g » TA SECURITIES

A MEMBER OF THE TA GROUP

Brought to you by BURSA MALAYSIA
RISE (Research Incentive Scheme)

COMPANY UPDATE

FBMKLCI: 1,597.33
Wednesday, December 18, 2024
Sector: REIT

THIS REPORT IS STRICTLY FOR INTERNAL CIRCULATION ONLY*

KIP Real Estate Investment Trust

New Assets to Propel Growth

Thiam Chiann Wen Tel: +603-2167 9615

cwthiam@ta.com.my

TP: RM1.15 (+28.5%)

Last Traded: RM0.875
Buy (ESG: %% %)

www.taonline.com.my

Two Acquisitions Announced This Year Were Completed Ahead of
Schedule

KIP Real Estate Investment Trust (KIP REIT) is wrapping up an eventful 2024
with the early completion of the DPulze Shopping Centre (DPulze) acquisition
last week, following the successful acquisition of TF Value Mart Gerik in
November. Both transactions were finalised ahead of their initial 1Q 2025
timeline.

This year, KIP REIT announced three major acquisitions totalling RM433.Imn:
DPulze, TF Value Mart Gerik, and four industrial properties, with the latter set
to be completed by mid-2026 — see Figure 1. The fully occupied DPulze, located
in Cyberjaya, Selangor, is KIP REIT's largest acquisition since its IPO, adding
311,499 sq ft of net lettable area (NLA). Meanwhile, TF Value Mart Gerik, with
an NLA of 60,895 sq ft, offers strong rental growth potential and an attractive
7.5% initial yield.

With the two new retail assets, KIP REIT’s portfolio now comprises 13
properties with a total NLA of 2.46mn sq ft, including seven KIP Malls, AEON
Mall Kinta City, and three industrial properties in Klang — see Figure 2.

Progressing Towards RM2.0bn Portfolio Target Over the Next 3 Years
We believe KIP REIT’s recent acquisitions are a significant step toward its target
of expanding its portfolio value to RM2.0bn within the next three years, up from
RMI.4bn currently (see Figure 3). These transactions highlight KIP REIT’s
ability to execute its strategy of accretive growth through high-quality retail,
industrial, and commercial properties. KIP REIT is well-positioned to achieve its
target by leveraging its Right of First Refusal on two pipeline assets—KIP Mall
Desa Coalfields and KIP Mall Kuantan—while actively pursuing third-party
opportunities to further diversify its portfolio.

We also see strong potential in its focus on expanding the industrial portfolio,
targeting manufacturing, logistics, and warehouse facilities to secure long-term,
stable tenancies. With three existing industrial assets valued at RM79.6mn and
four upcoming properties worth RM98.3mn, industrial assets will represent 12%
of the total portfolio value upon completion, reflecting their growing role in
driving portfolio resilience and sustainable income growth.

Focusing on Strategic AEIs and Portfolio Optimisation

In addition to its inorganic growth through acquisitions, we believe KIP REIT's
focus on organic growth via Asset Enhancement Initiatives (AEls) will be
instrumental in driving portfolio expansion. KIP REIT has attracted quality
tenants and strengthened asset performance by optimising properties and
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enhancing their value. This is reflected in the rising average occupancy rate,
which improved to 94.4% in 1 QFY25 from 94.1% in FY24 (see Figure 4).

While most assets have achieved occupancy rates above 90%, KIPMall Senawang
and KIPMall Bangi remain exceptions due to tenant optimisation following major
AEls. However, the newly renovated ST Rosyam Supermarket at KIPMall
Senawang (completed in September 2024) has lifted occupancy to 95%, while
KIPMall Bangi saw occupancy recover from 70.1% in FY22 to 86.0% in 1QFY25,
following the completion of a facelift in February 2024. To further enhance
portfolio performance, KIP REIT has allocated RM20mn for phased AEls in
FY25-FY26, focusing on KIPMall Tampoi, property tech upgrades, solar
installations, and minor works across its portfolio.

Impact

We have raised our FY25/26/27 earnings forecasts by 2%, 27%, and 29%,
respectively, driven by contributions from newly acquired assets, partially offset
by one-time acquisition fees incurred during the acquisition year and higher base
management fees from a larger portfolio. However, the EPU and DPU for FY25
and FY26 have been adjusted downwards by 13% and 2%, respectively, while
FY27 EPU and DPU were revised slightly higher by 0.1%. These adjustments
reflect the issuance of 180mn new placement units, which has increased the
total number of units issued by 29%. To recap, the placement, completed on 2
December 2024, raised RM148.5mn at 82.5 sen per unit to partially fund the
DPulze acquisition.

Despite the enlarged unit base, we expect KIP REIT’s FY25 DPU to remain at
FY24 levels, as there is only a 10-day gap between the timing of income flow
from DPulze and the private placement. Looking ahead, we anticipate DPU
growth of 15.5% in FY26 and 5% in FY27, driven by the full-year contribution
from the newly acquired assets.

Valuation

We like KIP REIT for its strategic initiatives, demonstrating a clear commitment
to delivering value to stakeholders while steadily advancing toward its portfolio
expansion targets. We see potential earnings upside from the addition of new
assets, further strengthening our confidence in its growth prospects. We peg
KIP REIT's valuation to a lower target yield of 6.25% (previously 6.75%) to
reflect the improved earnings outlook. This target yield remains reasonable as
it aligns with the average FY25 yield of retail-focused MREITs. We maintain TP
for KIP REIT at RMI.15/unit and reiterate our Buy recommendation on KIP
REIT.

Figure |I: Acquisitions in 2024

Date Property Asset Class Acquisition Cost NPI Yield Remark
(RM mn) (RM mn) (%)

27-May-24 DPulze Shopping Centre Retail 320.0 228 7.1 Acquisition completed on 12 December 2024
25-Aug-24  TF Value Mart Gerik Retail 14.8 1.1 7.5 Acquisition completed on |5 November 2024

29-Aug-24 4 Industrial Properties Industrial 98.3 72 73 Expected completion between Jun-25 and 1H26

433.1 31.1 7.2

Source: KIPREIT, TA Securities
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Figure 2 : Total Net Lettable Area of KIP REIT Stands at Figure 3 : DPulze, KIP REIT's largest asset, accounts
2.46mn sq ft for 23% of its RM1.4bn total asset value.
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Source: KIPREIT, TA Securities Source: KIPREIT, TA Securities

Figure 4: KIP REIT’s Occupancy Rates by Assets

KIPMall Tampoi 88.5% 80.5% 94.7% 97.4% : 97.7% :
KIPMall Kota Tinggi 88.0% 91.4% 89.1% 91.4% I 94.5% :
KIPMall Masai 88.9% 91.4% 94.9% 96.2% : 97.2% :
KIPMall Senawang 78.2% 83.8% 86.4% 62.9% : 51.9% |
KIPMall Melaka 80.1% 78.1% 89.8% 95.3% : 97.4% :
KIPMall Bangi 81.9% 70.1% 74.0% 83.9% : 86.0% :
KIPMall Kota Warisan N/a N/a N/a 99.5% : 99.3% :
AEON Mall Kinta City 100.0% 100.0% 100.0% 100.0% : 100.0% :
Lot 5, Pulau Indah N/A N/A 100.0% 100.0% : 100.0% :
Lot 3A, Pulau Indah N/A N/A 100.0% 100.0% : 100.0% :
Lot 9, Pulau Indah N/A N/A 100.0% 100.0% : 100.0% :
Average Occupancy Rate 89.6% 87.3% 92.9% 94.1% : 94.38% :

Source: KIPREIT, TA Securities
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Earnings Summary
Profit and Loss (RM mn)

FYE Jun FY23 FY24  FY25f FY26f FY27{]
Gross revenue 838 102.2 120.5 143.5 1482
Net property income 622 778 939 1139 117.6
Finance cost (14.8) (16.7) (24.7) (314 (33.0
El 213 23 0.0 0.0 0.0
Reported pretax profit 60.8 473 518 66.2 69.5
Core pretax profit 395 45.0 518 66.2 69.5
Reported net profit 60.8 473 518 66.2 69.5
Core net profit 395 45.0 518 66.2 69.5
EPU (sen) 65 73 72 83 87
EPU growth (%) 9.0) 1.7 (.1 15.5 50
PER (x) 135 12.1 122 10.6 10.0
GDPS (sen) 62 67 67 77 8.1
Div yield (%) 7.1 76 76 88 93
Core ROE (%) 65 67 6.9 8.0 83
NPI margin (%) 742 76.2 779 793 79.3
Core PBT margin (%) 47.1 44.0 429 46.1 46.9
Core net margin (%) 47.1 44.0 429 46.1 46.9
Cash Flows (RM mn)

FYE Jun FY23 FY24  FY25f FY26f FY27{]
PBT 60.8 473 518 66.2 69.5
Op profit before change in WC 51.8 6l.1 770 983 1032
CFO 55.6 368 973 99.3 103.4
Capex @©8.1)  (941) (3928)  (523) (60)
Otheres 0.0 0.0 0.0 0.0 0.0
CFl @81y  (941) (3928)  (523) (6.0)
Net proceed from share issuance 824 10.0 1485 0.0 0.0
Net borrowings 200 90.0 250.0 50.0 200
Dividend (360)  (412)  @81)  (61.6)  (647)
Others (ely  (159)  (47) (14 (330
CFF 503 428 3257  (430) (777)
Change in cash 17.8 (14.4) 302 4.0 19.7

18-Dec-24
Balance Sheet (RM mn)
FYE Jun FY23 FY24 FY25f FY26f FY27f
Non current assets 965.8 1,064.3 1,456.5 1,508.2 1,513.5
Receivables 88 368 1.7 140 144
Cash 488 349 65.1 69.1 888
Total CA 576 717 769 83.1 1032
Total assets 1,023.4 1,135.9 1,5334 1,591.2 16168
Trade and other payables 14.0 217 170 203 209
Borrowings 236 3139 3139 3139 3139
Total CL 377 3356 3309 3341 3348
Unitholders' capital 5738 583.6 732.1 732.1 732.1
Undistributed income 86.2 94.0 97.6 102.3 107.1
Total unitholders' funds 660.0 677.6 8298 8344 839.3
Borrowings 3096 109.5 3595 409.5 429.5
Long term liabilities 16.2 133 133 133 133
Total non current liabilities 3258 122.7 3727 4227 442.7
Total liabilities and equities 1,023.4 1,135.9 1,5334 1,591.2 16168
Ratios
FYE Jun FY23 FY24 FY25f FY26f FY27f
Gearing (%) 326 373 439 455 46.0
NAV/unit (RM) 1.1 1.1 1.0 1.0 11
PINAV (x) 08 0.8 0.8 08 08
ROE (%) 6.5 6.7 6.9 8.0 83
ROA (%) 4.1 42 39 42 43
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(THIS PAGE IS INTENTIONALLY LEFT BLANK)

Stock Recommendation Guideline

BUY : Total return of the stock exceeds 12%.

HOLD : Total return of the stock is within the range of 7% tol2%.

SELL Total return of the stock is lower than 7%.

Not Rated: The company is not under coverage. The report is for information only.

Total Return of the stock includes expected share price appreciation, adjustment for ESG rating and gross dividend. Gross dividend is excluded from
total return if dividend discount model valuation is used to avoid double counting.

Total Return of the sector is market capitalisation weighted average of total return of the stocks in the sector.

ESG Scoring & Guideline

Environmental Social Governance Average
Scoring * % * * % * * %k * * k
. Low exposure to social risks given Adequate transparency practices to
It has implemented some green N
Remark S s that the sector is not labour- ensure stakeholder engagement and
initiatives to reduce carbon emission. ) : >
intensive. management efficiency.

sk kkk (280%) : Displayed market leading capabilities in integrating ESG factors in all aspects of operations, +5% premium to target price
management and future directions. P getp
dkkk  (60-79%) : Above adequate integration of ESG factors into most aspects of operations, management and

+3% premium to target price
future directions. o p getp

Y kk (40-59%) : Adequate integration of ESG factors into operations, management and future directions. No changes to target price

ok (20-39%) : Have some integration of ESG factors in operations and management but are insufficient. -3% discount to target price

* (<20%) : Minimal or no integration of ESG factors in operations and management. -5% discount to target price
Disclaimer

The information in this report has been obtained from sources believed to be reliable. Its accuracy and/ or completeness is not guaranteed and opinions are subject to change without
notice. This report is for information only and not to be construed as a solicitation for contracts. We accept no liability for any direct or indirect loss arising from the use of this document.
We, our associates, directors, employees may have an interest in the securities and/or companies mentioned herein.

As of Wednesday, December 18, 2024, the analyst, Thiam Chiann Wen, who prepared this report, has interest in the following securities covered in this report:
() nil

“This report has been prepared by TA SECURITIES HOLDINGS BERHAD pursuant to the Research Incentive Program under Bursa Research Incentive Scheme (“Bursa RISE”) administered by Bursa Malaysia
Berhad. This report has been produced independent of any influence from Bursa Malaysia Berhad or the subject company. Bursa Malaysia Berhad and its group of companies disclaims any and all
liability, howsoever arising, out of or in relation to the administration of Bursa Research Incentive Program and/or this report.”

Kaladher Govindan — Head of Research
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