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Joanne Goh A relatively more dovish FED will set the tone for S-REITs
Strategist to perform well in 2019, with an expectation of a
compression in yield spreads. While most S-REITs are
projected to still face higher interest costs during
refinancing, we take comfort that impact on distributions
will be marginal. Our sensitivity analysis showed that a
1% hike in interest rates will cut FY19-20F distributions by
1.1-1.2%.

Please direct distribution queries to Macro uncertainties amidst global trade tensions will

Violet Lee +65 68785281 violetleeyh@dbs.com likely weigh on investors’ minds in 2019, resulting in a
continued search for protection in yield plays like S-REITs.

The sector currently trades at 5.5% dividend yield and a

#1 Bet on more rate hikes by the Fed
#2 Looking for USDSGD to hit 1.40
#3 Long Indonesian equities

yield spread of 3.4% over Singapore 10-year government

#4 Support for high grade credit, especially BBB bond yields, which is in line with historical average, hence
#5 Bullish 10Y China govvies attractive in our view.
#6 Short AUD
#7 We'like shf)rt-dated Chinese BBs for carry Singapore REITS sector — historical dividend yield and
#8 India govview curve to steepen yield spread vs Singapore 10-year bond yield
#9 Short CNY
(%)
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H 0,
yield of 5.5% for the sector Source: Thomson Reuters, DBS

Year 2018 was a record year for acquisitions with the
REITs collectively acquiring close to S$S10bn worth of
assets, raising S$4.5bn in new equity. This will partially
drive a projected acceleration in DPUs from 1.9% in 2019
to 2.3% in 2020. Supporting higher DPU growth is a
cyclical upturn in rents across the different property
submarkets as supply pressures ease, offsetting
headwinds from higher borrowing costs. REITs in the
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commercial (including retail) and logistics subsectors are
expected to grow at the higher end of that range.

We are cautious that uncertainty from a slowing
economy will result in potential downside in
“expectations” on more cyclical sectors like the office,
hotel and industrial (factory space) subsectors where
demand for space has historically been most closely co-
related to Singapore’s economic growth. We prefer to
stay vested in the more resilient retail and industrial
(warehouse and business parks) subsegments given their
domestic focus and fairly sticky demand respectively.
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Sources: Data for all charts and tables are from CEIC, Bloomberg and DBS Group Research (forecasts and transformations).

Disclaimer:

The information herein is published by DBS Bank Ltd and PT Bank DBS Indonesia (collectively, the “DBS Group”). It is based on information obtained
from sources believed to be reliable, but the Group does not make any representation or warranty, express or implied, as to its accuracy, completeness,
timeliness or correctness for any particular purpose. Opinions expressed are subject to change without notice. Any recommendation contained herein
does not have regard to the specific investment objectives, financial situation & the particular needs of any specific addressee. The information herein
is published for the information of addressees only & is not to be taken in substitution for the exercise of judgement by addressees, who should obtain
separate legal or financial advice. The Group, or any of its related companies or any individuals connected with the group accepts no liability for any
direct, special, indirect, consequential, incidental damages or any other loss or damages of any kind arising from any use of the information herein
(including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if the Group or any other person
has been advised of the possibility thereof. The information herein is not to be construed as an offer or a solicitation of an offer to buy or sell any
securities, futures, options or other financial instruments or to provide any investment advice or services. The Group & its associates, their directors,
officers and/or employees may have positions or other interests in, & may effect transactions in securities mentioned herein & may also perform or seek
to perform broking, investment banking & other banking or financial services for these companies. The information herein is not intended for distribution
to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation. Sources for all
charts & tables are CEIC & Bloomberg unless otherwise specified.

DBS Bank Ltd., 12 Marina Blvd, Marina Bay Financial Center Tower 3, Singapore 018982. Tel: 65-6878-8888. Company Registration No. 196800306E.
PT Bank DBS Indonesia, DBS Bank Tower, 33" floor, Ciputra World 1, Jalan Prof. Dr. Satrio Kav 3-5, Jakarta, 12940, Indonesia. Tel: 62-21-2988-4000.
Company Registration No. 09.03.1.64.96422.
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