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SECTOR UPDATE

REITs — Singapore

3Q23: CLAR (In Line); 9M23: PREIT (In Line)

BUY CLAR (Target: $$3.13) for excellence in execution to sustain strong positive rental
reversion, maintain high occupancies and orchestrate a string of successive
redevelopment projects. BUY PREIT (Target: S$4.19) for rent step-up of 25.3% for

Singapore hospitals in 2026 after upgrading MEH to a modern and integrated multi-
service medical hub. Maintain OVERWEIGHT on S-REITs.

RESULTS

CapitaLand Ascendas REIT (CLAR SP/BUY/Target: $$3.13)

¢ CapitaLand Ascendas REIT (CLAR) provided 3Q23 business update:

o Stable occupancies across Singapore, Australia and the UK/Europe. Portfolio
occupancy was stable at 94.5% in 3Q23. Occupancy rate for Singapore improved 0.4ppt
goq to 92.7%, which is offset by a marginal easing of occupancy rate for Australia and the

UK/Europe by 0.5ppt and 0.2ppt qoq respectively to 99.0% and 99.3%. Australia and the
UK/Europe remain near full occupancy.

Strong positive rental reversion for logistics properties. CLAR recorded positive rental
reversion of 10.2% for leases renewed in multi-tenant buildings in 3Q23 (Singapore:
+9.8%, the US: +8.5% and the UK/Europe: +28.8%). Logistics properties registered
exceptionally strong rental reversion at 25.5% in Singapore and 28.8% in the UK/Europe
due to tight supply and adoption of just-in-case supply chain management. Management
expects positive rental reversion at high single digit for full-year 2023.

Further expansion in data centres. CLAR completed the acquisition of two-storey high
specification colocation data centre at Watford in North-West London for £125.1m
(8%$209.4m) on 17 Aug 23. This is CLAR’s 5th data centre in the UK. Its data centre
portfolio will expand 15% to S$1.5b, representing 9% of its total investment properties.
The data centre is 80% occupied by five investment-grade tenants. The acquisition is
accretive to pro forma 2022 DPU by 0.7%.

Embarked on four redevelopment and convert-to-suit projects. CLAR has embarked on
a S$107m redevelopment to transform two blocks of traditional warehouses with cargo
lifts at 5 Toh Guan Road East in Singapore into a modern six-storey ramp-up logistics
facility. The redevelopment utilises untapped plot ratio to increase GFA by 71% to
50,920sqm and is scheduled to complete in 4Q25. In total, CLAR has four ongoing
redevelopment and convert-to-suit projects (1 Science Park Drive, 27 IBP and 5 Toh
Guan Road East in Singapore and 6055 Lusk Boulevard in San Diego, California) worth
S$$600m to enhance return from its existing portfolio.

Coping with higher cost of debt. Aggregate leverage remains healthy at 37.2% as of
Sep 23. Average cost of debt was stable at 3.3%. The debt maturity profile is well-spread
with less than 15% of borrowings due for renewal in any single year for the next five
years. Interest coverage ratio was healthy at 3.8x.

o Maintain BUY. Our target price of $S$3.13 is based on DDM (cost of equity: 7.25%, terminal
growth: 2.5%).

KEY OPERATING METRICS - CLAR

Year to 31 Dec 3Q22  4Q22 1Q23 2Q23 3Q23 yoy%Chg qoq % Chg*
DPU (S cents) n.a. 7.93 n.a. 7.72 n.a. n.a. na.
Occupancy 945% 94.6% 94.4% 94.4% 94.5% Oppt 0.1ppt
Aggregate Leverage 37.3% 36.6% 382% 36.7% 37.2% -0.1ppt 0.5ppt
Average Cost of Debt 22% 25% 33% 330% 3.30% 1.1ppt Oppt

% Borrowing in Fixed Rates 78.0% 79.4% 77.0% 815% 80.6% 2.6ppt -0.9ppt
WALE by NLA (years) 3.9 3.8 3.8 3.9 3.9 Oyrs Oyrs
Weighted Debt Maturity (years) 35 3.7 3.2 33 3.3 -0.2yrs Oyrs
Rental Reversion 54% 8.0% 11.1% 142% 10.2% 4.8ppt -4ppt

Source: CLAR, UOB Kay Hian * hoh % chg for DPU

(Maintained)
KEY PICKS
Company Rec Share Price Target Price
(S$) (S$)
FEHT BUY 0.59 0.76
FCT BUY 2.07 2.42
KREIT BUY 0.80 1.06
LREIT BUY 0.51 0.79
MINT BUY 2.15 2.69
Source: UOB Kay Hian
PORTFOLIO OCCUPANCY
(%)
100.0
99.0 99.3

95.0 A

900 - & 92,

85.0 A

80.0 A

Singapore Australia United Kingdom/  United States
Europe

=3Q22 4Q22 1Q23 2Q23 3Q23
Source: CLAR

POSITIVE RENTAL REVERSIONS

% Change in Renewal Rates 3Q22 4Q22 1Q23 2023 3Q23
SINGAPORE 4.4% 6.0% 11.2% 19.5%| 9.8%)
- Business Space & Life Science 3.2% 1.8% 11.5%|  17.9% 6.4%)
- Logistics 14.6%| 13.1%| 23.6%| 39.1%|  25.5%|
- Industrial & Data Centres 2.8% 3.7% 6.4% 9.7% 8.6%
AUSTRALIA 0.2% n.a. 14.3% 12.9% n.a.
- Business Space 0.2% na| 18.1%| 12.9%) na.
- Logistics na na. 2.0% na na
UNITED STATES 48.0% 39.0% 11.3% 11.0%| 8.5%)
- Business Space 10.6%|  30.9% 11.3% 9.5%) 8.5%)
- Logistics 60.0% 42.6% na. 11.3%)| na.
UNITED KINGDOWN / EUROPE na. n.a. 0.0% na. 28.8%
- Dala Centres na na. 0.0% na na
- Logistics na na. na. na| 28.8%)
Total Portfolio 5.4% 8.0% 111%(  18.0%|  10.2%|

Source: CLAR
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Parkway Life REIT (PREIT SP/BUY/Target: S$4.19) UNINTERRUPTED DPU GROWTH SINCE IPO
9M23 RESULTS 15 8

Year to 31 Dec (S$m) 9M23  yoy%chg Remarks 15 09

Gross Revenue 110.9 +24.6  Positive impact from renewed lease for Singapore hospitals. o

Net Property Income 104.5 +26.2  Acquired five nursing homes in Sep 22.

Distributable Income 66.5 +2.8  Includes straight-line rental adjustment.

DPU (S cents) 10.99 +2.8 5

Source: PREIT, UOB Kay Hian

« Parkway Life REIT (PREIT) reported DPU of 10.99 S cents for 9M23 (+2.8% yoy), which O ¥ ¥ % % T 1 16 15 16 17 18 10 20 21 22
is in line with our expectation. mDPU Divestment Gains

Resilient growth from healthcare. Gross revenue and NPI increased 24.6% and 26.2%  Source: PREIT
yoy respectively in 9M23 due to contribution from five nursing homes acquired in Sep 22 pgseT vix (3023)
and higher rent from the Singapore properties under the new master lease agreements

that commenced in Aug 22, partially offset by depreciation of the Japanese yen against MS!’;‘XZ'a
the Singapore dollar. Finance costs surged 110% yoy due to funding for capex and

acquisitions and higher interest rates for SGD debts. Distributable income normalised to Japan

growth of 2.8% yoy after straight-line rental adjustment. 34.4%

Reaping the fruits from renewal capex. Singapore hospitals will benefit from rent step-up
of 25.3% in 2026 after the completion of Project Renaissance. The S$350m Project
Renaissance, jointly funded by sponsor IHH Healthcare and PREIT (PREIT’s share in
renewal capex is S$150m), will transform Mount Elizabeth Hospital (MEH) into a modern

and integrated multi-service medical hub over three years. Sigg%g;re
.070

Further expansion for nursing homes in Japan. PREIT has completed the acquisition of
two nursing homes in the Osaka Prefecture, namely HIBISU Shirokita Koendori and  Source: PREIT

HIBISU Suita, for total consideration price of ¥1,766.4m (S$16.4m) on 27 Oct 23. The two  pERT MATURITY PROFILE (3023)
freehold properties are well-located in residential areas in close proximity to central Osaka

City. They have long average lease term of 29 years. The acquisition was made at 11.9% 20
below valuation and will be fully funded by JPY debts. 20

180 30

Prudent capital management. PREIT has healthy aggregate leverage of 36% and low all- ﬁg

in cost of debt at 1.32%. Interest coverage ratio is high at 12.8x. There is no long-term 120
debt refinancing needed till Feb 24. PREIT adopts a natural hedge strategy for its 132
Japanese investments to maintain a stable NAV. About 74% of its interest rate exposure is 60

hedged. It uses JPY forward contracts to hedge JPY income till 1Q27. 40

20 46 %6
¢ Maintain BUY and target price of S$4.19 based on DDM (cost of equity: 6.75%, terminal 0
growth: 3.0%).
KEY OPERATING METRICS - PREIT
3Q22 4Q22 1Q23 2Q23 3Q23 yoy%chg qoq % chg*

(S$m)

2023 2024 2025 2026 2027 2028 2029 2030

Source: PREIT

DPU (S cents) n.a. 7.32 n.a. 7.29 n.a. n.a. n.a.
Occupancy 99.7% 99.7% 99.7% 99.7% 99.7% Oppt Oppt
Aggregate Leverage 34.7% 364% 375% 353% 36.0% 1.3ppt 0.7ppt
Average Cost of Debt 0.72% 1.04% 119% 1.19% 1.32% 0.6ppt 0.13ppt
WALE by Gross Revenue (years) 17.2 17.0 16.8 16.7 16.5 -0.7yrs -0.2yrs
Average Debt Maturity (years) 2.9 3.4 3.1 2.9 2.8 -0.1yrs -0.1yrs
Source: PREIT, UOB Kay Hian *hoh % chg for DPU
ACTION

e BUY CLAR (Target: S$3.13) and PREIT (Target: S$4.19).

SECTOR CATALYSTS

* Hospitality, retail and office REITs benefitting from the reopening of the economy and
easing of COVID-19 restrictions in Singapore and around the region.

o Limited new supply for logistics and retail segments in Singapore.

PEER COMPARISON

Price Target Mkt Cap Yield (%) Debt to Debt to PINAV
Name Ticker Rec 310ct23  Price (US$m) Hist Curr Fwd1lY  Fwd2Y Equity (%) Assets (%) (x)
CapLand Ascendas CLAR SP BUY 2.60 3.13 8,334 6.1 5.9 6.0 6.0 64.3 372 1.12
PLife REIT PREITSP  BUY 3.36 419 1,484 43 4.2 42 43 57.3 353 1.44

Source: Bloomberg, UOB Kay Hian
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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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