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¢ Volare Group AG has made an offer to buy a further 10% shares in
Sabana Industrial REIT at S$0.465 per share, raising its stake from
5.4% currently.

¢ We believe that Volare has no intention to privatise or take control
of Sabana REIT on its own. However, this could prompt ESR,
another significant shareholder of Sabana REIT, to act. In our view,
is unlikely that ESR will launch a counter-bid as Sabana REIT is less
important to ESR than before.

¢ Sabana REIT’s distribution growth is expected to slow down with
the redevelopment cost of 1 Tuas Avenue 4 and significant increase
in supply of industrial land.

e Sabana REIT currently offers a dividend yield of 6.7%. It trades at a

premium to other industrial REITs, except for Mapletree Logistics
Trust.
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What happened?

Volare Group AG has made an offer to buy a further 10% old shares at
S$0.465 per share. The price includes Sabana’s final distribution of 1.46 cents
for 2H22. If this deal successfully completes after this distribution, the offer
price drops to S$0.45 per share.

Volare is one of Switzerland’s leading suppliers of fossil fuels. It has
investments in real estate and real estate companies in Europe.

Our view

A potential tussle for control

Volare has no intention to privatize and take control of Sabana on its own, in
our view, given that it only wants to buy 10% additional stake. This will take
their stake to 15.4%, if successful.

However, if it were to join hands with Quarz, another significant shareholder
of Sabana, their combined stakes will be larger than ESR’s. They could
demand board seats, and could replace or seek control of the REIT manager.

Potentially, this could prompt ESR to act, either to launch a counter bid at a
higher price, or sell out completely.

Sabana is not as important to ESR as before

A previous attempt by ESR REIT (now known as ESR Logos REIT) to acquire
Sabana fell through in Dec 2020, at S$0.377 a unit. At that time, Quarz and
another shareholder, Black Crane, contended that the offer price was too low.
Sabana unitholders rejected the amendments to the trust deed, which led to
the termination of the deal.

This time round, we think it is unlikely that ESR Group will launch a counter
bid, or re-initiate the previous exercise. ESR-Logos currently trades at 7.7%
yield and 1 time Price to book. Sabana trades at a distribution yield of 6.7%,
and price to book value of 0.85x. A share swap into Sabana’s shares at
current price puts ESR-Logos shareholders at a disadvantage, given that
Sabana’s valuation is at a premium to that of ESR-Logos.
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Debt funding option is also limited given that ESR-Logos’ aggregate
leverage is at 40.6%. With an adjusted interest cover of 3.1 times, an
increase in debt could lift aggregate leverage and lower interest coverage.
The limit on leverage is 45% if interest cover falls below 2.5x.

ESR'’s market cap is S$13.2b. Its holding in Sabana is worth S$100m, and in
ESR-Logos, $366m. Sabana accounts for less than 1% of ESR’s market cap.

DPU growth to slow

The redevelopment of the property at 1 Tuas Avenue 4 will commence in
1Q23 and complete by 4Q23, at an estimated cost of about S$20m. The
cost of development will eat into distributions to unitholders.

Sabana is in the midst of securing tenants for this asset. We estimate that it
would generate 0.16 cents/share to DPU and raise NAV by 1 cent to 54
cents/share if fully occupied.

Supply of new industrial property picked up in 4Q22. According to JTC, this
has lowered overall occupancy rate by 0.3 percentage points in 4Q22,
compared to 3Q22. Nonetheless, rental and prices still rose 2.1% and 1.7%
in 4Q22, compared to 3Q22.

In addition, potential supply of new industrial properties is expected to
increase in 2023 and 2024. MTI's Industrial Government Land Sales
programme for 1H23 will release 7.16 hectares of land for tender, compared
with 4.48 hectares and 6.36 hectares offered in 1H22 and 2H22,
respectively. The significant increase in potential supply could exert
pressure on rental and occupancy rates.

What would Beansprout do?

Sabana commands a premium to other industrial REITs, except for
Mapletree Logistics Trust. It is trading at a distribution yield of 6.7%,
compared with AIMS APAC REIT (7.5%) and ESR-Logos Industrial REIT
(7.7%). This priced in Sabana’s stronger debt/asset ratio of 32.4% and
interest cover of 3.8x.

About Sabana Industrial REIT

Sabana Industrial REIT owns 18 industrial properties in Singapore with total net lettable area
of 3.5 million sq ft. It is the smallest listed industrial REIT in Singapore with a portfolio value of

S$0.9b.

Major shareholders are ESR Group Ltd (20.7%), Quarz Capital Asia (Singapore) Pte Ltd
(11.7%), and Volare Group AG (5.4%). The parent company of ESR Group also owns the REIT
manager. ESR Group also has a 14% stake in another listed larger industrial REIT, ESR-Logos

REIT, which owns 82 properties at portfolio value of S$4.9bn.
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Disclosure Appendix

Analyst Certification and Disclosures

The analyst(s) named in this report certifies that (i) all views expressed in this report accurately reflect the personal views of the analyst(s)
with regard to any and all of the subject securities and companies mentioned in this report and (ii) no part of the compensation of the
analyst(s) was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst herein. The analyst(s) named in
this report (or their associates) does not have a financial interest in the corporation(s) mentioned in this report.

An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a
trust of which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii)
another person accustomed or obliged to act in accordance with the directions or instructions of the analyst.

Company Disclosure
Global Wealth Technology Pte Ltd (“Beansprout”), or any of its directors and shareholders, does not have any financial interest in the
corporation(s) mentioned in this report.

Disclaimer

This report is provided by Beansprout for the use of intended recipients only and may not be reproduced, in whole or in part, or delivered
or transmitted to any other person without our prior written consent. By accepting this report, the recipient agrees to be bound by the
terms and limitations set out herein.

You acknowledge that this document is provided for general information purposes only. Nothing in this document shall be construed as a
recommendation to purchase, sell, or hold any security or other investment, or to pursue any investment style or strategy. Nothing in this
document shall be construed as advice that purports to be tailored to your needs or the needs of any person or company receiving the
advice. The information in this document is intended for general circulation only and does not constitute investment advice. Nothing in
this document is published with regard to the specific investment objectives, financial situation and particular needs of any person who
may receive the information.

Nothing in this document shall be construed as, or form part of, any offer for sale or subscription of or solicitation or invitation of any offer
to buy or subscribe for any securities. The data and information made available in this document are of a general nature and do not
purport, and shall not in any way be deemed, to constitute an offer or provision of any professional or expert advice, including without
limitation any financial, investment, legal, accounting or tax advice, and shall not be relied upon by you in that regard. You should at all
times consult a qualified expert or professional adviser to obtain advice and independent verification of the information and data contained
herein before acting on it. Any financial or investment information in this document are intended to be for your general information only.
You should not rely upon such information in making any particular investment or other decision which should only be made after
consulting with a fully qualified financial adviser. Such information do not nor are they intended to constitute any form of financial or
investment advice, opinion or recommendation about any investment product, or any inducement or invitation relating to any of the
products listed or referred to. Any arrangement made between you and a third party named on or linked to from these pages is at your
sole risk and responsibility.

You acknowledge that Beansprout is under no obligation to exercise editorial control over, and to review, edit or amend any data,
information, materials or contents of any content in this document. You agree that all statements, offers, information, opinions, materials,
content in this document should be used, accepted and relied upon only with care and discretion and at your own risk, and Beansprout
shall not be responsible for any loss, damage or liability incurred by you arising from such use or reliance.

This document (including all information and materials contained in this document) is provided “as is”. Although the material in this
document is based upon information that Beansprout considers reliable and endeavours to keep current, Beansprout does not assure
that this material is accurate, current or complete and is not providing any warranties or representations regarding the material contained
in this document. All opinions contained herein constitute the views of the analyst(s) named in this report, they are subject to change
without notice and are not intended to provide the sole basis of any evaluation of the subject securities and companies mentioned in this
report. Any reference to past performance should not be taken as an indication of future performance. To the fullest extent permissible
pursuant to applicable law, Beansprout disclaims all warranties and/or representations of any kind with regard to this document, including
but not limited to any implied warranties of merchantability, non-infringement of third-party rights, or fitness for a particular purpose.

Beansprout does not warrant, either expressly or impliedly, the accuracy or completeness of the information, text, graphics, links or other
items contained in this document. Neither Beansprout nor any of its affiliates, directors, employees or other representatives will be liable
for any damages, losses or liabilities of any kind arising out of or in connection with the use of this document. To the best of Beansprout’s
knowledge, this document does not contain and is not based on any non-public, material information. The information in this document is
not intended for distribution to, or use by, any person or entity in any jurisdiction where such distribution or use would be contrary to law
or regulation, or which would subject Beansprout to any registration requirement within such jurisdiction or country. Beansprout is not
licensed or regulated by any authority in any jurisdiction or country to provide the information in this document.

As a condition of your use of this document, you agree to indemnify, defend and hold harmless Beansprout and its affiliates, and their
respective officers, directors, employees, members, managing members, managers, agents, representatives, successors and assigns
from and against any and all actions, causes of action, claims, charges, cost, demands, expenses and damages (including attorneys’ fees
and expenses), losses and liabilities or other expenses of any kind that arise directly or indirectly out of or from, arising out of or in
connection with violation of these terms, use of this document, violation of the rights of any third party, acts, omissions or negligence of
third parties, their directors, employees or agents. To the extent permitted by law, Beansprout shall not be liable to you, any other person,
or organization, for any direct, indirect, special, punitive, exemplary, incidental or consequential damages, whether in contract, tort
(including negligence), or otherwise, arising in any way from, or in connection with, the use of this document and/or its content. This
includes, without limitation, liability for any act or omission in reliance on the information in this document. Beansprout expressly disclaims
and excludes all warranties, conditions, representations and terms not expressly set out in this User Agreement, whether express, implied
or statutory, with regard to this document and its content, including any implied warranties or representations about the accuracy or
completeness of this document and the content, suitability and general availability, or whether it is free from error.
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If these terms or any part of them is understood to be illegal, invalid or otherwise unenforceable under the laws of any state or country in
which these terms are intended to be effective, then to the extent that they are illegal, invalid or unenforceable, they shall in that state or
country be treated as severed and deleted from these terms and the remaining terms shall survive and remain fully intact and in effect
and will continue to be binding and enforceable in that state or country.

These terms, as well as any claims arising from or related thereto, are governed by the laws of Singapore without reference to the
principles of conflicts of laws thereof. You agree to submit to the personal and exclusive jurisdiction of the courts of Singapore with respect

to all disputes arising out of or related to this Agreement. Beansprout and you each hereby irrevocably consent to the jurisdiction of such
courts, and each Party hereby waives any claim or defence that such forum is not convenient or proper.
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