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Yuexiu Real Estate Investment Trust
Recovery On Track, Interest Savings to Drive 2H21E Growth
We believe Yuexiu REIT offers an attractive risk-reward profile, offering Stock code.: 0405.HK
a 7.1% div yield, 11.3% 2020-2023E dividend CAGR and a low volatility Ratlng: Buy
of 0.75 Beta. 1H21 DPU grew 12.3% YoY and interest savings from its Price target (HK$) 4.99
recently refinanced USD bond will further drive its 2H21E dist. income Current price (HK$), 9 Aug 2021 3.97
growth, in our view. Reiterate Buy. Upside/downside % 26%

Market cap (HK$ m) 13,178
Interest savings to drive 2H21E growth Market cap (US$ m) 1,694
We recommend Yuexiu REIT as one of our top picks of the property sector, Avg daily turnover (US$ m) 0.86

as the stock offers an attractive risk-reward of 7.1% div yield with a Beta of Source: Bloomberg, AMTD Research
0.75. We estimate that the REIT will benefit from the full six months’ interest
savings impact during 2H21E through its USD bond refinancing which was ~ Key forecasts

completed in 1H21. Meanwhile, we also believe that management will take ~ (RMBm) AVID A AWED A
dvant f the low interest cost . ¢ and activel K I Revenue 1,759 2,126 2,255 2,289
advantage of the low interest cost environment and actively seek for asse Yoy % T
acquisition opportunities in 2H21E to drive long term growth of its portfolio. NP 1323 1541 1663 1,683
We believe any value-accretive acquisition will also help to offset the yoy % -115% 165%  8.0%  1.2%
structural challenges that White Horse Building is currently facing. Dist Income 649 813 884 896
yoy % -14.8% 253%  8.7%  1.4%
1H21 DPU grew 12.3% YoY, on track to meet full year estimate NPI Margin 75.2% 72.5% 73.8% 73.5%
Yuexiu REIT announced its 1H21 results, with revenues growing by 6.1%  Searing B SOaVh S R
P : DPS 020 024 025 0.4

0, -
YoY to RMB881.7m, and implies 41% of our full-year estimate. Net Property BPS 442 218 397 375

Income dropped 2.3% YoY during 1H21, mainly dragged by weaker-than-
expected rental revenues from White Horse Building (-13.6% YoY) and GZ
IFC Office (-2% YoY) due to the sluggish macroeconomic environment amid Valuation

Source: Company data, AMTD Research

COVID-19, in our view. The 1H21 DPU reached HK$0.1233/unit (up 12.3% 2020 2021e  2022e 2022e
YoY), representing 42% of our full year 2021E DPU estimate. Div.yield 59%  7.1%  7.4% 7.1%

) o _ P/BV 0.8 0.8 0.9 0.9
Interest savings yet to fully kick-in, 2H21E to see full impact ROE 71%  31%  3.7% 3.8%
We believe Yuexiu REIT is a key beneficiary of the low interest environment, ROA 28%  12%  14% 15%

with its overall effective interest rate declining by 54bps to 2.47% in 1H21. Source: Bloomberg, AMTD Research
The REIT successfully refinanced its USD400m during 1H21 with a bond
yield of 2.66%, resulting in 233bps of interest savings. We believe such
interest savings will be one of the key drivers of its distributable income " Share Price
growth of 25.3% during 2021E.

Share price performance

Value-accretive M&A to offset challenges at White Horse Building 400
We believe that management will be actively seeking for value-accretive = *#
acquisition opportunities during 2H21E which will help to offset the structural ~ **
challenges that White Horse Building has been facing. White Horse Building
posted another 13.6% YoY decline in 1H21 revenues. As we mentioned in
our report, “China Developers’ Evolution into Conglomerates: 2021-2025",
dated 24 May 2021, we believe prime office assets in major Tier-1 cities will
be the REIT’s main acquisition targets. Parent co. Yuexiu Property currently
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Source: Bloomberg

owns two main investment properties in Guangzhou including Yuexiu Jacky Chan
Financial Tower and Guangzhou ICC. Analyst
+852 3163 3323

Attractive risk-reward amid volatile markets

Yuexiu REIT is currently offering a 2021E dividend yield of 7.1%, which is

slightly above the HK-listed REIT’s sector average. The stock also trades at

a low volatility of 0.75 Beta, which combines to an attractive risk-reward Eugene thn

profile, in our view. Associate

Key Risks: (1) Lower than expected rental revenues amid weaker than . 852 8163 374
. . L . eugene.chin@amtdgroup.com

expected macroeconomic growth; (2) Tighter travel restrictions amid COVID-

19 to impact the hotel rental revenues.

jacky.chan@amtdgroup.com

Please contact AMTD Global Markets Limited at (852) 3163 3288 for further product information.
Please read the Important Disclosures and General Disclosures on Page 4
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Figure 1: 1H21 Results Summary - P&L (RMB’000)

1HFY21 Results 1HFY21A FY21E % of FY21E 1HFY20A
W hite Horse Building 139,900 373,256 37% 161,900 -14%
Fortune Plaza 36,400 76,820 A47%) 37,300 -2%
City Development Plaza 35,200 68,936 51% 34,300 3%
Victory Plaza 34,800 72,981 48%) 30,900 13%
Neo Metropolis - - N/A - N/A
GZIFC 468,300 1,186,729 39% 402,700 16%
Yue Xiu Tower 60,600 122,357 50% 59,300 2%
Wuhan Properties 90,000 190,948 47% 89,000 1%
Hangzhou Victory 16,500 33,787 49%) 15,700 5%
Gross income 881,684 2,125,815 41%| 831,135 6%
Hotel and serviced apartments direct expenses (132,742) (331,888) 40% (97,142) 37%
Leasing agents fees (21,876) (49,017) 45%) (22,348) -2%
Property related taxes (87,189) (201,140) 43%) (55,806) 56%
Other property expenses (1,371) (3,053) 45%) (2,021) -32%
Total property operating expenses (243,178) (585,098) 42%| (177,317) 37%
Net property income 638,506 1,540,717 41%| 653,818 -2%
Withholding tax (24,707) (60,994) 41% (26,468) 7%
Depreciation and amortisation (64,665) (142,330) 45%) (65,784) -2%
Manager’s fees (71,078) (152,048) 47%) (73,887) -4%
Trustee fees (5.212) (10,803) 48% (5,229) 0%
Other trust expenses (7,904) (41,100) 19% (9,818) -19%
Total non-property expenses (173,566) (407,276) 43%| (181,186) -4%
Net profit before finance expenses, finance income and income tax 464,940 1,133,440 41%| 472,632 -2%
Finance income 144,987 26,890 539% 15,930 810%
Fair value gain on support arrangement asset - - N/A (1,760) -100%
Finance expenses (213,263) (413,864) 529, (471,633) -55%
Net profit before income tax 396,664 746,467 53%| 15,169 2515%
Income tax expense (105,482) (238,606) 44%| (108,421) -3%
Net (loss)/profit after income tax before fair value gain on investment properties and other expenses 291,182 507,861 57%| (93,252) -412%
Fair value gain on investment properties 18,513 - N/A (256,858) -107%
Other expenses in relation to the acquisition of subsidiaries - - N/A - N/A
Fair value gain/(loss) on derivative financial instruments (24,096) - N/A (36,851) -35%
Gain on disposal of subsidiaries - - N/A - N/A
Gain on construction payable adjustment - - N/A 174,882 -100%
Net profit after income tax before transactions with Unitholders 285,599 507,861 56%| (212,079) -235%
Non-controlling interests 19,646 63,013 31%] (381) -5256%
Profit after income tax before transactions with unitholders attributable to unitholders 265,953 444,848 60% (211,698) -226%
Adjustments for the total distributable income (344,999) (378,189) 91%| (121,155) 185%
Additional items 419,267 746,783 56%) 651,473 -36%
Distributable income after additional items 340,221 813,442 42%) 318,620 7%

Source: Company data, AMTD Research Estimates
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Figure 2: Peers Valuation Comparison (As of 9 August 2021)

9/8/21 Share Price Mkt cap P/B Div. yield

NEMEIEN) (HK$) (USD mn) FY20 FY21E FY22E FY20 FY21E
HK REITs
823 HK Link REIT 73.40 19,638 0.95x 0.96x 0.96x 3.9% 4.2%
2778 HK Champion REIT 4.42 3,364 0.51x 0.53x 0.53x 5.7% 5.4%
778 HK Fortune REIT 8.82 2,229 0.60x 0.61x 0.61x 5.3% 5.6%
405 HK Yuexiu REIT* 3.97 1,694 0.79x 0.83x 0.88x 5.9% 7.1%
435 HK Sunlight REIT 4.85 1,042 0.55x 0.56x 0.55x 5.5% 5.6%
1881 HK Regal REIT 1.61 674 0.44x 0.44x 0.44x 8.4% 5.0%
808 HK Prosperity REIT 3.01 593 0.61x 0.60x 0.59x 6.0% 7.1%
2191 HK SF REIT 4.33 445 NA 0.88x 0.89x NA 4.4%
1270 HK Langham Hospitality 0.91 378 0.36x 0.37x 0.36x 0.0% 4.8%
Total/Average 30,057 0.60x 0.64x 0.65x 5.1% 5.5%

Source: Bloomberg Estimates, *AMTD Research Estimates
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IMPORTANT DISCLOSURES

AMTD Investment Ratings

Buy Stock with potential return of over 20% over the next 12 months
Hold Stock with potential return of -20% to +20% over the next 12 months
Sell Stock with potential loss of over 20% over the next 12 months

Analyst Certification

We, Jacky Chan and Eugene Chin, hereby certify that (i) all of the views expressed in this research report reflect accurately our
personal views about the subject company or companies and its or their securities; and (ii) no part of our compensation was, is
or will be, directly or indirectly, related to the specific recommendations or views expressed by us in this research report, nor is
it tied to any specific investment banking transactions performed by AMTD Global Markets Limited.

Firm Disclosure

AMTD Global Markets Limited has an investment banking relationship with Yuexiu Real Estate Investment Trust and/or their
affiliate(s) within the past 12 months.

AMTD Global Markets Limited
Address: 23/F - 25/F, Nexxus Building, No. 41 Connaught Road Central, Central, Hong Kong
Tel: (852) 3163-3288 Fax: (852) 3163-3289

GENERAL DISCLOSURES

The research report is prepared by AMTD Global Markets Limited (“AMTD”) and is distributed to its selected clients.

This research report provides general information only and is not to be construed as an offer to sell or a solicitation of an offer
to buy any security in any jurisdiction where such offer or solicitation would be illegal. It does not (i) constitute a personal advice
or recommendation, including but not limited to accounting, legal or tax advice, or investment recommendations; or (ii) take into
account any specific clients’ particular needs, investment objectives and financial situation. AMTD does not act as an adviser
and it accepts no fiduciary responsibility or liability for any financial or other consequences. This research report should not be
taken in substitution for judgment to be exercised by clients. Clients should consider if any information, advice or
recommendation in this research report is suitable for their particular circumstances and seek legal or professional advice, if
appropriate.

This research report is based on information from sources that we considered reliable. We do not warrant its completeness or
accuracy except with respect to any disclosures relative to AMTD and/or its affiliates. The value or price of investments referred
to in this research report and the return from them may fluctuate. Past performance is not reliable indicator to future performance.
Future returns are not guaranteed and a loss of original capital may occur.

The facts, estimates, opinions, forecasts and any other information contained in the research report are as of the date hereof
and are subject to change without prior notification. AMTD has no obligation to update, modify or amend any part of this research
report or to otherwise notify a recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or
estimate set forth herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn.
AMTD, its group companies, or any of its or their directors or employees (“AMTD Group”) do not represent or warrant, expressly
or impliedly, that the information contained in the research report is correct, accurate or complete and it should not be relied
upon. AMTD Group will accept no responsibilities or liabilities whatsoever for any use of or reliance upon the research report
and its contents.

This research report may contain information from third parties, such as credit ratings from credit ratings agencies. The
reproduction and redistribution of the third party content in any form by any means is forbidden except with prior written consent
from the relevant third party. Third party content providers do not guarantee the timeliness, completeness, accuracy or
availability of any information. They are not responsible for any errors or omissions, regardless of the cause, or for the results
obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not
limited to, any warranties of merchantability of fithess for a particular purpose or use. Third party content providers shall not be
liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expe nses,
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content. Credit
ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They
do not address the suitability of securities for investment purposes, and should not be relied on as investment advice.

To the extent allowed by relevant and applicable law and/or regulation: (i) AMTD, and/or its directors and employees may deal
as principal or agent, or buy or sell, or have long or short positions in, the securities or other instruments based thereon, of
issuers or securities mentioned herein; (i) AMTD may take part or make investment in financing transactions with, or provide
other services to or solicit business from issuer(s) of the securities mentioned in the research report; (i) AMTD may make a
market in the securities in respect of the issuer mentioned in the research report; (iv) AMTD may have served as manager or
co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the entities
mentioned in this research report or may be providing, or have provided within the previous 12 months, other investment banking
services, or investment services in relation to the investment concerned or a related investment.

AMTD controls information flow and manages conflicts of interest through its compliance policies and procedures (such as,
Chinese Wall maintenance and staff dealing monitoring).

The research report is strictly confidential to the recipient. No part of this research report may be reproduced or
redistributed in any form by any means to any other person without the prior written consent of AMTD Global Markets
Limited.
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