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Revaluation losses an emerging trend

The key focus for 4Q16 Reits results is the emerging trend of revaluation
losses, especially among smaller-cap industrial and hospitality Reits.
Looking forward, we expect more reval losses for office Reits given
growing negative reversions (SELL Suntec and KREIT). YTD, S-Reits have
lagged the STI marginally but top picks such as AREIT and MCT have
outperformed (up 7-8% YTD). We continue to expect Reits with higher-
than-peers’ growth to outperform, such as AREIT, MCT, MAGIC and MINT.
Industrial remains our favourite and office the least preferred.

Quality names outperformed

O S-Reits have underperformed YTD, up only 4%, while the Straits Times
Index is up +6% YoY. Among sub-sectors, retail was the outperformer as
hospitality lagged.

Q Top picks for 12-month horizon remain quality names such as AREIT, MCT,
MINT and MAGIC. MCT (+8%) and AREIT (+7%) have already
outperformed the market; we expect MINT and MAGIC to follow suit.

O Valuations appear more attractive, with yield gap of 392bp being 62bp
above the historical average, sufficiently pricing in the risk of a rate hike in
our view.

Revaluation losses to be an emerging theme

O Revaluation loss is an emerging theme, predominantly for the hospitality
and smaller industrial Reits this quarter.

O ART recorded revaluation losses on its foreign properties on higher taxes
and Singapore on weaker underlying performance (unchanged cap rates).
OUEHT recorded revaluation losses on weaker operating performances with
unchanged cap rates. CDLHT’s Singapore valuation dropped despite having
a 100bp cap rate compression from the change in valuers.

O Cambridge/Cache/Soilbuild/Sabana also saw revaluation losses at their
Singapore properties, driven by weaker operating metrics such as negative
rental reversions, higher vacancies or lower margins from conversions.
KDCREIT also recorded revaluation losses on FX and weaker operational
performances.

O CMT/CCT/KREIT/SUN's cap rates were largely unchanged, but saw
marginal revaluation gains on higher passing rents. Looking ahead, we see
downside risks to office capital values, as office S-Reits have increasingly
seen negative reversions and yet to record revaluation losses. We have
SELLs on both KREIT and SUN. Retail and larger-cap industrial Reits that
are still recording positive reversions should be relatively safer.

Rental reversion calculation?

Q The focus this quarter also centered on rental reversion calculation
methodology, post KREIT's revision to this methodology (Link here).

O Checks with S-Reits under our coverage reveal that there is no uniform
way of calculating/disclosure on rental reversions (refer to Figure 1).

O Retail appears to be the best sub-sector, with all Reits disclosing quarterly
rental reversions despite difference in calculation methods. Office and
industrial lagged, with some not disclosing reversions at all.
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Q

In terms of sub-sector preference, we shift office to the least preferred.
Industrial remains our favourite, followed by retail, hospitality and office.

Industrials - business parks continued to outperform

a

Business parks continued to outperform in 4Q16, within expectations, with
rents flat QoQ and up 1.9% YoY to S$5.50 psf/mth. Factory rents declined
1.8% QoQ and 6.3% YoY to S$1.65 psf/mth and warehouse rents declined
0.6% QoQ and 6.3% YoY to S$1.64 psf/mth.

Occupancy was healthy across industrial Reits. AREIT’s Singapore
occupancy improved to 90.2% from 89.1%. MINT's occupancy fell to
92.1% from 92.5% due to lower occupancies at hi-tech and business
parks. MLT’s Singapore occupancy inched up to 93.5% from 93.2%.
Singapore rental reversions remained positive for AREIT (+3%), MLT
(+1%) and MINT. Smaller industrial Reits generally registered negative
rental reversions.

Stacked against other sub sectors, we remain more positive on industrial
Reits, which should be structural beneficiaries of the government’s shift
towards higher-value-added businesses and have higher pre-commitment
along with scope for government to ease previous measures.

Retail - rental reversions moderated further

Q

Retail rents continue to moderate in 4Q16, with suburban down 0.2% QoQ
and 1.8% YoY to S$29.35psf/mth and prime down 0.6% QoQ and 2.7%
YoY to S$32.15psf/mth.

Rental reversions of retail S-Reits remained positive in 4Q16, above our
expectations. MCT outperformed with 13.5% reversion, followed by FCT at
6.9%, SPH Reit at 4.6% and CMT at 1.0%.

Occupancy rates for retail Reits were broadly flat or up, except CMT which
saw 10bp decline.

Despite better-than-expected rental reversions, we continue to believe the
retail sector is undergoing a structural downturn and will continue to see
slower rental reversions and store closures. We expect retail rents to drop
by 2-3% in 2017.

Office — operating metrics worsening

a

Q

Spot grade-A office rents continued to fall in 4Q16, now down 12.5% YoY
to S$9.10psf/mth. Grade B is down 9.0% YoY to S$6.95psf/mth.

Weaker spot rents are translating into negative reversions for the office
Reits. KREIT registered -9% rental reversion for FY16, and saw its average
signing rent falling to $$9.60psf/mth (-10.3% YoY). CCT's passing rent
declined 0.2% YoY to S$9.20psf/mth, with management citing more
negative reversions this quarter. Suntec’s office signing rent dropped 3.8%
to S$8.52psf/mth.

Occupancies of office Reits were weaker across the board, with KREIT's
Singapore portfolio declining 30bp to 99.2%, CCT declining 30bp to 97.1%
and Suntec flat.

Office demand trend remains weak, with pockets of growth but no clear
sectors driving demand. The market continues to see a dearth of demand
for large office space and we expect office landlords to focus on tenant
retention. We expect Grade A rent to fall to S$8.00psf/mth by end 2017.

Hospitality — weakness persists

Q

Despite visitor arrivals improving 7.8% YoY for Jan-Nov 2016, hotel
RevPAR fell 4.8% YoY. High supply and shift in the tourist profile were the
key drivers.
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O Most hospitality Reits underperformed overall hotel metrics, reporting a
4Q16 RevPAR decline across the board, ranging from 4-11%.

O Looking ahead, Hotel supply of +5.9% in 2017 will continue to weigh on
RevPARs, as new hotels opened in the last 12 months are still discounting
room rates to garner market share and corporate demand remains weak.

O This set of results confirmed our view that while tourist arrivals have
rebounded YTD, this is driven by a group of more budget-conscious
travellers. Coupled with a soft corporate demand environment amid
adequate supply, RevPAR growth could remain muted before we see a firm
recovery. We remain cautious on the hospitality sector and expect RevPAR
to contract by 4% in 2017.

Figure 1
Rental reversion calculations
S-Reits Announce How are they calculated? What is included?
re_ntal Old lease - Old lease - New lease New lease| Renewal New Forward Review

reversion? average last year - average - first year renewal
Hospitality
ART NA
Industrial
AREIT Yes Yes Yes Yes Yes
MINT No
MLT Yes Yes Yes Yes Yes Yes Yes
CREIT Yes Yes Yes for Yes for STB Yes Yes Yes

STB/MTB to to STB
MTB

Office
SUN No
CCT No
KREIT Yes Yes Yes Yes Yes Yes Yes
Retail
CT Yes Yes Yes Yes Yes Yes
MCT Yes Yes Yes Yes Yes
MAGIC Yes Yes Yes Yes Yes
SPHREIT Yes Yes Yes Yes Yes
FCT Yes Yes Yes Yes Yes Yes
Others
KDCREIT Sometimes Yes Yes

Source: CLSA, Companies

Summary of changes
Ascott Reit (ART SP) - retain Outperform

We factor in equity fund raising required to acquire Ascott Orchard. Recall,
ART entered into a sale and purchase agreement for a consideration of
S$405m. Excluding the deposit of S$20.3m, the balance of S$384.7m is
expected to be paid in 2017 upon completion of the acquisition. We have
assumed 40:60 debt to equity funding ratio, which reduces our DDM-based
target price to S$1.19 from S$1.25.

CapitaLand Commercial Trust (CCT SP) - retain Outperform

We update the latest financial figures and tweak FY17-18 DPUs up marginally
by ~1% but adjust for marginally higher interest costs. This results in a 4%
decline in our FY17-18 DPU forecasts. Retain our O-PF rating with lower DDM-
based target price of S$1.56 (S$1.55 previously).
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Keppel Reit (KREIT SP) - retain SELL

We update the latest financial figures and tweak FY17-18 DPUs down by 2.6-
2.8% for lower capital distributions (S$11m pa for 2017-18). Retain our SELL
rating with marginally lower DDM-based target price of $$0.93 (previously
S$0.95).

Suntec Reit (SUN SP) - retain SELL

We update the latest financial figures and tweak FY17-18 DPUs marginally by
down by 0.2-0.4%. Retain our SELL rating with unchanged DDM-based target
price of S$1.51.

Ascendas Reit (AREIT SP) - retain Outperform

We adjust our NPI margin assumptions marginally, resulting in -0.5% to
+2.7% change in FY17-19 DPUs. Retain our O-PF rating with a slight change
in DDM-based target price to S$2.58 (5$2.59 previously).

Cambridge Industrial Trust (CREIT SP) - retain Outperform

We update the latest financial figures and tweak FY17-18 DPUs down by 2.4-
2.5% on lower NPI margin assumptions. Retain our O-PF rating with
unchanged DDM-based target price of S$0.56.

Keppel Data Centre Reit (KDCREIT SP) - retain Outperform

We update the latest financial figures and tweak FY17-18 DPUs down by 0.3-
1.4% as we factor in S$15m capex at Dublin asset and assume it will be
funded by debt. Retain our O-PF rating with lower DDM-based target price of
S$1.30 (S$1.34 previously).

Mapletree Logistics Trust (MLT SP) - retain Outperform

We factored in the latest acquisition of the four logistics facilities in Victoria,
Australia. As a result, our FY17-19DPUs are adjusted up by 0.1-2.8%. Retain
our O-PF rating with higher DDM-based target price of S$1.17 (S$1.13
previously).

CapitaLand Mall Trust (CT SP) - retain Outperform

We update the latest financial figures and tweak FY17-18 DPUs up by ~4% on
the back of higher passing rents against our earlier assumptions. We have
also raised NPI margins to reflect the better-than-expected cost control. This
resulted in a 9-10% uplift in our FY17-18 DPU forecasts. Retain our O-PF
rating with lower DDM-based target price of S$2.20 (5$2.18 previously).

Target price changes

Share Mkt ADTO P/B (x) Fwd OIld TP New TP Old Rec New

price Cap US$m Yield Rec
(S$) USsb (%)
ART SP Ascott Residence Trust 1.15 1.3 1.2 0.9 7.3 1.25 1.19 O-PF O-PF
AREIT SP Ascendas Reit 2.42 5.0 27.9 1.0 6.4 2.59 2.58 O-PF O-PF
MLT SP Mapletree Logistics Trust 1.06 1.9 4.2 1.0 7.2 1.13 1.17 O-PF O-PF
CCT SP CapitaCommercial Trust 1.54 3.2 14.7 0.9 5.8 1.55 1.56 O-PF O-PF
KREIT SP Keppel Reit 1.02 2.4 5.0 0.7 5.9 0.95 0.93 SELL SELL
CT SP CapitaMall Trust 1.97 4.9 18.5 1.0 5.8 2.18 2.20 O-PF O-PF
KDCREIT SP  Keppel DC REIT 1.18 0.9 2.5 1.2 6.2 1.34 1.30 O-PF O-PF
Source: CLSA, Bloomberg
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Figure 3
DPU changes
DPU S¢ - previous forecasts DPU S¢ - new forecasts % Change

FY FY+1 FY+2 FY FY+1 FY+2 FY FY+1 FY+2
ART SP 8.81 9.10 9.46 8.39 8.67 9.00 -4.9% -4.7% -4.9%
AREIT SP 15.52 15.53 15.97 15.94 15.45 15.89 2.7% -0.5% -0.5%
MLT SP 7.14 7.37 7.76 7.15 7.57 7.92 0.1% 2.8% 2.1%
CREIT SP 4.20 4.27 4.91 4.10 4.17 4.74 -2.5% -2.4% -3.5%
SUN SP 10.03 10.05 10.08 10.01 10.01 10.01 -0.2% -0.4% -0.7%
CCT SP 9.21 9.18 9.27 8.90 8.80 8.90 -3.4% -4.0% -4.1%
KREIT SP 6.23 6.18 6.11 6.07 6.01 5.95 -2.6% -2.8% -2.8%
CT SP 10.43 10.26 10.30 11.41 11.31 11.51 9.4% 10.3% 11.7%
KDCREIT SP 7.34 7.35 7.74 7.32 7.25 7.56 -0.3% -1.4% -2.3%
Source: CLSA
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S-Reit price performance by sector

1M PERF 3M PERF 6M PERF 12M PERF YTD PERF From
recent
PEAK
Indices
FSSTI Index 3% 8% 7% 17% 6% -14%
FSTREI Index 1% 0% -3% 6% 4% -10%
Healthcare Reits generally AT
lagged YTD PREIT SP Equity 3% -2% 0% 13% 4% -7%
FIRT SP Equity 1% -3% -1% 11% 2% -12%
RHT SP Equity -3% 0% -13% -7% -3% -20%
Hospitality
Hospitality Reits generally ART SP Equity -1% 0% 0% 0% 1% -14%
lagged YTD  |CDREIT SP Equity 0% 4% 0% 9% 4% -23%
FEHT SP Equity -1% -1% -2% -8% -1% -31%
OUEHT SP Equity -1% 2% 0% -1% 2% -27%
FHT SP Equity -1% -1% -10% -7% 2% -24%
ASCHT SP Equity 7% 1% 2% -6% 7% -7%
Industrial
AREIT outperformer on a IAREIT SP Equity 2% 6% 0% 2% 7% -9%
YTD basis  IvINT SP Equity 0% 2% 6% 7% 0% -9%
MLT SP Equity 2% 3% -1% 10% 3% -16%
AAREIT SP Equity 1% 1% -6% 5% 4% -11%
AIT SP Equity 4% -2% 0% 25% 5% -3%
CACHE SP Equity -3% -4% -10% -6% -2% -34%
SBREIT SP Equity -5% -5% -4% -10% -1% -26%
CREIT SP Equity 1% 1% 2% 9% 2% -24%
SSREIT SP Equity 23% -6% -6% -26% 12% -53%
VIT SP Equity 3% 3% 5% 12% 3% -8%
Office
Office Reits mixed, with SUN SP Equity 3% 3% -1% 10% 5% -14%
SUN outperforming, CCT in-  |cCT SP Equity 0% 0% -2% 14% 4% -20%
line, while the rest lagged KREIT SP Equity -4% -6% -4% 9% -1% -19%
FCOT SP Equity 0% -49, -4% 8% 1% -20%
OUECT SP Equity 0% -1% 5% 11% 0% -7%
Retail
Retail generally  [CT SP Equity 0% -2% -9% -6% 4% -14%
°“tpe’f°;m_e:|rc $5::;i:2¥ MCT SP Equity 4% 2% 0% 13% 9% 7%
MAGIC SP Equity 1% -3% -10% 14% 2% -15%
SPHREIT SP Equity 1% -1% 1% 5% 3% -10%
FCT SP Equity 3% 1% -6% 4% 6% -9%
SGREIT SP Equity -3% -4% -8% -1% 1% -16%
CRCT SP Equity 3% 2% -8% 1% 6% -18%
LMRT SP Equity 5% -3% 5% 28% 5% -6%
Others
KDCREIT has lagged YTD KDCREIT SP Equity -3% -3% 0% 17% -1% -8%
Source: CLSA, Bloomberg; as of 7 Feb 2017 close
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4Q16 marked the seventh
consecutive QoQ decline in
office rents and fifth YoY
decline

4Q16 Prime Grade A:
S$$9.10psf

QoQ: -2.2%

YoY: -12.5%

4Q16 Grade B: S$6.95psf
QoQ: -2.1%
YoY: -9.0%

Office rents deteriorated
further in 4Q2016

KREIT registered -9% rental
reversions for FY16

CCT'’s passing rent declined
QoQ, albeit marginally at -
0.2%, for the first time since
2012

SUN'’s signing rent declined
3.0% QoQ and 3.8% YoY

Occupancies were generally
weaker

Suntec was flat QoQ at
99.3%

KREIT portfolio occupancy
declined from 99.5% to
99.2% due to weaker Bugis
Junction, OFC and MBFC

CCT occupancy declined
30bp to 97.1%, due to
weaker Twenty Anson which
saw software company SAS
relocating to Guoco Tower

4Q16 wrap

S-Reits

Figure 5
Office spot rents continued to fall in 4Q16
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Figure 6
Office average rents signed in 4Q16
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Figure 7

Occupancy office Reits in 4Q16
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Suburban rents fell 0.2%
QoQ and 1.8% YoY to
S$29.35psf/mth

Prime retail rents slipped
0.6% QoQ and 2.7% YoY to
S$$32.15/mth

Rental gap contracted to
S$$2.80psf/mth vs the
historical average of
S$$3.65psf/mth

Our negative view on the
retail outlook remains
unchanged

MCT outperformed, with
retail reversion at 13.5%,
followed by followed by
FCT at 6.9%, SPH Reit at
4.6% and CMT at 1.0%

Occupancy rates for retail
Reits generally steady

4Q16 wrap S-Reits
Figure 8
Retail spot rents
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Figure 9
Retail rental reversions
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Figure 10
Retail Reits occupancy rates
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In 4Q16, business park and Figure 11
hi-tech held steady QoQ, Industrial spot rents
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Figure 12
Biz parks (off central): YoY industrial spot rents
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Figure 13
AREIT: Occupancy Occupancy for industrial Reits
improved to 90.2% from o AREIT MLT MINT
89.1% 100 - (%)
MLT: Singapore inched up 98 A
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Figure 14
Despite recovery in tourist RevPAR trend for hospitality Reits (Singapore portfolio only)
arrivals, high supply of
hotel rooms, declining 20 (%)  BART SP - SG port OCDL Trust - SG portfolio
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Figure 15
Jan-Nov 2016 saw tourist Singapore tourist arrivals chart
arrivals +7.8% YoY, and o o
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Figure 16
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Figure 17
S-Reits yield gap
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Figure 18
S-Reits price to book
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slightly below the historical
average 13

1.1

0.9

Current: 0.95x
+1 S.D: 1.14x

0.7

0.5 Ave: 0.97x
-1 S.D: 0.80x

0.3 T T T T T T T L) T T T T L] T

o [s2) < LN 0] N [0} o) o — ~N ™M < Ln ©

2 92 2@ f ¢ °f < 7 7 7 7 - 7 A

=) =] =] =] =] =] =) =] =] =] =] =] =] =] =]

m, m, m, m m, m m, m m, m m, m m, m m,
Source: CLSA, Bloomberg

11

8 February 2017 xuan.tan@clsa.com

Prepared for - W: xuan.tan@clsa.com


http://www.clsa.com/

CLSA 4Q16 wrap S-Reits

Figure 19
S-Reits comparison

Ticker Price Market 3mth P/NAV Prem/Dis DPU DPU Yield Yield DPU Target Rec

S$ cap ADTO (x) cto NAV 16 17 16 17 growth
US$m US$m (%) (S¢) (S¢) % % YoY
Healthcare
Parkway Life Reit PREIT SP 2.46 1,050 1.9 1.41 41.0 12.8 124 5.2 5.0 (3.1) NR NR
First Reit FIRT SP 1.28 695 0.6 1.16 15.9 8.3 88 6.5 6.9 6.0 NR NR
Religare Healthcare RHT SP 0.89 506 1.1 1.06 6.0 24.5 5.8 27.5 6.5 (76.3) NR NR
Average 750 1.2 1.25 25.4 14.0 9.8 10.6 5.9 (30.2)
Hospitality
Ascott Residence Trust ART SP 1.15 1,335 1.2 0.89 (10.6) 84 87 73 7.6 3.4 1.19 O-PF
CDL Hospitality Trusts CDREIT SP 1.38 963 1.8 0.87 (12.9) 9.8 99 7.1 7.2 1.0 NR NR
OUE Hospitality Trust OUEHT SP  0.68 863 0.6 0.87 (13.5) 50 49 74 7.2 (2.0) NR NR
Far East Hospitality Trust FHT SP 0.67 861 0.5 0.90 (10.1) 52 53 7.8 8.0 1.9 NR NR
Frasers Hospitality Trust FEHT SP 0.60 757 0.9 0.64 (36.0) 42 4.1 7.1 6.9 (2.4) NR NR
Ascendas Hospitality Trust ASCHT SP  0.75 591 0.4 na na 55 54 74 7.2 (1.8) NR NR
Average 895 0.9 0.75 (24.8) 6.7 6.7 7.3 7.4 1.0
Industrial
Ascendas Reit AREIT SP 2.42 4,919 279 1.03 3.0 159 155 6.6 6.4 (3.1) 2.58 O-PF
Mapletree Industrial Trust MINT SP 1.67 2,116 4.5 1.22 22.2 10.8 11.7 6.5 7.0 7.5 1.94 BUY
Mapletree Logistics Trust MLT SP 1.06 1,860 4.2 1.04 4.4 7.1 76 6.8 7.2 5.9 1.17 O-PF
Frasers Log & Ind Reit FLT SP 0.96 966 3.7 1.13 12.8 6.7 6.7 7.0 7.0 0.0 NR NR
Ascendas India Trust AIT SP 1.07 699 0.6 1.54 54.3 59 6.3 55 5.9 6.8 NR NR
AIMS AMP Capital Industrial  AAREIT SP  1.37 617 0.8 0.94 (6.5) 11.0 11.7 8.0 8.5 6.4 NR NR
Cache Logistic Trust VIT SP 0.78 526 0.6 0.99 (1.3) 7.5 7.6 9.7 9.8 1.3 NR NR
Cambridge Industrial Trust CREIT SP 0.57 524 0.6 0.88 (12.4) 4.1 42 7.2 7.3 1.8 0.56 O-PF
Soilbuild Biz Space CACHE SP  0.80 508 1.4 0.98 (1.8) 74 74 93 9.3 0.0 NR NR
Viva Industrial Trust SBREIT SP  0.64 468 0.9 0.82 (17.5) 58 56 9.1 8.8 (3.4) NR NR
EC World Reit ECWREIT SP 0.73 401 0.0 0.76 (24.0) na na na na na NR NR
Sabana Shariah Reit SSREIT SP  0.44 323 1.4 0.68 (32.0) na na na na na NR NR
Average 1,161 3.9 1.06 5.7 10.410.4 6.6 6.7 0.5
Office
CapitaCommercial Trust CCT SP 1.54 3,219 14.7 0.86 (13.7) 89 88 58 5.7 (1.1) 1.56 O-PF
Suntec Reit SUN SP 1.73 3,104 8.2 0.80 (19.6) 10.0 10.0 5.8 5.8 0.0 1.51 SELL
Keppel Reit KREIT SP 1.02 2,382 5.0 0.69 (30.9) 6.1 6.0 59 59 (1.0) 0.93 SELL
Frasers Commercial Trust FCOT SP 1.27 715 1.1 0.84 (16.4) 9.9 9.7 7.8 7.6 (2.0) NR NR
OUE Commercial REIT OUECT SP 0.70 643 0.3 0.47 (53.0) 51 5.1 7.3 7.3 0.0 NR NR
Manulife US Reit MUST SP 0.85 534 1.0 1.06 5.9 58 6.1 6.8 7.2 5.2 NR NR
Average 1,766 5.8 0.78 (22.3) 8.4 83 6.1 6.0 (0.7)
Retail
CapitaMall Trust CT SP 1.97 4,923 18.6 1.04 41 114 11.3 58 5.7 (0.9) 2.20 O-PF
Mapletree Commercial Trust MCT SP 1.52 3,076 7.6 1.16 16.0 85 88 56 5.8 4.0 1.67 O-PF
Mapletree Greater China MAGIC SP  0.98 1,926 5.2 0.86 (13.6) 72 7.2 73 7.3 (0.2) 1.08 O-PF
SPH Reit SPHREIT SP  0.98 1,756 0.9 1.06 5.8 56 5.7 58 5.9 1.4 0.97 U-PF
Frasers Centrepoint Trust FCT SP 2.03 1,317 2.1 1.06 6.1 11.8 12.0 5.8 5.9 1.7 2.12 O-PF
Starhill Global REIT SGREITSP 0.75 1,154 1.7 0.81 (19.1) 51 5.2 6.8 6.9 2.0 NR NR
CapitaRetail China Trust CRCT SP 1.48 908 1.7 0.86 (13.6) 11.111.2 7.5 7.6 0.9 NR NR
Lippo-Mall Retail Trust LMRT SP 0.39 772 1.1 1.00 0.0 3.1 3.2 79 8.2 3.2 NR NR
Croesus Retail Trust CRT SP 0.87 462 0.8 0.86 (14.0) 78 81 9.0 9.4 4.5 NR NR
BHG REIT BHGREIT SP 0.65 227 0.5 0.81 (18.8) na na na na na NR NR
Average 1,652 4.0 1.01 1.4 8.7 88 6.1 6.2 1.1
Others
Keppel DC Reit KDCREIT SP  1.18 936 2.5 1.22 22.2 73 7.2 6.2 6.1 (1.0) 1.30 O-PF
Keppel Infrastructure Trust KIT SP 0.49 1,333 1.7 1.03 12.0 3.3 3.3 6.7 6.7 0.0 NR NR

Source: CLSA, Bloomberg

Valuation details - Ascendas Real Estate Investment Trust
AREIT SP

Our DDM-based target price uses a long-run risk-free rate assumption of
2.9% (weighted average based on AREIT's country exposure) and a 6.0%
equity-risk premium, with a long-run risk-adjusted average beta of 0.9. We
assume a terminal growth rate of 1.0%.
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Investment risks - Ascendas Real Estate Investment Trust
AREIT SP

Key risks include a faster-than-expected rise in interest rates negatively
impacting earnings and valuation. A sharp slowdown in regional trade for
Singapore could result in lower demand for industrial space and hence lower
rents. Acquisition of the Australian portfolio now exposes Ascendas to foreign
exchange risk. Upside surprise can come from policy relaxation in Singapore
or reduction in industrial land supply.

Valuation details - Ascott Residence Trust ART SP

Our target price is DCF based using long-run risk-free assumption of 3.8%
weighted by its exposure to the respective risk-free rates in countries which
ART operates and 6% equity risk premium with long-run risk-adjusted
average beta. Terminal growth rate assumed at 1.0%.

Investment risks - Ascott Residence Trust ART SP

Key risks include a faster-than-expected rise in interest rates negatively
impacting earnings and valuation. A global slowdown in foreign direct
investments could negatively impact demand for its serviced apartments in
Europe and Asia. Sharp movements in foreign currencies could also result in
earnings volatility given its diversified geographical exposure.

Valuation details - CapitaLand Mall Trust CT SP

Our target price is DCF based using long-run risk-free assumption of 2.8%
and 6% equity risk premium with long-run risk-adjusted average beta. We
have also assumed long-term growth rate of 1.0%.

Investment risks - CapitaLand Mall Trust CT SP

Key downside risks include a faster-than-expected rise in interest rates
negatively impacting earnings and valuation. Declining disposable income
could also weigh on retail operations and hence rents for its portfolio. A
strengthening of the Singapore dollar against regional currencies could also
result in lower tourism receipts which could marginally affect some of its
portfolio. Key upside risks are the opposite of the above.

Valuation details - CapitaLand Commercial Trust Ltd CCT SP
We base our target on a dividend-discount model, discounting 18-22CL
distributable income using a long-run risk-free assumption of 2.8% and a 6%
equity-risk premium with a long-run risk-adjusted average beta of 0.80 from
Bloomberg, giving us a 7.6% cost of equity. We also assume a long-term
growth rate of 1.0%.

Investment risks - CapitaLand Commercial Trust Ltd CCT SP
Key risks include a faster-than-expected rise in interest rates hitting earnings
and the stock’s valuation. An unexpected macro shock could see tenants
cutting back demand for office space, particularly for those operating in the
banking and financial sector.

Valuation details - Keppel DC Reit KDCREIT SP

We use a dividend discount model (DDM) approach to value KDC Reit. Our
cost of equity is 8.0%, using risk-free rate of 3.1% and market risk premium
of 6.2%, which are weighted average based on its geographical exposure. We
used a beta of 0.8 and terminal growth of 2.0%.
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Investment risks - Keppel DC Reit KDCREIT SP

Key risks of investing in KDC Reit will be higher capital expenditure than other
property sub-segments, short land tenure at selected buildings, and foreign
exchange risks.

Valuation details - Keppel Reit KREIT SP

We base our target on a dividend-discount model, using a long-run risk-free
assumption of 3.0% and a 6.1% equity-risk premium (both weighted
averages based on its geographical exposure). With the long-run risk
adjusted beta of 0.7 based on Bloomberg, our cost of equity is 7.4%. We
assume terminal growth of 1.0%

Investment risks - Keppel Reit KREIT SP

Key risks include a faster-than-expected rise in interest rates hitting earnings
and valuations. An unexpected macro shock could see tenants cutting back
demand for office space, particularly for tenants operating in the banking and
financial sector. Further weakening of the Australian dollar could also erode
earnings generated from its Australia operations.

Valuation details - Mapletree Logistics Trust MLT SP

Our DDM-based target price uses a long-run risk-free-rate assumption of 3%
(weighted average based on MLT's country exposure) and a 6% equity-risk
premium, with a long-run risk-adjusted average beta of 0.9. We assume a
terminal growth rate of 1.0%.

Investment risks - Mapletree Logistics Trust MLT SP

Key risks include a faster-than-expected rise in interest rates negatively
impacting earnings and valuation. A sharp slowdown in regional trade for
Singapore could result in lower demand for industrial space and hence lower
rents. In addition, Mapletree Logistics is exposed to foreign-currency risk and
thus earnings volatility in its overseas operations. Positive risk can come from
relaxation of previous restrictive policies on industrial landlords and higher
demand from third-party logistics firms.
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A-H Trust (N-R)

AIMS AMP Ind Reit (N-R)

AIT (N-R)

Ascendas (AREIT SP - S$2.42 - OUTPERFORM)
Ascott RT (ART SP - S$1.15 - OUTPERFORM)
BHG Retail Reit (N-R)

Cache Log (N-R)

Cambridge Ind (CREIT SP - S$0.57 - OUTPERFORM)
CapitaMall Trust (CT SP - S$1.97 - OUTPERFORM)
CapitaRetail (N-R)

CCT (CCT SP - S$1.54 - OUTPERFORM)

CDL Hosp Trust (N-R)

CRT (N-R)

EC World (N-R)

Far East H-Trust (N-R)

FC Trust (N-R)

FCT (FCT SP - S$2.03 - OUTPERFORM)

FHT (N-R)

First Real Estate (N-R)

FLT (N-R)

Keppel DC (KDCREIT SP - S$1.18 - OUTPERFORM)
Keppel Infra Trust (N-R)

Keppel Reit (KREIT SP - S$1.02 - SELL)

LMIR Trust (N-R)

Manulife Reit (N-R)

Mapletree Ind (MINT SP - S$1.67 - BUY)
MapletreeLog (MLT SP - S$1.05 - OUTPERFORM)
MCT (MCT SP - S$1.52 - OUTPERFORM)

MGCCT (MAGIC SP - S$0.98 - OUTPERFORM)
OUE C-Reit (N-R)

OUE H-Trust (N-R)

Parkway Life Reit (N-R)

RHT Health Trust (N-R)

Sabana Reit (N-R)

SAS (N-R)
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SPH Reit (SPHREIT SP - S$0.98 - UNDERPERFORM)
Starhill Global Reit (N-R)

Suntec Reit (SUN SP - S$1.73 - SELL)

Viva Industrial Trust (N-R)

Analyst certification

S-Reits

To change your report distribution requirements, please contact your CLSA sales representative or email us at cib@clsa.com.
You can also fine-tune your Research Alert email preferences at https://www.clsa.com/member/tools/email_alert/.

The analyst(s) of this report hereby certify that the views expressed in this research report accurately reflect
my/our own personal views about the securities and/or the issuers and that no part of my/our compensation
was, is, or will be directly or indirectly related to the specific recommendation or views contained in this

research report.
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Recommendation history of Keppel Reit KREIT SP
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14 Jul 2016 O-PF 1.05 20 Jul 2015 U-PF 1.05
09 May 2016 SELL 0.89 09 Jan 2015 U-PF 1.15
21 Mar 2016 SELL 0.90 07 Oct 2014 U-PF 1.12
21 Feb 2016 U-PF 0.90 22 Jul 2014 SELL 1.05
12 Jan 2016 U-PF 0.89
Source: CLSA
Recommendation history of Ascendas Real Estate Investment Trust AREIT SP
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Recommendation history of CapitaLand Mall Trust CT SP
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26 Nov 2015 SELL 1.70
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Recommendation history of CapitaLand Commercial Trust Ltd CCT SP
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Recommendation history of Keppel DC Reit KDCREIT SP
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S-Reits
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The policy of CLSA (which for the purpose of this
disclosure includes subsidiaries of CLSA B.V. and CLSA
Americas, LLC ("CLSA Americas")), and CL Securities
Taiwan Co., Ltd. ("CLST") is to only publish research that
is impartial, independent, clear, fair, and not misleading.
Analysts may not receive compensation from the
companies they cover. Regulations or market practice of
some jurisdictions/markets prescribe certain disclosures
to be made for certain actual, potential or perceived
conflicts of interests relating to a research report as
below. This research disclosure should be read in
conjunction with the research disclaimer as set out at
www.clsa.com/disclaimer.html and the applicable
regulation of the concerned market where the analyst is
stationed and hence subject to. This research disclosure
is for your information only and does not constitute any
recommendation, representation or warranty. Absence of
a discloseable position should not be taken as
endorsement on the validity or quality of the research
report or recommendation.

To maintain the independence and integrity of CLSA’s
research, our Corporate Finance, Sales Trading and
Research business lines are distinct from one another.
This means that CLSA’s Research department is not part
of and does not report to CLSA Corporate Finance (or
“investment banking”) department or CLSA's Sales and
Trading business. Accordingly, neither the Corporate
Finance nor the Sales and Trading department supervises
or controls the activities of CLSA’s research analysts.
CLSA's research analysts report to the management of
the Research department, who in turn report to CLSA's

senior management.

CLSA has put in place a number of internal controls
designed to manage conflicts of interest that may arise as
a result of CLSA engaging in Corporate Finance, Sales
and Trading and Research activities. Some examples of
these controls include: the use of information barriers
and other information controls designed to ensure that
confidential information is only shared on a “need to
know” basis and in compliance with CLSA’s Chinese Wall
policies and procedures; measures designed to ensure
that interactions that may occur among CLSA’s Research
personnel, Corporate Finance and Sales and Trading
personnel, CLSA’s financial product issuers and CLSA’s
research analysts do not compromise the integrity and
independence of CLSA's research.

Neither analysts nor their household
members/associates/may have a financial interest in, or
be an officer, director or advisory board member of
companies covered by the analyst unless disclosed
herein. In circumstances where an analyst has a pre-
existing holding in any securities under coverage, those
holdings are grandfathered and the analyst is prohibited
from trading such securities.

Unless specified otherwise, CLSA/CLSA
Americas/CLST did not receive investment banking/non-
investment banking income from, and did not
manage/co-manage a public offering for, the listed
company during the past 12 months, and it does not
expect to receive investment banking compensation from
the listed company within the coming three months.

8 February 2017 xuan.tan@clsa.com

19

Prepared for - W: xuan.tan@clsa.com


http://www.clsa.com/

CLSA

Important disclosures

Unless mentioned otherwise, CLSA/CLSA Americas/CLST
does not own a material discloseable position, and does
not make a market, in the securities.

As analyst(s) of this report, I/we hereby certify that
the views expressed in this research report accurately
reflect my/our own personal views about the securities
and/or the issuers and that no part of my/our
compensation was, is, or will be directly or indirectly
related to the specific recommendation or views
contained in this report or to any investment banking
relationship with the subject company covered in this
report (for the past one year) or otherwise any other
relationship with such company which leads to receipt of
fees from the company except in ordinary course of
business of the company. The analyst/s also state/s and
confirm/s that he/she/they has/have not been placed
under any undue influence, intervention or pressure by
any person/s in compiling this research report. In
addition, the analysts included herein attest that they
were not in possession of any material, nonpublic
information regarding the subject company at the time of
publication of the report. Save from the disclosure below
(if any), the analyst(s) is/are not aware of any material
conflict of interest.

Key to CLSA/CLSA Americas/CLST investment
rankings: BUY: Total stock return (including dividends)
expected to exceed 20%; O-PF: Total expected return
below 20% but exceeding market return; U-PF: Total
expected return positive but below market return; SELL:
Total return expected to be negative. For relative
performance, we benchmark the 12-month total forecast
return (including dividends) for the stock against the 12-
month forecast return (including dividends) for the
market on which the stock trades.

In the case of US stocks, the recommendation is
relative to the expected return for the S&P500 of 10%.
Exceptions may be made depending upon prevailing
market conditions. We define as “"Double Baggers” stocks
we expect to yield 100% or more (including dividends)
within three years at the time the stocks are introduced
to our “Double Bagger” list. "High Conviction" Ideas are
not necessarily stocks with the most upside/downside,
but those where the Research Head/Strategist believes
there is the highest likelihood of positive/negative
returns. The list for each market is monitored weekly.

Overall rating distribution for CLSA/CLSA Americas
only /CLST only Universe:

Overall rating distribution: Buy / Outperform - CLSA:
61.61%; CLSA Americas only: 54.55%; CLST only:
71.62%, Underperform / Sell - CLSA: 38.39%; CLSA
Americas only: 45.45%; CLST only: 28.38%, Restricted -
CLSA: 0.00%; CLSA Americas only: 0.00%; CLST only:
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0.00%. Data as of 31 December 2016.

Investment banking clients as a % of rating category:
Buy / Outperform - CLSA: 3.55%; CLSA Americas only:
0.00%; CLST only: 0.00%, Underperform / Sell - CLSA:
2.85%; CLSA Americas only: 0.00%; CLST only: 0.00%,
Restricted - CLSA: 0.00%; CLSA Americas only: 0.00%;
CLST only: 0.00% . Data for 12-month period ending 31
December 2016.

There are no numbers for Hold/Neutral as CLSA/CLSA
Americas/CLST do not have such investment rankings.

For a history of the recommendations and price
targets for companies mentioned in this report, as well as
company specific disclosures, please write to: (a) CLSA
Americas, Compliance Department, 1301 Avenue of the
Americas, 15th Floor, New York, New York 10019-6022;
(b) CLSA, Group Compliance, 18/F, One Pacific Place, 88
Queensway, Hong Kong and/or; (c) CLST Compliance
(27/F, 95, Section 2 Dun Hua South Road, Taipei 10682,
Taiwan, telephone (886) 2 2326 8188). © 2017 CLSA
Limited, CLSA Americas, and/or CLST.

© 2017 CLSA Limited, CLSA Americas, LLC (“CLSA
Americas”) and/or CL Securities Taiwan Co., Ltd.
(“"CLST")

This publication/communication is subject to and
incorporates the terms and conditions of use set out on
the www.clsa.com website
(www.clsa.com/disclaimer.html.). Neither the
publication/communication nor any portion hereof may
be reprinted, sold, resold, copied, reproduced,
distributed, redistributed, published, republished,
displayed, posted or transmitted in any form or media or
by any means without the written consent of CLSA group
of companies (excluding CLSA Americas, LLC) ("CLSA"),
CLSA Americas (a broker-dealer registered with the US
Securities and Exchange Commission and an affiliate of
CLSA) and/or CLST.

CLSA, CLSA Americas and CLST has/have produced
this publication/communication for private circulation to
professional, institutional and/or wholesale clients only.
This publication/communication may not be distributed or
redistributed to retail investors. The information, opinions
and estimates herein are not directed at, or intended for
distribution to or use by, any person or entity in any
jurisdiction where doing so would be contrary to law or
regulation or which would subject CLSA, CLSA Americas
and/or CLST to any additional registration or licensing
requirement within such jurisdiction. The information and
statistical data herein have been obtained from sources
we believe to be reliable. Such information has not been
independently verified and we make no representation or
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warranty as to its accuracy, completeness or correctness.
Any opinions or estimates herein reflect the judgment of
CLSA, CLSA Americas and/or CLST at the date of this
publication/communication and are subject to change at
any time without notice. Where any part of the
information, opinions or estimates contained herein
reflects the views and opinions of a sales person or a
non-analyst, such views and opinions may not
correspond to the published view of CLSA, CLSA
Americas and/or CLST. This is not a solicitation or any
offer to buy or sell. This publication/communication is for
information purposes only and does not constitute any
recommendation, representation, warranty or guarantee
of performance. Any price target given in the report may
be projected from one or more valuation models and
hence any price target may be subject to the inherent
risk of the selected model as well as other external risk
factors. This is not intended to provide professional,
investment or any other type of advice or
recommendation and does not take into account the
particular investment objectives, financial situation or
needs of individual recipients. Before acting on any
information in this publication/communication, you
should consider whether it is suitable for your particular
circumstances and, if appropriate, seek professional
advice, including tax advice. CLSA, CLSA Americas
and/or CLST do/does not accept any responsibility and
cannot be held liable for any person’s use of or reliance
on the information and opinions contained herein. To the
extent permitted by applicable securities laws and
regulations, CLSA, CLSA Americas and/or CLST accept(s)
no liability whatsoever for any direct or consequential loss
arising from the use of this publication/communication or
its contents. Where the publication does not contain
ratings, the material should not be construed as research
but is offered as factual commentary. It is not intended
to, nor should it be used to form an investment opinion
about the non-rated companies.

Subject to any applicable laws and regulations at any
given time, CLSA, CLSA Americas, CLST, their respective
affiliates or companies or individuals connected with
CLSA/CLSA Americas/CLST may have wused the
information contained herein before publication and may
have positions in, may from time to time purchase or sell
or have a material interest in any of the securities
mentioned or related securities, or may currently or in
future have or have had a business or financial
relationship with, or may provide or have provided
investment banking, capital markets and/or other
services to, the entities referred to herein, their advisors
and/or any other connected parties. As a result, investors
should be aware that CLSA, CLSA Americas, CLST and/or
their respective affiliates or companies or such individuals
may have one or more conflicts of interest. Regulations
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or market practice of some jurisdictions/markets
prescribe certain disclosures to be made for certain
actual, potential or perceived conflicts of interests relating
to research reports. Details of the disclosable interest can
be found in certain reports as required by the relevant
rules and regulation and the full details are available at
http://www.clsa.com/member/research_disclosures/.

Disclosures therein include the position of CLSA, CLSA
Americas and CLST only. Unless specified otherwise,
CLSA did not receive any compensation or other benefits

from the subject company covered in this
publication/communication.. If investors have any
difficulty accessing this website, please contact

webadmin@clsa.com on +852 2600 8111. If you require
disclosure information on previous dates, please contact
compliance_hk@clsa.com.

This publication/communication is distributed for and
on behalf of CLSA Limited (for research compiled by non-
US and non-Taiwan analyst(s)), CLSA Americas (for
research compiled by US analyst(s)) and/or CLST (for
research compiled by Taiwan analyst(s)) in Australia by
CLSA Australia Pty Ltd; in Hong Kong by CLSA Limited; in
India by CLSA India Private Limited, (Address: 8/F,
Dalamal House, Nariman Point, Mumbai 400021. Tel No:
+91-22-66505050. Fax No: +91-22-22840271; CIN:
U67120MH1994PLC083118; SEBI  Registration No:
INZ000001735; in Indonesia by PT CLSA Sekuritas
Indonesia; in Japan by CLSA Securities Japan Co., Ltd; in
Korea by CLSA Securities Korea Ltd; in Malaysia by CLSA
Securities Malaysia Sdn Bhd; in the Philippines by CLSA
Philippines Inc (a member of Philippine Stock Exchange
and Securities Investors Protection Fund); in Thailand by
CLSA Securities (Thailand) Limited; in Taiwan by CLST
and in United Kingdom by CLSA (UK).

India: CLSA India Private Limited, incorporated in
November 1994 provides equity brokerage services
(SEBI Registration No: INZ000001735), research
services (SEBI Registration No: INH000001113) and
merchant  banking services (SEBI  Registration
No.INM000010619) to global institutional investors,
pension funds and corporates. CLSA and its associates
may have debt holdings in the subject company. Further,
CLSA and its associates, in the past 12 months, may
have received compensation for non-investment banking
securities and/or non-securities related services from the
subject company. For further details of “associates” of
CLSA India please contact Compliance-India@clsa.com.

United States of America: Where any section of the
research is compiled by US analyst(s), it is distributed by
CLSA Americas. Where any section is compiled by non-
US analyst(s), it is distributed into the United States by
CLSA solely to persons who qualify as "Major US
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Institutional Investors" as defined in Rule 15a-6 under
the Securities and Exchange Act of 1934 and who deal
with CLSA Americas. However, the delivery of this
research report to any person in the United States shall
not be deemed a recommendation to effect any
transactions in the securities discussed herein or an
endorsement of any opinion expressed herein. Any
recipient of this research in the United States wishing to
effect a transaction in any security mentioned herein
should do so by contacting CLSA Americas.

Canada: The delivery of this research report to any
person in Canada shall not be deemed a
recommendation to effect any transactions in the
securities discussed herein or an endorsement of any
opinion expressed herein. Any recipient of this research in
Canada wishing to effect a transaction in any security
mentioned herein should do so by contacting CLSA
Americas.

United Kingdom: In the United Kingdom, this research
is @ marketing communication. It has not been prepared
in accordance with the legal requirements designed to
promote the independence of investment research, and is
not subject to any prohibition on dealing ahead of the
dissemination of investment research. The research is
disseminated in the EU by CLSA (UK), which is authorised
and regulated by the Financial Conduct Authority. This
document is directed at persons having professional
experience in matters relating to investments as defined
in Article 19 of the FSMA 2000 (Financial Promotion)
Order 2005. Any investment activity to which it relates is
only available to such persons. If you do not have
professional experience in matters relating to
investments you should not rely on this document.
Where the research material is compiled by the UK
analyst(s), it is produced and disseminated by CLSA
(UK). For the purposes of the Financial Conduct Rules this
research is prepared and intended as substantive
research material.

Singapore: In Singapore, research is issues and/or
distributed by CLSA Singapore Pte Ltd (Company
Registration No.: 198703750W), a Capital Markets
Services license holder to deal in securities and an
exempt financial adviser, a solely to persons who qualify
as an institutional investor, accredited investor or expert
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investor, as defined in s.4A(1) of the Securities and
Futures Act. Pursuant to Paragraphs 33, 34, 35 and 36 of
the Financial Advisers (Amendment) Regulations 2005 of
the Financial Advisers Act (Cap 110) with regards to an
institutional investor, accredited investor expert investor
or Overseas Investor, sections 25, 27 and 36 of the
Financial Adviser Act (Cap 110) shall not apply to CLSA
Singapore Pte Ltd. Please contact CLSA Singapore Pte Ltd
(telephone No.: +65 6416 7888) in connection with
queries on the report. MCI (P) 033/11/2016

The analysts/contributors to this
publication/communication may be employed by any
relevant CLSA entity (including CLSA Americas), CLST or
a subsidiary of CITIC Securities Company Limited which
is different from the entity that distributes the
publication/communication in the respective jurisdictions.

MSCI-sourced information is the exclusive property of
Morgan Stanley Capital International Inc (MSCI). Without
prior written permission of MSCI, this information and
any other MSCI intellectual property may not be
reproduced, redisseminated or used to create any
financial products, including any indices. This information
is provided on an "as is" basis. The user assumes the
entire risk of any use made of this information. MSCI, its
affiliates and any third party involved in, or related to,
computing or compiling the information hereby expressly
disclaim all warranties of originality, accuracy,
completeness, merchantability or fithess for a particular
purpose with respect to any of this information. Without
limiting any of the foregoing, in no event shall MSCI, any
of its affiliates or any third party involved in, or related to,
computing or compiling the information have any liability
for any damages of any kind. MSCI, Morgan Stanley
Capital International and the MSCI indexes are service
marks of MSCI and its affiliates. The Global Industry
Classification Standard (GICS) was developed by and is
the exclusive property of MSCI and Standard & Poor's.
GICS is a service mark of MSCI and S&P and has been
licensed for use by CLSA.

EVA® is a registered trademark of Stern, Stewart &
Co. "CL" in charts and tables stands for CLSA/CLSA
Americas and “CT” stands for CLST estimates unless
otherwise noted in the source.
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