Singapore REITs Monthly

Monthly Tracker: June 2019

SINGAPORE | REAL ESTATE (REIT) | UPDATE

= FTSE S-REIT index return gained 4.4% MTD and 14.8% YTD. Strongest gains were from the
Healthcare sector (+3.9% YTD) and weakest showing at the Hospitality sector (-2.3%
YTD).

= Sector yield spread still below the -1 standard deviation (s.d.) level as at end-May, at
272bps, over the benchmark 10-year SGS (10YSGS) yield.

= 3-month SOR rose to 2.05% as at end-May.

= Remain NEUTRAL on S-REITs sector. Sub-sector preferences: Office and Hospitality.

SECTOR SNAPSHOT

S-REIT yield spread declined 39bps YTD as at end-May. The S-REIT yield spread eased to
272bps as at end-May, still below the -1 standard deviation (SD) level. The S-REIT dividend
yield was 4.81% as at end-May. The 10YRSGS yield eased 8bps MoM, to end at 2.09% as at
end-May.

3-month SOR eased to 2.05% as at end-May.

Eagle Hospitality Trust, a pure-play US upscale select-service hospitality trust, debuted on
the SGX on 24 May 2019. It has forecasted an indicative yield of 8.2% for FY2019. Share price
is now trading at a 10.3% discount to IPO issuance price.

Retail: Retail sales (excluding motor vehicle sales) declined -2.0% YoY in April, on a seasonally
adjusted basis, dragged down largely by the furniture & household equipment (-6.4%) and
the computer & telecom equipment (-6.2%) sectors. The F&B index was up +3.82% YoY
(seasonally adjusted) in April. Funan Mall, under CapitaLand Mall Trust, has achieved 92%
and 98% commitment for its retail and office components, respectively, ahead of its
scheduled opening on June 28, 2019. The serviced residence component, lyf Funan, is slated
to open in by 4Q19. In transactions, Capitaland and City Developments Ltd had successfully
acquired Liang Court Mall for S$400mn.

Office: Co-working operators continue to mushroom Singapore office space, with SPACES —
owned by flexible workspace provider IWG, opening two new locations at TripleOne
Somerset and Clarke Quay, with plans to open two more locations at One Raffles Place and
Paya Lebar Quarter. Singapore CBD space is still retaining its shine, with the city-state being
ranked as Asia’s top commercial real estate locations for technology, media and
telecommunications (TMT) occupiers, according to a research report by Colliers
International.

Industrial: Two new REITs under Mapletree Investments could be in the launch pipeline for
the next five years, according to a media interview report. These could include assets ranging
from student housing in the UK and the US, corporate housing in the US, data centres in the
US, logistics facilities in Europe and offices in Europe. Separately, ESR Cayman, through its
subsidiaries, had entered into agreements to raise its effective ownership of Sabana REIT to
21.4%.

Hospitality: Average RevPAR saw a slight decline of -1.60% YoY in April, on both hotel
occupancy and average room rate. The luxury segment was the only segment which
recorded growth, of +3.4% YoY, in April 2019. Visitor arrivals was flat in April.
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INVESTMENT ACTIONS
Remain NEUTRAL on the S-REITs sector

While the S-REIT yield spread is currently below the -1SD level since the global financial crisis,
strong rental growth should offset any adverse effects from rising interest rates — with the
3MSOR still rising despite the Federal Reserve’s recent dovish stance.

We maintain NEUTRAL on the S-REITs sector, with selective sub-sector preferences.

Top-down view (unchanged)

We like the Commercial and Hospitality sub-sectors due to tapering supply after the surge in
supply in the prior two to three years. We are cautious on the Retail sub-sector as retail sales
and shopper footfall both leave much to be desired.

Tactical bottom-up view (unchanged)

REITs that can better weather through the rising interest rate environment would be those
with:

1) Low gearing; 2) High-interest coverage; 3) Long weighted average debt to maturity; and
4) A high proportion of debt on fixed interest rates

Figure 1: S-REITs under our coverage

PSR RATING PSR TARGET PRICE (SS)

ASCOTT RESIDENCE TRUST BUY 1.36
CAPITALAND MALL TRUST NETURAL 2.21
FRASERS CENTREPOINT TRUST NEUTRAL 2.36
CAPITALAND RETAIL CHINA TRUST ACCUMULATE 1.66
DASIN RETAIL TRUST1 ACCUMULATE 0.94
CAPITALAND COMMERCIALTR NEUTRAL 1.93
ASCENDAS REAL ESTATE INV TR NEUTRAL 2.88
MAPLETREE INDUSTRIAL TRUST NEUTRAL 2.03
KEPPEL DC REIT ACCUMULATE 1.59
CACHE LOGISTICS TRUST NEUTRAL 0.75
EC WORLD REIT1 BUY 0.87
Source: PSR

1 Covered by PSR under the ‘SGX Stockfacts’ scheme

Page | 2 | PHILLIP SECURITIES RESEARCH (SINGAPORE)




- TR e EEEalipeapal
MACROECONOMIC ENVIRONMENT

Figure 2: FTSE Straits Times REIT Index Yield Spread over 10YSGS
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Figure 3: Fed Fund Rates vs SG rates
Fed funds rate VS SG rates The 3-month SOR increased to 2.05%
; as at end-May.
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SUB-SECTOR MONTHLY INDICATORS

Figure 5: SG Retail Sales YoY% (excl. Motor Vehicle Sales) (seasonally adjusted) . . .
Retail sales (excluding motor vehicle

6
sales) declined -2.0% YoY in April, on
4 a seasonally adjusted basis.
2
0 The biggest drags were the furniture
R & household equipment (-6.4%) and
2 .
the computer & telecom equipment
-4 (-6.2%) sectors.
-6
The F&B index was up +3.82% YoY
8 (seasonally adjusted) in April, with
2013 2014 2015 2016 2017 2018 2019 \ y ad P ’
increases across all sub-categories.
RSl RSI RSI RSI F&B Index
(excl. motor (Dept stores) (Supermarkets) (Fashion)
vehicles) pt 5
Apr-19 -2.0 -1.1 -0.4 3.3 3.8
Apr-18 1.7 -1.6 2.2 2.3 0.2

Source: CEIC, PSR

Figure 13: SG Tourist Arrivals/Hotel RevPAR YoY%

20 Average RevPAR saw a slight decline
15 of -1.60% YoY in April, on both hotel
10 occupancy and average room rate.
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20 Visitor arrivals were flat in April.
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Visitor Arrivals Hotel RevPAR Hotel Occupancy Hotel Average

(s$) (%) Room Rate (S$)
Apr-19 1,562,733 185 85.1 217
Apr-18 1,384,610 188 85.3 220
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Figure 15: S-REIT Universe

*Note: Coloured columns below indicate the critical attributes of REITs that should be looked at in a rising interest rates environment. The colour coding represents the
scale of the figure for each respective column, green representing better than average and red representing worse than average.
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Healthcare
PARKWAYLIFE REAL ESTATE 1,839 3.04 16 43 16 163 14.1 0.91 10 110 December
FIRST REAL ESTATE INVT TRUST 809 1.02 1.0 84 31 59 20 4.00 203 0.0 December

Average 131 635 387 1114 35.45 74.10 1155 246
Hospitality
ASCOTT RESIDENCE TRUST 2,849 131 BUY 136 1.0 55 33 187 35.7 80.0 59 210 6.0 140 December
CDL HOSPITALITY TRUSTS 1,930 1.60 11 538 06 136 2 | 600 | 55 240 20.3 76 December
FRASERS HOSPITALITY TRUST 1,335 071 09 6.5 (43) 46 341 73.6 45 2.60 0.0 September
OUE HOSPITALITY TRUST 1,294 071 09 7.0 (4.0) 43 38.4 71.0 5.2 260 39.8 December
FAR EAST HOSPITALITY TRUST 1,257 066 08 6.1 (25) 81 - 69.5 53 2.90 7.9 98 December
ASCENDAS HOSPITALITY TRUST 1,108 098 1.0 6.2 02 211 213 2.00 . o8 116 March
EAGLE HOSPITALITY TRUST 612 071 08 NA (10.3) NA 38.0 75.0 NA 4.40 NA NA December
ARA US HOSPITALITY TRUST 490 087 NA NA (17) NA L 334 80.0 NA 42 NA NA December

Average 093 616 232 1173 35.99 7393 7.95 2.90
Retail
CAPITALAND MALL TRUST 9,443 256 NETURAL 221 13 45 038 86 34.4 96 3.20 89 81 December
MAPLETREE NORTH ASIA COMM 4,454 1.40 1.0 54 (15) 193 86.0 150 247 7.0 7.0 March
SPH REIT 2,742 1.06 11 52 1.0 6.8 30.1 718 52 2.88 191 255 September
FRASERS CENTREPOINT TRUST 2,766 255 NEUTRAL 236 12 43 35 155 88 2.80 - 28.2 September
STARHILL GLOBAL REIT 1,658 076 08 59 (19) 114 357 51 3.29 9.7 June
CAPITALAND RETAIL CHINATRUST 1,518 152 ACCUMULATE 1.66 1.0 6.7 (0.7) 14.0 355 80.0 8.4 2.96 7.2 93 December
SASSEUR REIT 953 0.80 0.8 83 (05) 276 29.2 NA NA 45 o8 16 December
LIPPO MALLS INDONESIA RETAIL 666 023 08 8.4 (23) 20.1 330 [SEI 72 5.59 176 37.0 December
DASIN RETAIL TRUST 4% 088 ACCUMULATE 0.94 06 83 (06) 54 319 NA (5.0) sa0 e w7 December
BHG REIT 356 071 08 73 00 27 325 NA 7.0 420 NA NA December

Average 0.94 643 022 1315 32.86 77.41 673 3.73
Commercial
CAPITALAND COMMERCIAL TR 7,762 207 NEUTRAL 193 11 42 (05) 129 35.2 92,0 80 2.50 40 7.0 December
MAPLETREE COMMERCIAL TR 5,847 202 13 45 28 187 331 85.0 131 297 20 190 March
SUNTEC REIT 5,282 1.89 09 5.1 (5.6) 55 386 77.0 51 3.04 10.0 86 December
KEPPEL REIT 4,222 124 09 45 (43) 7.7 35.7 91.0 3.0 2.88 210 December
OUE COMMERCIAL REIT 1,446 051 07 6.4 (38 82 7.3 3.50 89 December
FRASERS COMMERCIAL TRUST 1,440 1.59 1.0 6.0 16 131 87.4 105 298 257 September
MANULIFE US REIT 1,209 087 11 59 00 17.8 376 71 3.28 163 100 December
CROMWELL EUROPEAN REIT 1,100 050 1.0 7.8 00 17.2 37.0 86.0 NA 139 23 514 December
KEPPEL-KBS US REIT 621 076 09 80 5.7 2.8 38.1 76.8 NA 3.76 0.0 December
IREIT GLOBAL 479 076 1.0 7.7 2.7 6.7 380 | 1000 | NA 150 0.0 December

Average 1.00 600  -016 1327 36.18 8650 7.72 2.78
Industrial
ASCENDAS REAL ESTATE INV TR 9,239 297 NEUTRAL 2.88 14 54 00 167 363 83.0 7.8 3.00 5.1 95 March
MAPLETREE LOGISTICS TRUST 5,706 157 13 51 (0.0) 19.2 377 84.0 112 2.70 40 110 March
MAPLETREE INDUSTRIAL TRUST 4330 214 NEUTRAL 2.03 14 57 24 139 338 786 93 3.00 54 114 March
FRASERS LOGISTICS & INDUSTRIAL 2,453 121 13 65 (0.4) 141 351 79.0 116 2.40 o8 224 September
KEPPEL DC REIT 2,190 162 ACCUMULATE 1.59 15 44 33 185 325 810 118 1.70 182 18 December
ESR REIT 1,800 057 12 72 29 8.7 83.2 (16.9) 3.99 25 125 December
AIMS AMP CAPITAL INDUSTRIAL 988 143 11 72 (0.2) 85 335 6.8 5.4 3.60 . o0 16.3 March
CACHE LOGISTICS TRUST 830 077 NEUTRAL 075 12 7.7 (2.7) 8.7 374 42 3.87 6.0 9.0 December
SOILBUILD BUSINESS SPACE REIT 649 061 1.0 85 (17) 71 393 77.6 73 3.53 . o0 0.0 December
£C WORLD REIT! 616 0.78 BUY 0.87 09 80 12 176 |33 1000 | 65 4.90 NA NA December
SABANA SHARIAH COMP IND REIT 463 044 038 6.9 12 115 339 90.6 107 4.20 136 40.9 December

Average 119 659 056 1314 35.71 83.22 6.25 3.35
Source: Bloomberg (Updated 17 June 2019), Returns calculated as at end-May 2019, Debt data from latest i Company It tuses, PSR

! covered by PSR on the SGX Stockfacts Scheme
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under the
Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in part,
for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time without
prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be
considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and may
have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip Securities
Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or investment
services to such companies and investments or related investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and
Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers,
directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise hold an
interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, information may
be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors,
employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons associated with or
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may, to the
extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or persons associated
with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of this report, may have
issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific
investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the
analyses or reports; and

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, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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