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FYE Dec (THB m) FY21A FY22A FY23E FY24E FY25E
Revenue 3,502 4,864 5,822 5,734 7,169
Net property income 3,252 4,536 5,241 5,149 6,085
Core net profit 377 1,393 1,960 1,707 2,817
Core EPU (THB) 0.15 0.54 0.76 0.66 0.79
Core EPU growth (%) (78.3) 262.0 40.7 (12.9) 18.8
DPU (THB) 0.60 1.14 1.1 1.12 1.13
DPU growth (%) (32.0) 88.5 (2.4) 0.9 0.9
P/NTA (x) 1.5 1.5 0.8 0.6 1.0
DPU yield (%) 3.0 5.8 10.4 10.5 10.6
ROAE (%) 2.8 6.3 9.1 5.3 0.4
ROAA (%) 0.5 1.7 2.4 1.9 3.1
Debt/Assets (x) 0.29 0.29 0.27 0.25 0.46
Consensus DPU - 1.26 1.31 1.12
MIBG vs. Consensus (%) (11.9) (14.5) 0.9
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shopping malls,

office buildings and a hotel. CPNREIT's main sponsor

is Central Pattana.
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CPN Retail Growth REIT

Value Proposition

CPNREIT owns leasehold rights of seven shopping malls, four
office buildings and one hotel.

Originally founded under a property fund structure, CPNRF
converted to CPNREIT in Dec 2017 because the SEC no longer
allows asset injection to property funds.

All assets were injected to CPNREIT by Central Pattana (CPN
TB), which is a major shareholder (30.3% stake) and a
property manager of CPNREIT.

Shopping malls contributed 78% of 1Q23 revenue; office
buildings contributed 15% of the revenue, and the Hilton
Pattaya hotel contributed 7% of the revenue.

CPNREIT’s revenue breakdown in 1Q23
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Financial Metrics

CPNREIT ended FY22 with THB4.5b net property income
(+40% YoY). Key revenue drivers were i) average occupancy
rates remaining high (>90%) and ii) a sharp drop in malls’
rental discount from 37% in FY21 to 14% in FY22.

The post-Covid-19 recovery of domestic economy and
international tourist arrivals lead use to forecast FY23E net
investment income of THB2.2b (+59% YoY).

We expect interest-bearing-debt-to-TAV ratio to rise from
39% in FY22 to 47% in FY25E, assuming that unitholders
approve the lease extensions at Pinklao (THB2.3b debt) and
Rama 2 (THB13.4b debt). We then expect the gearing ratio
to gradually drop from FY26E onwards.

Interest-bearing-debt-to-TAV ratio
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Price Drivers

Historical share price trend
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1. CPNREIT was trading at a rich valuation of >2.6x P/NAV
ratio.

2. Covid-19 outbreak hit the share price in March 2020.

3. Waves of Covid-19 outbreak led to substantial rental
discounts at shopping malls, leading to lower revenue and
profit for CPNREIT.

4. Share price stabilising thanks to declining rental discount.
Malls’ rental discount was 17% in 1Q22, down from 27% in
4Q21 and 1Q21.

5. Investors became worried about the lease extensions at
Central Pinklao and Central Rama 2 and their implications
for CPNREIT’s DPU.

Swing Factors
Upside

= Strong quarterly earnings performance.
= Unitholders’ approval of the lease extensions at Central
Pinklao and Central Rama 2.

Downside

= Failure of lease extensions at Central Pinklao and Central
Rama 2, resulting in lower DPU.

= Recession and its negative impact on occupancy rates and
rental rates at shopping malls.

= Other external shocks (i.e. political instability, terrorist
attacks and disease outbreaks) that may keep shoppers at
home and result in weak consumer purchasing power.
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Risk Rating & Score? 11.7
Score Momentum? 0.0
Last Updated 21 Mar 2022
Controversy Score? N/A

= In 2022, CPNREIT was recognised as a member of S&P Global Sustainability Yearbook 2023 for the second year. CPNREIT also
participated in the Global Real Estate Sustainability Benchmark (GRESB) assessment and rating for the second year in a row.

= CPNREIT’s ESG disclosure is strong, signalling a high degree of accountability. Also, the REIT has not been implicated in any ESG-
related controversies. Nevertheless, the initiatives are not sufficient to manage all of its risks; for example, it does not have a

long-term carbon emission goal.

Material E issues

= As Thailand’s economic sectors began to reopen in 3Q21,
CPNREIT has generated more waste and utilised more
natural resources in 2022.

= There were 7.5k tons of waste in 2022 (+60% YoY). On the
positive side, waste diverted from disposal (reusing,
recycling and offsite composting) rose 81% YoY to 710 tons.

= Scope 1 and 2 greenhouse gas emissions were 40k tons of
CO2e in 2022, up from 32k tons of CO2e in 2021 but still
below 42k tons CO2e in 2019. Scope 1 and 2 GHG emissions
were 70 kg CO2e per sgm of floor area, up from 56 kg per
CO2e per sgm but still much lower than 104 kg per CO2e in
2019.

= The GHG emission intensity in 2022 was below the 2019
level due to cost-saving initiatives related to utilities and
higher electricity production from solar rooftops.

= Renewable energy as a percentage of total energy
consumption rose from 0% in 2019 to 2% in 2022.

Material S issues

= Forty four percent of CPNREIT’s workforce was female in
2022, on par with 2021 level. The top five management staff
were all men, and 13 out of 25 middle-management
employees were female.

=  Employees received 20 training hours on average in 2022,
down from 25 in 2021 but up from 11 hours in 2020.

= |n 2022, CPNREIT recruited 41 employees, 31 of which were
female.

= Employee engagement score was 82 in 2022, up from 78 in
2021. CPNREIT has done zero layoff during 2019-22.

= Pay gap among middle and junior management staff was
almost non-existent. The male:female remuneration ratio
was 1.00:0.99.

Key G metrics and issues

In 2022, the board of directors comprised five people (1
male and four females). There were two independent
directors while the remaining three directors were the
management staff from Central Pattana (CPN TB) and its
subsidiary, Siam Futures. CPN holds 30.3% stake in
CPNREIT.

The trust paid THB162m management fees to a REIT
manager, CPN REIT Management Company, in FY22 (12% of
FY22 net investment income). CPN REIT Management, a
wholly-owned subsidiary of CPN’s, will receive a monthly
management fee from the Trust at the rate not exceeding
1% per annum of total assets value, but not less than
THB15m each year. The fee increases by 3% pa.

KPMG Phoomchai Audit Ltd was CPNREIT’s auditor in 2022.
The average board meeting attendance was 100% in 2022,
up from 96% in 2021.

The REIT has had no active litigations related to anti-
competitive and anti-trust behaviours in 2019-22.

1Risk Rating & Score - derived by Sustainalytics and assesses the company’s exposure to unmanaged ESG risks. Scores range between 0 - 50 in order of increasing
severity with low/high scores & ratings representing negligible/significant risk to the company’s enterprise value, respectively, from ESG-driven financial impacts. 2Score
Momentum - indicates changes to the company's score since the last update - a negative integer indicates a company’s improving risk score; a positive integer indicates
a deterioration. 3Controversy Score - reported periodically by Sustainalytics in the event of material ESG-related incident(s), with the impact severity scores of these
events ranging from Category 0-5 (0 - no reports; 1 - negligible risks; ...; 5 - poses serious risks & indicative of potential structural deficiencies at the company).
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1.1

Fig 1: Net property income (rental revenue after operating Fig 2: Net property income from FY33E to FY37E

Investment thesis

Sustainable DPU trend depend on lease extensions

After a projected 2% drop in FY23E DPU to THB1.11, we forecast gradual
increases in DPU over the next decade (FY23-34E CAGR of 1%), assuming
that CPNREIT unitholders approve the two lease extensions at Central
Pinklao and Central Rama 2, which collectively contributed 50% of
CPNREIT’s revenue in 1Q23. In the long run, we forecast the DPU to drop to
THB1.0 in FY35E (-20% YoY) when the lease agreements at Central Marina
Pattaya and Central Pinklao (factoring in the proposed 10-year extension)
expire.

The proposed lease renewals at Pinklao (15-year extension ending in Dec
2039) and Central Rama 2 (10-year extension ending in Aug 2035) will cost
c.THB26b, including transaction costs.

expenses) from FY22 to FY34E

Securities
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Fig 3: DPU from FY22 to FY34E Fig 4: DPU from FY33E to FY37E
THB/sh DPU THB/sh DPU
1 14
1.24 1.25
1.25
1 11
1
1
1
L 0.58 0.60 0.60
1.11 1
1]
o
1 o
2022 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E 2034E 0 2033E 2034E 2035E 2036E 2037E
Source: Company, MST Source: Company, MST
Fig 5: Lease expiries during FY34-35E
Revenue contribution (% of
Lease end  NLA (sqm) as of end-1Q23  CPNREIT's 1Q23 revenue)
Central Rama 2 Aug-35 88,605 24%
Central Marina Apr-35 15,439 2%
Unilever House Nov-34 18,527 3%
Total 122,571 29%
Source: Company, MST

July 25, 2023
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1.2

Fig 6: Key assumptions for the DCF-based target price of

Initiate coverage with BUY and TP of THB11.0

We initiate coverage on CPNREIT with a BUY due to FY23E dividend yield of
10%. Our end-FY24E TP of THB11.0 is based on DCF method (6.0% WACC)
and 3,568m number of shares (vs 2,568m shares now) as we assume that a
successful capital raising in 2H24E will bring about 1,000m additional
shares. We forecast the THB26b lease extensions at Pinklao and Rama 2 to
be financed by THB10.5b equity and THB15.7b debt.

Including the two lease extensions, CPNREIT offers 8.8% IRR and 21.9 years
of remaining lease (NLA-weighted average lease duration for shopping malls
and office).

€ Maybank
itie:

Securities

Fig 7: Proposed sources of fund for the two lease extensions at

THB11.0 Pinklao and Rama 2 (to be considered and approved at the EGM
on 31 Jul 2023)
Key assumptions Equity
Equity value 39,352 Value c.THB10b
Fully-diluted number of shares 3,568 New units (maximum) 1,100 million
End-FY 24 target price Offering types fo.r the n.ew units
Preferential public offering 50% or more
Private placement and/or public offering 50% or less
WACC 6.0%
Cost of equity 7.7% Debt
Cost of debt 3.0% Value (maximum) THB18b
Source: Company, MST Source: Company, MST
1.3 Key risks are e-commerce platforms and recessions

1.3.1  Competition against e-commerce platforms

Rising adoption of online shopping implies a risk of e-commerce platforms
taking retail market share from physical retail space and potentially hurt
CPNREIT’s rental income. Nevertheless, Thailand’s e-commerce sales
growth has eased from a 2019-21 CAGR of 99% to sales growth of 8% in FY22
following the reopening of physical retail spaces. The mixed-used nature of
CPN’s and CPNREIT’s projects (customers at residential projects, hotels and
office buildings can offer baseline traffic for shopping malls) should help
sustain revenue levels at CPNREIT’s shopping malls over the next 3-5 years

1.3.2 Recessions

Declines in consumer purchasing power during a recession could lead to
decreases in occupancy and rental rates in the retail business. While
CPNREIT should remain resilient amid short-term economic and external
shocks thanks to fixed rental contracts, prolonged disruptions could force
the trust to offer rental discounts to tenants.

1.3.3 No lease extensions at Pinklao and Rama 2

Without the lease extensions, our worst-case scenario implies DPU of
THB1.00 in FY25E (-34% YoY) and THBO.77 in FY26E (-23% YoY) as the Pinklao
lease will expire in Dec 2024 and the Rama 2 lease will expire in Aug 2025

July 25, 2023
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Fig 8: Our forecasts of DPU with lease extensions at Pinklao and Fig 9: Our forecasts of DPU without lease extensions at Pinklao

Rama 2 (base case in our model) and Rama 2 (worst-case scenario)
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2.

2.1

Fig 10: Revenue contribution by asset category in 1Q23

REIT information

Investor in shopping malls, offices and hotel

CPN Retail Growth Leasehold (CPNREIT TB) owns leasehold rights for seven
shopping malls, four office buildings and one hotel. The REIT has 362k sqm
of net leasable area for shopping malls and office buildings and 304 hotel
rooms. As of end-1Q23, the assets had average leasehold life of 32 years,
including the lease extension for Central Rama 2. The average occupancy
rate was 92% for shopping malls and office while the hotel occupancy rate
was 88%.

Shopping malls contributed 78% of 1Q23 revenue; office buildings
contributed 15% of the revenue, and the Hilton Pattaya hotel contributed
7% of the revenue. The three asset classes have enjoyed high occupancy
rates (except for the hotel during FY20-21).

Fig 11: Revenue contribution by location in 1Q23
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Revenue breakdown in 1Q23

Marina Pattaya

2.0%
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Unilever House7'0%
3.0%
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8.0%

Lampang
5.0%
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78%

Chiangmai

Revenue breakdown in 1Q23

Pattaya Beach

_— Pinklao office

Source: Company, MST

Fig 12: Average occupancy rate by asset category

Source: Company, MST

Fig 13: Rental structure of retail and office projects
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2.2 Seven shopping malls (NLA of 250k sqm)

Source: Company, MST

CPNRENT has leasehold rights for Central Rama 3, Central Rama 2, Central
Pinklao, Central Chiangmai Airport, Central Pattaya, Central Marina and
Central Lampang. A common structure of a leasehold right consists of: i)
CPN agrees to a 30-year lease with a landlord; ii) CPN develops a shopping
mall on the land plot and fills the mall with tenants; and iii) CPN sublease
the mall to CPNREIT (leasehold right has duration of 30 years or less).

July 25, 2023



CPN Retail Growth REIT

Securities

Fig 14: CPNREIT’s assets as of end-1Q23

Occupancy rate (%)

Lease end NLA (sqm) 1Q21 4Q22 1Q23
Central Rama 3 Aug-95 36,040 94% 95% 96%
Central Rama 2 Aug-35 88,605 95% 96% 95%
Central Pinklao Dec-39 27,711 100% 97% 98%
Central Chiangmai Airport Apr-44 36,714 97% 96% 96%
Central Pattaya Aug-37 29,388 92% 92% 92%
Central Marina Apr-35 15,439 94% 87% 89%
Central Lampang Dec-41 16,363 94% 92% 94%
Pinklao Office Tower A Dec-39 22,762 81% 87% 85%
Pinklao Office Tower B Dec-39 11,334 90% 81% 80%
The Ninth Towers Apr-47 58,914 82% 86% 87%
Unilever House Nov-34 18,527 100% 100% 89%
Total/average 361,797 92% 93% 92%
Hitlon Pattaya Aug-37 304 rooms 20% 85% 88%

= shopping malls

= office buildings
= hotel

Source: Company, MST

2.3 Four offices (NLA of 112k sqm) and one hotel (304
rooms)

CPNREIT’s four office buildings are Pinklao Tower A, Pinklao Tower B, The
Ninth Towers and Unilever House, the last two of which were acquired from
Gland Office Leasehold REIT (no longer operational) on 31 Mar 2020. The
trust also receives revenue sharing from Hilton Pattaya Hotel until August
2037.

2.4 CPN holds 30% stake in CPNREIT

Establishing CPNREIT has allowed to CPN to recycle its capital (developing
malls and injecting them into REIT), maintain healthy leverage ratios, and
expand its business more rapidly. For example, CPN sold two shopping
malls, Central Marina Pattaya and Central Lampang, to CPNREIT in 2021,
resulting in a before-tax extra gain of THB2.7b for CPN. CPN also holds a
25% stake in a property fund call CPNCG, the owner of Central World
Offices, but the SEC rules no longer support asset injection into property
funds.

July 25, 2023 8
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3. The proposed lease extensions at Central
Pinklao and Central Rama 2

3.1 Lease extensions can sustain DPU in the long run

CPNREIT plans to renew the subleases with CPN at Central Pinklao (current
lease will expire on 31 Dec 2024) and Central Rama 2 (current lease will
expire in 15 Aug 2025) at a combined cost of THB25.0b (vs the appraised
value of THB24.7b - THB25.3b by two independent appraisers). The overall
cost for CPNREIT should be THB26.2b, including c. THB1b transaction costs
(fees related to financial consultants, independent financial advisors, and
fund raising).

The lease extensions should help sustain the REIT’s net property income
and DPU over the next decade (FY23-34E CAGR of 1%) because the two
shopping malls have contributed c.50% of CPNREIT’s revenue and EBITDA
annually.

Fig 15: 15-year lease extension at Central Pinklao

Central Pinklao

*15-year lease extension, which lasts from 1 Jan 2025 to 31 Dec 2039
*THB12.2b payment is due in Dec 2024 (THB12.7b, including transaction costs)
*CPNREIT has the right to extend the lease for 7 years and 5 months

*Source of fund = THB10.5b equity and THB2.3b debt

*The equity portion (maximum of 1,100 new shares) will come from i) existing unitholders (50% or
more), ii) private placement and/or public offering (50% or less)

Source: Company, MST

Fig 16: 10-year lease extension at Central Rama 2

Central Rama 2

*10-year lease extension, which lasts from 16 Aug 2025 to 15 Aug 2035
*THB12.9b payment is due in Aug 2025 (THB13.3b, including transaction costs)
*Source of fund = 100% debt

Source: Company, MST

Fig 17: Net property income (rental revenue after operating Fig 18: DPU from FY22 to FY34E
expenses) from FY22 to FY34E
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CPNREIT will need to raise approximately THB26.2b in equity (THB10.5b)
and debt (THB15.7b) to finance the two lease renewals. Out of the total
THB26.2b, the THB12.7b will be for the Pinklao mall and THB13.3b will be
for Rama 2 mall. At least 75% of the eligible unitholders will need to approve
the lease renewals and capital raising at the EGM on 31 July 2023 for the
transactions to go through.

July 25, 2023 9
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Fig 19: Timeline of lease extensions
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Fig 20: Summary of EGM agenda
Agenda Remark

Agenda 1

Agenda 2

Agenda 3

Agenda 4

Agenda 5

Agenda 6

a) additional investment and renovation at Central Pinklao
b) change of lease conditions at Central Rama 2
c) entering into connected transactions

a) cancellation of resolution of the EGM in Nov 2019 (Central Rama 2)
b) capital increase for investments at Central Pinklao and Central Rama 2

a) cancellation of resolution of EGM in Nov 2019 (Central Rama 2)
b) allocation of new trust units

-Preferential public offering

-Private placement and/or public offering

Amendment to the Trust Deed to be in line with the lease renewals

Amendment to the Trust Deed regarding unitholders' meetings

To consider other matters (if any)

THB12.2b for lease extension and THB1.1b for renovation
Change the extension from 30-year lease (THB25.4b) to 10-year lease (THB12.9b)

Unitholders had previously approved the capital increase for lease renewal at Rama 2
Maximum of 1,100m units

Unitholders had approved the allocation of new trust units for lease renewal at Rama 2
Maximum of 1,100m units
50% or more
50% or less

Source: Company, MST

3.2 15-year extension at Central Pinklao (THB12.8b)

15-year lease extension at a price of THB12.8b

CPNREIT’s sublease with CPN at Central Pinklao will expire on 31 Dec 2024.
CPNREIT is planning for a 15-year lease extension (ending on 31 Dec 2039).
CPNREIT will also have the right to extend the lease for another seven years
and five months to 31 May 2047 at a to-be-determined price.

We estimate the sources of fund for the 15-year lease extension at Central
Pinklao will be 82% equity (THB10.5b) and 18% debt (THB2.3b).

THB1.1b capex for renovation during FY24-25E

CPN, the property manager, has proposed the renovation of Central Pinklao,
which will require THB1.1b outlay from CPNREIT. The renovation will be
done in phases during FY24-25E while the mall will remain open. The mall
renovation will be financed by CPNREIT’s internal cashflows (cash reserved

from FY23-25E profit).
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Fig 21: The lease renewal at Central Pinklao will cost
c.THB12.8b (equity:debt financing of 80:20)

€ Maybank
itie:

Securities

Fig 22: The lease renewal at Central Rama 2 will cost
c.THB12.9b (100% debt financing)

Central Pinklao (Dec 2024)

18%

THB12.8b

82%

Debt Equity

Central Rama 2 (Aug 2025)

THB13.4b

100%

Debt Equity

Source: Company, MST

Source: Company, MST

3.3 10-year extension at Central Rama 2 (THB13.4b)

In 2020, CPNREIT signed a lease extension contract with CPN for Central
Rama 2. Under this agreement, CPNREIT planned to pay THB25.4b to CPN
for a 30-year lease extension when the current lease expires in Aug 2025.
However, the terms and conditions have been re-negotiated, and CPNREIT
now plans to extend the lease for only 10 years (16 Aug 2025 - 15 Aug 2035)

at a price of THB13.4b, including transaction costs.

CPNREIT will use debt (debentures and/or bank loans) to finance the 10-

year lease extension at Central Rama 2.
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4.1

Financial analysis

Continued profit growth on post-Covid recovery

We forecast FY23E net investment income of THB2.0b (+41% YoY) on the
back of THB5.2b net property income (+16% YoY); profit growth should
outperform revenue growth thanks to financial leverage as we forecast
finance costs to grow only 7% in FY23E. Key projected revenue drivers are
i) 46% YoY jump in hotel revenue to THB378m in FY23E, ii) a decrease in
shopping mall rental discounts to 4% in FY23E from 14% in FY22, and iii)
increases in revenue from revenue-sharing contracts. In 1Q23, 63% of
CPNREIT’s revenue was based on fixed-rent contracts while the remaining
37% was based on percentage of tenants’ sales.

The declining rental discount at CPNREIT’s malls is being supported by
improving customer traffic and hence tenants’ rising sales as the impact of
the Covid-19 outbreak on the retail industry fades. We expect FY23E
customer traffic to be 85% of the pre-Covid level, up from 69% in FY22.

Securities

Fig 23: Projected core EPU

Fig 24: Projected DPU
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Fig 25: Quarterly rental discount and customer traffic (when
compared to pre-Covid level) at shopping malls

Source: Company, MST

Fig 26: We forecast mall rental discounts to drop from 14% in
FY22 to 4% in FY23E on improving customer traffic
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A hiccup in FY24E profit before a sharp rebound in FY25E

In FY24E, we forecast THB1.7b net investment income (-13% YoY) due to a
2% YoY decrease in net property income. The drop in rental income should
stem from special discounts for some tenants (c.THB400m) at Central
Pinklao during its minor renovation. Despite the revenue and earnings
declines, we forecast FY24E DPU of THB1.12 (+1% YoY) thanks to an increase
in dividend payout ratio from 74% in FY23E to 76% in FY24E. The calculation
of payout ratio is based on distributable income, which is net investment
income after adjustments for non-cash items.
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Fig 27:
adjustments for non-cash items)

In FY25E, we forecast THB2.8b net investment income (+65% YoY) on the
back of THB6.1b net property income (+18% YoY), which is supported by the
decrease in special rental discount at Pinklao and an increase in NLA at
Rama 2 shopping mall from 88.6k sqm to 97.7k sqm after 15 Aug 2025. The
additional NLA of 9.1k sgm at Rama 2 is part of the proposed 10-year lease
extension. We forecast FY25E DPU of THB1.13 (+1%); despite 1,000m
additional shares, we expect a stable DPU as CPNREIT can raise the dividend
payout ratio to 96% in FY25E from 76% in FY24E.

Securities

Distributable income (net investment income after Fig 28: We expect CPNREIT to fine-tune its dividend payout

ratio each year to sustain stable DPU
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A slight drop in FY23E DPU before gradual long-run rise

After the 2% drop in FY23E DPU to THB1.11, we forecast gradual increases
in DPU over the next decade (FY23-34E CAGR of 1%), assuming that CPNREIT
unitholders will approve the two lease extensions at Central Pinklao and
Central Rama 2, which collectively contributed 50% of CPNREIT’s revenue
in 1Q23.

Gearing ratio to peak at 46% in FY25E

Debt drawdowns should occur in Dec 2024 for Pinklao (THB2.3b debt) and
Aug 2025 for Rama 2 (THB13.4b debt). As a result, we expect interest-
bearing-debt-to-TAV ratio to rise from 39% in FY22 to 46% in FY25E. The
increase in leverage ratio leads us to forecast an average cost of debt of
3.0% in FY25E, up from 2.6% in FY22. Nevertheless, we expect the gearing
ratio to gradually drop from FY26E onwards.

In 1Q23, CPNREIT had THB23.0b interest-bearing debt with 2.76% average
cost of debt. Of the total debt, THB5.6b were bank loans (floating interest
rates), and THB17.4b were debentures (fixed interest rates).
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Fig 29: We forecast ITB-to-TAV ratio to peak at 46.3% in FY25E

from 2.6% in FY22 to 3.0% in FY25E
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Fig 30: We forecast CPNREIT’s effective interest rate to rise
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Source: Company, MST

4.4 CPN willing to raise stake in CPNREIT to 40%

4.5

To ensure the success of the lease extensions at the two malls (Pinklao and
Rama 2), CPN is willing to increase its stake in CPNREIT from 30% to 40% or
subscribe for up to c.THB6b of new equity.

Long-term upside risk from future asset injection

CPN has 38 shopping malls (1.7m sqm of NLA) and 17 community malls (173k
sqm of NLA), representing upside risk for CPNREIT in terms of future asset
injection. Nevertheless, we expect no asset injection during FY23-25E as
the trust fund is focusing on the lease extensions at Pinklao and Rama 2.
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5.

5.1

Fig 31: Quarterly rental discount and customer traffic (when

Review of FY22 and 1Q23 performance

270% profit growth in FY22

CPNREIT ended FY22 with THB1.4b net investment income (+270% YoY) on
the back of THB4.5b net property income (+40% YoY); bottomline growth
outperformed revenue growth thanks to financial leverage (interest
expense grew only 8% YoY in FY22). Key revenue drivers were i) average
occupancy rates at malls and office buildings remaining high (>90%), ii) a
sharp drop in malls’ rental discount from 37% in FY21 to 14% in FY22, and
iii) improved average room rate and occupancy rate at Hilton Pattaya.

Of FY22 revenue, 78% came from malls, 17% came from offices and 5% came
from hotel. Rental revenue from malls and office buildings grew by 53% YoY
and 11% YoY, respectively. The hotel business generated revenue of

THB260m in FY22, up from THB59m in FY21.

compared to pre-Covid level) at shopping malls

ybank
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Fig 32: Net property income (revenue) and net investment

income (core profit)
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Fig 33: Quarterly occupancy rate Fig 34: Annual DPU
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5.2 Strong net investment income in 1Q23 (+64% YoY)

CPNREIT generated 1Q23 net investment income of THB440m (+64% YoY,
+16% QoQ) on the back of THB1.3b net property income (+25% YoY, +3%
QoQ). Revenue growth continued to be driven by declining rental discount
for mall tenants. The trust also experienced revenue increases from
promotion areas (i.e. more public events) and the hotel business.

1Q23 net investment income accounted for 21% of our full-year forecast.

1Q23 DPU was THBO.322.
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Fig 35: 1Q23 net investment income THB440m (+64% YoY, +16% QoQ) on THB1.3b net property income (+25% YoY, +2.9% QoQ)

Revenue breakdown by segment in 1Q23
Of CPNREIT’s 1Q23 revenue, 78% came from malls, 15% came from offices
and 7% came from hotel.

Retail revenue grew by 23% YoY due to a decline in rental discount. Rental
discount was 4% in 1Q23, down from 17% in 1Q22 and 9% in 4Q22. Also, there
were revenue increases from revenue-sharing contracts and promotion
areas.

Office revenue rose by 4% YoY due to increases in occupancy rates at the
Ninth Towers and Pinklao Tower A and lower rental discounts at Pinklao
Tower A and B.

Hotel revenue was THB93m (comprising THB62m fixed rent and THB31m
variable rent) in 1Q23. CPN resumed its rental payment for Hilton Pattaya
Hotel to CPNREIT in 2Q22.

Securities

1Q22 4Q22 1Q23 YoY QoQ FY23E YoY 1Q23 as % of FY23E

Rental and service revenue 1,084 1,308 1,348 24.4% 3.1% 5,822 19.7% 23.2%
Total Revenue 1,089 1,314 1,353  24.3% 3.0% 5,822 19.1% 23.2%
Cost of rent and services - 77 - 88 - 92 20.2% 4.4% 581 77.5% 15.9%
Net property income 1,012 1,226 1,261 24.6% 2.9% 5,241 15.0% 24.1%
Property management fees - 120 - 140 - 131 9.3% -6.2% 442  -10.7% 29.7%
EBITDA after PM fees 892 1,086 1,129  26.7% 4.0% 4,799 18.1% 23.5%
Fund expenses - 73 - 89 - 82 12.0% -8.0% 319 2.9% 25.6%

Net investment income before interest 819 997 1,048 28.0% 5.1% 4,480 19.3% 23.4%
Interest expenses - 549 - 618 - 608 10.6% -1.6% 2,520 6.7% 24.1%
Net investment income 269 379 440 63.5% 16.1% 1,960 40.7% 22.5%

Realised losses from investments 0 - 0 - 0 -167.9% 7849.9% - -100.0% NA

Unrealised gain (losses) from investments in

leasehold properties 196 - 262 194 -0.9% -174.1% 1,073  48.8% 18.1%
Total gains/(losses) from appraisal 197 - 262 194 -1.3%  -174.0% 1,073  49.5% 18.1%
Increase in net assets from operations 466 117 634 36.2% 442.0% 3,033 43.7% 20.9%
EPU 0.18 0.05 0.25 36.2% 442.0% 1.18 43.7% 20.9%
core EPU (derived from net investment income) 0.10 0.15 0.17  63.5% 16.1% 0.76 40.7% 22.5%
No. of trust units (m) 2,568 2,568 2,568 0.0% 0.0% 2568 0.0% 100.0%
DPU 0.24 0.32 0.32 35.9% 0.6% 1.512772  30.7% 21.3%

Source: Company, MST

5.3 2Q23E net investment income likely flattish QoQ

We forecast 2Q23E net investment income of THB443m (+23.9% YoY, +0.7%
QoQ) on the back of THB1.3b net property income (+11.7% YoY, +1.1% QoQ).
We expect revenue to be relatively flat QoQ as long holidays in 2Q usually
lead to lacklustre spending in shopping malls (some middle- and upper-class
Thais prefer to travel abroad).

On other hand, the YoY growth is coming from a low base in 2Q22 when the
economy was only beginning to enjoy the benefits of post-Covid reopening.
We forecast rental discount at 4% in 2Q23E, down from 17% in 2Q22. Also,
malls’ shopping traffic should be 80-85% of the pre-pandemic level in 2Q23,
up from 67% in 2Q22.

July 25, 2023



CPN Retail Growth REIT

Fig 36: We forecast 2Q23E net investment income of THB443m (+24% YoY, +0.7% QoQ) on THB1.3b net property income (+12%

YoY, +1.1% QoQ)

Securities

2Q22 1Q23 2Q23E YoY QoQ FY23E YoY 6M12E as % of FY23E

Rental and service revenue 1,218 1,348 1,362 11.8% 1.0% 5,822 19.7% 46.6%
Total Revenue 1,222 1,353 1,367 11.8% 1.0% 5,822 19.1% 46.7%
Cost of rent and services 82 92 92 13.1% 0.0% 581 77.5% 31.8%
Net property income 1,141 1,261 1,274 11.7% 1.1% 5,241 15.0% 48.4%
Property management fees 116 131 131 13.0% 0.0% 442  -10.7% 59.5%
EBITDA after PM fees 1,025 1,129 1,143 11.6% 1.2% 4,799 18.1% 47.4%
Fund expenses 73 82 82 11.9% 0.0% 319 2.9% 51.3%

Net investment income before interest 951 1,048 1,061 11.5% 1.3% 4,480 19.3% 47.1%
Interest expenses 594 608 618 4.1% 1.7% 2,520 6.7% 48.6%
Net investment income 358 440 443 23.9% 0.7% 1,960 40.7% 45.1%

Realised losses from investments 1 0 - -100.0% -100.0% - -100.0% NA

Unrealised gain (losses) from investments in

leasehold properties 498 194 194 -61.0% 0.0% 1,073  48.8% 36.2%
Total gains/(losses) from appraisal 499 194 194 -61.0% 0.2% 1,073  49.5% 36.2%
Increase in net assets from operations 856 634 637 -25.5% 0.5% 3,033 43.7% 41.9%
EPU 0.33 0.25 0.25 -25.5% 0.5% 1.18 43.7% 41.9%
core EPU (derived from net investment income) 0.14 0.17 0.17  23.9% 0.7% 0.76 40.7% 45.1%
No. of trust units (m) 2,568 2,568 2,568 0.0% 0.0% 2568 0.0% 200.0%
DPU 0.28 0.32 0.28 -0.5% -13.5% 1.51 30.7% 39.7%

Source: Company, MST
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6. Valuation and recommendation

6.1 Initiate coverage with BUY and THB11.0 TP

We initiate coverage of CPNREIT with a BUY due to an FY23E dividend yield
of 10%. Our end-FY24E TP of THB11.0 is based on DCF method (6.0% WACC)
and 3,568m number of shares (vs 2,568m shares now) as we assume a
successful capital raising in 2H24E. We forecast the THB26b lease
extensions at Pinklao and Rama 2 to be financed by THB10.5b equity and
THB15.7b debt. CPNREIT is trading at a record-low P/NAV of 0.83x, 2 s.d.
below its 5-year mean of 1.76x. Our TP implies a P/NAV of 0.86x.

For the capital raising exercise, we assume that CPNREIT will raise
THB10.5b by issuing 1,000m new shares at a price of THB10.5/sh. The actual
number of additional shares will depend on the market conditions at the
time of the capital raising (i.e. higher market price leads to lower amount
of new shares); adding 900-1,100m new shares implies a fair value range of
THB10.7 - THB11.3 per share at the end of FY24E.

Fig 37: DCF-based TP of THB11.0 (6.0% WACC) is based on cashflows from CPNREIT’s assets until the end of 2095E (THB m,
except per share value)

2022 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2095E
Cashflows from operation 3,924 5,580 4,325 5,802 6,006 6,023 6,271 6,510 3,081
Maintenance capex - 218 - 190 - 544 - 639 - 216 - 224 - 233 - 241 - 206
Capex for lease extensions at Rama 2 and Pinklao - 12,669 - 13,319
FCFF 3,707 5,389 - 8,888 - 8,157 5,790 5,798 6,038 6,269 2,875
Discount period 0 1 2 3 4 5 71
Present value of dividend - 7,693 5,151 4,865 4,779 4,680 45
Sum of PV of FCFF 59,556
Net debt at the end of FY24E 20,204
Equity value 39,352
Fully-diluted number of shares 3,568
End-FY24E target price
Upside/ (downside) to the TP 2.8%
Market price 10.70

WACC calculation

Cost of equity 7.7%
Risk-free rate 3.0%
Market return 10.4%
Beta 0.64
Cost of debt 3.0%
Equity weight 63.6%
Debt weight 36.4%
WACC 6.0%

Source: Company, MST
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Fig 38: CPNREIT is trading at a P/NAV ratio of 0.83x, approximately 2 s.d. below
its 5-year mean of 1.76x
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Fig 39: Peer comparison (as of 24 July 2023)
REITs and infrastructure funds BB ticker Market cap P/E ratio (x) Dividend yield
Target price Market price
(UsD m)  (local curr)  (local curr) Rating FY23E FY24E FY23E FY24E FY23E FY24E
CPN Retail Growth Leasehold CPNREIT TB Equity 796 10.70 BUY 13.4 16.1 9.3 5.3 10.4 105
Frasers Property Thailand Industrial FTREIT TB Equity 985 12.60 11.00 NA 13.1 13.1 8.2 8.1 6.8 6.9
WHA Premium Growth WHART TB Equity 1,073 12.80 10.70 NA 12.8 12.7 7.7 7.6 0.1 0.1
Digital Telecommunications DIF TB Equity 3,173 12.60 10.30 BUY 9.3 9.4 7.0 6.9 9.5 9.1
Jasmine Broadband Internet JASIF TB Equity 1,565 6.20 6.75 HOLD 5.9 8.9 10.8 7.3 13.6 8.6
10.9 12.0 8.6 7.0 8.1 7.0

Thailand - average

= MST's target price

= BB consensus

Source: Bloomberg, Company, MST
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7. Risks

7.1 Competition against e-commerce platforms

Substantial increases in online shopping could hurt demand for physical
retail space and CPNREIT’s rental income. According to the e-Conomy SEA
2022 report, E-commerce sales (B2C only) posted a 2019-21 CAGR of 99% as
waves of Covid-19 outbreak forced consumers to shop online. The online
sales growth then eased to 8% in FY22 following reopening of physical retail
spaces. Nevertheless, the report forecasts 2022-25 CAGR of 13% as 95% of
urban digital users have already adopted the usage of e-commerce
platforms, and B2C online sales accounted for 18% of retail sales in FY22.

Fig 40: Thailand B2C e-commerce sales Fig 41: % adoption across urban digital users
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Fig 42: Thailand’s retail sales Fig 43: B2C e-commerce sales as % of retail sales
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CPN, CPNREIT’s sponsor, has adjusted its strategy as it now aims to become
“Centre of Life” where people shop, eat, work, play and stay around the
clock. The mixed-used nature of CPN’s and CPNREIT’s projects (customers
at residential, hotel and office buildings can offer baseline traffics for
shopping malls) should help sustain revenue levels at CPNREIT’s shopping
malls over the next 3-5 years.

7.2 Poor economic conditions

Declines in consumer purchasing power during a recession could lead to
decreases in occupancy and rental rates in the retail business. In the figures
below, we use CPN’s quarterly same-store revenue growth as a proxy for
CPNREIT’s growth to show that there is a high correlation between
Thailand’s quarterly GDP growth and quarterly same store revenue growth.
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Fig 44: Quarterly GDP growth (YoY)

Securities

Fig 45: CPN’s quarterly same-store revenue growth (YoY)
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During a recession, some tenants in shopping malls might decide not to
renew their leases. Thirty six percent of retail and office space leases at
CPNREIT (based on tenants’ NLA) will expire in the final nine months of
2023.

Fig 46: Expiry profile of CPNREIT’s office and retail tenants as of end-1Q23
Expiry profile
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Source: Company, MST

7.3

7.4

Other external factors

Political instability, terrorist attacks and disease outbreaks may keep
shoppers at home and result in weak consumer purchasing power. While
CPNREIT should remain resilient amid short-term shocks thanks to fixed
rental contracts, prolonged external disruption could force the trust to
offer rental discounts to tenants. For example, CPNREIT gave rental
discounts of more than 25% to tenants during FY20-21 to help cushion the
negative impact of the Covid-19 outbreak. The discount has already
normalised to 4% in 1Q23, equivalent to the pre-Covid level.

Renewing subleases with CPN in FY35E

CPNREIT will have to renew two sublease contracts with CPN in FY35E if it
wants to sustain DPU levels. First, CPNREIT’s new 10-year lease at Central
Rama 2 (pending unitholders’ approval) will end in Aug 2035. This means
the REIT will need to raise funds (debt and equity) again if it wants to
extend the lease. Second, the existing lease at Central Marina Pattaya will
expire in Apr 2035. In our model, we assume the two lease agreements will
expire without any renewals in FY35E, implying IRR of 8.8% for CPNREIT.
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Metrics

Price/DPU(x) 33.5 17.2 9.6 9.6 9.5
P/BV (x) 1.5 1.5 0.8 0.9 1.0
P/NTA (x) 1.5 1.5 0.8 0.6 1.0
DPU yield (%) 3.0 5.8 10.4 10.5 10.6
FCF yield (%) 5.3 7.4 20.3 15.7 15.2
INCOME STATEMENT (THB m)

Revenue 3,501.6 4,863.6 5,822.1 5,734.3 7,169.3
Net property income 3,252.4 4,536.0 5,240.7 5,149.4 6,085.1
Management and trustee fees (624.4) (690.6) (642.7) (643.7) (816.5)
Net financing costs (2,193.1) (2,361.4) (2,519.9) (2,699.0) (2,348.3)
Associates & JV 0.0 0.0 0.0 0.0 0.0
Exceptionals 489.1 717.9 1,073.0 327.2 (2,661.7)
Other pretax income/expenses 25.6 23.1 0.0 22.5 23.0
Pretax profit 865.9 2,111.2 3,033.3 2,034.3 155.4
Income tax 0.0 0.0 0.0 0.0 0.0
Minorities 0.0 0.0 0.0 0.0 0.0
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Total return avail to unitholders 865.9 2,111.2 3,033.3 2,034.3 155.4
Core net profit 376.8 1,393.3 1,960.3 1,707.1 2,817.1
Distributable inc to unitholders 577.8 3,023.7 2,907.2 3,071.6 3,816.6
BALANCE SHEET (THB m)

Cash & Short Term Investments 1,159.2 2,041.8 3,364.9 3,544.8 3,726.8
Accounts receivable 1,260.6 927.7 1,056.2 1,047.2 1,244.5
Property, Plant & Equip (net) 0.0 0.0 0.0 0.0 0.0
Inverstment properties 75,370.7 76,303.5 77,567.0 91,107.3 76,001.2
Intangible assets 0.0 0.0 0.0 0.0 0.0
Investment in Associates & JVs 0.0 0.0 0.0 0.0 0.0
Other assets 1,181.0 1,043.8 1,083.9 1,081.9 1,139.2
Total assets 78,971.5 80,316.8 83,072.0 96,781.2 82,111.7
ST interest bearing debt 0.0 0.0 0.0 0.0 0.0
Accounts payable 187.9 227.0 258.4 259.9 376.7
LT interest bearing debt 22,561.5 23,001.4 22,411.4 24,622.6 38,006.8
Other liabilities 22,403.4 23,811.2 26,942.2 28,913.4 4,684.4
Total Liabilities 45,152.7 47,039.6 49,612.0 53,795.9 43,067.8
Shareholders Equity 33,818.8 33,277.2 33,459.9 42,985.3 39,043.8
Minority Interest 0.0 0.0 0.0 0.0 0.0
Total shareholder equity 33,818.8 33,277.2 33,459.9 42,985.3 39,043.8
Total liabilities and equity 78,971.5 80,316.8 83,072.0 96,781.2 82,111.7
CASH FLOW (THB m)

Cash flow from operations 2,705.5 3,723.2 5,579.9 4,325.3 5,802.1
Capex 0.0 0.0 0.0 0.0 0.0
Acquisitions & investments (6,527.7) (217.5) (190.5) (13,213.1) (13,958.6)
Disposal of FA & investments 1.8 0.7 0.0 0.0 0.0
Dividend income from associates 0.0 0.0 0.0 0.0 0.0
Other investing cash flow 2.1 201.0 0.0 0.0 0.0
CF from investing activities (6,523.7) (15.8) (190.5) (13,213.1) (13,958.6)
Dividends paid (1,572.0) (2,652.8) (2,850.5) (2,876.2) (4,031.9)
Interest expense (593.9) (581.3) (625.8) (634.5) (948.8)
Change in debt (493.5) 415.5 (590.0) 2,2111 13,384.2
Equity raised / (purchased) 6,480.9 0.0 0.0 10,367.2 (65.0)
Other financial activities 6.2) (6.2) 0.0 0.0 0.0
CF from financing activities 3,815.3 (2,824.8) (4,066.3) 9,067.6 8,338.6
Effect of exchange rate changes 0.0 0.0 0.0 0.0 0.0
Net cash flow (2.9) 882.7 1,323.1 179.9 182.0
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Ratios

Growth ratios (%)

Revenue growth (13.4) 38.9 19.7 (1.5) 25.0
Net property income growth (17.0) 39.5 15.5 (1.7) 18.2
Core net profit growth (75.4) 269.7 40.7 (12.9) 65.0
Distributable income growth (77.0) 423.3 (3.9) 5.7 24.3

Profitability ratios (%)

Net property income margin 92.9 93.3 90.0 89.8 84.9
Core net profit margin 10.8 28.6 33.7 29.8 39.3
Payout ratio 175.2 138.3 94.0 141.4 nm

DuPont analysis

Total return margin (%) 24.7 43.4 52.1 35.5 2.2
Gross revenue/Assets (x) 0.0 0.1 0.1 0.1 0.1
Assets/Equity (x) 2.3 2.4 2.5 2.3 2.1
ROAE (%) 2.8 6.3 9.1 5.3 0.4
ROAA (%) 0.5 1.7 2.4 1.9 3.1

Leverage & Expense Analysis

Asset/Liability (x) 1.7 1.7 1.7 1.8 1.9
Net gearing (%) (excl. perps) 63.3 63.0 56.9 49.0 87.8
Net interest cover (x) 1.2 1.6 1.8 1.6 2.2
Debt/EBITDA (x) 8.9 6.2 5.0 5.6 7.4
Capex/revenue (%) 0.0 0.0 0.0 0.0 0.0
Net debt/ (net cash) 21,402.3 20,959.6 19,046.5 21,077.7 34,279.9
Debt/Assets (x) 0.29 0.29 0.27 0.25 0.46

Source: Company; Maybank IBG Research
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Definition of Ratings

Maybank IBG Research uses the following rating system

BUY Return is expected to be above 10% in the next 12 months (including dividends)
HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends)
SELL Return is expected to be below 0% in the next 12 months (including dividends)

Applicability of Ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable
to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do
not actively follow developments in these companies.
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ANEWAY : da3a CG Score UszanT] 2565 A1n axANALATNANTUNIINNTLEEN Ing

July 25, 2023

26



CPN Retail Growth REIT

Anti-Corruption Progress Indicator 2023
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ANTLAY

- slseniAanunsuniidngan CAC

- 'l#5unn95uses CAC

July 25, 2023

i@zgﬂ@u?ﬁwﬁLﬂﬁﬁi’fm‘lﬁﬂNma‘LLma"f;uﬂﬁuﬁ*ﬂmmmL@ﬂ*ﬁuimﬂ’lumm’@ﬁ’ﬁum?m (Thai CAC) 289ANNANFNLATNADILTUNITUNNTLTEN
Tne dasn tu uN 24 RA1AN 2565 H 2 NgN AD

27



