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An Industrial Giant In the Making; Initiate BUY Target Price (Return) SGDO.61 (+18%)
Price: SGDO0.515
Market Cap: USD1,201m
Avg Daily Turnover (SGD/USD) 1.5m/1.1m
e Initiate at BUY, high-end of Street SGDO0.61 TP, 18% upside, 8% vyield. Analyst S
ESR-REIT is a pure play on the Singapore industrial sector turnaround with a C - oA
well-diversified portfolio of 57 assets located across the island. The REIT has Vijay Natarajan & : Y
been on a transformational path from the time ESR Group (ESR) became its +65 6232 3872 AN o
sponsor (Jan 2017), with a more than twofold increase in asset value — it is vijay.natarajan@rhbgroup.com -\A(\

currently the fourth largest listed industrial REIT. We believe the market is yet
to recognise the full potential of the economies of scale from its growth and
sponsor strength as it trades at an attractive FY19F yield of 8%. This is
170bps higher than that of its industrial peers and the S-REITs average.

e Post-merger benefits are starting to flow through from recent accretive

merger with Viva Industrial Trust (VIT). These include: a more diversified Share performance (%)
asset profile, with higher exposure to favourable business parks and the hi- YTD 1m am 6m  12m
h in rial ment; significant improvement in trading volumes; lower
tec dustrial segment; sig cant provel ent _ta(_:i g volumes; lowe Absolute 10 (46) 51 10 (7.9
debt costs and cost synergies from a bigger portfolio with access to a wide Relative )
pool of tenants. (36) (4.9 0.5 33 (27)
52-wk Price low/high (SGD) 0.47 -0.59

e SG industrial rents have bottomed out, occupancy stabilising. The
outlook for the industrial segment is turning positive, with favourable demand-
supply dynamics, especially for business parks and hi-tech industrial spaces.
Despite some threats from recent trade tensions, we expect overall industrial 08
sector rents to improve 1-3% and occupancy to slightly improve on the back
of tapering industrial supply. This should have a positive impact on ESR-
REIT, which has its assets strategically located across key industrial zones.

e Next leg of growth from AEIls and asset rejuvenations. After a rapid
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expansion via inorganic growth over the last two years, management states it 05
will focus more on organic growth in the next two years. For this, it identified
seven properties for asset enhancement initiatives (AEIs) over the next three 04
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years. Key to its plan is the tapping of unutilised GFA of c.1m sqf of unutilised
GFA in two of its key assets — which, if executed, should be highly DPU-
accretive, in our view. Management, however, doesn’t rule out the possibility Source: Bloomberg
of an acquisition if a good opportunity comes along.

¢ ESR is a highly capable sponsor and a leading APAC focused player that
develops and manages logistics assets with AUM of >USD14bn. ESR-REIT is
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e Cheapest Singapore-focused industrial S-REIT. Our TP is based on a 5- Key Risks o _ 12
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e Key risks: a high gearing level limiting debt headroom for acquisitions, Key Management Information 18
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potential tenant defaults (in particular Hyflux) and short land lease tenure.

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F
Total turnover (SGDm) 109.7 156.9 264.7 270.4 274.5
Net property income (SGDm) 78.4 112.0 195.2 201.3 206.4
Reported net profit (SGDm) 14 (228.4) 179.8 196.1 201.3
Distributable income (SGDm) 50 74 130 137 141
DPS (SGD - cents) 3.9 3.9 4.1 4.3 4.4
DPS growth (%) (7.7) 0.1 5.9 4.1 2.4
P/BV (x) 0.7 11 11 1.0 1.0
Dividend Yield (%) 7.5 7.5 7.9 8.3 8.5
Return on average equity (%) 0.2 (15.4) 11.8 12.1 11.9
Return on average assets (%) 0.0 (2.4) 15 1.6 1.6
Interest coverage (x) 3.4 3.7 4.1 4.3 4.4

Source: Company data, RHB

See important disclosures at the end of this report 1 RHB.
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Financial Exhibits

Financial model updated on 2019-02-07
Asia
Singapore
REITs
ESR-REIT

Major shareholders (%)

Tong Jinquan 33.8
E-Shang Infinity Cayman 9.3
Vanguard Group Inc 21

Valuation basis

DDM methodology:
i. CoE of 8%;
ii. 1% long-term growth.

Key drivers

i. Rebound in industrial rents and occupancy;
ii. Continued yield compression across REITSs;
ii. Accretive acquisitions and asset enhancements.

Key risks
i. Prolonged slowdown in the manufacturing
sector arising from trade tensions;
ii. Tenant defaults;
ii. Selldown by major shareholder.

Company Profile

ESR-REIT invests in quality income-producing
industrial properties and as at 31 Dec 2018 has a
diversified portfolio of 57 properties located across
Singapore, with total GFA of ~14.1m sqgf and a
property value of SGD3.02bn.

The properties are in the following business sectors:
General Industrial, Light Industrial,
Logistics/Warehouse,  Hi-Specs Industrial, and
Business Park, and are located close to major
transportation hubs and key industrial zones island-
wide.

Source: Company data, RHB

Financial summary Dec-17 Dec 18 Dec 19F Dec 20F Dec 21F
Recurring EPS (SGD) 0.04 0.02 0.04 0.04 0.04
EPS (SGD) 0.00 (0.07) 0.06 0.06 0.06
DPS (SGD) 0.04 0.04 0.04 0.04 0.04
BVPS (SGD) 0.71 0.47 0.48 0.50 0.52
Weighted avg adjusted shares (m) 131 3.17 3.19 3.21 3.23
Valuation metrics Dec-17 Dec 18 Dec 19F Dec 20F Dec 21F
Recurring P/E (x) 13.8 224 2.2 n7z 15
P/E (X) 484.6 (7.3 9.1 8.4 8.3
P/B (x) 0.7 11 11 10 10
FCF Yield (%9 (7.6) (2.3) 8.5 9.9 10.7
Dividend Yield (%9 75 75 7.9 8.3 8.5
EV/EBITDA (x) 32.6 244 3.7 133 13.0
EV/EBIT (x) 32.6 24.4 13.7 13.3 13.0
Income statement (SGDm) Dec-17 Dec 18 Dec 19F Dec 20F Dec 21F
Total turnover 110 157 265 270 275
Gross profit 78 112 195 201 206
EBITDA 69 100 178 183 188
Depreciation and amortisation 0 0 0 0 0
Operating profit 69 100 178 183 188
Net interest (20) 27) (43) (43) (43
Income from associates & JVs 0 0 0 0 0
Exceptional income - net 0 0 0 0 0
Pre-tax profit 1 (228) 185 202 208
Taxation 0 (0) (6) (6) (6
Minority interests 0 0 0 0 0
Recurring net profit (adj) 1 (228) 180 196 201
Cash flow (SGDm) Dec-17 Dec 18 Dec 19F Dec 20F Dec 21F
Change in working capital 0) (31 33 0 (@)
Cash flow fromoperations 69 68 220 193 197
Capex (120) (106) (80) (30) (20
Cash flow frominvesting activities (304) (149) (80) (30) (20
Dividends paid (46) (56) (130) (137) (141
Cash flow from financing activities 243 88 (130) (166) (171
Cash at beginning of period 4 12 18 28 25
Net change in cash 8 6 10 3) 7
Ending balance cash 12 18 28 25 31
Balance sheet (SGDm) Dec-17 Dec 18 Dec 19F Dec 20F Dec 21F
Total cash and equivalents 12 18 28 25 31
Tangible fixed assets 1652 3016 3067 3129 3191
Intangible assets 0 0 3 3 3
Total investments 1652 3016 3070 3131 3194
Total other assets 44 35 60 57 65
Total assets 1696 3051 3130 3189 3258
Short-termdebt 155 282 0 0 0
Total long-term debt 515 986 1318 1288 1288
Other liabilities 96 152 133 132 131
Total liabilities 766 1420 1451 1421 1419
Shareholders' equity 779 1480 1527 1617 1688
Minority interests 151 151 151 151 151
Total equity 930 1631 1678 1768 1839
Net debt 436 466 471 476 481
Total liabilities & equity 1696 3051 3130 3189 3258
Key metrics Dec-17 Dec 18 Dec 19F Dec 20F Dec 21F
Revenue growth (%9 (2.1 43.0 68.7 2.1 15
Recurrent EPS growth (%9 (7.0) (38.3) 83.1 4.1 2.2
Gross margin (%9 715 714 73.7 745 75.2
Operating EBITDA margin (%9 63.3 64.0 67.1 67.8 68.5
Net profit margin (%9 13 (145.6) 679 725 73.3
Dividend payout ratio (%9 100.0 100.0 100.0 100.0 100.0
Capex/sales (% 109.6 67.3 30.2 11 73
Interest cover (x) 3.4 3.7 4.1 4.3 4.4

See important disclosures at the end of this report
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Investment Highlights

Transforming into an industrial giant. ESR-REIT (formerly known as Cambridge REIT)
has been embarking on a steady transformation into a major industrial player in Singapore
since ESR came on board as sponsor in Jan 2017. Over the last two years the REIT has
more than doubled in portfolio size through acquisition and most recently through the
merger of VIT. It is now the fourth largest industrial S-REIT. The key reasons for its growth
pursuit have been to:

i. Better compete with other industrial players via scale;
ii. Diversify its asset mix;
iii. Lower funding costs;
iv. Reap operational synergies;
v. Gain better investor traction.

We see merits in all the points above as historically, larger industrial REITs in Singapore
have benefitted from a wider pool of tenant base, better cost management and lower
funding costs — and as a result, have traded at a premium to the smaller industrial REITs.
ESR-REIT has a portfolio of 57 industrial properties, all in Singapore, with total asset size
of SGD 3.1bn (see Appendix A, for individual property details).

Figure 1: ESR-REIT’s portfolio growth timeline
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Tuas South Lane Acquired Viva
and 7000 Ang Mo Industrial
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Source: Company data

A well-diversified industrial portfolio with strategically located assets. ESR-REIT has
a good mix of assets across various industrial segments:

i. Business parks (three assets);
ii. High-specs industrial (seven);
iii. General industrial (25);
iv. Light industrial (12);

v. Logistics/ Warehousing (10).

Post completion of its recent merger with VIT, the proportion of total assets comprising
business parks and high-specs sectors has more than doubled to 45% for ESR-REIT.
Among the industrial sub-segments, we are most positive on these two segments, due to
Singapore’s push towards high-end manufacturing, their ability to consistently command
high rental rates and because they are low in supply in Singapore for the next three years
(refer to the Industry Outlook, on page 13). Thus we see room for occupancy increase and
rental improvement in its portfolio in the near-term.

Additionally, about 22 of its 57 assets are located near the Tuas Mega Port, which is to be
completed by 2040. This cluster of assets may stand to benefit from the new port, which
will house all of Singapore’s container activities. We believe the consolidation of the
container port activities, that run on emerging technologies, automation and data analytics,
will provide economies of scale and increase demand for industrial, warehouse and logistic
properties around the area.

See important disclosures at the end of this report
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Figure 2 : ESR-REIT’s portfolio cluster and industrial zones
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Figure 3: Portfolio breakdown by valuation Figure 4: Average industrial rents (SGD per sqf/month)
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Unlocking value from AEls - next leg of growth. After growing rapidly through
acquisitions in recent years, management’s focus has now shifted on unlocking its
portfolio value via asset enhancement initiatives and asset rejuvenations. On this front,
ESR-REIT has identified about seven assets where it plans to enhance value over the
next three years.

The value unlocking plan includes tapping of c.1m sgf of unutilised plot ratio at two of its
properties — 7000 Ang Mo Kio Avenue 5 (7000 AMK) and 3 Tuas South Avenue 4.
Management is in talks with authorities for building an extension wing at 7000 AMK with
likely plans of building a data centre. The capex estimated for such a development is
¢.SGD50m, with works likely to begin in 3Q19 after obtaining necessary approvals.

In terms of asset rejuvenation, a recent example has been the conversion of 30 Marsiling
Industrial Estate Road 8 into a niche food logistics factory. Other asset rejuvenation works
would be mainly focused on converting the cargo lift warehouses, which are currently in
low demand, to ramp-up warehouses. Management’s targeted yield on cost for AEls is
8.5-9.5% and 7.5-8% for asset rejuvenation. Considering the management team’s strong
past track record of adding value from AEls we believe the above plans will result in strong
value creation for unit holders.

See important disclosures at the end of this report 4 RHB’
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Figure 5: Properties identified for plot ratio maximisation

Figure 6: Asset rejuvenation plans

A Unlocking Value in Unutilized Plot Ratio

7000 Ang Mo Kio Avenue 5
€.495,000 sq ft untapped GFA

3 Tuas South Avenue 4
¢.500,000 sq ft untapped GFA

Rejuvenation of Assets
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Road 8
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Source: Company data

Long-term potential to become a strong regional player from sponsor’s strength.
The REIT’s sponsor ESR is a merged group between e-Shang Cayman Ltd (e-Shang) and
the Redwood Group Asia (Redwood). It is an APAC-focused logistics real estate platform
that develops and manages institutional-quality logistics facilities with AUM of >USD 14bn

(see page 16 for sponsor details).

The sponsor has a 67% stake in the REIT manager, 100% stake in the property manager,
a 9% stake in the REIT, and has fully underwritten the recent preferential offering
demonstrating its long term commitment and alignment of interest. With ESR-REIT being
the sponsor’s only listed arm, it has the rights to a “first look” at assets for acquisition,
which provides it excellent opportunities to grow its portfolio in the future. ESR also
provides ESR-REIT with development expertise and an extensive network for a strong

regional tenant base.

The US-China trade tensions: limited impact on industrial demand for now. From our
recent discussions with industrial landlords, we understand that there has been some
slowdown in industrial demand as a result of the recent trade tensions. Specifically,
tenants are a bit uncertain about signing up long-term leases and there has also been

some downsizing due to uncertainties.

Our base case view is that this demand uncertainty is a short-term phenomenon. We
expect demand to stabilise and get better in 2H19, in line with a higher GDP growth
expectation. We also see the possibility of some high-end industrial demand from the
region being shifted to Singapore if trade tensions lengthen, with the recent shift of
Dyson’s headquarters from the UK to Singapore being a prime example. Additionally, the
industrial supply slowdown should also help in buffering some of this impact.

Hyflux — tenant default risk? We understand that one of the concerns the market has is
in regards to the REIT’s acquisition (Dec 2017) of 8 Tuas South Lane from Hyflux
Membrane Manufacturing (S) (Hyflux). The property accounts for 3.5% of total rental
income and was acquired on a long-term (15-year) lease, with the majority (70%) of the
space taken up by Hyflux. With Hyflux undergoing a restructuring process, there have
been concerns regarding rental payments. Management, however, has clarified that
Hyflux has been prompt in rental payments so far and it believes rental payments will
continue, as the property is essential for the continued operation of the latter’s business. It
has three months of security deposits for the rental payments. We understand that the
building is not purpose-built for Hyflux, thus we believe that in the worst-case scenario of
tenant default the REIT would still be able to re-let the building to other tenants. The
property is also currently leased to Hyflux on two different lease terms, which lends itself

well to being multi-tenanted.

Potential cost savings from economies of scale. Moving ahead, ESR-REIT will be
clustering its assets by region for better on-site management and shifting towards self-
management of properties for more cost savings, faster response time and better service
quality for tenants. The enlarged portfolio also creates economies of scale and gives ESR-
REIT stronger bargaining power with service providers. ESR will also be using bulk tender
contracts for property services to reduce operational maintenance costs. Management
conservatively expects 2-3% in cost savings pa over the next few years from these efforts.

See important disclosures at the end of this report
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Diversified tenant base. Over the years, ESR-REIT has reduced its reliance on master
leases, with about 70% of the rental income coming from multi-tenanted buildings
(previously ¢.50%). It has about 350 tenants in its properties with trade sectors across
various categories (Figure 7) and no specific trade sector accounts for more than 15% of

its total rental income.

There is also no concentration risk, with no tenant accounting for more than 5% of income,
while its top 10 tenants account for only 30% of total rental income. The top three rental

contributors  for
Developments (4.1%) and Hyflux Membrane Manufacturing (3.5%).

Figure 7: Rental breakdown by trade sectors (as of 3Q18)
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Figure 8: Single tenant vs multi tenants (by income)
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Figure 9: ESR REIT’s portfolio cluster and industrial zones

Source: Company data

Top 10 Tenants by Rental Income (as at 31 Dec 2018)
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Poised to benefit from rising rents and tapering industrial supply. The weighted
average lease expiry (WALE) by rental income of the portfolio is 3.8 years with 21.2% and
18.7% of the leases expiring in 2019 and 2020 and 24.6% of the leases expiring in 2024.
No more than 21.2% of leases are expiring in any given year over the next three years.
While longer term leases provide ESR-REIT with a more stable source of income, the
shorter term leases put ESR-REIT in a better position to take advantage of rising rents.
With industrial supply tapering for the next few years, ESR-REIT should be able to replace

tenants with greater ease.

See important disclosures at the end of this report
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Figure 10: WALE by rental income
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Fee structure in line with that of its industrial REIT peers. ESR-REIT’s management
base fees are set at 0.50% pa of portfolio value, similar to most fees of peers (Figure 11).
Its performance fees are well aligned to unit holders’ interest of generating higher returns.
The trustee’s fees are at the lower end at 0.03% of property value, while acquisition and
divestment fees are comparable with those of industry peers.

Figure 11: A comparison of industrial REITs’ fees
Property REIT management fees Trustee fees Acquisition fee Divestment
management fees fees
Base Performance % of property % of pqrchase % ofl sale
value price price
AIMS AMP 2.0% of rental income 0.1% of portfolio value if DPU
Capital (base) + 1.0% of 0.50% pa of portfolio  difference >2.5% YoY, 0.2% of o o o
Industrial rental income (lease value portfolio value if DPU 0.100% 1.00% 0.50%
REIT mgmt) difference >5.0%
Not exceeding
0,
Ascendas 2.0% of Gross rev + 0.1% of portfolio value if DPU ?/;i f (E)faaﬁft:]hee
Real Estate 1 Og/ ofg r0SS rev 0.50% pa of portfolio  difference >2.5% YoY, 0.2% of [0S assets 1.00% 0.50%
Investment (Iéa;e mg mt fee) value portfolio value if DPU gsub'ect oo e B
Trust 9 difference >5.0% .
minimum of
SGD10,000/month
Cache Aus: 2.0% of NPI, SG:

o 2.0% of gross rev 0.50% pa of portfolio o 0 o o
Logistics (base) + 1.0% of gross value 1.5% of NPI 0.030% 1.00% 0.50%
Trust

rev (lease)
Scaled basis of up
25.0% of the difference in DPU to 0.015% p.a. of
Cromwell 0.67% pa of the 0.23% pa of the in a financial year with the DPU the value of the
REIT De. ositez Propert CEREIT's Deposited in the preceding financial year Deposited 1.0% 0.5%
P perty Property x weighted avg number of units Property, subject
in issue for the financial year to a minimum of
SGD15,000/month
25.0% YoY DPU difference
2.0% of gross rev + o q ] .
ESR REIT 1.0% of gross revfor  0-20% = I‘l’fep°’”°"° ;"’e'gztg?;‘é%/"gf‘)f;ggﬁ& 0.030% 1.00% 0.50%
lease mgmt fee pp -070 Of p
value pa
Not exceeding
0,
25.0% pa of the YoY DPU O.\;Laﬁg%fotfhtge 0.75% from related
EC World 1.5% p.a. of gross 10.0% pa of difference x weighted avg no of . parties
A - o ) } Deposited 0.50%
REIT revenue of the distributable income units in issue for such financial Property. subiect 1.0% for other
property year perty, subj cases
to a min of
SGD12,000/ month
Aus: 1.2% of NPI
Frasers : o nos o ’ 0.50% for related
Logistics Outside Aus: 2.0% of 0.40% of portfolio 5.0% of distributable income 0.015% parties, 1.0% for all 0.50%
Trust gross rev (base) + value others
1.0% of gross (lease)
Mapletree 2.0% of gross rev + o .
Industrial 1.0% of gross rev for 0.50% ;:/aalc;feportfollo 3.6% of NPI 0.020% 1.0% 0.50%
Trust lease mgmt fee
Mapletree 2.0% of gross rev + o .
Logistics 1.0% of gross revfor ~ 0-20% f/iﬁ;p(’mo"o 3.6% of NPI 0.030% 1.0% 0.50%
Trust lease mgmt fee
Source: Company data, RHB
See important disclosures at the end of this report 7 RHB ‘
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Financials

Forecasting a 3-year CAGR DPU growth of 4%. We expect ESR-REIT's FY19 revenue
and NPI to jump by 69% and 74%YoY on the back of the completion of its merger with
Viva Industrial REIT. We forecast NPI margin to expand by 2ppts over the next three
years owing to higher NPI yields of acquired assets and cost savings expected from the
merger. Our forecast assumes a slight improvement to its current portfolio occupancy of
93%, a positive rental growth of 1-3% and a 100% payout ratio.

Our forecast currently doesn’t assume any uplift from asset enhancements or rejuvenation
plans, pending more details.

Figure 12: Revenue and NPI forecasts

Figure 13: Distributable income and DPU growth
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Expecting flattish debt costs. About 22% of its total debt is due for renewal in FY19. We
assume the overall interest cost to remain at 3.81% pa, owing to the more dovish interest
rate outlook from the US Federal Reserve. For 2020-2021, we have factored in a slight
5bps increase in overall interest cost. The REIT has a well spread-out debt maturity profile
with no more than 27% of debt expiring in any single year and with weighted average debt
expiry (WADE) of 2.7 years. About 83% of its debt is also hedged for a 3.0 year term thus
limiting the impact from any sharp spikes in interest rates. Additionally, 100% of the
portfolio debt is unencumbered, providing more flexibility in refinancing.

Figure 14: Debt maturity profile

Figure 15: Debt breakdown
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Figure 16: Interest rate exposure fixed (%) Figure 17: Fully unencumbered debt profile
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Source: Company data Source: Company data

High gearing level limits debt-funded acquisitions. ESR-REIT’s current gearing of
41.9% (FY18) is among the highest in the S-REITs sector (maximum allowable limit is
45%) and it has limited debt headroom in terms of acquisitions. The increase in gearing
from 30.3% last year was mainly due to acquisitions and the recent merger. Management
is not too concerned with the gearing, as it has a strong support from its sponsor and the
banks are comfortable with its asset quality. The high gearing level, however, limits the
accretion effect from potential future acquisitions.

Payment of fees in units. Our DPU forecast assumes 50% of management fees to be
paid in units, similarly to 4Q18. If management chooses to receive a higher proportion of
management fees in units it will result in a further DPU upside and vice versa.

Distribution frequency. ESR-REIT declares and distributes dividends to unit holders on a
quarterly basis.

See important disclosures at the end of this report
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Valuation

Initiate coverage with BUY and SGDO0.61 TP, 18% upside, with 8% yield. Our 5-year
DDM-based TP is derived with an 8% CoE (risk-free rate: 3%, terminal growth: 1%). We
have assumed a 100% payout ratio, taking into consideration the REIT’s near-term capex
requirements and 50% of the management fees being paid in units.

Our TP implies 1.25x FY19F P/BV, which is the average P/BV of industrial S-REITs
(Figure 20). We believe the premium to book value is justified, considering the positive
industrial sector outlook, increased scale and management capabilities.

Figure 18: DDM valuation

FY19F FY20F FY21F FY22F FY23F Terminal Value
DPU (SGD cents) 4.09 4.25 4.35 4.40 4.44 64.1
Fair value (SGD) 0.61
Current price (SGD) 0.52
Price upside (%) 18.0%
Distribution yield (%) 7.9%
Assumptions:
Risk-free rate (%) 3.0
Beta 1.0
Cost of equity (%) 8.0
Terminal growth (%) 1.0
Source:, RHB

Our sensitivity analysis looks at changes in TP that correspond to a 1ppt change in the
COE assumptions and every 0.5ppt change in terminal growth assumptions.

Figure 19: TP sensitivity analysis for COE and terminal growth assumptions

Terminal Growth

Vs 6.00% 7.00% 8.00% 9.00% 10.00%
COE

0.0% 0.73 0.63 0.55 0.49 0.44
0.5% 0.79 0.67 0.58 0.51 0.45
1.0% 0.85 0.71 0.61 0.53 0.47
1.5% 0.93 0.76 0.64 0.56 0.49
2.0% 1.03 0.82 0.69 0.59 0.51

Source: RHB

Valuations are attractive with FY19F yields of 8%. ESR-REIT’'s FY19F-20F yields of
7.9% and 8.3%, are a good 170bps above the average yields of industrial S-REITs. The
REIT is trading at 1.1x P/BV currently, a 10% discount to the industrial REIT average of
1.23x.  With a well-diversified portfolio of industrial assets across all segments in
Singapore, coupled with growth potential from asset enhancements and acquisitions, we
believe it is a value buy among Singapore-focused industrial REITs.

See important disclosures at the end of this report 10
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Figure 20: S-REITs comparison table
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REITs (40) 68,284 119,177 (03 04 29 82 41 40 67 134 (45 10 59 60 37  349%

Office (5) 14,069 31,325 04 11 39 101 43 35 77 154  (37) 093 52 54 31  354%

CapitaLand Commercial Trust 5180 15422 188 (05 05 33 119 99 93 74 168  (21) 102 48 48 26  349% 58 18% 26%
Suntec REIT 3768 9380 191 05 05 27 98 (05 05 73 172  (40) 080 52 58 31  381% 38 8% 18%
Keppel REIT 3108 4622 124 16 51 69 97 69 51 88 148 00 088 48 48 27  363% 59 4% 8%
OUE Commercial Trust 1041 415 050 00 (39) 31 65 (167) (202) 76 100  (219) 070 69 74 47  393% 23 19% 29%
Frasers Commercial Trust 971 1486 147 07 (13) 35 73 65 50 73 89  (33) 093 68 68 46  284% 46 18% 13%
Retail (5) 14,896 29,157 (03) 11 28 92 82 132 56 163  (24) 114 53 54 32  31.9%

CapitaLand Mall Trust 6512 18311 240 04 17 34 127 96 206 62 231 (120 119 50 50 28  342% 19 28% 27%
Mapletree Commercial Trust 3764 7718 177 (17) 17 35 93 127 142 73 164  (48) 119 51 52 30  348% 28 17% 26%
SPH REIT 1940 643 102 00 00 10 20 30 25 20 41  (10) 108 56 57 34  263% 19 8% 4%
Frasers Centrepoint Trust 1557 1528 228 04 09 13 65 09 56 51 75 (13 109 57 57 35  288% 18 18% 37%
Starhill Global REIT 1124 957 070 (14) (28) 14 45 37 (41) 29 102  (54) 078 69 74 47  356% 42 23% 10%
Industrial (10) 18935 42,764 (09) (0.4) 14 75 24 42 57 110  (40) 123 62 64 41  364%

Ascendas REIT 6249 22899 273 (04) 00 19 66 00 58 62 114  (18) 131 62 62 41  367% 44 19% 21%
Mapletree Industrial Trust 2782 4033 199 (20) (10) 05 76 15 21 42 82  (34) 134 60 64 39  347% 37 21% 25%
Mapletree Logistics Trust 3619 10056 1.37 (14) 00 30 123 105 114 87 161  (21) 122 58 59 36  388% 38 21% 20%
Frasers Logistcs Trust 1624  NM 109 (18) (18) 28 58 38 27 58 79  (27) 120 64 65 43  356% 648 2% 6%
Keppel DC REIT 1403 2944 141 (14) (21) 14 44 22 44 44 102 (54 132 56 58 34  308% 83 3% 5%
Aims AMP Capital Industrial REIT 704 44 139 00 00 15 69 00 45 45 78  (41) 102 74 79 52  335% 27 2% 21%
Cache Logisc Trust 562 82 071 (0.7) 00 (27) 52 (53) (150) 22 84  (184) 094 85 99 63  362% 34 22% 19%
ESR REIT 1201 1133 052 10 10 (37) 61 20 (7.0) 20 1068 (114) 111 79 81 57  419% 38 21% 19%
Soilbuild Business Space REIT 469 2867 060 00 (08) 08 53 (62) (70) 34 714 (130) 095 85 87 63  391% 39 13% 23%
Sabana Industrial REIT 322 137 042 (12) 12 25 54 (57) 92 64 92 (78 072 NM NM NM  368% 26 29% 29%
Hospitality (6) 6,799 5850 (07) (31) 27 64 37 (55 68 103  (92) 093 65 66 43  363%

Ascott Residence Trust 1832 1839 115 (09) (42) 18 85 65 (17) 65 95  (42) 094 62 63 40 367% NA NA NA
CDL Hospitaliy Trusts 1394 1949 157 (19) (60) 19 54 47 (43) 75 98 (118 103 64 64 42  342% NA NA NA
Far East Hospiality Trust 890 589 065 (0.8) (1.5) 24 49 40 (98) 66 93  (122) 075 64 65 42  404% NA NA NA
OUE Hospitality Trust 957 491 071 00 (41) 29 22 (66) (150) 60 104  (184) 095 72 72 50 388% NA NA NA
Frasers Hospitality Trust 1020 611 074 00 (0.7) 35 58 50 (58 50 105  (81) 097 65 67 44  344% NA NA NA
Ascendas Hospitaliy Trust 706 370 085 00 12 56 83 63 06 97 142 (23) 087 69 70 48 331% NA NA NA
Healthcare (2) 1,856 2,208 (15) (27) 33 05 (38 (66) 64 108  (107) 134 59 59 37  356%

Parkway Life REIT 1251 1225 281 00 (14) 49 64 37 07 68 98  (34) 150 46 46 25 361% 1239 NA NA
FirstREIT 605 983 104 (46) (55) 0.0 (11.9) (194) (218) 56 130  (257) 101 85 86 05 350% 85 NA NA
Overseas - commercial (12) 1731 7,872 06 10 44 85 26 (02) 84 131  (49) 066 65 67 432  33.9%

Dasin Retai Trust 363 207 08 00 11 17 35 (06 73 23 73  (33) 058 85 87 54  325% 39 20% 10%
EC World REIT 431 141 074 00 21 57 72 42 (33) 72 96  (39) 077 84 86 53  307% 23 3% 86%
Fortune REIT 2439 77 993 20 23 58 122 60 79 114 160  (02) 060 54 56 36 209% NA 34% NA
Mapletree Greater China 293 5230 126 08 24 77 145 105 50 105 178  (16) 096 60 61 41  390% 29 25% 21%
Commerial Trust

CapitaLand Retail China Trust 1025 1515 142 (040) (A1) (14) 44 (14) (84) 44 68  (134) 090 72 75 41  354% 29 28% 24%
Lippo Malls Indonesia Retail Trust 516 513 025 00 00 140 65 (183) (395 346 361 (395 089 102 102 22  371% 381 12% 19%
Manuife US REIT 1002 473 086 00 12 56 110 (12) (5.1) 110 230  (91) 103 70 70 43 374% 6 10% 8%
BHG Retail REIT 260 12070 00 00 (14) 85 (114) (67) (21) 94  (141) 089 NM NM NM  327% 4  30% 14%
Keppel-KBS US REIT 546 513 067 00 08 15 127 (147) (205) 90 255  (218) 083 153 89 127 351% 4  12% 16%
Sasseur REIT 578 700 067 08 31 (36) (22) (119 NM 23 47  (179) 079 00 74 31  325% 13 74% 11%
Cromwell European REIT 1194 2476 049 10 21 00 (48) (127) (56) 102 183 (175 092 88 94 87  349% 49 12% 8%
IREIT Global 351 51 076 00 07 27 27 (38 (38 41 63 (62 110 NM NM NM  301% 47 0% 4%
Note: Closing price as at 11 Feb 2019

Source: RHB, Bloomberg
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Key Risks
Short land tenure

ESR-REIT’s portfolio assets currently have a remaining average land lease expiry of ¢.33
years. The shorter leases are mainly due to Singapore Government policies to award
industrial sites on shorter land tenure. While ESR-REIT is likely to apply for the extension
of land leases closer to expiry — or might potentially consider divesting the asset, there is
no guarantee that the leases might be extended by the authorities, which might result in
loss of capital value to unit holders.

Non-renewal of master leases

About 30% of rental income for FY18 was derived from master leases. The non-renewal of
these master leases upon expiry could result in a temporary occupancy drop, along with
higher property expenses, and could subject it to the fluctuations of industrial market rents.

Asset concentration risk

The Singapore market accounts for 100% of the REIT’s asset value. As the economy of
Singapore is predominantly export-driven, any uncertainty or slowdown in the global
economy has a direct impact on the local economy, which in turn will impact industrial
demand. Additionally, a rapid increase in the cost of doing business activity in Singapore
might also force industrial manufacturers to move out of Singapore to a cheaper cost
location. The impact is, however, slightly buffered by ESR-REIT’s diversification across
various asset classes in the industrial sector.

Key tenant default risks

The top 10 tenants accounted for 30% of total rental income for 2018. Any default in rental
payments by key tenants could have an adverse effect on the amount of distributable
income. However, the REIT holds a tenant security deposit of about six months of rental
income, which can be used to buffer the impact.

Major shareholder selldown

Mr Tong Jinquan is the single major shareholder of the REIT with a 34% stake. Any
selldown by the major shareholder due to adverse reasons, can potentially have a
negative impact on share price. The risk is mitigated, in our view, with the emergence of
ESR as a strong and capable sponsor.

Possible dilution effects from equity fundraising

With a gearing level currently at 42% (vs the maximum allowable level by MAS of 45%),
there is limited room for fully debt-funded acquisitions in the future. Hence, we expect
future acquisitions to be funded via a combination of debt and equity. Any adverse market
conditions could potentially increase the cost of equity and might pose dilution risks to
existing unit holders.

Property damage from natural calamities

Although its properties are covered by insurance, ESR-REIT might not be able to fully
recover the loss of property income due to natural calamities.

See important disclosures at the end of this report 12 RHB.
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Stable growth with positive turnaround expected

According to JTC, prices of overall industrial spaces continued to be stable in 4Q18. We
foresee the industrial market will maintain its growth momentum due to the below:

i. Factory and warehouse rents are stabilising after quarters of decline;

ii. The industrial sector offers long-term and sustainable opportunities as Singapore
continues to be a key location for data centres. It also encourages restructuring of
infrastructure in tandem with the Smart Nation Initiative;

iii. Tapering supply and flight to quality.

Prices and rentals of industrial space are stable for most market segments.
According to JTC, both the price index and the rental index of the overall industrial
property market remained the same in 4Q18 as compared to the previous quarter. On a
YoY basis, the price index remained unchanged while the rental indices fell by 0.3%.

Figure 21: Price indices of industrial space Figure 22 : Rental indices of industrial space
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Occupancy rates are stabilising. On a QoQ basis for the past seven years, the
occupancy rate for industrial space has been on a downward trend. However, occupancy
rates are showing good recovery in the recent quarters as they are slowly inching back up.
According to JTC, occupancy rates of the industrial spaces have increased 0.2% QoQ in
4Q18 and 0.4% YoY. Given that the upcoming supply is expected to taper down and
demand is still growing, the overall occupancy rate is expected to increase in the near

term.
Figure 23: Occupancy rate of industrial space Figure 24 : Upcoming supply of industrial space
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Manufacturing sector demand still growing but at a moderated pace. According to the
Ministry of Trade and Industry, Singapore’s GDP grew 2.2% YoY in 4Q18. It is driven
primarily by the recovery from the manufacturing sector with a growth of 5.5%YoY, faster
than the growth of 3.7% in 3Q18. However, although Singapore’s SIPMM Manufacturing
PMI still continues to indicate a general expansion in factory activity, slower increases
were seen in new orders, exports, output, inventories, as well as employment level. Firms
are also looking at consolidation or downsizing their space requirement for cost-efficiency.
As such, we expect slower growth for demand in the industrial spaces, along with a
stabilisation of overall rents.

Figure 25: Singapore’s SIPMM Manufacturing PMI
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Source: Trading Economics, 4Q18

Continued restructuring of the industrial landscape to boost demand for Industrials.
In tandem with the Smart Nation initiative, the industrial landscape is moving towards the
next generation of the industrial revolution. The industry 4.0 initiatives are increasingly
evident as JTC announced more facilities to consolidate and create industrial clusters.
Developers are also rejuvenating their properties in anticipation of the demands from
newer industries. Singapore continues to be a key location for the deployment of data
centres in Asia. According to Colliers International, at least four data centre properties of
>1m sqf in gross floor area are scheduled to obtain their temporary occupation permits
(TOP) in 2H18.

Figure 26: Completed and major upcoming industrial developments

Single-User Factory Addition & Alteration

2,750,176 5f | 1 North Coast Drive |
Develaper: Micron Semiconductor Asta e Ltd

Glabial Switch Property Pte Lt
P H2 2018 | 368344 5f |

Selected Supply of Major Industrial Developments

TimMac @ Kranji
Est. TOP 2020 | 1,582, 1445f |
¥ranj Locp| Deweloger: ITC

oogle Data Centre
s TOR 20 | 230,455 of | Fo,
Jurong West Street 13

NORTH-EAST

AWAN Data Centre
i oEwTorHas |miond| kb
H T

KimChuan Road | Developer: ITC

Alice @ Mediapolis

Est. TOP 2018 | 425,066 |
Media Circle | Desveloper: BP-Dolo LU

Deveioper: Foh Tiong Chaan Logistics Limited

Source: Colliers International Singapore Research, ITC

PLG Building ",
532,015 5f | 31 Tuas South Linkd | o,
Developer: Pacific Investment Group Pte Ltd
Defu Industrial Gty
Est. TOP2I0 | 3520556 o |

Nordeom Two
743,167 5f | 2-46 Gambas Crescent |

Megawoods@Woodlands
1,053,355 5f | 38 Woodlands Clase|
Developer: Wiee Hur Development Fte Lt

ITC Business Park at POD

Est. TOF 2023 | 1,533,620 4 |
Punggel Wary | Developer: ITC

T-Space
737,0005# | 1 Tampines North Drive 1 |
Develcpes: Goldprime Land Pte Ltd

STTDefu2

Ext. TOP H2 2018 | 154 352¢f |
Defu Avenue

Legend
[ : Selected developments completed in H1 2018
: Major developments in the pipeline
i : Upcoming Data Centre developments

Source: Colliers International, 1H18

See important disclosures at the end of this report 14

RHB®



ESR REIT

12 February 2019

Singapore Initiating Coverage

Property | REITs

Flight to quality to drive rental gains for business park segments. Tenants are
gravitating towards newer business park buildings and high-spec spaces that have better
specifications, all of which have the ability to command higher rents. This preference is
expected to persist given the growth of technology firms in Singapore. According to CBRE,
rentals have either been stable or towards the positive for the hi-tech spaces and business
parks. Future supply for new business parks is also expected to be at a historic low, so we
can expect positive rental and occupancy growth in the business parks and hi-tech
spaces.

Figure 27: Hi-tech, business park rental trend

Figure 28 : Business park net supply
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Factory and warehouse rents are bottoming out. CBRE notes that island-wide
warehouse rents bottomed out in 3Q18 after 12 consecutive quarters of rental decline and
factory rents remained flattish after five consecutive quarters of decline. The net
absorption for both factories and warehouses exceeded net supply, which led to improved
occupancy for 3Q18. As net supply continues to be tapered off for the next three years,
factory and warehouse rents — as well as occupancies — are expected to remain stable
with potential upside.

Figure 29: Factory and warehouse rents

Source: CBRE Singapore Research Report, 3Q18

Figure 30 : Factory and warehouse net supply
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Sponsor Details

Headquartered in Hong Kong, ESR is a leading pan-Asia logistics real estate developer,
owner and operator focused on the key metropolitan areas. It is one of the largest third-
party landlords for some of the world’s top e-commerce companies, brick-and-mortar
retailers, 3PLs and cold-chain logistics providers. ESR is co-founded by Warburg Pincus
and backed by some of the world’s preeminent investors including APG, SK Holdings,
JD.com, CITIC CLSA, Goldman Sachs, CPPIB, PGGM, Ping An and Allianz. As at 30 Sep
2018, sponsor assets under management (AUM) exceeded USD14bn, and the GFA of
projects owned and under development stood at approximately 11m sgm. ESR-REIT has
the right to “first look” on sponsor assets if available for acquisition, which provides
opportunity for sizeable growth in future.

Committed developer-sponsor with a strong regional presence. ESR’s platform
represents one of the largest in the Asia-Pacific region, managing over 11m sgm GFA of
projects owned and under development across China, Japan, Singapore, South Korea
and India, with capital and funds management offices in Hong Kong and Singapore. ESR
has a proven track record of developing built-to-suit (BTS) warehousing and distribution
facilities for leading global e-commerce companies. ESR also demonstrated its
commitment in growing the REIT through its SGD125m backstop in ESR-REIT’s recent
preferential offering.

Figure 31: ESR’s regional presence

Figure 32: A leading logistics player in APAC
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Recognised for continual commitment to environmentally sustainable development.
ESR Japan received the Social and Environmental Contribution award from the 2018
British Business Awards as recognition for its innovations and commitment to workplace
enhancement and female workforce participation. Nanko Distribution Centre 2 was the first
logistics facility to obtain ABINC (Association for Business Innovation in harmony with
Nature and Community) certification in Japan and various ESR projects in Japan,
Mainland China and South Korea have received LEED (Leadership in Energy and
Environmental Design) Gold Certification. In addition, ESR’s South Korea platform was
ranked first in the categories for Developer, East Asia, non-listed; East Asia, developer;
and Asia, developer, by GRESB, a leading global ESG benchmark for real assets.

See important disclosures at the end of this report 16
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Company Background & Structure

ESR-REIT has been listed on Singapore Exchange Securities Trading (SGX-ST) since 25
Jul 2006.:

i. Post the recent acquisition of Viva Industrial Trust and its manager, sponsor ESR has
a 67.3% stake in the REIT manager and 100% stake in the property manager. It also
holds about a 9.3% stake in the REIT;

ii. Mr Tong Jinquan holds a 25% stake in the REIT manager and the remaining stake is
held by Mitsui & Co;

iii. RBC Investor Services Trust Singapore (Trustee) acts as the REIT’s trustee.

The following diagram illustrates the relationship between ESR REIT, the manager,
trustee, property manager, and unit holders.

Figure 33: ESR REIT’s trust structure
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Key Management Information

Figure 34: ESR REIT’s management background

Communities Asia Pacific

B Global Chief Financial Officer of Lend Lease Investment
Management

B Chief Financial Officer of Lend Lease Development

Management Name Designation Past Achievements Current Positions
B Chief Executive Officer of Lend Lease Asia
] ) Chief Executive Officer of Investment Management and Retail B Independent Non-Executive Director of
Asia for Lend Lease ; ;
Ooi Eng Pen Independent B Regional Chief Financial Officer of Lend Lease Perennial Real Estate Holdings
9 9 Chairman 9 B Non-Executive Director of Savant Global

Capital
B Member of CPA Australia

Bruce Kendle Berry

Independent Non-
Executive Director

Chief Financial Officer for Civil and Civic

Chief Financial Officer for Lyonnaise Asia Water Services
Chief Financial Officer for Oakwood Asian Pacific

Chief Financial Officer to ASX listed DUET

Fund Manager for AMP Capital Services

B Member of the Australian Institute of
Company Directors and Institute of Chartered
Accountants Australia and New Zealand

Erle William Spratt

Independent Non-
Executive Director

B Investment Director and Fund Manager of the Asia Property
Fund at M&G Real Estate

B Chief Financial Officer for Lend Lease Development Australia
and Lend Lease Real Estate Investments Japan

B Commercial Manager in Lend Lease Development Australia
B Investment Director in Lend Lease Retail Singapore

B Fund Manager in Lend Lease Investment Management
Singapore

B Fund Manager and Head of Origination at Lend Lease
Investment Management

B Chief Executive Officer of Aerial Equity
B Member of the Institute of Chartered
Accountants Australia and New Zealand

Philip John Pearce

Independent Non-
Executive Director

B Managing Director of Greater China - Goodman Funds
Management Limited, Goodman Logistics (HK) and Goodman
Industrial Trust

B Managing Director of China at Goodman Australia Finance and
at Goodman Group

B Portfolio Manager of Ascendas Real Estate

Investment Trust

B Managing Director of ESR Real Estate
(Australia)

B Member of Australian Institute of Co.
Directors

Jeffrey David Perlman

Non-Executive
Director

B Director of 7 Days Group Holdings

B Managing Director, Head of South-East
Asia, Principal and Executive Director at
Warburg Pincus LLC

B Director of Madrid Holdings and Helen
Holdings.

B Director of Alexandrite Gem Holdings,
ARA Asset Management Holdings, ESR
Cayman, Lodgis Hospitality Holdings and
Trax Technology Solutions.

B Director of Athena Investment Company,
e-Shang Redwood Group, e-Shang
Warehousing Service, GO-JEK, Mofang
Apartments, Cubic City (China) Service
Apartment Group Holdings, PT. Nirvana
Wastu Pratama, Nova Property Investment
Co. and Vincom Retail Joint Stock Company

Jeffrey Shen Jinchu

Non-Executive
Director

B Senior VP of GLP Investment Management (China) Co

B Co-Chief Executive Officer of ESR
Group

B Chief Executive Officer of the Shanghai
e-Shang Warehousing Services Co.

Adrian Chui Wai Yin

CEO and Executive
Director

B Managing Director, Head of Singapore Real Estate and Head
of Southeast Asia Real Estate Advisory at Standard Chartered
Bank

B Director of Real Estate, Lodging and Leisure Group at UBS
Investment Bank Singapore

B Vice President of Research at Morgan Stanley Asia
(Singapore) Securities

Source: Company, RHB

See important disclosures at the end of this report
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Appendix: ESR-REIT’s Assets Summary

Figure 35: ESR REIT’s Portfolio Property Details

S.No Remaining Land Valuation as of
' Address Type NLA (sqft) Lease Type Lease Tenures
4Q18 (SGD m)
(years)
1 | 16 International Business Park E:fl'(”ess 69,258 | Master lease 37 31
Viva Business Park, 750 Chai Chee Business Multi-
z Rd Park Sk UIE Tenanted 2 —
UE Bizhub East Biz Park (2, 4,6 & 8 Business Multi-
8 Changi Business Park) Park Bl Tenanted w2 Sl
Hi Specs Multi-
4 54 Serangoon North Avenue 4 [ 116,760 Tenanted 37 23
. Hi Specs Multi-
5 2 Jalan Kilang Barat Industrial 67,667 Tenanted 43 27
Hi Specs Multi-
6 11 Chang Charn Road [ 74,064 Tenanted 37 30
7 | 21/23 Ubi Road 1 Al Sppiss 148,055 | Mult- 38 37
Industrial Tenanted
. Hi Specs Multi-
8 12 Ang Mo Kio Street 65 Industrial 166,124 Tenanted 31 38
. . Hi Specs Multi-
9 30 Marsiling Industrial Estate Road 8 Industrial 217,953 Tenanted 30 48
) Hi Specs Multi-
10 7000 Ang Mo Kio Avenue 5 ELETEl 834,783 Tenanted 38 305
11 60 Tuas South Street 1 Genera_ll 44,675 | Master lease 16 4
Industrial
12 31 Kian Teck Way Genera_ll 33,088 | Master lease 23 6
Industrial
13 9 Tuas View Crescent Genera_ll 71,581 | Master lease 39 10
Industrial
14 | 79 Tuas South Street 5 G el 67,942 | N.A a1 11
Industrial
15 31 Changi South Avenue 2 Genere_ll 50,644 | Master lease 36 12
Industrial
16 | 45 Changi South Avenue 2 el 73,684 | Multi- 36 12
Industrial Tenanted
17 31 Tuas Avenue 11 Genere_ll 75,579 | Master lease 35 12
Industrial
18 28 Senoko Drive Genere_ll 159,338 | Master lease 20 14
Industrial
19 | 5/7 Gul Street 1 Eensel 98,864 | Master lease 18 14
Industrial
20 | 22 Chin Bee Drive Eensel 120,653 | Master lease 16 il
Industrial
21 43 Tuas View Circuit Genere}l 122,836 | Master lease 19 16
Industrial
22 25 Pioneer Crescent Genere}l 76,003 | Master lease 48 16
Industrial
23 28 Woodlands Loop Genere}l 131,859 | Master lease 36 17
Industrial
24 | 11 Woodlands Walk Nl 96,625 | Master lease 36 17
Industrial
25 | 160A Gul Circle Nl 86,075 | Master lease 22 18
Industrial
26 | 1/2 Changi North Street 2 CemeEl 125,870 | Master lease 42 22
Industrial
27 | 511/513 Yishun Industrial Park A Nl 204,689 | Mult- 34 26
Industrial Tenanted
28 | 21B Senoko Loop RNl 195,823 | Master lease 34 26
Industrial
. . General
29 Mauser Singapore, 81 Tuas Bay Drive " 107,566 | Master lease 47 28
Industrial
30 | 2Tuas South Avenue 2 CenzEl 217,351 | Master lease 40 36
Industrial
31 | 13 Jalan Terusan eenErEl 245,172 | Master lease 16 37
Industrial
32 | 120 Pioneer Road senErl 244513 | Mult- 36 40
Industrial Tenanted
33 | 3Tuas South Avenue 4 el 315,522 | Master lease 40 43
Industrial
34 | 86/88 International Road e 237,229 | Multi- 35 45
Industrial Tenanted
See important disclosures at the end of this report 19 R”BQ
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General
35 8 Tuas South Lane Industrial 768,201 | Master lease 35 115
. Light
36 70 Seletar Aerospace View Industrial 53,729 | Master lease 22 9
Light Multi-
37 128 Joo Seng Road Industrial 73,638 Tenanted 33 12
Light Multi-
38 136 Joo Seng Road [ ) 78,189 Tenanted 31 13
Light Multi-
39 130 Joo Seng Road o= ) 89,618 Tenanted 32 15
Light Multi-
40 11 Serangoon North Avenue 5 i 112,601 Tenanted 38 20
. Light
41 Jackson Design Hub Industrial 85,070 | Master lease 48 E8)
42 30 Teban Gardens Crescent L . 139,525 | Master lease 20 39
Industrial
Tai Seng Property, 19 Tai Seng Light
43 AT el 120,556 | Master lease 36 48
. Light Multi-
44 16 Tai Seng Road Industrial 215,666 Tenanted 48 59
Light Multi-
45 30 Toh Guan Road Industrial 293,429 Tenanted 36 61
Light Multi-
46 Jackson Square, 11 Lor 3 Toa Payoh Industrial 348,103 Tenanted 10 63
. . Light
47 Ubi Property ,11 Ubi Road 1 Industrial 253,058 | Master lease 36 84
48 1 Third Lok Yang Road and 4 Fourth | Logistics & 114,111 | Master lease 12 12
Lok Yang Road Warehouse
. Logistics &
49 25 Changi South Avenue 2 Warehouse 72,998 | Master lease 35 13
Logistics &
50 160 Kallang Way Warehouse 322,604 | Master lease 14 26
Logistics & Multi-
51 3C Toh Guan Road East Warehouse 172,323 Tenanted 32 31
. Logistics & Multi-
52 4/6 Clementi Loop Warehouse 300,920 Tenanted 34 44
53 30 Pioneer Road Logeies 281,090 | Master lease 36 54
Warehouse
Logistics & Multi-
54 24 Jurong Port Road Warehouse 737,817 Tenanted 18 92
55 6 Chin Bee Avenue Logeies 324,166 | Master lease 24 94
Warehouse
56 3 Pioneer Sector 3 Logeies e 654,576 AL 31 96
Warehouse Tenanted
57 15 Greenwich Drive Logeies 271,894 AL 22 98
Warehouse Tenanted
Source: Company data
See important disclosures at the end of this report 20 RHB.



RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months
Trading Buy: Share price may exceed 15% over the next 3 months, however
longer-term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next
12 months

Take Profit: ~ Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for
circulation amongst RHB and its affiliates’ clients generally or such persons as may be
deemed eligible by RHB to receive this report and does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person
who may receive this report. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research,
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint
venture and/or business partners. No representation or warranty (express or implied)
is given as to the accuracy or completeness of such information and accordingly
investors should make their own informed decisions before relying on the same.

This report is not directed to, or intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary
to the applicable laws or regulations. By accepting this report, the recipient hereof (i)
represents and warrants that it is lawfully able to receive this document under the
laws and regulations of the jurisdiction in which it is located or other applicable laws
and (ii) acknowledges and agrees to be bound by the limitations contained herein.
Any failure to comply with these limitations may constitute a violation of applicable
laws.

All the information contained herein is based upon publicly available information and
has been obtained from sources that RHB believes to be reliable and correct at the
time of issue of this report. However, such sources have not been independently
verified by RHB and/or its affiliates and this report does not purport to contain all
information that a prospective investor may require. The opinions expressed herein
are RHB’s present opinions only and are subject to change without prior notice. RHB
is not under any obligation to update or keep current the information and opinions
expressed herein or to provide the recipient with access to any additional
information. Consequently, RHB does not guarantee, represent or warrant, expressly
or impliedly, as to the adequacy, accuracy, reliability, fairness or completeness of the
information and opinion contained in this report. Neither RHB (including its officers,
directors, associates, connected parties, and/or employees) nor does any of its
agents accept any liability for any direct, indirect or consequential losses, loss of
profits and/or damages that may arise from the use or reliance of this research report
and/or further communications given in relation to this report. Any such responsibility
or liability is hereby expressly disclaimed.

Whilst every effort is made to ensure that statement of facts made in this report are
accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered
to be reasonable and must not be construed as a representation that the matters
referred to therein will occur. Different assumptions by RHB or any other source may
yield substantially different results and recommendations contained on one type of
research product may differ from recommendations contained in other types of
research. The performance of currencies may affect the value of, or income from, the
securities or any other financial instruments referenced in this report. Holders of
depositary receipts backed by the securities discussed in this report assume
currency risk. Past performance is not a guide to future performance. Income from
investments may fluctuate. The price or value of the investments to which this report
relates, either directly or indirectly, may fall or rise against the interest of investors.

This report does not purport to be comprehensive or to contain all the information that a
prospective investor may need in order to make an investment decision. The recipient of
this report is making its own independent assessment and decisions regarding any
securities or financial instruments referenced herein. Any investment discussed or
recommended in this report may be unsuitable for an investor depending on the
investor’s specific investment objectives and financial position. The material in this
report is general information intended for recipients who understand the risks of
investing in financial instruments. This report does not take into account whether an
investment or course of action and any associated risks are suitable for the recipient.
Any recommendations contained in this report must therefore not be relied upon as
investment advice based on the recipient's personal circumstances. Investors should
make their own independent evaluation of the information contained herein, consider
their own investment objective, financial situation and particular needs and seek their
own financial, business, legal, tax and other advice regarding the appropriateness of
investing in any securities or the investment strategies discussed or recommended in
this report.

This report may contain forward-looking statements which are often but not always
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and
statements that an event or result “may”, “will” or “might” occur or be achieved and
other similar expressions. Such forward-looking statements are based on

assumptions made and information currently available to RHB and are subject to

known and unknown risks, uncertainties and other factors which may cause the
actual results, performance or achievement to be materially different from any future
results, performance or achievement, expressed or implied by such forward-looking
statements. Caution should be taken with respect to such statements and recipients
of this report should not place undue reliance on any such forward-looking
statements. RHB expressly disclaims any obligation to update or revise any forward-
looking statements, whether as a result of new information, future events or
circumstances after the date of this publication or to reflect the occurrence of
unanticipated events.

The use of any website to access this report electronically is done at the recipient's own
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free
from viruses or other items of a destructive nature. This report may also provide the
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the
content contained therein. Such addresses or hyperlinks (including addresses or
hyperlinks to RHB own website material) are provided solely for the recipient's
convenience. The information and the content of the linked site do not in any way form
part of this report. Accessing such website or following such link through the report or
RHB website shall be at the recipient’s own risk.

This report may contain information obtained from third parties. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any
information and are not responsible for any errors or omissions (negligent or otherwise),
regardless of the cause, or for the results obtained from the use of such content. Third
party content providers give no express or implied warranties, including, but not limited
to, any warranties of merchantability or fithess for a particular purpose or use. Third
party content providers shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees,
or losses (including lost income or profits and opportunity costs) in connection with any
use of their content.

The research analysts responsible for the production of this report hereby certifies
that the views expressed herein accurately and exclusively reflect his or her personal
views and opinions about any and all of the issuers or securities analysed in this
report and were prepared independently and autonomously. The research analysts
that authored this report are precluded by RHB in all circumstances from trading in
the securities or other financial instruments referenced in the report, or from having
an interest in the company(ies) that they cover.

RHB and/or its affiliates and/or their directors, officers, associates, connected parties
and/or employees, may have, or have had, interests in the securities or qualified
holdings, in subject company(ies) mentioned in this report or any securities related
thereto and may from time to time add to or dispose of, or may be materially
interested in, any such securities. Further, RHB and/or its affiliates may have, or
have had, business relationships with the subject company(ies) mentioned in this
report and may from time to time seek to provide investment banking or other
services to the subject company(ies) referred to in this research report. As a result,
investors should be aware that a conflict of interest may exist.

The contents of this report is strictly confidential and may not be copied, reproduced,
published, distributed, transmitted or passed, in whole or in part, to any other person
without the prior express written consent of RHB and/or its affiliates. This report has
been delivered to RHB and its affiliates’ clients for information purposes only and
upon the express understanding that such parties will use it only for the purposes set
forth above. By electing to view or accepting a copy of this report, the recipients have
agreed that they will not print, copy, videotape, record, hyperlink, download, or
otherwise attempt to reproduce or re-transmit (in any form including hard copy or
electronic distribution format) the contents of this report. RHB and/or its affiliates
accepts no liability whatsoever for the actions of third parties in this respect.

The contents of this report are subject to copyright. Please refer to Restrictions on
Distribution below for information regarding the distributors of this report. Recipients
must not reproduce or disseminate any content or findings of this report without the
express permission of RHB and the distributors.

The securities mentioned in this publication may not be eligible for sale in some
states or countries or certain categories of investors. The recipient of this report
should have regard to the laws of the recipient's place of domicile when
contemplating transactions in the securities or other financial instruments referred to
herein. The securities discussed in this report may not have been registered in such
jurisdiction. Without prejudice to the foregoing, the recipient is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of
the person or entity receiving this report.

The term “RHB” shall denote, where appropriate, the relevant entity distributing or
disseminating the report in the particular jurisdiction referenced below, or, in every
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related
companies.

RESTRICTIONS ON DISTRIBUTION

Malaysia

This report is issued and distributed in Malaysia by RHB Research Institute Sdn Bhd.
The views and opinions in this report are our own as of the date hereof and is subject
to change. If the Financial Services and Markets Act of the United Kingdom or the
rules of the Financial Conduct Authority apply to a recipient, our obligations owed to
such recipient therein are unaffected. RHB Research Institute Sdn Bhd has no
obligation to update its opinion or the information in this report.
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Thailand

This report is issued and distributed in the Kingdom of Thailand by RHB Securities
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of
Finance, regulated by the Securities and Exchange Commission of Thailand and is a
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association
has disclosed the Corporate Governance Report of Thai Listed Companies made
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the
Corporate Governance Report of Thai Listed Companies.

Indonesia

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia.
This research does not constitute an offering document and it should not be
construed as an offer of securities in Indonesia. Any securities offered or sold,
directly or indirectly, in Indonesia or to any Indonesian citizen or corporation
(wherever located) or to any Indonesian resident in a manner which constitutes a
public offering under Indonesian laws and regulations must comply with the
prevailing Indonesian laws and regulations.

Singapore

This report is issued and distributed in Singapore by RHB Research Institute
Singapore Pte Ltd and it may only be distributed in Singapore to accredited
investors, expert investors and institutional investors as defined in the Financial
Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended
from time to time. By virtue of distribution to these categories of investors, RHB
Research Institute Singapore Pte Ltd and its representatives are not required to
comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36
relates to disclosure of RHB Research Institute Singapore Pte Ltd 's interest and/or
its representative's interest in securities). Recipients of this report in Singapore may
contact RHB Research Institute Singapore Pte Ltd in respect of any matter arising
from or in connection with the report.

Hong Kong

This report is issued and distributed in Hong Kong by RHB Securities Hong Kong
Limited (B3G5 5ATR/AE]) (CE No.: ADU220) (“RHBSHK”) which is licensed in
Hong Kong by the Securities and Futures Commission for Type 1 (dealing in
securities) and Type 4 (advising on securities) regulated activities. Any investors
wishing to purchase or otherwise deal in the securities covered in this report should
contact RHBSHK. RHBSHK is a wholly owned subsidiary of RHB Hong Kong
Limited; for the purposes of disclosure under the Hong Kong jurisdiction herein,
please note that RHB Hong Kong Limited with its affiliates (including but not limited
to RHBSHK) will collectively be referred to as “RHBHK.” RHBHK conducts a full-
service, integrated investment banking, asset management, and brokerage business.
RHBHK does and seeks to do business with companies covered in its research
reports. As a result, investors should be aware that the firm may have a conflict of
interest that could affect the objectivity of this research report. Investors should
consider this report as only a single factor in making their investment decision.
Importantly, please see the company-specific regulatory disclosures below for
compliance with specific rules and regulations under the Hong Kong jurisdiction.
Other than company-specific disclosures relating to RHBHK, this research report is
based on current public information that we consider reliable, but we do not
represent it is accurate or complete, and it should not be relied on as such.

United States

This report was prepared by RHB and is being distributed solely and directly to
“major” U.S. institutional investors as defined under, and pursuant to, the
requirements of Rule 15a-6 under the U.S. Securities and Exchange Act of 1934, as
amended (the “Exchange Act’). Accordingly, access to this report via Bursa
Marketplace or any other Electronic Services Provider is not intended for any party
other than “major” US institutional investors, nor shall be deemed as solicitation by
RHB in any manner. RHB is not registered as a broker-dealer in the United States
and does not offer brokerage services to U.S. persons. Any order for the purchase
or sale of the securities discussed herein that are listed on Bursa Malaysia Securities
Berhad must be placed with and through Auerbach Grayson (“AG”). Any order for the
purchase or sale of all other securities discussed herein must be placed with and
through such other registered U.S. broker-dealer as appointed by RHB from time to
time as required by the Exchange Act Rule 15a-6. This report is confidential and not
intended for distribution to, or use by, persons other than the recipient and its
employees, agents and advisors, as applicable. Additionally, where research is
distributed via Electronic Service Provider, the analysts whose names appear in this
report are not registered or qualified as research analysts in the United States and
are not associated persons of Auerbach Grayson AG or such other registered U.S.
broker-dealer as appointed by RHB from time to time and therefore may not be
subject to any applicable restrictions under Financial Industry Regulatory Authority
(“FINRA”) rules on communications with a subject company, public appearances and
personal trading. Investing in any non-U.S. securities or related financial instruments
discussed in this research report may present certain risks. The securities of non-
U.S. issuers may not be registered with, or be subject to the regulations of, the U.S.
Securities and Exchange Commission. Information on non-U.S. securities or related
financial instruments may be limited. Foreign companies may not be subject to audit
and reporting standards and regulatory requirements comparable to those in the
United States. The financial instruments discussed in this report may not be suitable
for all investors. Transactions in foreign markets may be subject to regulations that
differ from or offer less protection than those in the United States.

OWNERSHIP AND MATERIAL CONFLICTS OF INTEREST

Malaysia

RHB does not have qualified shareholding (1% or more) in the subject company (ies)
covered in this report except for:

(@ -

RHB and/or its subsidiaries are not liquidity providers or market makers for the
subject company (ies) covered in this report except for:

(@ -

RHB and/or its subsidiaries have not participated as a syndicate member in share
offerings and/or bond issues in securities covered in this report in the last 12 months
except for:

(a) -

RHB has not provided investment banking services to the company/companies
covered in this report in the last 12 months except for:

(a) -

Thailand

RHB Securities (Thailand) PCL and/or its directors, officers, associates, connected
parties and/or employees, may have, or have had, interests and/or commitments in
the securities in subject company(ies) mentioned in this report or any securities
related thereto. Further, RHB Securities (Thailand) PCL may have, or have had,
business relationships with the subject company(ies) mentioned in this report. As a
result, investors should exercise their own judgment carefully before making any
investment decisions.

Indonesia

PT RHB Sekuritas Indonesia is not affiliated with the subject company(ies) covered

in this report both directly or indirectly as per the definitions of affiliation above.

Pursuant to the Capital Market Law (Law Number 8 Year 1995) and the supporting

regulations thereof, what constitutes as affiliated parties are as follows:

1. Familial relationship due to marriage or blood up to the second degree, both
horizontally or vertically;

2. Affiliation between parties to the employees, Directors or Commissioners of the
parties concerned;

3.  Affiliation between 2 companies whereby one or more member of the Board of
Directors or the Commissioners are the same;

4.  Affiliation between the Company and the parties, both directly or indirectly,
controlling or being controlled by the Company;

5.  Affiliation between 2 companies which are controlled, directly or indirectly, by
the same party; or

6.  Affiliation between the Company and the main Shareholders.

PT RHB Sekuritas Indonesia is not an insider as defined in the Capital Market Law
and the information contained in this report is not considered as insider information
prohibited by law. Insider means:

a. acommissioner, director or employee of an Issuer or Public Company;

b.  asubstantial shareholder of an Issuer or Public Company;

c. an individual, who because of his position or profession, or because of a
business relationship with an Issuer or Public Company, has access to inside
information; and

d.  anindividual who within the last six months was a Person defined in letters a, b
or c, above.

Singapore
RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or associated
companies do not make a market in any securities covered in this report,
except for:

(@) -

The staff of RHB Research Institute Singapore Pte Ltd and its subsidiaries and/or its
associated companies do not serve on any board or trustee positions of any issuer
whose securities are covered in this report, except for:

() -

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or its
associated companies do not have and have not within the last 12 months had any
corporate finance advisory relationship with the issuer of the securities covered in
this report or any other relationship (including a shareholding of 1% or more in the
securities covered in this report) that may create a potential conflict of interest,
except for:

(@) -

Hong Kong

The following disclosures relate to relationships between RHBHK and companies
covered by Research Department of RHBSHK and referred to in this research report:
RHBSHK hereby certifies that no part of RHBSHK analyst compensation was, is or
will be, directly or indirectly, related to the specific recommendations or views
expressed in this research report.

RHBHK had an investment banking services client relationships during the past 12
months with: -.

RHBHK has received compensation for investment banking services, during the past
12 months from: -.

RHBHK managed/co-managed public offerings, in the past 12 months for: -.

On a principal basis. RHBHK has a position of over 1% market capitalization of: -.
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Additionally, please note the following:

Ownership and material conflicts of interest: RHBSHK policy prohibits its
analysts and associates reporting to analysts from owning securities of any company

covered by the analyst.

Analyst as officer or director: RHBSHK policy prohibits its analysts, and
associates reporting to analysts from serving as an officer, director, advisory board
member or employee of any company covered by the analyst.

RHBHK salespeople, traders, and other non-research professionals may provide oral
or written market commentary or trading strategies to RHB clients that reflect
opinions that are contrary to the opinions expressed in this research report.
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KUALA LUMPUR

RHB Research Institute Sdn Bhd
Level 3A, Tower One, RHE Centre
Jalan Tun Razak

Kuala Lumpur 50400

Malaysia

Tel - +603 5280 8888

Fax - +603 9200 2216

HONG KONG

RHB Securities Hong Kong Ltd.
12 Floor, World-Wide House

19 Des Voeux Road

Central

Hong Kong

Tel : +852 2525 1118

Fax : +852 2810 0908

SINGAFORE

RHB Research Institute Singapore

Pte Ltd.

10 Collyer Quay

#09-08 Ocean Financial Centre
Singapore 049315

Tel : +65 6533 1818

Fax : +65 65326211

JAKARTA

PT RHB Sekuritas Indonesia
Wisma Mulia, 20th Floor

JI. Jenderal Gatot Subroto No. 42
Jakarta 12710

Indonesia

Tel - +6221 2783 0888

Fax :+6221 2783 0777

BANGKOK

RHB Securities (Thailand) PCL

10th Floor, Sathomn Square Office Tower
98, Morth Sathom Road, Silom

Bangrak, Bangkok 10500

Thailand

Tel: +66 2088 9999

Fax :+66 2088 9799
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