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Manulife US REIT

Leasing recovery overpowered by occupancy loss

SINGAPORE | REAL ESTATE (REIT) | FY21 UPDATE

= FY21 DPU of 5.33 US cts (-5.5 % YoY) was a miss, forming 93% of our forecast, due to
lower-than-forecasted portfolio occupancy.

=  QOccupancy slid 1.1 ppts on non-renewals and downsizing, but US office market is
showing signs of recovery. Leasing momentum doubled YoY, while net effective rents
improved 3.4% YoY.

= Upgrade from ACCUMULATE to BUY; DDM-based TP (COE 9.1%) raised from USS0.84 to
USS0.86. FY21 occupancy came in lower than we anticipated. As such, we lower FY22e-
24e DPUs by 2.1-6.3% to factor in the gradual recovery in occupancy from the current,
lower-than-forecasted portfolio occupancy. DDM-TP rises due to higher later-period
DPU forecasts. The US office market appears to be at an inflection point, showing
recovery in leasing momentum. Catalysts include stronger-than-expected leasing and
portfolio reconstitution. Current share price implies FY22e/FY23e DPU yield of
8.6%/8.9%.

Results at a glance

(USD mn) 2H21 2H20| YoY FY21  FY20 YoY |Comments

Gross 94.3 95.7| -1.4% | 185.1 194.3 | -4.7% |Due to lower occupancy of 92.3% (FY20: 93.4%),

revenue carpark income (-11.2% YoY)

Net property  53.5 53.7| -0.3% | 109.5 115.8 | -5.4% |[Due to higher rental abatement of 1.4% of GRI

income (FY20: 0.5% of FY20 GRI), partially offset by net
reversal of expected credit loss of US$1.7mn

Distributable  42.6 41.0| +4.0% | 85.6 89.0 | -3.8%

income

DPU (cents) 2.63 2.59| +1.5% | 5.33 5.64 | -5.5%

Source: Company, PSR

The Positive

+ Leasing momentum doubled YoY with net effective rents improving 3.4%. MUST signed
654ksq ft, or 12% of NLA, inFY21, 2.3x the NLA executed in FY20. Traditional officetenants
such as finance and insurance and government agencies accounted for 47% and 20% of
leases signed. Reversions camein at -0.8% (FY20: +0.1%), weighed down by leases signed at
Michelson. Michelson’s expiring rents were above market rents due to the 2-3% annual
escalation on long leases, leading to negative reversions when the leases were renewed at
market rates. Excludingleases signed at Michelson, reversions would have been +3.3%
(FY20: +4.7%). More importantly, net effective rents grew 3.4% YoY, as the rent-free period
andtenant incentives eased. Whileimproving, net effective rents arestill 10-15% below pre-
pandemic levels. Leases signed in FY21 were for an averageterm of 4.0 years, slightly shorter
than the 6.4 years for leases signedin FY20.

The Negative

- Occupancy hurt by non-renewals and downsizing. Portfolio occupancyslid 1.1ppts YoY to
92.3%, 3.5ppts below FY19 levels. This compares with the average occupancy of 88.2% for
Class A offices. Lower occupancy was due to non-renewals and downsizing with notable
occupancy losses at Figueroa (-4.4 ppts), Penn (-5.4 ppts), Phipps (-5.5 ppts) and Capitol (-
5.0 ppts).

Outlook

FY21 physical occupancy at MUST’s properties ranged from 25-30%. MUST provided rental
abatement of US$2.4mn, or 1.4% of GRI, for F&B and retail tenants in FY21 (FY20: 0.5% of
GRI). More pronounced return-to-office is expected to liftcarparkincome and lower rental
abatement burden.
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Y/E Dec, USD mn FY20 FY21 FY22e FY23e
Gross Rev. (USD mn) 194 185 214 224
NPI (USD mn) 116 110 127 132
Dist. Inc. (USD mn) 89 86 100 105
P/NAV (x) 0.90 097 098 1.00
DPU (US cents) 564 533 566 585
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Source: Company, PSR

VALUATION METHOD

DDM (COE: 9.1%; Terminal Growth: 2%)
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The US office market continues to show signs of recovery. This can be seen from (1)
improving net effective rents; (2) lower Tls; (3) longer lease tenures signed; (4) declinein
subleasing;and (5) improving rental growth outlook for MUST’s cities. About 8.1% of GRl is
up for renewal. FY22 renewals could yield positive reversions, given that passing rents are
2.1% below market rents.

Future acquisition is still focused on markets with high representation of tech, healthcare
andlifesciencetenants. MUST is eyeingassets with cap rates ranging 6.5%to 7.5%in sunbelt
and magnet cities -- Seattle, Salt Lake City, Austin, Boston, and Raleigh. Following the
acquisition of three properties in Phoenix and Portland in Dec21, MUST’s exposure to tech
and healthcare tenants increased from 9.5% to 12.8% of GRI. It hopes to increase its
exposure to new economy tenants to 20% of GRI.

Upgrade from Accumulate to BUY, DDM TP raised from US$0.84 to US$0.86

FY21 occupancy camein lower than we anticipated. As such, we lower FY22e-24e DPUs by
2.1-6.3% to factor in the gradual recovery in occupancy from the current, lower-than-
forecasted portfolio occupancy. DDM-TP rises dueto higher later-period DPU forecasts. The
US office market appears to be at an inflection point, showing recovery in leasing
momentum. Catalysts include stronger-than-expected leasing and portfolio reconstitution.
Current sharepriceimplies FY22e/FY23e DPU yield of 8.6%/8.9%.

Figure 1: Portfolio metrics at a glance

NPI (USSmn) Occupancy Valuation (USSmn)
FY19 FY20 FY21 YoY FY19 FY20 Fy21 YoY ppts FY19 FY20 FY21 YoY

Figueroa 16.0 14.5 13.9 -4.1% 93.8% 93.0% 88.6% -4.4 337.6 320.0 315.2 -1.5%
Michelson 19.0 16.0 13.2 -17.5% | 90.1% 84.4% 87.2% 2.8 345.0 319.0 317.0 -0.6%
Peachtree 13.0 11.2 10.9 -2.7% 95.0% 90.4% 90.8% 0.4 210.7 203.1 212.9 4.8%
Plaza 9.0 7.3 9.7 32.9% 98.9% 96.7% 96.7% 0.0 119.9 114.6 106.0 -7.5%
Exchange 21.0 18.9 17.9 -5.3% 95.8% 94.8% 97.7% 2.9 348.6 333.0 324.0 -2.7%
Penn 10.2 10.2 9.8 -3.9% | 100.0% 99.2%  93.8% -5.4 189.0 176.5 177.3 0.5%
Phipps 13.2 12.4 11.9 -4.0% | 100.0% 100.0% 94.5% -5.5 220.1 212.1 216.0 1.8%
Centerpointe 6.8 11.0 9.8 -10.9% | 98.7% 91.7% 91.6% -0.1 122.8 118.5 112.7 -4.9%
Capitol 2.6 14.3 11.9 -16.8% | 94.2% 93.3% 88.3% -5.0 201.3 196.0 197.0 0.5%
Total 110.8 115.8 109.0 -5.9% 95.8% 93.4% 92.3% -1.1 2,095.0 1,992.8 1,978.1 -0.7%
Note: Centrepointe and Capitol were acquired on 10 May 19 and 29 Oct 19 respectively. Excludes Tanasbourne, Park Place and Diablo which were acquired in

Dec21
Source: Manulife US REIT, PSR
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Financials

Statement of Total Return and Distribution Statement

MANULIFE US REIT [NV
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Balance Sheet

Y/E Dec, USD mn FY19 FY20 FY21 FY22e FY23e Y/E Dec, USD mn FY19 FY20 FY21 FY22e FY23e
Gross revenue 177.9 194.3 185.1 2139 223.5 ASSETS
Property operating expenses (67.1) (78.5) (75.6) (87.3) (91.2) Investment properties 2,095.0 1,992.8 2,184.4 2,1954 2,206.4
Net property income 110.8 115.8 109.5 126.6 132.3 Others 0.5 - 5.7 5.7 5.7
Net Finance (Expense)/Inc. (25.7)  (29.6) (29.1) (30.1) (31.0) Total non-current assets 2,095.5 1,992.8 2,190.1 2,201.1 2,212.1
Manager's base fee (9.7) (8.9) (8.6) (9.7) (10.2)
Other items (2.7) (2.9) (2.8) (3.0) (3.2) Trade receivables 7.6 6.9 5.6 11.7 11.7
Net income 72.6 74.4 69.1 83.8 88.0 Cash 60.7 86.7 78.6 313 20.8
FV change, derivatives & ppties (13.5) (128.5) (42.4) - - Others 0.5 - 5.7 5.7 5.7
Total Return Before Tax 58.0 (66.0) 40.6 83.8 88.0 Total current assets 71.0 95.3 85.6 44.5 33.9
Taxation (10.5) 22.7 (1.1) (2.4) (2.5)
Total Return After Tax 47.6 (43.3) 394 81.4 85.5 Total Assets 2,166.5 2,088.1 2,275.6 2,245.5 2,245.9
Distribution adjustments 35.8 132.3 46.2 18.6 19.2
Income available for distribution 83.3 89.0 85.6 100.0 104.7 LIABILITIES

Current borrowings 78.9 233.6 296.6 206.9 244.9
Per unit data Trade payables 26.9 18.1 58.8 30.1 313
Y/E Dec FY19 FY20 FY21 FY22e FY23e Others 0.5 - 5.7 5.7 5.7
NAV (USS) 0.80 0.73 0.68 0.67 0.66 Total current liabilities 110.9 258.6 363.7 2454 284.6
DPU (US cents) 5.96 5.64 5.33 5.66 5.85

Non-current borrowings 733.1 618.7 674.7 764.4 726.4
Cash Flow Others 0.5 - 5.7 5.7 5.7
Y/E Dec, USD mn FY19 FY20 FY21 FY22e FY23e Total non-current liabilities 797.3 671.5 720.5 811.9 776.3
CFO
Total Return Before Tax 58.0 (66.0) 40.6 83.8 88.0 Total Liabilities 908.2 930.1 11,0842 1,057.3 1,060.9
Adjustments 50.6 186.6 71.0 43.8 45.3
WC changes 2.6 (8.8) 6.1 (35.2) 13 Net assets 1,258.3 1,158.0 1,191.4 1,188.2 1,185.0
Cash generated from ops 111.2 111.8 117.7 92.4 134.6 Represented by:
Others (1.2) (1.9)  (0.1) (0.2) (0.2) Unitholders' funds 1,258.2 1,157.9 1,187.7 11,1845 1,181.3
Cashflow from ops 110.1 109.9 117.6 92.3 134.5 Perp. securities holders 0.1 0.1 0.8 0.8 0.8
CFI
Purchase of Inv. propty., net (311.0) - (201.0) - - Valuation Ratios
Capex, net (45.0) (24.2) (30.0) (9.5) (9.5) Y/E Dec FY19 FY20 FY21 FY22e FY23e
Others (1.2) (1.9)  (0.1) (0.2) (0.2) P/NAV (x) 0.82 0.90 0.97 0.98 1.00
Cashflow from investments (355.5) (24.0) (230.9) (9.5) (9.5) Distribution Yield 9.1% 8.6% 8.1% 8.6% 8.9%

NPl yield 5.8% 5.7% 5.2% 5.8% 6.0%
CFF Growth & Margins (%)
Share issuance, net 236.7 - 100.0 - - Growth
Loans, net of repayments 146.1 39.6 118.5 - - Revenue n.m. 9.3% -4.7% 15.5% 4.5%
Interest paid (23.9) (27.9) (26.9) (27.6) (28.6) Net property income (NPI) n.m. 4.6% -5.4% 15.6% 4.5%
Distributions (99.4) (70.7) (84.0) (99.9) (104.5) Distributable income n.m. 6.8% -3.8% 16.8% 4.7%
Others (1.2) (1.9) (0.1) (0.2) (0.2) DPU n.m. -5.4% -5.5% 6.2% 3.4%
Cashflow from financing 252.1 (60.0) 105.3 (130.0) (135.6) Margins

NPI margin 62.3% 59.6% 59.2% 59.2% 59.2%
Net change in cash 6.6 25.9 (8.1) (47.2) (10.6) Key Ratios
Effects of exchange rate 0.0 0.1 (0.0) - - Net Debt or (Net Cash) 751 766 893 940 951
Ending cash 60.7 86.7 78.6 31.3 20.8 Gearing (%) 37.5% 40.8% 42.7% 43.3% 43.2%

Source: Company, Phillip Securities Research (Singapore) Estimates
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We do not base our recommendations entirely on the above quantitative return bands.
We consider qualitative factors like (but not limited to) a stock's risk reward profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our final

P PhillipCapital
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Important Information

This reportis prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), whichis a holder of a financial adviser’s license under the
Financial Advisers Act, Chapter110in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided toyou for personal use onlyand shall not be reproduced, dist ributed or published by you in whole orin part,
for any purpose.Ifyou have received this report by mistake, please delete or destroyit, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained inthis report has been obtained from public
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any rep resentation or warranty, express or implied
that suchinformation or Research is accurate, complete or appropriate or should be relied upon as such. Any suchinformation or Research contained in this report is
subjectto change, and Phillip Securities Research shall not have any responsibilityto maintain or update the information or Research made available or to supply any
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date in dicated and are subject tochange atany time without
prior notice. Past performance of any product referredto inthis reportis not indicative of future results.

This reportdoes not constitute, and should notbe used as a substitute for, tax, legal or investment advice. This report should notbe relied upon exclusively oras
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fa ct that this report has been made available
constitutes neither a recommendationto enter intoa particulartransaction, nor a representation that any product described inthis report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, whichmay be described in this report involve significant risks and may not be suitable for all
investors, and thatany decisionto enter intotransactions involving such products should notbe made, unless all such risks are understood and an independent
determination has been made thatsuch transactions would be appropriate. Any discussion of the risks contained herein with respect toanyproduct should notbe
considered to be a disclosure of all risks or acomplete discussion of such risks.

Nothingin this reportshall be construedto be anoffer or solicitation for the purchase orsale of any product. Any decision to purchase any product mentioned in t his
report should take into account existing publicinformation, including any registered prospectus in respect of such product.

Phillip Securities Research, orpersons associated with orconnected to Phillip Securities Research, including but not limited to its officers, directors,employees or
personsinvolvedin the issuance of this report, may provide an array of financial services toa large number of corporations in Singapore and worldwide, including but
not limited tocommercial / investment banking activities (including sponsorship, financial advisory or underwriting activiti es), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with orconnected to Phillip Securities Research, including but notlimited t o its officers, directors,employees or
personsinvolvedin the issuance of this report, may have participatedin or invested intransactions with the issuer(s) of the securities mentioned in this report, and may
have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connectedto Phillip Securities
Research, including but notlimitedto its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or investment
services to such companies andinvestments or related investments, as may be mentionedin this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
involved intheissuance of this report may, from time to time maintain a long orshort position in securities referred toherein, or in related futures oroptions, purchase
or sell, make a market in, or engage inany othertransaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated invarious currencies including US dollars and Euroand thus will be subject to anyfluctuationin exchange rates between US dollars and
Euro or foreign currencies andthe currency of your ownjurisdiction. Such fluctuations may have an adverse effect on the value, price or income returnof the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Re search, including but not limited toits officers,
directors,employees or persons involvedin the issuance of this report, may atany time engage in any of the above activities as set out above or otherwise hold an
interest, whether material or not, inrespect of companies andinvestments or related investments, which maybe mentioned inthis report. Accordingly, informationmay
be available toPhillip Securities Research, or persons associated with or connected to Phillip Securities Research, includin g but not limited toits officers, directors,
employees or persons involved inthe issuance of this report, which is not reflected in this report, and Phillip Securities R esearch, or persons associated with or
connected toPhillip Securities Research, including but notlimitedto its officers, directors, employees or persons involved in theissuance of this report, may, tothe
extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or persons associated
with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of this report, may have
issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distributionto or use by, any personor entity inany jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or whichwould subject Phillip Securities Research toany
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This reportisintended for general circulation only and does not take into account the specificinvestment objectives, financial situation or particular needs of any
particular person. The products mentionedin this report may notbe suitable for all investors anda personreceiving or reading this report should seek advice from a
professional and financial adviserregarding the legal, business, financial, taxand otheraspects including the suitability of such products, taking intoaccountthe specific
investment objectives, financial situation or particular needs of that person, before making a commitment to invest inanyofsuch products.

This reportis not intended for distribution, publication toor use byanyperson inany jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research maydeterminein itsabsolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign researchhouse) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, inrespect of any matters arising from, or in connection with, the
analyses or reports; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received byanyperson inSingapore whois not an accredited investor,
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or rep orts.
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