gran-
ted – to SBI.

MAS said yesterday that
the inroads made by Indian
and Singapore banks into
each other’s countries will
bolster bilateral economic
ties.

Numbering more than
3,000 as at end-September
last year, Indian companies
are the third-largest fo-
reign corporate group in
Singapore, it said.

Singapore’s foreign di-
rect investment in India
last year came to US$1.43
billion, making Singapore
India’s second-largest fo-
reign investor. “Both Indi-
an and Singapore banks
play an important role in fa-
cilitating these economic
flows,” MAS said.

In turn, Singapore
banks have been given ap-
proval to open new bran-
ches in India, the world’s
second most populous na-
tion.

On Tuesday, DBS said
that it has obtained a li-
cence to open eight bran-
ches, while UOB gained ap-
proval to open one.

[NEW YORK] Wall Street
banks, brokerages and
hedge funds may report
US$460 billion in credit
losses from the collapse of
the sub-prime mortgage
market, or almost four
times the amount already
disclosed, according to
Goldman Sachs Group.

Profits will continue to
wane, other analysts said.

“There is light at the end
of the tunnel, but it is still
rather dim,” Goldman ana-
lysts said on Tuesday. They
estimated that residential
mortgage losses will ac-
count for half the total, and
commercial mortgages as
much as 20 per cent.

Goldman said that the
US$460 billion in credit
losses it foresees may “re-
sult in a substantial tighte-
ning in credit conditions as
these institutions pull back
on lending to preserve their

reduced capital and to
maintain statutory capital
adequacy ratios”.

Earnings and share pri-
ces of US financial institu-
tions tumbled in the past
year as fallout from the
mortgage crisis spread to
other markets. Demand for
mortgage-backed securities
evaporated, leading to the
collapse of Bear Stearns,
once that market’s largest
underwriter, and a Federal
Reserve-led bailout by JP-
Morgan Chase & Co earlier
this month.

Goldman’s share-price
estimate was cut 3.7 per
cent to US$210 at Fox-Pitt
Kelton Cochran Caronia
Waller. The research firm
also reduced its profit esti-
mates for Goldman for the
rest of this year and 2009.

Merrill Lynch had its
2008 profit estimates cut
by 45 per cent at JPMorgan

on concern that the firm
may disclose further write-
downs on sub-prime mort-
gages. Merrill may report a
total of US$5 billion in addi-
tional losses on collateral-
ised debt obligations,
so-called Alt-A mortgages

and commercial mortga-
ges, analyst Kenneth Wor-
thington said.

Bank of America was
downgraded to “sell” from
“neutral” at Merrill Lynch.
It also had its EPS estimate
lowered to US$3.30 from

US$3.50 this year and to
US$4 from US$4.40 next
year, analysts wrote on
Tuesday. Lehman Brothers
H o l d i n g s h a d i t s
share-price forecast cut 16
per cent to US$70 at
Fox-Pit – AFP

THREE-MINUTE DIGEST

By MICHELLE QUAH

[SINGAPORE] Allco Com-
mercial Real Estate Invest-
ment Trust (Allco Reit)
earned a reprieve in its
debt repayment obligations
last week – but at a much
higher cost.

Allco (Singapore) Limit-
ed, the manager of Allco Re-
it, had announced last
Thursday that the trust had
received in-principle ap-
proval to extend the due
date of S$550 million in
debt from July 31, 2008 to
Dec 31, 2009. It had not de-

tailed the terms and condi-
tions of the extension, say-
ing only that it was current-
ly reviewing them.

When asked by BT yes-
terday about the terms of
the refinancing, Nicholas
McGrath – CEO and manag-
ing director of Allco (Singa-
pore) Limited – did reveal
that, while the terms were
largely the same, the refi-
nancing was “a lot more ex-
pensive”.

He declined to state the
exact quantum of the in-
crease in the cost of refi-
nancing, that is the change
in interest rate charged by
creditors for the extension
of the loan – explaining that
such matters are confiden-
tial.

Refinancing of loans is
typically a pricier matter
for most debtors, with credi-
tors choosing to charge
more for the extension or
relief in debt obligations.

Mr McGrath could, how-
ever, reveal to BT the blend-
ed margins for Allco Reit’s
total debt obligations. The
trust currently has S$620
million in Sing-dollar debt
and another S$260 million
in debt denominated in Jap-
anese yen. The blended in-
terest rate for its total is 3.8
per cent for 2008 and 3.95
per cent for 2009 – with the
interest rate being higher
for the Sing-dollar debt
than the Japanese-yen por-
tion.

“But the margins are

still lower than what our
properties are yielding,” Mr
McGrath explained.

Allco Reit’s key proper-
ties include China Square
Central and 55 Market
Street in Singapore, and
Central Park in Perth, Aus-
tralia.

S$70 million of its
Sing-dollar debt will ma-
ture in November 2008,
which Allco Reit will repay
in full with the proceeds
from the sale of the assets
of Allco Wholesale Property
Fund. The rest of its debt
obligations are long-term
ones.

Mr McGrath also told BT
that the trust intends to de-
crease its leverage over the
next 12 months – from 43

per cent currently, to about
30 per cent in a year’s time.

Allco Reit’s debt repay-
ment concerns had been
the subject of a fierce legal
tussle last week. The trust
had sought a court injunc-
tion to head off a credit rat-
ings downgrade by
Moody’s Investors Service,
concerned that the down-
grade would hurt its at-
tempts to refinance its
debt. But Moody’s had bat-
tled the injunction, saying it
should not be stopped from
going ahead with its inde-
pendent credit reviews.

The injunction was set
aside by the High Court last
week, and Moody’s had
gone ahead with the rat-
ings downgrade – lowering

the trust’s corporate family
rating to “Ba2” from “Ba1”
and retaining the ratings
on review for further possi-
ble downgrade.

Despite the downgrade,
Allco Reit still succeeded in
refinancing its debt – an-
nouncing a day after
Moody’s ratings revision
that it had managed to se-
cure an extension of its
loan obligations.

And the market has re-
acted favourably to Allco Re-
it’s announcement, with its
share price having climbed
steadily since. Allco Reit
shares closed at 80.5 cents
yesterday – up 11 per cent
from its close of 72.5 cent
last Thursday, after the rat-
ings downgrade.

It will offer products
from mortgages to
deposit accounts

By RONNIE LIM

[SINGAPORE] Tuas Power
is looking at building a
$2 billion coal-fired plant –
the first here – its president
and CEO Lim Kong Puay
told The Business Times.
For this, it will tap on new
owner China Huaneng
Group’s experience with
the fuel.

As part of a plan to

re-power its current steam
plants, Tuas Power is also
studying another option,
which is to convert them to
natural gas-fired plants.

Separately, the power
generating company, or
genco, plans to invest in a
cogeneration plant on Ju-
rong Island, which will sup-
ply steam and cooling wa-
ter to petrochemical plants

there, as well as produce
electricity.

Speaking to BT after
Huaneng completed its
$4.2 billion purchase of Tu-
as Power earlier this week,
Mr Lim said: “It’s business
as usual.” The genco’s
name remains unchanged
and the current Singapore
management has been
asked to continue running

the company. But Huaneng
officials will sit on Tuas
Power’s board, which
meets next month for the
first time since the pur-
chase.

But what is clearly differ-
ent is the company’s plan
to consider coal-firing. Sin-
gapore gencos looked at the
option several years ago,
but it has not resurfaced un-
til now.

Still, the move is not sur-
prising as Tuas Power,
which produces about 26
per cent of Singapore’s elec-
tricity, has to brace itself
for keener competition
from bigger rivals Senoko
Power and PowerSeraya,
especially once they are al-
so sold to new owners with
deep pockets, not unlike
Huaneng.

Besides, Huaneng, Chi-
na’s largest coal-fuelled
power producer, has exper-
tise in techniques to reduce
emissions, such as using en-
closed storage to minimise
pollution. It also recently
joined an international coa-
lition of power utility and
coal companies which
plans to design and build
the world’s first zero-emis-
sion, coal-fuelled power
plant.

With a total licensed ca-
pacity of 2,670 megawatts
(MW), Tuas Power now op-
erates 1,460 MW of com-
bined cycle gas turbines
(CCGT) which use natural
gas to produce electricity
more efficiently and eco-
nomically than convention-
al steam plants.

As standby capacity, Tu-
a s P o w e r a l s o h a s
1,200 MW available from
two 600 MW steam plants –
and it is these which it is
now looking to convert to ei-
ther two CCGT units with a
total capacity of 800 MW,
or two 500 MW coal-firing
units giving a total capacity
of 1,000 MW.

“The coal-firing option
would probably cost
around $2 billion. By com-

parison, going the CCGT
route would involve about
$700-800 million of capital
investment,” Mr Lim said.
“But coal-firing overall is
cheaper than gas. While it
involves higher capital
costs, it will result in lower
operating costs.”

Huaneng, which has in-
stalled generating capacity
of more than 71,000 MW in
China – eight times the com-
bined 9,070 MW of the
three biggest generators
here – has considerable ex-
perience and expertise in
coal-firing.

But ahead of the plan to
re-power its steam plants,
Tuas Power intends to pro-
ceed with a cogeneration
(cogen) plant on Jurong Is-
land first, although Mr Lim
declined to go into details.

He disclosed the cogen
plan to BT last September,
after news of rival Power-
Seraya’s plan to go big on
cogen by building some
1,550 MW of new cogen ca-
pacity by 2010.

Industry sources say
that, typically, cogen plants
should comprise at least
200 MW of electricity gener-
ating capacity and another
200 MW of steam capacity,
and can cost as least
$400 million to build.

“It’s still early days
though. We expect to de-
cide on the plant invest-
ment some time this year,”
Mr Lim said.

Separately, TPGS Green
Energy – a 75-25 joint ven-
ture between Tuas Power
and gas importer Gas Sup-
ply Pte Ltd – said on Tues-
day that it had signed up ti-
tanium dioxide producer
Ishihara Sangyo Kaisha
(ISK) to use its small cogen
plants.

The $20 million com-
bined heat and power
project, involving two
5 MW cogen plants at ISK’s
Tuas plant, is TPGS’s third,
after it installed cogen
plants at Tuas pharmaceuti-
cal giants Schering-Plough
and Pfizer.

Market cheers news
the firm has secured
extension of loans

State Bank of
India secures
full service nod

Troubled
times: Goldman
estimates that
residential
mortgage losses
will account
for half the
US$460 billion
total, and
commercial
mortgages as
much as 20
per cent

Tuas Power may build $2b coal-fired plant

AFP

Sub-prime to cost
Wall St US$460b
in losses: Goldman

Debt reprieve for Allco Reit
– but at a much higher cost
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