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INITIATE COVERAGE

Prime US REIT (PRIME SP)

Rising From The Abyss

PRIME's Class A offices will benefit from a flight to quality despite the gloom in the US
office market in 2H22. It is able to continue generating positive rental reversion as in-
place passing rent was 6.7% below asking rent in 4Q22. It has prudently fixed or hedged
83% of its borrowings to fixed rates and has no refinancing till Jul 24. PRIME corrected
40% in 2H22. Valuation has bombed out with 2023 distribution yield at 15.2% and P/NAV
at 0.56x. Initiate coverage with BUY and target price of US$0.78.

WHAT’S NEW

o Class A offices benefit from flight to quality... PRIME US REIT (PRIME) invests in

stabilised income-producing office assets in the US. It has a high-quality portfolio of 14 Class
A freehold office properties in 13 key office markets, valued at US$1.7b as at Jun 22. PRIME
focuses on Class A office buildings, which are the best in class. Class A offices with amenities
are well sought after to attract employees back to work from the office. Demand is skewed
towards high-quality Class A office space. According to Cushman & Wakefield, Class A offices
outperform in net absorption. Premium in rents commanded by newer Class A office buildings
have also doubled during the COVID-19 pandemic.

...and attract blue chip tenants. Key tenants are blue chip companies with strong credit
standing. Charter Communications, Goldman Sachs, Sodexo, Dexcom, Wells Fargo and Bank
of America are among its top-10 tenants. WALE for its top-10 tenants is healthy at 4.6 years.
Some 73% of tenants are in the established and growth (STEM/TAMI) sectors.

18-hour and Super Sun Belt cities attract in-migration. PRIME has sizeable exposure to
18-hour and Super Sun Belt cities, which attract an influx of companies and people. These
high-growth cities have low or no state-level taxes, a highly educated workforce generated by
renowned local universities, rich amenities and good infrastructure.

Room to consistently generate positive rental reversion. PRIME has generated positive
rental reversion consecutively for the past 10 quarters. On a portfolio basis, in-place passing
rents were 6.7% below asking rents in 4Q22. Within its portfolio, Park Tower at Sacramento,
Sorrento Towers at San Diego, Crosspoint at Philadelphia and Tower 909 at Irving have the
potential to provide strong positive rental reversion of 11.2%, 21.3%, 17.7% and 13.0%
respectively in 4Q22.

Click here for Blue Top dated 17 Jan 23

KEY FINANCIALS

Year to 31 Dec (US$m) 2020 2021 2022F 2023F 2024F
Net turnover 144 157 164 168 171
EBITDA 84 89 90 93 95
Operating profit 84 89 90 93 95
Net profit (rep./act.) 22 66 (36) 66 67
Net profit (adj.) 67 67 62 66 67
EPU (US$ cent) 6.5 6.1 5.3 55 5.6
DPU (US$ cent) 6.9 6.8 6.7 6.3 6.4
PE (x) 6.4 6.8 7.9 7.5 74
P/B (x) 0.5 0.5 0.6 0.6 0.6
DPU YId (%) 16.7 16.3 16.2 15.2 15.3
Net margin (%) 15.2 42.3 (21.9) 39.3 39.4
Net debt/(cash) to equity (%) 48.8 62.1 72.0 74.6 77.4
Interest cover (x) 5.6 5.2 41 3.7 3.7
ROE (%) 25 7.0 n.a. 7.5 7.7
Consensus DPU (US$ cent) n.a. n.a. 7.0 71 7.0
UOBKH/Consensus (x) - - 0.96 0.89 0.91

Source: Prime US REIT, Bloomberg, UOB Kay Hian

BUY

Share Price US$0.415
Target Price US$0.78

Upside +88.0%
COMPANY DESCRIPTION

PRIME invests in stabilised income-

producing office assets in the US. It has a
high-quality portfolio of 14 Class A
freehold office properties strategically
located in 13 key office markets valued at
US$1.7b as at Sep 22.

STOCK DATA

GICS sector Real Estate
Bloomberg ticker: PRIME SP
Shares issued (m): 1,183.0
Market cap (US$m): 491.0
Market cap (US$m): 491.0
3-mth avg daily t'over (US$m): 0.7

Price Performance (%)
52-week high/low US$0.835/US$0.365

1mth 3mth 6mth 1yr YTD

(8.8) (11.7)  (38.5) (48.8) 25
Major Shareholders %
KBS REIT 18.2
Keppel Corp 5.3
FY23 NAV/Share (US$) 0.73
FY23 Net Debt/Share (US$) 0.55
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STOCK IMPACT PORTFOLIO VALUATION BY STATE (SEP 22)
¢ PRIME corrected 40% in 2H22. We are of the view that the selling is overdone and current Fg)ﬂia

weakness presents a good opportunity to accumulate the stock. Georga Calfomia

* Manageable rise in gearing. We expect cap rate to increase by 50bp to 6.8% driven by Wasg‘ggm"—\
higher interest rates. We estimate a US$124.8m drop in the fair value of investment 7.7%
properties, which causes aggregate leverage to deteriorate by 3.4ppt to 42.1% but is well Pennsyhvania___
within the regulatory limit of 50%. We see NAV per unit dropping 13% to US$0.75.

Utah

13.8%
o Exposure to fluctuations in US interest rates prudently hedged. Some 83% of PRIME’s iyt
borrowings is fixed rate or hedged to fixed rates. About 66% of its borrowings is fixed or o ETiy
hedged till mid-26. It does not have any refinancing obligations till Jul 24. Source: PRIME
VALUATION/RECOMMENDATION CASH RENTAL INCOME BY PRIMARY MARKET
(SEP 22)

* Bombed-out valuations. PRIME provides 2023 distribution yield of 15.2% and yield spread _
of 11.7%. The stock is oversold with P/NAV at 0.56x. aynes o€ Nigna

San Antonio (Oakland) 2.0%
6.2% 5.4% /_

Atlanta
11.8%

e We initiate coverage with BUY and target price of US$0.78 based on DDM (cost of

equity: 9.0%, terminal growth: 1.0%). Phiagephia .
Washington 11.7%
SHARE PRICE CATALYST bC (gl_a,%lanu)_>
o Growth from Super Sun Belt and 18-hour cities driven by in-migration. s L;a/uoisr T

Denver

o Growth from continued positive rental reversion. Boca Raton _/ .
.07

6.9%
’ Dallas San Diego

PEER COMPARISON - OFFICE REITS 71% 8.8%
Price  Target MktCap - Yield (%) -~ Debtto  Debtto P/NAV  Source: PRIME

Name Ticker Rec Currency 16Jan22 Price (US$m) Hist Curr Fwd ;:wd 2Y Equity (%) Assets (%)  (x)
SECTOR DIVERSIFICATION BY CRI (SEP 22)
Singapore - Office REITs

Capland IntComm Trust  CICTSP~ BUY  S$ 204 229 10245 51 52 55 56 68.9 4.2 0.96 Real Estate
Keppel REIT KREITSP BUY  S$ 089 117 2521 65 67 62 68 68.9 379 065 Others Si";';fs
Suntec REIT SUNSP  HOLD  S$ 136 137 290 64 67 56 56 78.7 431 0.65 Medical 14.5% : Communicatio
Average 60 62 58 60 722 40.7 0.75 Bintech & ns &
Healthcare Informz;tlon

Singapore - Offshore Office REITS 12.5% 14.0%
Cromwell REIT EUR CERTSP NR  Euro 146 na 889 116 112 110 112 738 38.9 0.58
Elite Comm REITGBP ~ ELITESP  BUY £ 0495 065 290 110 102 82 88 773 419 082 Government
IREIT Global IREITSP  NR S$ 052 na 451 81 81 81 86 50.5 30.8 0.63 45% oil & Gas Finance
KepPacOak REITUSD ~ KORESP BUY  US$ 050 074 517 128 115 107 106 65.1 372 0.70 pcconing, 546 19.1%
Manulife REIT USD MUSTSP BUY  US$ 028 063 489 194 186 188 192 783 425 0.50 T
Prime US REIT USD PRIMESP BUY US$ 0415 078 491 163 162 152 153 65.8 38.7 0.56 Preparation & Acc ion L egal Services
Average 132 126 120 123 68.4 38.3 0.63 Payroll & Food 11.9%

Services Services
US - Office REITs 28% 76%
Alexandria Real Estate  AREUS ~ NR  US$ 15557 na 25527 29 30 32 34 575 30.8 144 Source: PRIME
Equities
Boston Properties BXPUS NR  US$ 712  na 11,161 55 55 56 57 2288 50.7 181 TOP 10 TENANTS AS % OF CRI (SEP 22)
Kilroy Realty Corp KRCUS NR  US$ 4054 na 4738 51 52 54 56 771 396 0.87
Vornado Realty Trust VNOUS NR  US$ 2331 na 4471 91 91 75 71 1778 52.0 0.85 (% of Cash Rental Income)
Cousins Properties CuzZ us NR Uss$ 25.98 na. 3934 48 49 51 5.2 49.0 30.6 0.85 10 84
Douglas Emmett DEIUS NR  US$ 1577 na 2772 71 70 60 62 2079 53.7 1.07 s |
Equity Commonwealth ~ EQCUS ~ NR  US$ 2558 na 2799 00 39 00 00 00 0.0 1.09 6
Highwoods Properties HWUS NR  US$ 208 na 3141 66 67 68 68 1139 49.0 127
Corporate Office OFCUS NR  US$ 2799 na 3147 39 39 40 41 1418 54.0 1.89 4
Properties 2
SLGreenRealty Corp  SLGUS ~ NR  US$ 3805 na 2459 165 98 88 87 109.6 449 0.55
JBG Smith Properties JBGSUS NR  US$ 1965 na 2236 46 46 47 48 85.2 389 081 0 . e = = m
Hudson Pacific Properties HPPUS ~ NR  US$ 1057 na 1490 95 95 95 97 1214 448 051 £ g E § §E § 5 £ ¢ 8
Easterly Government DEAUS NR  US$ 1581 na 143 67 67 67 58 944 429 115 5§ ¢ ¢ 3 3 & 9 = E £
Properties gz & & s § & s 3 §
Paramount Group PGREUS NR us$ 617 na 1356 47 49 48 49 106.9 45.2 0.37 E 2 2 2 § 2 2 T 2
Piedmont Office Realy ~ PDMUS ~ NR  US$ 999 na 1233 84 84 87 89 105.2 478 0.69 ©c £ 3 = = 5 = £
Trust = £
Empire State Realty Trust  ESRTUS ~ NR  US$ 758  na 1224 18 19 25 27 2478 54.6 1.36 © =
Brandywine Realty Trust  BDNUS ~ NR  US$ 655 na 1124 116 116 116 121 1111 488 069  Source: PRIME

Veris Residential VRE US NR us$ 16.8 na. 1530 00 04 12 2.0 188.1 53.3 127
Office Properties Income ~ OPI US NR Us$ 17.01 na. 826 129 129 129 129 172.2 60.8 0.59
Trust

Orion Office REIT ONL US NR Us$ 8.84 na. 501 11 45 45 na. 58.6 36.2 0.50
Average 61 62 60 6.1 122.7 44.4 0.98

Source: Bloomberg, UOB Kay Hian
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PROFIT & LOSS
Year to 31 Dec (US$m)
Net turnover

EBITDA

Deprec. & amort.

EBIT

Net interest income/(expense)

Pre-tax profit
Tax

Net profit

Net profit (adj.)

CASH FLOW

Year to 31 Dec (US$m)
Operating

Pre-tax profit

Deprec. & amort.

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (growth)

Capex (maintenance)
Others

Financing

Distribution to unitholders
Issue of shares

Proceeds from borrowings
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent
Changes due to forex impact
Ending cash & cash equivalent

2021
156.7
89.1
0.0
89.1
(17.0)
71.0
(4.7)
66.3
67.4

2021
95.7
739
(3.5)

17
6.2
174
(260.4)
(238.7)
(16.1)
(5.5)
141.1
(69.4)
80.0
149.0
(18.4)
(23.5)
37.4
(0.0)
139

2022F
164.4
89.7
0.0
89.7
(21.9)
(30.5)
(5.5)
(36.0)
62.4

2022F
905
703
3.1)
(0.3)
6.5
172
(12.0)
0.0
(12.0)
0.0
(80.1)
(79.3)
0.0
21.0
(21.9)
(1.6)
139
0.0
123

2023F
167.6
92.9
0.0
92.9
(24.9)
68.0
(1)
65.9
65.9

2023F
937
704
(4.4)
0.3
6.1
213
(12.0)
0.0
(12.0)
0.0
(80.1)
(75.2)
0.0
200
(24.9)
16
123
0.0
138

2024F
1710
94.9
0.0
94.9
(25.3)
69.6
22
67.4
67.4

2024F
95.6
720
(4.4)
03
6.3
215
(12.0)
0.0
(12.0)
0.0
(82.2)
(76.9)
0.0
200
(25.3)
14
138
0.0
153

BALANCE SHEET
Year to 31 Dec (US$m)
Fixed assets

Other LT assets

ST debt

Cash/ST investment
Other current assets
Total assets

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Total liabilities & equity

KEY METRICS
Year to 31 Dec (%)
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)

2021
1,653.0
16

n.a.
13.9
4.5
1,672.9
26.5
629.0
26.4
991.1
1,672.9

2021

56.8
453
423
4.3
7.0

9.2
6.1
198.3
2045
05
(63)

38.8
63.5
62.1

5.2

2022F
1,545.0
19.1
n.a.
12.3
5.2
1,581.5
23.4
650.0
21.9
886.2
1,581.5

2022F

54.6
(18.5)
(21.9)
n.a.
n.a.

49
08
(142.9)
(154.2
(74
(129

= = =

42.3
73.3
72.0

4.1

2023F
1,557.0
19.1
n.a.
13.8
5.2
1,595.1
23.9
670.0
22.0
879.3
1,595.1

2023F

55.5
40.6
39.3
4.1
7.5

2.0
3.6
n.a.
na.
5.6
44

43.2
76.2
74.6

37

2024F
1,569.0
19.1
n.a.
153
5.2
1,608.6
24.4
690.0
22.0
872.2
1,608.6

2024F

55.5
40.7
394
4.2
7.7

2.0
2.1
2.3
2.3
2.3
12

44.2
79.1
e

37
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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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