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Ascott Residence Trust ------------------------------------------------------------Maintain NEUTRAL 9M15 below street despite 3Q portfolio REVPAU improving 10% YoY



DPS: ◄► TP: ◄►



Nicholas Teh / Research Analyst / 65 6212 3026 / [email protected] Daniel Lim / Research Analyst / 65 6212 3011 / [email protected]



● 9M15 DPU of S¢6.00 (+2.4% YoY) was broadly in line at 71-76% of street and CS FY15E. 9M gross profit grew 10% YoY due to contribution from acquisitions in 2014 and 2015, but was partly offset by lower contribution from FR and GER (EUR depreciation), and higher direct expenses (e.g., staff costs) incurred. ● 3Q portfolio REVPAU (in S$ terms) improved +10% YoY from S$128/day to S$141/day due to stronger contribution from CH, IN, and VN, as well as appreciation of the RMB, USD, and VND. ● Management is targeting to grow the asset base to S$6 bn (S$4.7 bn currently) by 2017. Given gearing is 40% and S$250 mn of perpetual securities have already been issued, this could spell a potential equity fund raising. ● Maintain NEUTRAL. While ART's geographical diversification, high proportion of fixed rates and longer-stay serviced residences add stability, at 6% yield, we believe the stock is fairly priced. Potential future equity raisings could provide better entry points. Bbg/RIC ART SP / ASRT.SI Price (29 Oct 15 , S$) 1.22 Rating (prev. rating) N (N) TP (prev. TP S$) 1.37 (1.37) Shares outstanding (mn) 1,545.53 Est. pot. % chg. to TP 13 Daily trad vol - 6m avg (mn) 1.8 52-wk range (S$) 1.32 - 1.15 Daily trad val - 6m avg (US$ mn) 1.6 Mkt cap (S$/US$ mn) 1,877.8/ 1,338.6 Free float (%) 45.0 Performance 1M 3M 12M Major shareholders CapitaLand (45%) Absolute (%) — (2.8) (1.6) Relative (%) (7.7) 3.5 5.3 Year 12/13A 12/14A 12/15E 12/16E 12/17E Net property income (S$ mn) 161.2 180.3 212.2 232.1 240.7 EBITDA (S$ mn) 148.2 160.3 180.9 204.6 211.4 Net profit (S$ mn) 62.7 74.3 94.8 108.6 108.4 Distributable income (S$ mn) 114.8 126.9 134.8 147.0 148.5 EPS (CS adj. S$) 0.05 0.05 0.06 0.07 0.07 - Consensus EPS (S$) n.a. n.a. 0.07 0.08 0.08 EPS growth (%) (23.2) 5.8 26.8 13.5 (0.9) P/E (x) 26.5 25.1 19.8 17.4 17.6 DPU (S$) 0.08 0.08 0.08 0.08 0.08 - Change from prev. DPU (%) n.a. n.a. 0 0 0 DPU yield (%) 6.9 6.8 6.5 6.8 6.8 P/B (x) 0.9 0.9 0.9 0.9 0.9 ROE (%) 3.4 3.5 4.4 5.0 4.9 Debt/Asset (%) 33.4 37.6 38.8 38.6 42.6 Note 1: ART is a hospitality REIT with service residences across Asia Pacific and Europe.



Click here for detailed financials



Results below street



9M15 DPU of S¢6.00 (+2.4% YoY) was 71% of street but in line with ours at 76% of FY15 estimates. 9M15 gross profit grew by +10% YoY supported by higher revenue (+15% YoY) due to S$30.5 mn from acquisitions made in 2014 (in AU, JP, CH, MY), and S$11.4 mn from acquisitions this year (in US, AU, JP) but was partly offset by lower contribution from France and Germany (EUR depreciation), and higher direct expenses (such as staff costs) incurred.



Financing costs also increased by 16% due to debt raised to help fund acquisitions made. Operational performance



3Q portfolio REVPAU improved +10% YoY from S$128/day to S$141/day due to stronger contribution from CH, IN, and VN, as well as appreciation of the RMB, USD, and VND relative to SGD. This helped 9M15 portfolio REVPAUs to stabilise (-1% YoY) to S$129/day (vs. 2H15 REVPAR falling -7% YoY). Figure 1: Geographical segment performance Revenue S$ mn 9M15 9M14 % YoY 3Q15 %QoQ 9M15 Singapore 27.2 27.3 (0) 9.9 11 14.6 Australia* 13.0 4.2 n.m. 6.8 n.m. 8.0 China* 51.8 39.2 n.m. 18.4 2 13.8 Indonesia 13.0 12.1 7 4.7 7 4.6 Japan* 42.6 31.9 n.m. 15.0 7 25.3 Philippines 22.1 22.7 (3) 6.9 (8) 7.4 Vietnam 29.6 28.7 3 10.1 3 15.8 Malaysia* 5.1 1.4 n.m. 1.8 6 1.4 France 26.3 29.6 (11) 8.8 4 24.0 Germany 6.8 7.5 (9) 2.3 0 5.5 Belgium 9.5 9.6 (1) 3.4 (3) 2.5 Spain 5.6 5.9 (5) 2.2 5 2.6 UK 42.4 42.1 1 16.0 9 19.6 US 6.9 - n.m. 6.9 n.m. 2.6 Total 301.9 262.2 15 113.2 15 147.7 *Made acquisitions mainly in 2H14. Source: Company data



Gross profit 9M14 % YoY 3Q15 %QoQ 15.4 52 5.5 17 1.5 n.m. 3.7 n.m. 12.1 97 5.3 0 4.9 35 1.7 21 19.8 99 9.1 11 7.9 35 2.1 (19) 15.8 44 5.2 (2) 0.5 n.m. 0.4 (20) 27.7 28 8.0 3 6.4 25 1.8 (10) 2.0 108 0.9 (25) 2.6 86 1.1 10 17.9 98 7.8 8 - n.m. 2.6 n.m. 134.5 72 55.2 12



Figure 2: Portfolio reported marginally softer REVPAUs S$/day Portfolio SG AU CH IN JP MY PH VN# BEL SP UK 9M15 129 210 153 92 114 132 91 122 96 98 145 243 9M14 130 213 171 94 105 125 108 128 91 99 145 245 % YoY (1) (1) (-11) (-2) 9 6 (16) (5) 5 (1) - (1) Local curr. Portfolio SG AU CH IN JP MY PH VN# BEL SP UK 9M15 210 146 420 84 11750 249 4042 1521 65 95 117 9M14 213 148 457 84 10175 279 4506 1523 58 85 117 % YoY (1) (1) (8) 15 (11) (10) - 12 12 # REVPAU for VN hotels under normal management contracts; Source: Company data



Targeting to grow assets to S$6bn by 2017—could this spell an equity raising?



In 3Q15, ART has acquired eight properties totalling ~S$500 mn. Although gearing is currently at 40% (from 35.8% last quarter) and ART has already issued S$250 mn perpetual securities, management are targeting to grow ART's asset base to S$6 bn (S$4.7 bn currently) by 2017, which could spell a need for a potential equity fund raising. Maintain NEUTRAL, stability priced in



While ART's geographical diversification, high proportion of fixed rents and longer-stay serviced residences (vs. hotels) provides stability, but at 6% yield, we believe the stock is fairly priced. Future equity raisings could provide better entry points.



Figure 3: Summary of results



S$ mn, FYE Dec 9M15 9M14 %YoY 3Q15 3Q14 %YoY 2Q15 %QoQ CSFY15 % of CS est % of street Revenue 301.9 262.2 15.1 113.2 93.7 20.8 98.7 14.8 441.5 68.4 72.3 Gross profit 147.8 134.5 9.9 55.2 48.8 13.3 49.4 11.8 212.2 69.6 Interest cost -36.3 -31.4 15.6 -12.5 -11.3 11.1 -11.9 5.3 -48.3 75.2 Distributable income 91.3 92.5 -1.3 36.8 32.3 13.9 34.2 7.9 121.5 75.1 DPU (S¢) 5.92 6.04 -2.0 2.07 2.11 -1.9 2.09 -1.0 7.88 75.2 Adjusted DPU (S¢) 6.00* 5.86^ 2.4 2.15* 2.11 1.9 2.09 2.7 7.88 76.2 71.4 *Excludes one-off of $1.2 mn relating to issuance of perpetual securities; ^Excludes one-off forex gain of S$3 mn. Source: Company data, I/B/E/S, Credit Suisse estimates.
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Asian Daily PT Indosat Tbk (ISAT.JK, Rp4,000) Pt Link Net Tbk (LINK.JK, Rp4,540) PT London Sumatra Indonesia (LSIP.JK, Rp1,550, OUTPERFORM, TP Rp1,850) PT Sarana Menara Nusantara (TOWR.JK, Rp4,050) PT Telkom (Telekomunikasi Indo.) (TLKM.JK, Rp2,795, OUTPERFORM, TP Rp3,250) PT United Tractors Tbk (UNTR.JK, Rp18,375) Radiant Opto-Electronics (6176.TW, NT$100.5, OUTPERFORM, TP NT$140.0) RasGas Company Limited (Unlisted) SAIC Motor Corp Ltd (600104.SS, Rmb17.77, OUTPERFORM, TP Rmb20.0) Salim Ivomas Pratama (SIMP.JK, Rp463, UNDERPERFORM, TP Rp400) Sampoerna Agro Tbk (SGRO.JK, Rp1,100) Samsung Electro-Mechanics (009150.KS, W66,900) Samsung Electronics (005930.KS, W1,325,000, OUTPERFORM, TP W1,785,000) Samsung Fire & Marine (000810.KS, W323,000) Samsung Life Insurance (032830.KS, W109,000) Samsung SDI (006405.KS, W59,800) Samsung SDS (018260.KS, W275,000, UNDERPERFORM[V], TP W200,000) Santos Ltd (STO.AX, A$5.98) Scepter Partners (Unlisted) SDIC Power Holdings (600886.SS, Rmb9.08, NEUTRAL, TP Rmb10.0) Sembcorp Industries Limited (SCIL.SI, S$3.58, OUTPERFORM, TP S$4.2) Semen Indonesia (SMGR.JK, Rp9,800, OUTPERFORM, TP Rp16,200) Semiconductor Manufacturing International Corp. (0981.HK, HK$0.71) Shanghai Electric Group Company Limited (2727.HK, HK$4.81, UNDERPERFORM[V], TP HK$2.2) Shanghai Jinjiang (600754.SS, Rmb37.82) Shanghai Mechanical & Electrical Industry Co ., Lt (600835.SS, Rmb28.19, NEUTRAL[V], TP Rmb28.3) Shanghai Pudong Development Bank (600000.SS, Rmb16.59, NEUTRAL, TP Rmb16.3) Shinhan Financial Group (055550.KS, W42,600, OUTPERFORM, TP W60,000) Shinsegae Inc (004170.KS, W237,500) Shriram City Union Finance Ltd (SHCU.BO, Rs1849.0, NEUTRAL, TP Rs1700.0) Shriram Transport Finance Co Ltd (SRTR.BO, Rs941.2, NEUTRAL, TP Rs970.0) Siam Cement (SCC.BK, Bt468.0, OUTPERFORM, TP Bt550.0) Sichuan Chuantou Energy (600674.SS, Rmb10.76) Sime Darby (SIME.KL, RM8.48) Sinolink Securities (600109.SS, Rmb14.63) SK Innovation (096770.KS, W118,000) SK Telecom (017670.KS, W242,500) S-Oil Corp (010950.KS, W69,600) Sony (6758.T, ¥3,466, OUTPERFORM, TP ¥4,200) STMicroelectronics NV (STM.PA, €6.24) Sun Pharmaceuticals Industries Limited (SUN.BO, Rs879.7) Suning Commerce Group Co., Ltd. (002024.SZ, Rmb15.96, OUTPERFORM[V], TP Rmb22.5) Taiwan Semiconductor Manufacturing (2330.TW, NT$136.5) Telekom Malaysia (TLMM.KL, RM6.74) Tenaga (TENA.KL, RM12.74, UNDERPERFORM, TP RM10.1) Tower Bersama (TBIG.JK, Rp7,400) Toyota Motor (7203.T, ¥7,457) Unimicron Technology Corp (3037.TW, NT$14.25, NEUTRAL, TP NT$17.0) United Microelectronics (2303.TW, NT$11.9) United Spirits Ltd. (UNSP.BO, Rs3140.3) Vanguard International Semiconductor (5347.TWO, NT$41.6, OUTPERFORM, TP NT$50.0) Vietnam Dairy Products Joint Stock Company (VNM.HM, D114000.0, OUTPERFORM, TP D140000.0) Vingroup JSC (VIC.HM, D44400.0) Volkswagen (VOWG_p.DE, €109.35) Wasion Group (3393.HK, HK$8.7, OUTPERFORM, TP HK$13.5) Westpac (WBC.AX, A$32.08) Wilmar International Ltd (WLIL.SI, S$3.12) Woodside Petroleum (WPL.AX, A$29.34) Wuliangye Yibin Co., Ltd (000858.SZ, Rmb25.73) Xinjiang Goldwind Science & Technology Co., Ltd. (2208.HK, HK$16.42, OUTPERFORM[V], TP HK$26.3) Yes Bank Ltd (YESB.BO, Rs743.5, NEUTRAL, TP Rs811.0) Yonghui Superstores (601933.SS, Rmb11.04, OUTPERFORM, TP Rmb14.0) Zhongbai Holdings Group (000759.SZ, Rmb7.87, NEUTRAL, TP Rmb8.8)



Disclosure Appendix Important Global Disclosures The analysts identified in this report each certify, with respect to the companies or securities that the individual analyzes, that (1) the views expressed in this report accurately reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report. The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's total revenues, a portion of which are generated by Credit Suisse's investment banking activities



As of December 10, 2012 Analysts’ stock rating are defined as follows: Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark*over the next 12 months. Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months. Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months.
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Asian Daily *Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as Eur opean ratings are based on a stock’s total return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector , with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and non -Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of the relevant country or regional benchmark; prior to 2nd Oc tober 2012 U.S. and Canadian ratings were based on (1) a stock’s absolute total return potential to its current share price and (2) the relative attractiveness of a st ock’s total return potential within an analyst’s coverage universe. For Australian and New Zealand stocks, the expected total return (ETR) calculation includes 12-month rolling dividend yield. An Outperform rating is assigned where an ETR is greater than or equal to 7.5%; Underperform where an ETR less than or equal to 5%. A Neutral may be assigned where the ETR is between 5% and 15%. The overlapping rating range allows analysts to assign a rating that puts ETR in the context of associated risks. Prior to 18 May 2015, ETR ranges for Outperform and Underperform ratings did not overlap with Neutral thresholds between 15% and 7.5%, which was in operation from 7 July 2011.



Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other circumstances. Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going forward. Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or valuation of the sector* relative to the group’s historic fundamentals and/or valuation: Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months. Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months. Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months. *An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.



Credit Suisse's distribution of stock ratings (and banking clients) is: Global Ratings Distribution



Rating



Versus universe (%)



Of which banking clients (%)



Outperform/Buy* 58% (34% banking clients) Neutral/Hold* 27% (33% banking clients) Underperform/Sell* 13% (23% banking clients) Restricted 2% *For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, an d Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relati ve basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.



Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market that may have a material impact on the research views or opinions stated herein. Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research-andanalytics/disclaimer/managing_conflicts_disclaimer.html Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any penalties.



Important Regional Disclosures Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report. The analyst(s) involved in the preparation of this report may participate in events hosted by the subject company, including site visits. Credit Suisse does not accept or permit analysts to accept payment or reimbursement for travel expenses associated with these events. Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; SVS-Subordinate Voting Shares. Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.creditsuisse.com/sites/disclaimers-ib/en/canada-research-policy.html. As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. Principal is not guaranteed in the case of equities because equity prices are variable. Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that. Taiwanese Disclosures: This research report is for reference only. Investors should carefully consider their own investment risk. Investment results are the responsibility of the individual investor. Reports may not be reprinted without permission of CS. Reports written by Taiwan
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Asian Daily based analysts on non-Taiwan listed companies are not considered recommendations to buy or sell securities under Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers. Please find the full reports, including disclosure information, on Credit Suisse's Research and Analytics Website (http://www.researchandanalytics.com)



Important MSCI Disclosures The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCI intellectual property may not be reproduced, re-disseminated or used to create and financial products, including any indices. This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of Morgan Stanley Capital International Inc. and Standard & Poor’s. GICS is a service mark of MSCI and S&P and has been licensed for use by Credit Suisse.



Important Credit Suisse HOLT Disclosures With respect to the analysis in this report based on the Credit Suisse HOLT methodology, Credit Suisse certifies that (1) the views expressed in this report accurately reflect the Credit Suisse HOLT methodology and (2) no part of the Firm’s compensation was, is, or will be directly related to the specific views disclosed in this report. The Credit Suisse HOLT methodology does not assign ratings to a security. It is an analytical tool that involves use of a set of proprietary quantitative algorithms and warranted value calculations, collectively called the Credit Suisse HOLT valuation model, that are consistently applied to all the companies included in its database. Third-party data (including consensus earnings estimates) are systematically translated into a number of default algorithms available in the Credit Suisse HOLT valuation model. The source financial statement, pricing, and earnings data provided by outside data vendors are subject to quality control and may also be adjusted to more closely measure the underlying economics of firm performance. The adjustments provide consistency when analyzing a single company across time, or analyzing multiple companies across industries or national borders. The default scenario that is produced by the Credit Suisse HOLT valuation model establishes the baseline valuation for a security, and a user then may adjust the default variables to produce alternative scenarios, any of which could occur. Additional information about the Credit Suisse HOLT methodology is available on request. The Credit Suisse HOLT methodology does not assign a price target to a security. The default scenario that is produced by the Credit Suisse HOLT valuation model establishes a warranted price for a security, and as the third-party data are updated, the warranted price may also change. The default variable may also be adjusted to produce alternative warranted prices, any of which could occur. CFROI®, HOLT, HOLTfolio, ValueSearch, AggreGator, Signal Flag and “Powered by HOLT” are trademarks or service marks or registered trademarks or registered service marks of Credit Suisse or its affiliates in the United States and other countries. HOLT is a corporate performance and valuation advisory service of Credit Suisse. For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https://rave.creditsuisse.com/disclosures or call +1 (877) 291-2683.
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