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COMPANY UPDATE
Link REIT (823 HK)

Takeaways From Shenzhen And Guangzhou Property Tour

We visited Central Walk, Liwan Link Plaza and Tianhe Link Plaza on 20-21 Nov 23. LINK
REIT strengthened its mix of F&B tenants and shifted to more leisure and entertainment
tenants to cater to the latest trend. Both Central Walk Shenzhen and Liwan Plaza saw
record daily footfalls. Tenant sales are still below pre-COVID-19 levels due to the weaker
performance of retail tenants. We expect the China retail portfolio to improve in 2024 on
the adjusted tenant mix and completion of AEI. Maintain BUY. Target price: HK$50.70.

WHAT’S NEW

o We visited Link Central Walk in Shenzhen, Link Plaza in Guangzhou Liwan and Link Plaza in
Guangzhou Tianhe on 20-21 Nov 23.

ESSENTIALS

¢ Observation of retail trend: a) retail tenants (clothing, etc) and cinemas are facing
downward pressure after the pandemic, causing negative rental reversion; b) sales of F&B
tenants are resilient; and ¢) shoppers’ demand for leisure and entertainment is notably rising.
With such a trend, we think that foot traffic and tenant sales of community malls that focus on
dining and experiences are expected to be more resilient.

Highlights of Link REIT's China portfolio: a) upgrading of key infrastructure (car parks,
washrooms, etc) through asset enhancement initiatives (AEl) to set a foundation for
attracting good tenants (eg the ROI of AEI on Shenzhen Central Walk is well above 10%); b)
adopting “first store” strategy by introducing a brand’s first store of country/city/region; c)
stabilising F&B proportion and improving the quality of F&B tenants; and d) increasing the
proportion of leisure and entertainment tenants and introducing anchor tenants like Meland.
These initiatives have led to phenomenal growth in foot traffic, with both Central Walk
Shenzhen and Liwan Plaza seeing new record daily footfalls. However, we think the
membership system is still relatively weak compared to leading mall operators.

STOCK IMPACT

o Expecting improvement of China retail portfolio in 2024 on the adjustment and AEls
done in 2023. The negative impact from the pandemic on the China retail portfolio’s NPI and
valuation has been reflected in LINK REIT’s valuation. Looking forward to 2024, backed by
premium locations and strong tenant mix, and with completion of major AEls, we expect that
Link REIT’s major retail properties in China can achieve positive retail sales growth, which
can help drive positive rental reversion.

EARNINGS REVISION/RISK
o We keep our DPU forecast unchanged.
KEY FINANCIALS

Year to 31 Mar (HK$m) 2022 2023 2024F 2025F 2026F
Net turnover 11,602 12,234 13,225 13,975 14,737
EBITDA 8,348 8,634 9,287 9,814 10,349
Operating profit 8,264 8,545 9,191 9,713 10,242
Net profit (rep./act.) 6,894 15,451 6,582 7,096 7,710
Net profit (adj.) 6,479 6,134 6,582 7,096 7,710
EPU (HK$ cent) 307.0 240.2 254.8 2715 291.8
DPU (HK$ cent) 305.7 274.3 254.8 2715 291.8
PE (x) 12.7 16.4 154 145 135
PIB (X) 05 05 05 05 06
DPU YId (%) 7.7 6.9 6.4 6.8 7.3
Net margin (%) 59.4 126.3 49.8 50.8 52.3
Net debt/(cash) to equity (%) 28.9 27.0 285 28.6 28.6
Interest cover (x) 9.2 5.2 5.2 5.8 6.9
ROE (%) 43 858 36 4.0 43
Consensus DPU (HK$ cent) n.a. n.a. 259.3 273.6 290.1
UOBKH/Consensus (x) - 0.98 0.99 1.01

Source: CIFI Ever Sunshine, Bloomberg, UOB Kay Hian

BUY

(Maintained)

Share Price HK$39.80
Target Price HK$50.70
Upside +27.4%

COMPANY DESCRIPTION

Link REIT is the first REIT in Hong Kong and
currently the largest in Asia in terms of market
capitalisation. Spanning Hong Kong, Beijing,
Shanghai, Shenzhen, Guangzhou, Sydney
and London, its portfolio comprises mostly
retail and office properties.

STOCK DATA

GICS sector Real Estate
Bloomberg ticker: 823 HK
Shares issued (m): 2,561.9
Market cap (HK$m): 101,964.88
Market cap (US$m): 13,061.01
3-mth avg daily t'over (US$m): 33.8

Price Performance (%)

52-week high/low HK$62.83/HK$35.45

1mth 3mth 6mth 1yr YTD
1.9 (10.5) (26.5) (24.6) (31.9)
Major Shareholders %
FY24 NAV/Share (HK$) 69.25
FY24 Net Debt/Share (HKS$) 19.74
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VALUATION/RECOMMENDATION

* Maintain BUY with an unchanged target price of HK$50.70. Our target price implies 5.0%
FY24 dividend yield. Link REIT is currently trading at 6.3% FY24 dividend yield. LINK REIT’s
resilient portfolio can support NPI growth, and high interest rate risks have been well under
control as company has no major debt maturity in the next 12 months. We think company
will regain growth momentum.

KEY INFORMATION OF PROPERTIES WE VISITED

Project Central Walk Link Plaza Liwan Link Plaza Tianhe
City Shenzhen Guangzhou Guangzhou
GFA 83,900 sqm 88,727 sqm 90,113 sgm
No. of car park 741 1043 1000
Year of opening 2007 2013 2012
Year of acquisition ~ March 2019 March 2017 June 2021
Cost of acquisition ~ RMB 6,600 million RMB4,065 million RMB3,205 million
Latest valuation RMB4,660 million RMB4,070 million (5.15% cap RMB3,050 million (5.15% cap
(4.65% cap rate) rate) rate)
Positioning Destination mall Community mall Community mall
Tenant mix F&B: 38% F&B: 36% F&B: 39%
Retail: 24% Supermarket & department  Retail: 21%
Leisure: 13.2% store: 21% Leisure: 12%
Daily groceries: 5.9% Retail: 18% Supermarket & department
Personal care: 5.4% Leisure: 7.9% store: 8.4%
Others: 13.1% Personal care: 5.1% Personal care: 7.2%
Others: 13.3% Others: 6.9%
Major competitors ~ COCO Park, Wongtee Rock Square (Capitaland), IGC (SHKP), GT Land Plaza,
Plaza, One Avenue Taikoo Li (Swire), Mixc mall K11 (NWD)
(CR Land)
CAPEX of AEI RMB 286 million N/A ~RMB 200 million (Phase 1)
Completion of AEI  January 2022 N/A September 2023
Foot traffic 30-40K/day during weekday ~ ~90K/day during weekday Officially re-opened in Nov
70-80K/day during weekend  ~12K/day during weekend 2023

Peak is 75K/day

Peak is 180K/day

Source: LINK REIT, UOB Kay Hia

Source: UOB Kay Hian

Source: UOB Kay Hian
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CENTRAL WALK SHENZHEN

LINK PLAZA LIWAN

LINK PLAZA TIANHE

Source: UOB Kay Hian
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PROFIT & LOSS
Year to 31 Mar (HK$m)
Net turnover

EBITDA

Deprec. & amort.

EBIT

Total other non-operating income

Associate contributions

Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

CASH FLOW

Year to 31 Mar (HK$m)
Operating

Pre-tax profit

Tax

Deprec. & amort.
Associates

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (growth)
Investments

Proceeds from sale of assets
Others

Financing

Distribution to unitholders
Issue of shares

Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)

2023
12,2340
8,633.6
88.6
8,545.0
9,317.0
85.0
(1,648.0)
16,299.0
(1,006.0)
158.0
15,451.0

2023
79346
16,299.0
(1,006.0)
88.6
n.a.
156.0
(9,251.0)
1,648.0
(923.5)
(29.5)
(1,000.0)
0.0
106.0
41970
(6,360.0)
12,049.0
262.0
0.0
(1,754.0)
11,208.1

2024F
132246
9,286.8
95.7
9,101.1
0.0
150.0
(1,774.8)
7,566.2
(1,134.9)
150.0
6,581.3

2024F
9,200.4
7,566.2
(1,134.9)
95.7
n.a.
806.6
920
17748
(674.8)
(31.9)
(1,000.0)
0.0
357.1
(12,586.3)
(6.454.3)
0.0
(4,000.0)
0.0
(2,132.0)
(4,060.7)

2025F
13.975.1
9,813.9
101.2
9,712.7
0.0
150.0
(1,680.7)
8,181.9
(1,227.3)
150.0
7,104.6

2025F
9,024.9
8,181.9
(1,227.3)
101.2
n.a.
209.3
790
1,680.7
(765.3)
(33.7)
(1,000.0)
0.0
268.5
(8,802.5)
(6,853.3)
0.0

0.0

0.0
(1,949.2)
(542.8)

2026F
14,7374
10,349.2
106.7
10,2425
0.0
150.0
(1,471.4)
8,921.1
(1,338.2)
150.0
7,732.9

2026F
9,459.1
8,921.1
(1,338.2)
106.7
n.a.
212.6
855
14714
(679.6)
(35.6)
(1,000.0)
0.0
356.0
(9,258.5)
(7.431.2)
0.0

0.0

0.0
(1,827.4)
(479.0)

BALANCE SHEET
Year to 31 Mar (HK$m)
Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Mar (%)
Profitability
EBITDA margin
Pre-tax margin

Net margin

ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (adj.)
EPU

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity

Interest cover (x)

2023
1,463.0
246,622.0
13,987.0
5,847.0
267,919.0
4,133.0
5,618.0
60,780.0
8,213.0
188,940.0
120.0
267,919.0

2023

70.6
1332
126.3

6.3
8.8

54
34
1003
124.1
(5.3)
(21.8)

25.6
344
27.0

5.2

2024F
11251
237,642.3
9,926.4
5,141.6
253,835.4
41330
5,719.1
56,780.0
8,213.0
178,905.2
(30.0)
253,835.4

2024F

70.2
57.2
49.8
25
3.6

8.1
76
(53.6)
(57.4)
73
6.1

25.4
34.0
28.5

5.2

2025F
1,057.7
239,642.3
9,3835
5,231.1
255,314.6
41330
6,018.0
56,780.0
8,213.0
180,235.6
(180.0)
255,314.6

2025F

70.2
58.5
50.8
2.8
4.0

57
5.7
8.1
8.0
8.0
6.7

253
33.8
28.6

5.8

2026F
986.5
241,642.3
8,904.5
5,322.0
256,855.4
41330
6,325
56,780.0
8,213.0
181,622.9
(330.0)
256,855.4

2026F

70.2
60.5
52.5
3.0
43

55
55
9.0
8.8
8.8
7.6

25.1
335
28.6

7.0
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

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

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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