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I Singapore REITs — Good yield hunting

Yield compression has just begun

The investment case for Income has never been more
compelling, with the 10Y UST yield having declined sharply
to 3.8%, from 4.3% just a month ago. The US Fed is set to
embark on a rate cut cycle, likely starting in September 2024
and lasting till end-2025. We anticipate at least 50bps of rate
reductions in 2024F, and possibly a further 125bps in 2025F.
This should result in a significant downward re- pricing of
global yields over the next 12-18 months.

Have Singapore REITs fully priced in rate cuts? We think
not. The S-REIT index has only risen by a mild 5% in the
past month. We expect further price upside as yield compression
gathers momentum. The sector currently trades at 6.1%
forward yield or a wider 230bps above the risk-free rate, vs
200bps a few months ago.

Assuming the 10Y UST vyield eventually settles at about 3.5%
and the S-REIT index re-prices to around 5.8% yield, we
conservatively derive 5% capital upside for unit prices (11%
potential total return). Using a bull-case target of 5.5% yield,
we estimate 11% capital upside (17% potential total return).

We reiterate our call to Buy Singapore REITs. This report
analyses operating metrics from the 2Q24 results season and
provides compelling S-REIT recommendations.

Key trends observed in the 2Q24 results

1. Hospitality REITs missed expectations. Some signs that pent-
up travel demand is tapering off.

2. Industrial REITs posted strong positive rental reversions.
Most have de-geared their balance sheets and are looking
for acquisition opportunities.

3. Office REITs are evaluating asset divestments to reduce high
gearing levels. Singapore office market is healthy while overseas
markets face challenges.

4. Retail REITs showed resilience in the suburban category.
Singapore malls had positive rental reversions but overseas
malls were affected by a slowdown in consumer spending.

Key Recommendations

Buy these REITs for DPU growth and in anticipation of a
rate easing cycle: CapitaLand Ascendas REIT, Mapletree
Industrial Trust, Mapletree Logistics Trust, Frasers
Logistics & Commercial Trust, Frasers Centrepoint Trust,
Keppel REIT, and Far East Hospitality Trust.

Our picks have strong track records with diversified exposures
across industrial real estate, data centres, logistics assets,
suburban retail malls, Grade A office, and mid-range hotels.
This basket is suitable for income-seeking investors, offering a
blended yield of 6.0% in 2025F.

The S-REIT index trades at an attractive 6.1% forward yield vs the 10Y UST vyield of 3.8%
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S-REIT valuation table

Key Assets Price Market | CY24 CY25 CY24 Asset YTD Price

Cap Yield Yield P/NAV Leverage Performance
Hospitality
CapitaLand Ascott Trust hospitality 0.91 2,629 6.5%| 6.7% 0.8 37.2% -9%
CDL Hospitality Trusts hospitality 0.92 884 6.3% 7.0% 0.6 37.7% -17%
Far East Hospitality Trust hospitality 0.64 980| 6.5%| 6.5% 0.7 30.8% -5%
Industrial
CapitaLand Ascendas REIT industrial 2.86 9,646 5.2%| 55% 13 37.8% -6%
ESR-Logos REIT industrial 0.26 1,533| 8.8%| 8.8% 0.8 36.5% -19%
Mapletree Logistics Trust logistics 1.35 5194| 6.2%| 6.1% 1.0 39.6% -22%
Frasers Logistics & Commercial Trust logistics + office 1.08 3,113 6.5%| 6.5% 0.9 33.2% -6%
Mapletree Industrial Trust data centres + industrial 242 5263 55%| 55% 13 39.1% -4%
Keppel DC REIT data centres 2.13 2,815 43%| 4.4% 1.6 35.8% 9%
Office
Suntec REIT office 1.23 2,749 5.0%| 5.4% 0.6 42.3% 0%
Keppel REIT office 0.90 2,621| 6.6%| 6.6% 0.7 41.3% -4%
Manulife US REIT US office 0.09 155| 0.0%| 0.0% 0.2 56.3% 9%
Elite Commercial REIT UK office 0.27 210( 10.4%| 11.5% 0.6 41.4% -4%
Retail
Frasers Centrepoint Trust retail 2.36 3,276 5.1%| 5.2% 10 39.1% 4%
Paragon REIT retail 0.89 1,929 5.2%( 5.0% 10 29.9% 0%
Starhill Global REIT retail 0.50 869 7.4%| 7.6% 0.7 36.8% -5%
Sasseur REIT China retail 0.69 659| 9.1%| 9.4% 0.8 25.3% 1%
Integrated
CapitaLand Integrated Commercial Trust | retail + office 212 10,951| 51%| 52% 10 39.8% 3%
Lendlease Global Commercial REIT retail + office 0.59 1,066 6.7%| 6.7% 0.8 40.9% -9%
Mapletree Pan Asia Commercial Trust retail + office + industrial 1.35 5,444 6.3% 6.5% 0.8 40.5% -14%
OUE REIT hospitality + retail + office 0.29 1,222 6.9%| 7.6% 0.5 38.7% 2%
Cromwell European REIT industrial + office 143 899 9.8%| 9.7% 0.7 38.9% 1%
Healthcare
Parkway Life REIT healthcare 3.73 1,731 4.0% 4.0% 1.6 35.3% 2%

Source: Bloomberg, CIMB Chief Investment Office
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Disclaimer

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 law or regulation.

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and
agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law. This publication is being
supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form
by any means or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of
CIMB Bank Berhad and CIMB Investment Bank Berhad (collectively, “CIMB Bank”).

CIMB Bank, its affiliates and related companies (collectively, “CIMB Group”) and their respective directors, associates, connected parties and/or employees may own
or have positions in securities of the company(ies) covered in this research 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, CIMB Group may do and may seek to do business with the company(ies) covered in this research report
and may from time to time act as market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them
from customers on a principal basis and may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such
company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report. The views expressed in this report accurately
reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or
indirectly related to the inclusion of specific recommendations(s) or view(s) in this report. CIMB Bank prohibits the analyst(s) who prepared this research report from
receiving any compensation, incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a
particular company. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or
the performance of his/their recommendations and the research personnel involved in the preparation of this report may also participate in the solicitation of the
businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing, among other things, may give rise to
real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.

i. As of 28 August 2024, CIMB Investment Bank Berhad has a proprietary position in the following securities in this report:
NIL.

i. As of 28 August 2024, the analyst, Mabel Tan Su Mei, has an interest in the securities in the company or companies covered or recommended in this report:
CapitaLand Ascendas REIT, Mapletree Industrial Trust, Frasers Logistics & Commercial Trust.

This report has been produced for information purposes with the information contained in this report, believed to be correct at the time of issue and does not purport
to contain all the information that a prospective investor may require. CIMB Group makes no express or implied warranty as to the accuracy or completeness of any
such information and opinion contained in this report. Nothing in this report is intended to be, or should be construed as an invitation by any company within CIMB
Group to buy or sell, or as an invitation to subscribe for, any securities. The price and value of any investments and indicative incomes herein contained may
fluctuate either positively or negatively. All references to past performances is not a guide to any future performance. It should be noted that investments in emerging
markets are subject to increased levels of volatility than more established markets. Some of the reasons for this volatility relates to the respective economy, political
climate, credit worthiness, currency and general market within that country. When investing in investments denominated in a foreign currency these transactions are
also subject to fluctuation in exchange rates.

The information in this report is subject to change without notice by CIMB Bank. Neither CIMB Bank nor any of its affiliates or related companies, advisers or
representatives are obliged to update any such information subsequent to the date hereof. Because it is not possible for CIMB Bank to have regard to the investment
objectives, financial situation and particular needs of each person who reads this report, the information contained in it may not be appropriate for all persons. CIMB
Bank is not acting as an advisor or agent to any person to whom this report is directed in respect of its contents. You, the recipient of this report must make your own
independent assessment of the contents of this document, and should not treat such content as advice relating to legal, accounting, taxation, technical or investment
matters. Please contact your Private Banker, Relationship Manager or walk into your nearest CIMB Branch to discuss any information contained within or prior to
acting in reliance of any information contained within this report.

Neither CIMB Group nor any of their directors, employees or representatives are to have any liability (including liability to any person by reason of negligence or
negligent misstatement) whether pecuniary or not from any statement, opinion, information or matter (express or implied) arising out of, contained in or derived from
or any omission from the report, except liability under statute that cannot be excluded.



