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S-REITS

NeUtraI 1Q10 results review; downgrade sector to NEUTRAL

Previous Rating: Overweight

1Q CY2010 results review. Four out of the eight S-REITs
under our coverage reported earnings in line with our estimates.
CapitaCommercial Trust (CCT) and Frasers Centrepoint
Trust (FCT) beat our DPU estimates by 7.8% and 6.7%
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3500 900 respectively. CCT benefited from positive rent reversions and
3000 sTI R lower property tax that drove a 11% YoY increase in net property
2000 239 income. FCT, meanwhile, beat our estimates (and the
1500 400 manager's own guidance) on the back of a strong performance
1000 4 | 200 from Northpoint post asset enhancement works. Conversely,

% g g g % g % % § 3 A-REIT and LMIR Trust missed our earnings expectations

for 1Q CY10; with A-REIT missing our DPU estimates because
of one-off upfront fees for loans. As a gauge, in 4Q CY09 five
REITs reported results in line, three above our expectations
and none below.

Guidance was 'cautiously optimistic', and growth-
oriented. Several managers indicated an intention to optimize
yield and grow the portfolio both organically (asset
enhancement initiatives, including CapitaMall Trust (CMT)
and Ascott Residence Trust (ART)) and inorganically
(acquisitions, including Mapletree Logistics Trust (MLT)). With
this focus on growth, we believe S-REIT's balance sheet
capacity and ability to raise capital will remain key valuation
differentiators. It may also be the first time the relatively young
S-REIT sector will see REITs refresh their portfolios through
divestments and re-developments in a big way (Cambridge
Industrial Trust [NOT RATED] has been leading the pack as
it de-leverages its balance sheet). Another price differentiator,
in our opinion, will be the manager's skill in optimizing yield
through asset works: CMT and FCT, for instance, have a proven
track record in this area in our view.

. ) Volatility in the near term. Year-to-date performance of the
S-REIT Analyst  Rating  Fair Value - Current Px S-REIT index is slightly negative (-0.7%) at 613.58 points.

(&) (&) The recent volatility in the market has led to ~100 basis point

AREIT Too HoLD 85 830 movements in yields - we thin_k this vplatility will continue as

ASCOItREIT Kumar BUY 132 1150 macro-economic concerns, this time in Europe, take a .front

et Foo BUY 126 1160 sgat again. In our view, myestqrs may consequently asqube a

T Foo HOLD 103 1030 higher rlslf premium (that is, higher yleldg and lower price-to-

FrasorsCT Kumar BUY 50 o book ratios) to the S-REIT sector in the near-term.

‘ ‘ Nonetheless, we see selective opportunities to pick up strong

LMIR Trust Kumar — BUY 085 048 REITs at attractive valuations (on a longer time horizon), after

Mapletreel.og Kumar — BUY 098 0830 careful scrutiny of return versus risk. In an uncertain

Suntec REIT Kumar — BUY 144 1.300 environment, we prefer REITs with a strong earnings outlook

and strong balance sheets. We tilt slightly defensive in our

top picks and favor FCT, MLT and ART with estimated total

Meenal Kumar returns of 19%, 19.8%, and 21.7% respectively. Downgrade
(65) 6531 9112 broader sector to NEUTRAL on a more cautious view.

e-mail: MeenalK@ocbc-research.com

Please refer to the important disclosures at the back of this document.
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Exhibit 1: 1Q CY2010 earnings review

Vs OIR 1Q CY2010 DPU (S cents) OIR
Expectations OIR Est Actual % Var Comments
A-REIT Below 3.32 273 -17.8% Due to one-off upfront fees for loans
Ascott Residence Trust In line 1.87 1.66 -11.2% DPU below estimate due to one-off variances in the tax line
i 1 0,
CapitaCommercial Trust Above 179 193 7.8% Posn!ve rent rgversmns and lower property tax drove a 11%
YoY increase in NPI
CapitaMall Trust In line 232 993 3.9% prgr-than-expected DPU was due to the retention of
distribution
Frasers Centrepoint Trust ~ Above 1.93 2.06 6.7% Strong performance of Northpoint post AEI
LMIR Trust Below 1.26 1.20 -4.8% Retail mall occupancy fell due to expiry of rental guarantees
Mapletree Logistics Trust In line 1.55 1.50 -3.2% We h.a.d. assumed earlier completion dates for two
acquisitions
Suntec REIT In line 2.59 2.51 -3.0% Revenue and distributable profit within 3% of our estimates.

Note: Part of FrasersCT DPU paid out mid-way through 1Q10 because of placement during the quarter.

Source: OIR estimates

Four out of eight S-REITs under our coverage reported 1Q CY2010 earnings
in line with our expectations.

Exhibit 2: Asset enhancement & acquisition plans

Others

Asset enhancement plans

NIT plans to acquire

A-REIT

Ascott Residence Trust

CapitaCommercial Trust

CapitaMall Trust

Frasers Centrepoint Trust

LMIR Trust

Mapletree Logistics Trust

Suntec REIT

1 Senoko Avenue and 10 Toh Guan Road
Assets in Singapore (ongoing) & Vietnam

Raffies City basement (ongoing)

Raffles City basement and Jurong
Entertainment Centre (ongoing)

Causeway Point

Plaza Semanggi (ongoing)

Works linking entrance of Promenade MRT

station to Suntec City Mall nearing completion
(ongoing)

Development program ongoing
Looking for yield-accretive acquisitions 'Asset divestments

Asset review of Starhub Centre

Pipeline asset Bedok Point on track to
receive TOP by 2H CY10. In our view,
ready for acquisition as early as mid-
2011

Looking for yield-accretive acquisitions

$$300m worth of assets in sponsor-

A . . Plans to enter BTS space
pipeline are at or nearing completion

Source: S-REITs, OIR
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Several managers discussed asset enhancement and acquisition
plans. S$300m worth of assets in Mapletree Logistics Trust's sponsor
pipeline are at or nearing completion and the manager indicated that we
could expect more acquisition announcements in the coming months. MLT's
aggregate leverage stands at 38.6% debt-to-assets versus a medium-term
target of around 45%. Frasers Centrepoint Trust, meanwhile, is already
focused on its proposed Causeway Point AEIl, and we understand plans
may be released soon. We believe this is a great opportunity to maximize

returns from FCT's portfolio, both to refresh the mall and also to optimize
income.

Asset works are already ongoing at Ascott Residence Trust, and ART's
manager noted it was also considering asset divestments and yield accretive
acquisitions. CapitaCommercial Trust said the development plan for StarHub
Centre is still pending government approval. We believe the most likely
outcome of the asset review would be a divestment of the asset for
redevelopment into a condominium.

Exhibit 3: S-REIT performance May 2007 to May 2010
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Source: Bloomberg

The FTSE S-REIT index is up 119% from its March 2009 low of 279.74
points. To put this gain in perspective, the sector is still 81% shy of its June
2007 high of 1,110.29 points. Year-to-date performance has been slightly
negative - the sector is down 0.7% from 31 Dec 2009 - outperforming the
Straits Times Index's 1.4% decline YTD.
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Exhibit 4: Sector valuations snapshot

Cons Cons Book value
Bloomberg  Last Market Cap FY-1DPU FY-2DPU  FY-1 FY-2  Leverage perunit Price-to
Ticker Price  Crncy (in $m) (in $) (in$)  Yield (%) Yield (%) ratio (%) (inS$)  book (x)
Office
Frasers Commercial Trust FCOT SP 0.140 SGD 429.5 0.010 0.011 71 79 40.1 0.27 0.52
CapitaCommercial Trust* CCT SP 1160  SGD 3,270.0 0.072 0.073 6.2 6.3 33.8 1.37 0.85
K-REIT Asia KREITSP  1.070  SGD 1,434.5 0.068 0.068 6.4 6.4 252 147 0.73
Suntec REIT* SUN SP 1300 SGD 2,346.8 0.095 0.093 7.3 71 334 1.77 0.73
Office Average 6.8 6.9 3341 1.22 0.71
Retail
CapitaMall Trust* CTSP 1930 SGD 6,140.4 0.097 0.010 5.0 0.5 347 1.54 1.25
Frasers Centerpoint Trust* FCT SP 1330 SGD 1,020.0 0.083 0.085 6.2 6.4 314 1.23 1.08
Starhill Global REIT SGREITSP 0560  SGD 1,083.7 0.039 0.039 7.0 7.0 293 0.81 0.69
Retail Average 6.1 46 318 1.19 1.01
Healthcare
Parkway Life REIT PREITSP 1340 SGD 809.7 0.084 0.087 6.3 6.5 282 1.37 0.98
Healthcare Average 6.3 6.5 28.2 1.37 0.98
Hospitality
Ascott Residence Trust* ART SP 1150  SGD 710.7 0.074 0.079 6.5 6.9 421 1.32 0.87
CDL Hospitality REIT CDREITSP 1950  SGD 1,635.3 0.106 0.117 54 6.0 309 141 1.38
Hospitality Average 6.0 6.4 36.5 1.36 1.13
Industrial
Ascendas REIT* AREITSP 1880  SGD 3,517.8 0.138 0.145 7.3 7.7 316 1.58 1.19
Cambridge Industrial Trust CREITSP 0495 SGD 430.7 0.050 0.050 10.1 10.1 426 0.59 0.83
AIMS AMP Capital Indus REIT AAREITSP 0215  SGD 3153 0.050 0.020 233 9.3 289 0.31 0.69
Mapletree Logistics Trust* MLT SP 0.830  SGD 1,705.1 0.064 0.064 7.7 7.7 38.6 0.87 0.96
Cache Logistics Trust CACHESP 0960 SGD 606.9 0.050 0.090 5.2 94 259 0.87 1.10
Industrial Average 10.7 8.8 335 0.84 0.96
Overseas
Ascendas India Trust AIT SP 0.985  SGD 751.0 0.076 0.085 7.7 8.6 19.0 0.90 1.09
CapitaRetail China Trust CRCT SP 1220  SGD 760.7 0.081 0.081 6.6 6.6 338 1.07 1.14
First REIT FIRT SP 0.835  SGD 230.4 NA NA NA NA 15.7 0.98 0.85
Fortune REIT (in HK$) FRT SP 3.600 HKD 5,990.2 0.240 0.250 6.7 6.9 237 5.19 0.69
Lippo-Mapletree Indonesia* LMRTSP 0485 SGD 522.9 0.050 0.052 10.3 10.7 10.2 0.84 0.58
Saizen REIT SZREITSP 0.165  SGD 157.2 NA NA NA NA 435 0.40 0.41
Overseas Average 7.8 8.2 243 1.56 0.79
S-REITs Average 7.8 7.3 30.6 1.25 0.89

*DPU and Yields are based on OIR estimates

After funding for acquisition of DBS Asia Hub, AREIT's leverage will rise to 34%
Updated as at 11 May

Source: Bloomberg, OIR and consensus estimates
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Exhibit 5: OIR ratings

The broader S-REIT sector is trading at an average forward yield of 7.8%. It
trades, on average, at 0.89x book. Our top picks are Frasers Centrepoint
Trust, Mapletree Logistics Trust, and Ascott Residence Trust.

Upside/ Total PINAV | Leverage | Yield Yield
S-REIT Analyst Rating | Fairvalue | Current price | Downside | Return (x) (%) FY-1F | FY-2F
Ascendas REIT Foo Sze Ming | HOLD | SGD 1.85] SGD 1.880| -1.6% 5.7% 1.19 316 7.3 7.7
Ascott Residence Trust Meenal Kumar | BUY | SGD 1.32| SGD 1.150| 14.8% 21.7% 0.87 421 6.5 6.9
CapitaCommercial Trust | Foo Sze Ming BUY | SGD 1.26 | SGD 1.160 8.6% 14.9% 0.85 33.8 6.2 6.3
CapitaMall Trust Foo Sze Ming | HOLD | SGD 1.93| SGD 1.930 0.0% 5.2% 1.25 34.7 5.0 52
Frasers Centrepoint Trust | Meenal Kumar BUY SGD 150| SGD 1.330| 12.8% 19.0% 1.08 314 6.2 6.4
LMIR Trust Meenal Kumar | BUY | SGD 055| SGD 0485 13.4% 24.1% 0.58 10.2 10.3 10.7
Mapletree Logistics Trust | Meenal Kumar | BUY | SGD 0.93| SGD 0.830| 12.0% 19.8% 0.96 38.6 7.7 7.7
Suntec REIT Meenal Kumar | BUY | SGD 144 | SGD 1.300| 10.8% 17.9% 0.73 334 7.3 71
Average 8.9% 16.0% 0.94 32.0 71 7.2

After funding for acquisition of DBS Asia Hub, AREIT's leverage will rise to 34%

Source: OIR estimates
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SHAREHOLDING DECLARATION:

Meenal Kumar's immediate family owns units in:
- Ascott Residence Trust

- Ascendas India Trust

- Indiabulls Properties Invt Trust

- AIMS AMP Cap Industrial REIT

- Saizen REIT

RATINGS AND RECOMMENDATIONS:

OCBC Investment Research’s (OIR)_technical comments and recommendations are short-term and trading
oriented.

- However, OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month
investment horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/-10%
from the current price; Sell = More than 10% downside from the current price.

- For companies with less than S$150m market capitalization, OIR’s Buy = More than 30% upside from the
current price; Hold = Trade within +/- 30% from the current price; Sell = More than 30% downside from the
current price.

DISCLAIMER FOR RESEARCH REPORT

This report is solely for information and general circulation only and may not be published, circulated,
reproduced or distributed in whole or in part to any other person without our written consent. This report
should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities
mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or
estimate contained'in this report is subject to change without notice. We have not given any consideration
fo and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is fgiven and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. You may wish to seek advice
from a financial adviser regarding the suitability of the securities mentioned herein, taking into consideration
your investment og/ect/ves, financial situation or particular needs, before makmg a commitment to invest in
the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected
and associated corporations together with their respective directors and officers may have or take positions
in the securities mentioned in this report and may also perform or seek to perform broking and other
investment or securities related services for the corporations whose securities are mentioned in this report
as well as other parties generally.

Privileged/Confidential information may be contained in this message. If you are not the addressee indicated
in this message (or responsible for delivery of this message to such person), you may not copy or deliver
this message to anyone. Opinions, conclusions and other information in this message that do not relate to
the official business of my company shall not be understood as neither given nor endorsed by it.

Co.Reg.no.: 198301152E
For OCBC Investment Research Pte Ltd

Carmen Lee
Published by OCBC Investment Research Pte Ltd Head of Research
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