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SECTOR UPDATE OVERWEIGHT

REITs — Singapore (Maintained)

3Q24: CLAR'’s Results In Line; SUN’s Results Below Expectations

BUY CLAR (Target: S$$3.74) for consistency in generating positive rental reversion KEY PICKS

and value creation through redevelopment projects. HOLD SUN (Target: $$1.13) as  company Rec Share Price  Target Price

valuation is fair with 2025 distribution yield at 5.3% but aggregate leverage is (S$) (S9)

elevated at 42.3%. Maintain OVERWEIGHT on the sector. CLAR BUY 272 374
SUN HOLD 121 118

RESULTS Source: UOB Kay Hian

CapitaLand Ascendas REIT (CLAR SP/BUY/Target: $S$3.74) PORTFOLIO VALUATION BY GEOGRAPHICAL

. . . REGION
¢ CapitaLand Ascendas REIT (CLAR) announced its 3Q24 business update:
United States
¢ Clocked double-digit positive reversion. CLAR achieved positive rental reversion of 1
14.4% for leases that were renewed in multi-tenant buildings in 3Q24 (Singapore: Ki‘:ggﬁf‘n/
+12.2%, Australia: +14.9% and US: +22.9%). Rental reversion was particularly robust for Europe

logistics properties at 31.7% for Singapore and 52.3% for Australia. Management expects o

rental reversion at positive high single-digit in 2024.

Australia
13.1% Singapore
64.9%

Portfolio occupancy eased 1.0ppt qoq to 92.1% in 3Q24. Occupancy for Australia
slipped 5.1ppt qoq to 91.7% due to non-renewal at 6-20 Clunies Ross Street in Sydney.
CLAR had previously cautioned that demand for logistics properties in Australia has

normalised and leasing downtime has reverted to the usual 6-12 months. Management is
in discussions with prospective tenants to backfill the vacant space. Occupancy for the
US eased 0.6ppt qoq to 87.1% due to lower occupancy at Perimeter Two in Raleigh.
Occupancy for Singapore was stable at 92.0%.

Source: CLAR

PORTFOLIO OCCUPANCY
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maintain at current levels till end-24.
80.0

Generating steady growth from diversified portfolio. Management plans to recycle
assets in Singapore and reposition toward the technology, life science and logistics
sectors. CLAR has three ongoing redevelopment projects in Singapore, comprising life
science and innovation campus Geneo at 1 Science Park Drive, business park property
27 IBP at International Business Park and six-storey ramp-up logistics property at 5 Toh
Guan Road East. Properties in UK/Europe can provide stable contributions due to long

%)
Prudent capital management. Aggregate leverage was stable at 38.9% as of Sep 24. 950 N
80% of CLAR'’s borrowings are on fixed interest rates or hedged to fixed rates. CLAR’'s g, n B

weighted average all-in cost of debt was stable at 3.7% in 3Q24. Cost of debt should

75.0

Singapore Australia United Kingdom /  United States
Europe
m3Q23 2Q4

Source: CLAR
POSITIVE RENTAL REVERSIONS

m4Q23 1Q24 3Q24

. . . % Change in Renewal Rates 3Q23 4Q23 1Q24 2Q24 3Q24
WALE of 5.8 years. Occupancy for business parks in the US could slip lower as the work-  [SNGAPoRe S| 100|160 Lhow| 122%
from_home arrangement iS quite entrenched - Business Space & Life Science 6.4%| 13.1% 5.8% 8.3% 0.7%
’ - Logistics 25.5% 53.6% 62.0% 24.9% 31L.7%
. . . . . . - Industrial & Data Centres 8.6% 9.4% 11.4% 13.9% 9.6%
o Attracting new tenants to Changi Business Park. Julius Baer has relocated its finance, |ausmraua nal oiewl  nal 77wl 129w
audit and human resource functions to One@Changi City and will occupy 75,000sf across -EHSF"?SS Space na 2;?3 el e 5232
. T N . . . - Logistics n.a. .1% n.a. . .39
two levels. Singapore Airlines will also be relocating its corporate hub to One@Changi  |unimen states | 10%| 287%| 11.9%| 22.0%
- Business Space 8.5% 11.0%| na. 9.6% 22.9%

City. Occupancy for its properties at Changi Business Park should improve over the next

- Logistics na. na| 28.7%| 135% na.
12 months. UNITED KINGDOWN / EUROPE|  28.8%| -6.6%| na| 101%| na
- Data Centres n.a. -6.6%) n.a. 10.1% n.a.
- Logistics 28.8% na. na. na. na

¢ Maintain BUY and target price of $S$3.74, based on DDM (cost of equity: 6.75%, terminal
growth: 2.5%).

KEY OPERATING METRICS - CLAR

Total Portfolio
Source: CLAR

10.2%| 15.2%| 16.9%| 11.7%| 14.4%

Year to 31 Dec 3Q23  4Q23  1Q24  2Q24  3Q24 yoy% Chg qoq % Chg*

DPU (S cents) n.a. 7.44 na. 7.52 n.a. n.a. n.a.

Occupancy 945% 942% 933% 93.1% 92.1% -2.4ppt -1ppt

Aggregate Leverage 372% 379% 383% 37.8% 38.9% 1.7ppt 1.1ppt

Average Cost of Debt 3.3% 3.5% 3.8% 3.7% 3.7% 0.4ppt Oppt

% Borrowing in Fixed Rates 80.6% 79.1% 82.6% 83.0% 80.2% -0.4ppt -2.8ppt

WALE by NLA (years) 39 3.9 39 3.8 3.7 -0.2yrs -0.1yrs ANALYST(S)

Weighted Debt Maturity (years) 33 34 34 3.7 33 Oyrs -0.4yrs igg%tggg‘slé;g' CFA, MSc Econ
Rental Reversion 10.2% 134% 16.9% 13.4% 14.4% 4.2ppt 1ppt

. jonathankoh@uobkayhian.com
Source: CLAR, UOB Kay Hian
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Suntec REIT (SUN SP/HOLD/Target: $$1.18)

3Q24 RESULTS

Year to 31 Dec (S$m) 3Q24 yoy%chg Remarks

Gross Revenue 117.7 -4.6 Growth from Suntec City Office and Suntec City Mall.
Net Property Income 79.8 5.7 Decline from 55 Currie Street and The Minster Building.
Income Contribution from JVs 25.0 +5.0 Growth from ORQ and MBFC.

Distributable Income 46.2 -11.2 3Q23 included capital distribution of S$5.8m.

DPU (S cents) 1.580 -11.9

Source: SUN, UOB Kay Hian

Suntec REIT (SUN) reported DPU of 1.58 S cents for 3Q24 (-11.9% yoy), which is in line
with our expectation. Gross revenue and NPI declined 4.6% and 5.7% yoy respectively
due to lower contributions from Suntec Convention (fewer large scale events), 55 Currie
Street in Adelaide and The Minster Building in London. JV income increased 5% yoy due
to growth from MBFC and ORQ.

Singapore office: Resilient and steady growth. SUN achieved double-digit rental
reversions at 12.9% for Singapore offices in 3Q24. Suntec City Office was fully occupied.
Suntec City Office’s passing rent increased 3.2% yoy and 0.4% qoq to S$10.15psf per
month. SUN will benefit from past quarters of positive rental reversion. Management
expects mid to high single-digit rental reversion in 2025.

Singapore retail: Successfully backfilled vacant space. SUN achieved positive rental
reversions at 21.2% for Suntec City Mall in 3Q24. Occupancy improved 2.8ppt qoq to
98.4% in 3Q24 after it backfilled retail space vacated by Pure Fitness and Pure Yoga in
2Q24 and 3Q24. It added eight new-to-market and new-to-Suntec brands in 3Q24.
Management guided positive rental reversion of 10-15% for 2025.

Australia: Cautioned against potential decline in capital values. Occupancy at 55
Currie Street in Adelaide improved 5.2ppt qoq to 61.4% in 3Q24. SUN has signed a head
of agreement for another 5% of office space, which would bring occupancy above 65% by
end-24. Occupancy at Southgate Complex in Melbourne also improved 1.9ppt qog to
89.2%. According to JLL, office vacancies in Melbourne and Adelaide remain elevated at
19.8% and 15.8% respectively. Melbourne faces an onslaught from large upcoming new
supply. Incentives are expected to remain high for both Melbourne and Adelaide. As such,
management has cautioned that SUN could experience revaluation losses due to cap rate
expansion of 50-100bp.

UK: Expansion by existing insurance tenant. Nova Properties in London is fully
occupied. Occupancy for The Minster Building was stable at 91.3% in 3Q24 with the
remaining vacant office space to be taken up by an existing insurance tenant, who needs
more office space for expansion, by end-24. Occupancy in Central London is expected to
improve due to tight supply and higher office utilisation. Revenue from the UK portfolio is
affected by leasing downtime at The Minster Building.

Moderate increase in cost of debt. Aggregate leverage remained elevated at 42.3% as
of end-Sep 24. All-in cost of debt was stable at 4.06% in 9M24. SUN has completed
refinancing for S$950m of loans due in 2024 and 2026 in Feb 24 and generated an
estimated savings of 32bp or S$3.1m per year from lower credit spread. Cost of debt is
expected to increase to 4.15% for 2024 and 4.2-4.3% for 2025 as expiring swaps are
replaced at higher interest rates.

Deleveraging through divestments. SUN focuses on deleveraging through the
divestment of strata units at Suntec City Office and other mature assets. It has divested
two strata units at Suntec City Office for S$31.5m, which is 27% above book value.
Mature assets that could be divested include 177 Pacific Highway in Sydney and
Southgate Complex in Melbourne.

Maintain HOLD with lower target price of S$1.18 based on DDM (cost of equity: 6.75%,
terminal growth: 1.5%).

Wednesday, 30 October 2024

PORTFOLIO VALUATION BY ASSET TYPE
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KEY OPERATING METRICS - SUN

Key Metrics 3Q23  4Q23 1Q24 2Q24  3Q24 yoy % Chg qoq % Chg
DPU (S cents) 1793 1866 1511 1531 1580 -11.9% 3.2%
Office Occupancy 97.4% 949% 95.1% 95.1% 95.6% -1.8ppt 0.5ppt
Retail Occupancy 97.9% 952% 955% 954% 97.7% -0.2ppt 2.3ppt
Aggregate Leverage 42.7% 42.3% 422% 423% 42.3% -0.4ppt Oppt
All-in-Financing Cost 3.78% 3.84% 4.03% 4.02% 4.06%  0.28ppt 0.04ppt
% Borrowing in Fixed Rates 55% 61% 57% 55%  61.0% 6ppt 6ppt
Debt Maturity (years) 2.72 3.00 3.57 3.32 3.07 0.4yrs -0.3yrs
Suntec Office Passing Rent (S$ psfpm)  9.84 9.85 10.02 1011  10.15 3.2% 0.4%
Source: SUN
ACTION
e BUY CLAR (Target: S$3.74) and HOLD SUN (Target: S$1.18).
PEER COMPARISON
Price Target Mkt Cap Yield (%) Debt to Debt to PINAV
Name Ticker Rec 290ct24  Price (US$m) Hist Curr Fwd 1Y Fwd 2Y Equity (%) Assets (%) (x)
CapLand Ascendas CLARSP  BUY 2.72 374 9,033 5.6 5.6 6.0 6.1 67.5 389 1.20
Suntec REIT SUNSP  HOLD 121 118 2,667 5.9 5.1 5.3 5.3 69.5 42.3 0.58

Source: Bloomberg, UOB Kay Hian
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures. 4
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries or jurisdictions by the respective entities and are subject to the additional restrictions
listed in the following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2024, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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