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COMPANY UPDATE BUY

Ascott Residence Trust (ART SP) (Maintained)

Increasing Resiliency Through Pivot To Longer-stay Accommodation Share Price S$$1.09
ART is acquiring three serviced residences in Australia, France and Vietnam, five rental Target Price $$1.36
housing properties in Japan and an additional 45% stake in student accommodation Upside +24.8%
The Standard at Columbia in the US for $$318.3m. The acquisitions expand ART’s (Previous TP S$1.35)

exposure to longer-stay accommodation from 17% to 19% of portfolio valuation and are
accretive to 2021 DPU by 2.8%. Distribution yield is expected to improve from 4.9% for COMPANY DESCRIPTION

2022 to 5.8% for 2023. Maintain BUY. Target price: S$1.36. ART invests in income-producing real estate
, predominantly used as serviced residences,
WHAT’S NEW rental housing, student accommodation and

« Strengthening presence in key markets. Ascott Residence Trust (ART SP) has other hospitality assets on a global basis.
armpunced the acqtljisi.tion of the following nine properties from its sponsor The Ascott STOCK DATA
Limited at a total capitalised cost of S$318.3m.

GICS sector Real Estate

a) Three serviced residences - Quest Cannon Hill in Brisbane, Australia, Le Clef Tour Eiffel Bloomberg ticker: ART SP
Paris in France, and Somerset Central TD Hai Phong in Hai Phong, Vietnam. Shares issued (m): 3,442.0

b) Five rental housing properties in Kyoto, Osaka, Hyogo and Nagoya in Japan. Market cap (S$m): 3,751.8
. ) ] o ] Market cap (US$m): 2,633.2

¢) An additional 45% stake in The Standard at Columbia near University of South Carolina, 3-mth avg daily tover (US$m): 45

which is currently under development and slated for completion in 2Q23, brings its price Performance (%)
interest in the student accommodation property to 90%.

52-week high/low $$1.18/S$0.92
¢ Pivot to longer-stay properties in Japan and the US. The acquisitions deepen ART's 1mth 3mth  6mth 1yr YTD
presence in its key markets of Australia, France, Japan, the US and Vietnam. The nine (3.5) 2.7) 1.9 13.5 5.8
properties have 1,018 units and expand ART's total assets by 7.8% to S$8.3b. Longer-stay Major Shareholders %
accommodation will expand from 17% to 19% of portfolio valuation, bringing ART closer to  temasek Hidgs 39.6
its target of 25-30%. Like most student accommodation properties, The Standard at }
Columbia has an average length of stay of one year. The five rental housing properties in  _ B
Japan have typical lease tenure of two years. FY22 NAV/Share (S$) 114
« Serviced residences have healthy occupancies. The luxurious Le Clef Tour Eiffel Paris Y22 Net Debt/Share (S$) 0.79
has healthy occupancy of 80% and its average daily rate (ADR) was already 30% above pre- PRICE CHART
pandemic levels as of Jul 22. It is located near many tourist attractions, such as the Eiffel
Tower, Arc de Triomphe and Avenue Champs-Elysees. The property will remain operational (ly) —— sscorresiot st —— rsors esperce s v (%)
during refurbishment, which is targeted for completion by end-24. Paris will be hosting the 130 10
Summer Olympics in 2024. Quest Cannon Hill's occupancy is healthy at 95%. Somerset 120 130
Central TD Hai Phong’s occupancy is over 90%. The property caters mainly to corporate 120
guests and has an average length of stay of 11 months. Hai Phong is the top destination for e o
foreign direct investments in Vietnam. 100 "
0.90 %0
KEY FINANCIALS 080 &
Year to 31 Dec (S$m) 2020 2021 2022F 2023F 2024F 30 Nolume (m)
Net turnover 370 394 561 656 693 fg
EBITDA 128 146 240 323 342 o
Operating profit 94 114 206 289 308 Sep21 Nov2l Jan22 Mar22 May22 Jul22 Sep22
Net profit (rep./act.) (238) 296 89 156 170
Net profit (adj.) 67 (1) 95 156 170 source: Bloomberg
EPU (S$ cent) 2.2 (0.0) 2.8 4.5 4.9
DPU (S$ cent) 3.0 43 5.4 6.3 6.7 ANALYST(S)
i) 0N W HE 24 onatnkon
DPU YId (%) 2.8 4.0 4.9 5.8 6.1 6565906620
Net margin (%) (64.4) 75.0 15.9 23.8 24.5 jonathankoh@uobkayhian.com
Net debt/(cash) to equity (%) 49.8 55.6 63.2 66.2 68.8
Interest cover (x) 2.2 2.8 3.7 4.4 4.6
ROE (%) n.a. 7.2 21 3.6 4.0
Consensus DPU (S$ cent) n.a. n.a. 5.6 6.6 7.2
UOBKH/Consensus (x) - - 0.96 0.96 0.93

Source: Ascott Residence Trust, Bloomberg, UOB Kay Hian
n.m. : not meaningful; negative P/E reflected as "n.m."

Refer to last page for important disclosures.
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OVERVIEW OF ACQUISITION PROPERTIES

Location Paris, Brisbane, Hai Phong, Osaka, Nagoya,  South Carolina,
France Australia Vietnam Hyogo and Kyoto us
No. of Units 112 100 132 427 247 (679 beds)
Lodging Type Serviced Serviced Serviced Rental Housing Student
Residence Residence Residence Accommodation
(Under
Development)
Contract Type Master Lease Master Lease Management Management Management
Contract Contract Contract
EBITDA Yield 3.7% 6.5% 3.2%19.7% 4.1%-5.0% 5.0%
Appraised €103.7m A$29.7m d401.5m ¥7.496b US$29.7m
Valuation (S$150.4m) (S$28.7m) (S$24.1m) (S$80.7m) (S$41.4m)
% of Portfolio 43% 8% % 22% 20%
Asset Value
Source: ART

STOCK IMPACT

o Strengthening resiliency through pivot to longer-stay accommodation. The
acquisitions strengthen ART’s position as the largest hospitality REIT in the Asia Pacific
region. Resiliency is enhanced with expansion in longer-stay properties, such as student
accommodation and rental housing.

Expansion of EBITDA yield. The weighted average EBITDA yield for the acquired
properties was 4.5% in 2021 (without contribution from The Standard at Columbia). EBITDA
yield would improve to 5.0% on a stabilised basis when The Standard at Columbia is
completed and starts contributing.

Acquisition is DPU accretive. The acquisition is accretive to 2021 DPU by 2.8% assuming:

a) There is no contribution from The Standard at Columbia, which is currently under
development.

b) Funding mix between equity and debt at 46:54. ART's aggregate leverage is expected to
edge slightly higher to 38.5%.

¢) Management expects cost of additional borrowings at below 1.7%.
d) The issue price of new units for private placement is assumed at S$1.064.

The acquisition was approved by unitholders during an EGM held on 9 Sep 22. It is
expected to be completed by Nov 22.

EARNINGS REVISION/RISK

o We trimmed our 2023 DPU forecast by 1.6% after factoring in: a) acquisitions of four rental
housing and one student accommodation properties in Japan for S$125m announced in Mar
22, and b) acquisitions of nine properties in Australia, France, Japan (five rental housing
properties), the US and Vietnam for S$318m.

o ART has hedged 79% of its borrowings to fixed interest rate. Unfortunately, the Fed had just
hiked the Fed Funds Rate by 75bp to 3.00% on 21 Sep 22. We expect the Fed Funds Rate
to hit 4.25% by end-22. ART’s cost of debt is expected to increase from 1.7% in 2Q22 to
2.15% in 2023.

VALUATION/RECOMMENDATION

¢ Maintain BUY. Our target price of $$1.36 is based on DDM (cost of equity: 7.25%, terminal
growth: 2.6%).

SHARE PRICE CATALYST
o Yield-accretive acquisitions for student accommodation and rental housing.

o Full-year contributions from maiden development project lyf one-north in 2022.

o Recovery of the hospitality industry in Europe, Americas, Japan and Singapore, followed by
other countries in the Asia Pacific region.

Refer to last page for important disclosures.
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LE CLEF TOUR EIFFEL PARIS

Source: ART
THE STANDARD AT COLUMBIA

SourAT e
REVENUE BY GEOGRAPHICAL REGION

Asia Pacific
57.8%

Europe
18.5%
Source: ART
TARGET GEOGRAPHICAL ALLOCATION
60% 40%
Global in Asia Pacific Europe / USA

Presence,
Anchored in
Asia Pacific

$

Source: ART
TARGET ASSET ALLOCATION

Stable Income 25-30% inlon ger-stay

Base from accommodation
Longer-stay

Lodging

+ Largest hospitality trust in Asia Pacific

« Diversified across 15 countries,
Asia Pacific remains core

+ Presence in large domestic markets
and key gateway cities

Resilient and counter-cyclical assets

70-75% in serviced residences

Capturing Growth and hatls

as Travel Restarts
Beneficiaries of travel recovery

Source: ART
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Year to 31 Dec (S$m) 2021 2022F 2023F 2024F  Year to 31 Dec (S$m) 2021 2022F 2023F 2024F
Net turnover 3944 561.1 656.3 693.4 Fixed assets 7,225.5 7,554.0 7,587.0 7,587.0
EBITDA 146.3 239.8 3232 3422 Other LT assets 443 94.5 94.5 94.5
Deprec. & amort. 326 342 340 340 Cash/ST investment 346.3 3713 353.7 3375
EBIT 113.7 205.6 289.2 308.2 Other current assets 171 186.4 206.9 2134
Total other non-operating income 17.3 0.9 04 04 Total assets 7,733.2 8,206.1 8,242.1 8,232.4
Associate contributions (0.2) 0.7) 0.0 0.0 ST debt 764.2 625.8 625.8 625.8
Net interest income/(expense) (52.9) (64.6) (73.4) (74.7) Other current liabilities 207.7 268.0 302.3 3131
Pre-tax profit 374.9 135.8 216.2 233.8 LT debt 1,964.7 24800 25500  2,600.0
Tax (64.5) (29.3) (43.2) (46.8) Other LT liabilities 428.9 4238 4151 404.8
Minorities (1.1) (3.7) (3.6) (3.6) Shareholders' equity 4,287.2 43252  4,262.1 4,198.2
Preferred dividends (13.5) (13.4) (13.5) (13.5) Minority interest 80.6 83.3 86.9 90.5
Net profit 295.8 89.3 155.9 170.0 Total liabilities & equity 7,7332 8,206.1 8,242.1 8,232.4
Net profit (adj.) (1.3) 94.7 155.9 170.0

CASH FLOW KEY METRICS

Year to 31 Dec (S$m) 2021 2022F 2023F 2024F  Year to 31 Dec (%) 2021 2022F 2023F 2024F
Operating 145.6 438.1 265.1 269.6 Profitability

Pre-tax profit 3749 135.8 216.2 2338 EBITDA margin 371 42.7 492 49.3
Tax (4.4) (27.0) (43.2) (46.8) Pre-tax margin 95.1 24.2 329 337
Deprec. & amort. 326 34.2 34.0 34.0 Net margin 75.0 15.9 23.8 245
Associates 0.2 0.7 0.0 0.0 ROA 4.0 1.1 1.9 2.1
Working capital changes (45.6) 425 16.0 5.0 ROE 7.2 21 36 4.0
Non-cash items (283.5) 22.8 25.6 26.2

Other operating cashflows 7.3 2291 16.6 17.3 Growth

Investing (538.6) (536.6) (53.0) (20.0) Turnover 6.6 423 17.0 5.7
Capex (growth) (733.1) (516.6) (33.0) 0.0 EBITDA 13.9 63.9 348 5.9
Capex (maintenance) (37.7) (20.0) (20.0) (20.0) Pre-tax profit n.a. (63.8) 59.2 8.1
Proceeds from sale of assets 2534 0.0 0.0 0.0 Net profit n.a. (69.8) 74.5 9.0
Others (21.1) 0.0 0.0 0.0 Net profit (adj.) (102.0) na. 64.6 9.0
Financing 258.6 123.4 (229.7) (265.8) EPU (102.0) na. 58.7 8.2
Distribution to unitholders (142.5) (181.4) (219.1) (233.8)

Issue of shares 150.0 0.0 0.0 0.0 Leverage

Proceeds from borrowings 755.0 376.8 70.0 50.0 Debt to total capital 38.5 413 422 429
Loan repayment (448.2) 0.0 0.0 0.0 Debt to equity 63.7 718 745 76.8
Others/interest paid (55.6) (72.0) (80.6) (82.0) Net debt/(cash) to equity 55.6 63.2 66.2 68.8
Net cash inflow (outflow) (134.3) 24.9 (17.6) (16.2) Interest cover (x) 2.8 37 4.4 4.6
Beginning cash & cash equivalent 486.7 346.3 3713 353.7

Changes due to forex impact (6.1) 0.0 0.0 0.0

Ending cash & cash equivalent 346.3 3713 353.7 3375

Refer to last page for important disclosures.
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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. w



UOBKayHian

Monday, 26 September 2022

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 2022, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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