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COMPANY UPDATE BUY
Digital Core REIT (DCREIT SP) (Maintained)
Overcoming Resistance As Cyxtera Is Rehabilitated Share Price US$0.565
DCREIT’s second-largest tenant Cyxtera has resumed payment of rents since July and Target Price US$0.73
is on track to emerge from the court-supervised chapter 11 bankruptcy restructuring by Upside +29.2%
fall of this year (4Q23). Cyxtera reported growth in EBITDA of 10.7% yoy in 2Q23. (Previous TP US$0.62)
DCREIT’s inclusion in FTSE EPRA Nareit Global Developed Index will enhance trading

COMPANY DESCRIPTION

liquidity. DCREIT provides a distribution yield of 6.5% for 2023 (KDCREIT: 4.8%, MINT:
6.1%). Maintain BUY. Target price: US$0.73.

WHAT’S NEW
¢ Cyxtera filed plan of reorganisation. Digital Core REIT’'s (DCREIT) second-largest tenant

DCREIT is a pure-play data centre REIT. Its
portfolio comprises 10 freehold data centres
concentrated within top-tier markets in the US
(North  Virginia, Silicon Valley and Los

Cyxtera has filed a proposed Plan of Reorganisation with the Bankruptcy Court for the
District of New Jersey, which is supported by lenders who hold over two-thirds of its
outstanding debt, in Aug 23. The reorganisation plan provides flexibility for Cyxtera to pursue

Angeles) and Canada (Toronto) with an
appraised valuation of US$1.4b. Its sponsor
Digital Realty is the world’s largest data centre
owner and operator.

a balance sheet recapitalisation or a sale of the business If approved and executed, the plan

would wipe out debt of more than US$950m. STOCK DATA
. ) ) GICS sector Real Estate
o nyFgra o.n track to emerge .from r.estructlfrlng py 4Q23. nytera has recelvgd multiple Bloomberg ticker: DCREIT SP
qualified bids for the sale of its business. Final bids to acquire Cyxtera’s business were Shares issued (m): 11261
submitted by 18 Aug 23. Cyxtera has announced that it is on track to emerge from the court- ’ e
supervised chapter 11 bankruptcy restructuring by fall of this year (4Q23). Market cap (US$m): 636.2
Market cap (US$m): 636.2
o Green shoots in 2Q23 business update. Cyxtera has released a business update for 5 avg daily tover (US$m): 17
2Q23. Its total revenue increased by US$14.9m or 8.1% yoy to US$199.0m in 2Q23. Pprice Performance (%)
Adjusted EBITDA expanded by US$64m or 10.7% yoy to US$664m 52-week high/low US$0.815/US$0.405
e Cyxtera collaborating with HPE. Cyxtera has entered into collaboration with Hewlett 1mth 3mth  6mth 1yr YTD
Packard Enterprise (HPE) to offer its Enterprise Bare Metal solution with HPE ProLiant 13.0 31.4 (4.2) (26.6) 27
servers. The integrated solution helps customers simplify their IT operations, improve agility, ~Major Shareholders %
and realise significant cost savings. Customers are able to optimise their hybrid IT Digital Realty Trust 35.0
infrastructures and scale up rapidly. Sumitomo Mitsui Fin 7.0
¢ Inclusion in FTSE EPRA Nareit Global Developed Index. DCREIT will be included in the ;=Y23 NAV/Share (USS) 071'
FTSE EPRA Nareit Global Developed Index with effect from the market close on 15 Sep 23. '
. . . L . ) FY23 Net Debt/Share (US$) 0.44
The inclusion will attract new capital inflows from global index funds. It is one of only two
pure-play data centre REITs in the FTSE EPRA Nareit Developed Asia Index. PRICE CHART
o o
o~ e —— o
0.80 A 110
KEY FINANCIALS 070 | 100
Year to 31 Dec (US$m) 2021 2022 2023F  2024F  2025F oo -
Net turnover n.a. 115 109 107 107 050 | 70
EBITDA n.a. 72 71 70 70 oo 60
Operating profit n.a. 72 71 70 70 &0
Net profit (rep./act.) n.a. 13 (79) 39 38 % “©
Net profit (adj.) n.a. 42 41 38 38 20 | Volume (m)
EPU (US$ cent) n.a. 3.7 3.7 3.4 3.3 10
DPU (US$ cent) n.a. 4.0 3.7 3.6 3.6 Sep22 Nov22 Jan23 Mar23 May23 Jul23 Sep23
PE (x) n.a. 15.1 15.4 16.7 17.2
P/B (x) n.a. 0.7 0.8 0.8 0.8  Source: Bloomberg
DPU YId (%) n.a. 7.0 6.5 6.3 6.4
Net margin (%) n.a. 17 (72.0) 36.0 354 ANALYST(S)
Net debt/(cash) to equity (%) n.a. 50.3 62.6 65.7 69.1 Jonathan Koh, CFA, MSc Econ
Interest cover (x) n.a. 6.7 2.9 2.6 2.5 +65 6590 6620
ROE (%) n.a. n.a. n.a. 4.9 4.9 jonathankoh@uobkayhian.com
Consensus DPhgU (US$ cent) n.a. n.a. 3.6 3.6 3.5
UOBKH/Consensus (x) - - 1.02 0.99 1.04

Source: Digital Core REIT, Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.




UOBKayHian

Singapore Daily

STOCK IMPACT

¢ Cyxtera has resumed payment of rents since July. DCREIT’s second-largest customer
Cyxtera, a global colocation and interconnection provider accounting for 22% of total
annualised rent, filed for chapter 11 bankruptcy protection on 4 Jun 23. Cyxtera was current
on rents till May 23. It was in arrears in June but resumed payment of rents in July. DCREIT
intends to recover the rental obligation for June as an administrative expense claim through
the bankruptcy process.

¢ Two data centres in Los Angeles could be rejected. Cyxtera fully occupies five shell &
core data centres, comprising three in Silicon Valley (occupancy: 95%) and two in Los
Angeles (occupancy: 57%). It has to decide to accept or reject its lease agreements. The
two data centres in Los Angeles are at risk of being rejected due to low end-customer
occupancy of 57%, which is close to breakeven levels. Fortunately, they accounted for a
smaller 7.7% of portfolio valuation and 6.4% of annualised rent. Comparatively, the three
data centres in Silicon Valley accounted for 18.4% of portfolio valuation and 15.1% of
annualised rent.

Potential to establish direct relationships with end-customers. DCREIT has expertise in
operating colocation facilities and could establish direct relationship with Cyxtera’s
colocation customers if the leases are rejected. There is room for positive rental reversion as
in-place passing rents are 5-15% below market.

Positive attributes of affected data centres. Two of DCREIT's data centres in Silicon
Valley, namely 2401 Walsh Avenue and 2403 Walsh Avenue, are located next to Nvidia.
One of its data centres at 200 North Nash Street in Los Angeles is near two subsea cables
landing points owned by Google and Meta Platforms.

Al boosts demand for data centre space. Artificial intelligence (Al) is expected to
contribute to continued growth in IT spending as a percentage of global GDP. Sizeable
artificial intelligence requirements have begun to materialise faster than expected in 2Q23.
According to datacenterHawk, North America experienced record absorption of 850MW in
2Q23. Al is a major driver of the record new demand.

EARNINGS REVISION/RISK

o We raised our 2024 DPU forecast by 12% after factoring in full occupancy for the three data
centres in Silicon Valley and assuming DCREIT backfills half of the data centre spaces at
two data centres in Los Angeles occupied by Cyxtera.

VALUATION/RECOMMENDATION

e Maintain BUY. Our target price of US$0.73 is based on DDM (cost of equity: 7.0%
(previous: 7.25%), terminal growth: 2.2%).

¢ Pure play on data centre. DCREIT provides a distribution yield of 6.5% for 2023F
(KDCREIT: 4.8% and MINT: 6.1%).

SHARE PRICE CATALYST
e Organic growth from cash rental escalation of 1-3% (weighted average: 2%).
¢ Yield-accretive acquisitions tapping on sponsor’s large data centre pipeline.

KEY OPERATING METRICS

2Q22 3Q22 4Q22 1Q23 2Q23  yoy%chg qoq % chg*
DPU (US cents) 2.06 n.a. 1.92 n.a. 1.92 -6.8% 0.0%
Occupancy 100.0% 100.0% 98.0% 97.0%  97.0% -3ppt Oppt
Aggregate Leverage 257% 26.2% 34.0% 344% 34.2% 8.5ppt -0.2ppt
Average Cost of Debt 2.3% 3.1% 3.9% 4.1% 4.7% 2.4ppt 0.6ppt
WALE by Annualised Rents (years) 5.2 5.0 45 4.2 3.9 -1.3yrs -0.3yrs
Weighted Average Debt Maturity (years) 44 42 36 37 34 -1yrs -0.3yrs
% of Borrowings in Fixed Rates 50% 50% 75% 74% 2% 22ppt -2ppt

* hoh % chg for DPU
Source: DCREIT, UOB Kay Hian
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RENTAL INCOME BY CORE MARKET (JUN 22)

Los Angeles

6%

Northern
Virginia
33%

Toronto
16%

Silicon Valley
31%

Source: DCREIT

RENTAL INCOME BY PROPERTY TYPE (JUN 22)

Core & Shell
23%

Fully Fitted
7%
Source: DCREIT
IMPACTED PROPERTIES
--Los Angeles - --Silicon Valley - ----- Frankfurt -----
3015 200 2401 2403 1500  Wilhelm-
Winona  North Walsh ~ Walsh Space Fay-
Avenue  Nash  Avenue Avenue  Park  Strasse
Street Drive 24
Customer 57% 95% 70%
Occupancy
Status of Leases No leases accepted or rejected to date.
Annualised Rent 21 2.7 42 26 4.1 05

(US$m)
Appraised Value 486 62.1 99.0 61.2 103.5 6.0
(US$m)

Source: DCREIT

KEY LOCATIONS IN LOS ANGELES

Source: DCREIT
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PROFIT & LOSS BALANCE SHEET
Year to 31 Dec (US$m) 2022 2023F 2024F 2025F  Year to 31 Dec (US$m) 2022 2023F 2024F 2025F
Net turnover 115.0 109.4 107.5 107.5 Fixed assets 1,423.8 1,306.2 1,308.7 13112
EBITDA 718 711 69.7 69.7 Other LT assets 154.2 154.2 154.2 154.2
Deprec. & amort. 0.0 0.0 0.0 0.0 ST debt na. n.a. na. na.
EBIT 718 711 69.7 69.7 Cash/ST investment 25.2 26.1 27.6 27.7
Associate contributions (0.5) 6.1 6.3 6.4 Other current assets 9.3 8.2 8.0 8.0
Net interest income/(expense) (10.6) (24.4) (26.8) (27.7) Total assets 1,612.6 1,494.7 1,498.6 1,501.1
Pre-tax profit 319 (67.3) 49.5 48.8 Other current liabilities 25.9 20.3 20.1 20.1
Tax (13.1) (6.2) (5.7) (5.6) LT debt 495.0 528.0 545.0 562.0
Minorities (5.3) (5.3) (5.1) (5.1) Other LT liabilities 14.6 14.6 14.6 14.6
Net profit 134 (78.8) 38.7 38.1 Shareholders' equity 934.9 801.1 788.0 7734
Net profit (adj.) 42.2 414 383 31.7 Minority interest 1421 130.6 130.9 1311
Total liabilities & equity 1,612.6 1,494.7 1,498.6 1,501.1
CASH FLOW KEY METRICS
Year to 31 Dec (US$m) 2022 2023F 2024F 2025F  Year to 31 Dec (%) 2022 2023F 2024F 2025F
Operating 77.6 384 54.4 53.8 Profitability
Pre-tax profit 15 (90.2) 275 26.8 EBITDA margin 62.5 65.0 64.9 64.9
Tax (2.5) (2.5) (2.5) (1.5 Pre-tax margin 27.8 (61.5) 46.1 45.4
Working capital changes 145 4.4 0.2) 0.0 Net margin 11.7 (72.0) 36.0 35.4
Non-cash items 384 129.5 9.0 9.0 ROA na. na. 2.6 25
Other operating cashflows 25.7 6.0 20.6 19.4 ROE n.a. n.a. 49 49
Investing (1,452.3) (2.5 (2.5) (2.5)
Capex (growth) (1,294.7) 0.0 0.0 0.0 Growth
Capex (maintenance) (2.6) (2.5) (2.5) (2.5) Turnover n.a. (4.9 1.7 0.0
Investments (68.9) 0.0 0.0 0.0 EBITDA n.a. (1.0 (2.0 (0.0
Others (86.1) 0.0 0.0 0.0 Pre-tax profit na. (311.0) na. (1.5)
Financing 1,400.0 (35.0) (50.4) (51.2) Net profit n.a. (686.9) n.a. (1.6)
Distribution to unitholders (26.7) (41.4) (40.5) (41.5) Net profit (adj.) n.a. (2.0) (7.4) €7
Issue of shares 9774 0.0 0.0 1.0 EPU na. (1.5) 8.2) (2.6)
Proceeds from borrowings 497.5 33.0 17.0 17.0
Others/interest paid (48.2) (26.5) (26.8) (27.7) Leverage
Net cash inflow (outflow) 25.2 0.9 15 0.1 Debt to total capital 315 36.2 37.2 38.3
Beginning cash & cash equivalent 0.0 25.2 26.1 27.6 Debt to equity 53.0 65.9 69.2 72.7
Ending cash & cash equivalent 25.2 26.1 27.6 21.7 Net debt/(cash) to equity 50.3 62.6 65.7 69.1
Changes due to forex impact 0.0 0.0 Interest cover (x) 6.7 2.9 2.6 25
Ending cash & cash equivalent 12,300.1  13,649.5
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TRADERS’ CORNER
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Wilmar International (WIL SP)
Trading buy range: $$3.68-3.69

Last price: $$3.69

Target price: $$3.90

Protective stop: $$3.63

Price managed to stay above the middle
Bollinger band, which is also the 20-day
moving average. The RSl is rising above its
neutral level. These could increase chances
of the stock price continuing to move higher.

We see increasing odds of stock price testing
S$3.90. Stops could be placed at S$3.63.

Approximate timeframe on average: 1-2 weeks
(initiate this trade idea if the stock hits the entry
price range within three trading days)

Our institutional research has a fundamental BUY
and target price of $$4.30.

PropNex (PROP SP)
Trading buy range: $$0.925-0.930
Last price: $$0.930

Target price: $$1.040

Protective stop: $$0.870

Price rebounded after forming a base low at
$$0.88. The RSI is rising from the oversold
region and is moving higher towards its
neutral level. These could increase chances
of the stock price moving higher.

We see increasing odds of stock price testing
S$1.04. Stops could be placed at $$0.87.

Approximate timeframe on average: 1-2 weeks
(initiate this trade idea if the stock hits the entry
price range within three trading days)

Our institutional research has a fundamental BUY
and target price of $$1.23.

ANALYST

Wong Shueh Ting, CFTe
+65 6590 6616
shuehting@uobkayhian.com
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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.

Refer to last page for important disclosures. )
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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

RCB Regn. No. 197000447W
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