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OCBC BANK PARTNERS CAPITALAND ON SINGAPORE’S FIRST
SORA-BASED LOAN

The loan is also CapitalLand’s sixth sustainability-linked loan, with over
$52.72 billion raised through sustainable financing in less than two years.

Singapore, 16 June 2020 — OCBC Bank and CapitaLand have inked
Singapore’s first loan facility agreement referencing Singapore Overnight
Rate Average (SORA). The S$150 million three-year corporate loan from
OCBC Bank to Capitaland is a milestone in the industry’s transition
roadmap towards adopting SORA as the new interest rate benchmark for
the Singapore Dollar cash and derivatives markets.

The S$150 million loan is part of a S$300 million sustainability-linked loan
extended by OCBC Bank to CapitalLand. Proceeds from the facility will be
used for general corporate purposes.

The loan facility’s interest rate, which references SORA, comprises two
components: (1) a compounded average of daily SORA rates calculated in
arrears and (2) an applicable margin.

SORA is a backward-looking overnight rate as compared to forward-
looking reference rates commonly used for loan facilities in Singapore,
such as the SGD Swap Offer Rate (SOR) where the interest rate is
determined at the start of the interest period. To determine the interest
rate of a SORA-based loan facility, the daily SORA rates are compounded
in arrears and the interest rate is determined by the end of the relevant
interest period.



A summary of the key differences between SOR and SORA is set out below:

SOR SORA
Definition Effective rate of borrowing SGD | Average rate of unsecured
synthetically, by borrowing USD | overnight interbank  SGD
and swapping for SGD. transactions in Singapore.
Methodology | Volume-weighted average rate | Volume-weighted average rate
and inputs of USD/ SGD FX swap |of transactions reported by

transactions, with USD London | Monetary Authority of

Interbank Offered Rate (LIBOR) | Singapore (MAS).

as an input.

Tenor Overnight, 1-month, 3-month, | Overnight

6-month
Source: Association of Banks in Singapore

Globally, several major jurisdictions have identified overnight rates as
alternative benchmark rates to LIBOR in their respective currencies, and
the industry is trending towards the use of backward-looking,
compounded-in-arrears rates.

For Singapore’s inaugural SORA-based loan facility, the compounded
average SORA will be calculated in arrears, using the ‘Five-business day
backward-shifted observation period” methodology.

Refer to Annex A for an illustration on how this methodology works.

The use of a compounded average SORA calculated in arrears has several
benefits:

e SORA is accessible and has been published on the MAS website
daily since 1 July 2005.

e SORA is a robust benchmark underpinned by a deep and liquid
overnight interbank funding market and not susceptible to
manipulation.

e The averaging effect of compounded SORA rates will result in more
stable rates, compared to forward-looking term rates, such as SOR,
which are exposed to idiosyncratic market factors on a single day’s
fixing, such as quarterly and year-end volatility.



e SORA has been identified as the alternative benchmark rate for
Singapore Dollar derivatives. Hence, pegging cash products to the
same benchmark allows for effective hedging as the basis risk
between cash and derivatives markets is minimised.

OCBC Bank had previously executed Singapore’s first overnight indexed
swap derivatives transaction using SORA as the reference rate in
November 2019. It was also a party to the first Singapore dollar interest
rate swap referencing SORA, cleared by LCH, a leading global clearing
house, in May 2020.

In August 2019, the Association of Banks in Singapore (ABS) and the
Singapore Foreign Exchange Market Committee identified SORA as the
most suitable interest rate benchmark to replace the SOR. This change is
necessary as the long-term viability of SOR, which utilises the USD LIBOR
in its computation, would be impacted by the expected discontinuation of
the USD LIBOR after 31 December 2021.

An industry-led Steering Committee for the transition (SC-STS),
comprising senior representatives from key banks, relevant industry
associations, and MAS was established in August 2019. Chaired by Mr
Samuel Tsien, OCBC Group CEO and ABS Chairman, the SC-STS is
responsible for providing strategic direction on industry proposals to
develop new products and markets based on SORA, and to engage with
stakeholders to seek feedback and raise awareness on issues related to
the transition from SOR to SORA.

Said Ms Elaine Lam, Head, Global Corporate Banking, OCBC Bank, “We are
pleased to be working with CapitaLland on Singapore’s first SORA-pegged
loan, which is an important first step for the industry transition from SOR
to SORA. This deal will provide guidance for the development of SORA-
pegged loans, pave the way for greater market acceptance and help such
loans gain traction in the market. This landmark SORA-pegged loan, being
a sustainability-linked loan, deeply resonates with OCBC’s and
Capitaland’s shared commitment to advancing green finance in
Singapore.”

Said Mr Andrew Lim, Group Chief Financial Officer, CapitaLand Group,
“Capitaland’s pioneer adoption of the SORA-based loan enables us to
contribute to how SORA will be understood, structured and priced, in the



process preparing the groundwork for mainstream adoption in the future.
It also positions CapitaLland well as we embark on our own gradual
transition. With the support of a like-minded partner in OCBC, we are able
to dovetail this important innovation in Singapore’s financial ecosystem
with our commitment to our environmental, social and governance
efforts. We will continue to advocate and pursue responsible growth and
sustainability as a Group.”

In total, CapitaLand and its real estate investment trusts have raised over
$$2.72 billion in less than two years through sustainable financing.

Refer to Annex B for details on this sustainability-linked loan and
Capitaland’s sustainable financing efforts.
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About OCBC Bank

OCBC Bank is the longest established Singapore bank, formed in 1932
from the merger of three local banks, the oldest of which was founded in
1912. It is now the second largest financial services group in Southeast
Asia by assets and one of the world’s most highly-rated banks, with an Aal
rating from Moody’s. Recognised for its financial strength and stability,
OCBC Bank is consistently ranked among the World’s Top 50 Safest Banks
by Global Finance and has been named Best Managed Bank in Singapore
by The Asian Banker.

OCBC Bank and its subsidiaries offer a broad array of commercial banking,
specialist financial and wealth management services, ranging from
consumer, corporate, investment, private and transaction banking to
treasury, insurance, asset management and stockbroking services.



OCBC Bank’s key markets are Singapore, Malaysia, Indonesia and Greater
China. It has about 530 branches and representative offices in 19
countries and regions. These include over 260 branches and offices in
Indonesia under subsidiary Bank OCBC NISP, and over 80 branches and
offices in Mainland China, Hong Kong SAR and Macau SAR under OCBC
Wing Hang.

OCBC Bank’s private banking services are provided by its wholly-owned
subsidiary Bank of Singapore, which operateson a unique open-
architecture product platform to source for the best-in-class products to
meet its clients’ goals.

OCBC Bank's insurance subsidiary, Great Eastern Holdings, is the oldest
and most established life insurance group in Singapore and Malaysia. Its
asset management subsidiary, Lion Global Investors, is one of the largest
private sector asset management companies in Southeast Asia.

For more information, please visit www.ocbc.com.

For all other updates on OCBC, follow @OCBCBank on Twitter and “like”
facebook.com/ocbcbank on Facebook.

About Capitaland Limited (www.capitaland.com)

Capitaland Limited (CapitalLand) is one of Asia’s largest diversified real
estate groups. Headquartered and listed in Singapore, it owns and
manages a global portfolio worth over $5131.9 billion as at 31 December
2019. Capitaland’s portfolio spans across diversified real estate classes
which includes commercial, retail; business park, industrial and logistics;
integrated development, urban development; as well as lodging and
residential. With a presence across more than 200 cities in over 30
countries, the Group focuses on Singapore and China as its core markets,
while it continues to expand in markets such as India, Vietnam, Australia,
Europe and the USA.

Capitaland has one of the largest real estate investment management
businesses globally. It manages seven listed real estate investment trusts
(REITs) and business trusts as well as over 20 private funds. Since it
pioneered REITs in Singapore with the listing of CapitaLand Mall Trust in


http://www.ocbc.com/
http://www.capitaland.com/

2002, Capitaland’s REITs and business trusts have expanded to include
Ascendas Real Estate Investment Trust, Capitaland Commercial Trust,
Ascott Residence Trust, CapitaLland Retail China Trust, Ascendas India
Trust and CapitaLand Malaysia Mall Trust.

Follow us on social media:

Facebook: @capitaland / facebook.com/capitaland
Instagram: @capitaland / instagram.com/capitaland
Twitter: @capitaland / twitter.com/capitaland
LinkedIn: linkedin.com/company/capitaland-limited
YouTube: youtube.com/capitaland

For media queries, please contact:

OCBC Bank

Liew Aiqging

Assistant Vice President

Group Brand and Communications
HP: (65) 9380 7518

Capitaland
Analyst contact

Grace Chen

Head, Investor Relations

Tel: +65 6713 2883

Email: grace.chen@capitaland.com

Ow Yong Weng Leong

Vice President

Group Brand and Communications
HP: (65) 9791 3734

Media contact

Tan Bee Leng

Head, Group Communications
Tel: +65 6713 2871

Email: tan.beeleng@capitaland.com
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ANNEX A

lllustration: Determining the backward-looking compounded-in-arrears SORA
using a ‘Five-business day backward-shifted observation period’
methodology.

e SORA is a backward-looking overnight rate.

Forward-looking term rate * Backward-looking term rate / Averaged RFR

Based on Based on
Cash (e.g. IBOR) Risk Free Rates (RFR)

Availability and usage Availability and usage
At the beginning “in advance” ft the End‘, Al’fhe beglnm:lg
in arrears in advance

Source: Financial Stability Board

e Observation period is the period from, and including, the date five business
days preceding the first day of the interest period to, but excluding, the date
five business days preceding the last day of the interest period.

e The daily SORA rates are compounded in arrears over the observation period.

e |Interest amount will be a product of (i) outstanding principal (ii)
compounded-in-arrears SORA and an applicable margin (iii) number of days
in the interest period divided by 365.

e Theinterest amount in respect of an interest period will be determined after
the end of the observation period and prior to the end of such interest period
and is payable on an agreed date. (For illustration purposes, the interest
payment date is assumed to be the last day of the interest period.)

First Day of First First Day of Second First Day of Third
Interest Period Interest Period Interest Period

T-5 business days X-5 business days ¥-5 business days

Daily SORA Is being compounded during the Daily SORA is being compounded during the
observation period observation period

A A

First Interest Second Interest
Observation Period Payment Date on X Payment Date on Y

. Interest / Principal
Payment

Interest Period

*IBOR refers to Interbank Offered Rate


https://www.fsb.org/2019/06/overnight-risk-free-rates-a-users-guide/

ANNEX B

Details on the sustainability-linked loan and CapitaLand’s sustainable
financing efforts

e With the SS300 million sustainability-linked loan from OCBC Bank, CapitalLand
and its real estate investment trusts have raised over $52.72 billion in under
two vyears through sustainable financing, reinforcing the Group’s
commitment towards responsible growth. This is Capitaland’s sixth
sustainability-linked loan, the highest number of sustainability-linked loans
obtained by a real estate company in Singapore.

e Capitaland Group has partnered with seven financial institutions to secure a
total of 13 sustainable financing instruments comprising sustainability-linked
loans, green loans and a green bond since 2018.

e The sustainability-linked loan is explicitly tied to CapitaLland’s environment,
social and governance (ESG) performance and achievements in the Global
Real Estate Sustainability Benchmark (GRESB), a leading ESG benchmark for
real estate and infrastructure investments across the world. CapitaLand will
obtain interest savings as it maintains or improves its rating on the
benchmark. This is Capitaland’s second sustainability-linked loan to be tied
to GRESB.

e In 2019, CapitaLand had achieved interest savings on its previous S$600
million sustainability-linked loans. These sustainability-linked loans are
explicitly linked to CapitaLand’s ESG efforts to maintain its listing on the Dow
Jones Sustainability World Index.
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