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Investment Highlights

ESR KENDALL SQUARE REIT, INC. FISCAL PERIOD ENDED MAY 31, 2021

Highlights for May 2021 Fiscal Period
1

Successful post-IPO operation of 10 portfolio assets

2

First DPS payout in-line to original forecast

3

Continued robust acquisition pipeline

4

Stable LTV level with sufficient borrowing capacity

5

Steady progress on ESG program implementation and achievement
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Highlights for May 2021 Fiscal Period
IPO Summary
• Dividend: KRW 134 (in-line to IPO prospectus)
• Listing Date: Dec. 23, 2020

Summary of 10 Portfolio Properties
Total Asset Size (AUM)
KRW

1,294bn

Average Cap. Rate

4.94%

• Issue Price: KRW 5,000 (closing price W6,610 as of end-May, 2021)
• Total Capital Raised: KRW 716bn (Including pre-IPO)
• Logistic Real Estate Asset Pure Play (for the first as a K-REIT)

Average Property Age

3.7years

Average WALE

4.8years

1. Calculated as weighted average by GFA and based on completion dates of assets, as of May 2021

1. Calculated based on weighted average by contracted GFA as of 31 May 2021, Total Asset Size is sum of nominal assets at ‘Subsidiary REIT 1’ and ‘REF 1-to-4’, respectively (internal).
2. Calculated as weighted average by GFA and based on completion dates of assets.
3. Based on contracted GFA as of May. 2021 (excluding committed asset drop of Anseong LP)
4. Many of the lease agreements for the properties contain monthly rental and monthly maintenance fee escalation provisions with an escalation rate of 3.0% every 2 yrs from the beginning of the lease terms, except for those agreements that have
relatively shorter lease terms of one to three years. In addition, three of the leases pertaining to the properties have monthly rental fee escalations and/or monthly maintenance fee escalation ranging from approximately 1.0% to 2.0% per year.
5. Expected to increase to 52.1% upon end-Nov, 2021.
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Further Enhancement of Unit Holder Value

134.5

134.5

Ending May 2021

Ending Nov 2021 (forecast)

1,294

End May 2021

1,559

End Nov 2021 (Forecast)

(2)

64.2

Year 1 Ending Nov 2021

5.2

69.4

LTV

LTV

49.3%

52.1%

Borrowing Capacity (4)

Borrowing Capacity (4)

Approx. KRW 173 bn

Approx. KRW 120 bn

Year 2Ending Nov 2022

1. Sum of nominal assets at ‘Subsidiary REIT 1’ and ‘REF 1-to-4’, respectively (internal).
2. Anseong LP is expected to be acquired by the REIT on June 1, 2021. Hence, Y2021 revenue and NOI contribution by Anseong LP is for the period between June 1, 2021 to November 30, 2021
3. WALE stands for Weighted Average Lease Expiry. Calculated based on the lease contracts as of Nov. 30, 2020.
4. Borrowing capacity was calculated based on the difference between LTV limit of 66.7% and the asset size of ‘Subsidiary REIT 1’.
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Robust Acquisition Pipeline Drives External Growth

1. Subject to market conditions and other factors, no existing commitment for direct injection.
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ESG - Commitment to High Environmental Sustainability Standards

5

8

Anseong Logistics Park
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Logistics Real Estate Market Overview
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Market Overview

Korea Logistics Stock per Capita
• Compared to other nations, Korea’s logistics stock per capita (0.5 sqm) is lower. Thus, we expect Korea’s logistics stock per capital will continuously increase on the back
of rapid growth of the e-commerce market and upcoming influx of new logistics centers.

• Meanwhile, the interest in the logistics investment market has increased significantly over the last five years. ESR Kendall Square mainly owns and internally manages its
stock of over 3 million sqm (GFA) in total 27 logistics centers in Korea (ESR Kendall Square owns 15 centers and REIT owns 12 centers as of end-Jun, 2021).
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Market Overview (2)

• Greater Seoul Area explains c.65% of total national logistics stock
• In the early-2010s, the trend of the logistics sector was 3PL companies
developing and expanding scattered, small-size and owner-occupied centers

• Greater Busan Area consists of Busan, Kimhae, Changwon, and the province
of Gyeongsangnam-do

• Greater Busan area accounts for c.16.3% of the total national stock by GFA (or
2 million sqm)

• Most recent trend is developing large-scale ‘Grade A’ logistics centers by
institutional investors and renown global developers

• Strong growth of E-commerce has made them an anchor tenant, providing
additional demand for new large logistics centers

• Existing users of old and smaller logistic facilities are considering and actively
migrating to new Grade A assets

• GRADE A asset means, built after 2010 in a multi-stories building, and ramps
or natural slopes that provides direct access to all floors. Scale wise, largescale of 33,000 sqm (GFA) or bigger

• During 2016-2020, we assume <1.2 mil sqm of Grade A assets have been
supplied in the market per annum

• For the next 2~3 years, we expect this to increase to 1.7 mil sqm per annum

• The sub-market is the second largest logistics area in Korea, by being near to
Busan port, global top 6 busiest port in the world, and also near the Kimhae
International Airport

• GBA is also under the effect of higher e-commerce penetration and is
enjoying the future supply pipelines of large-scale logistic stocks

• While the rapid growth of the e-commerce market is attracting global
investors and logistics developers into the overall Korean logistics market

• We are seeing increased transparency in the market with new ‘Grade A’
being added in the area
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Supply & Demand Trend

• By 2017, the number of existing logistics centers larger than
150,000 sqm was just three

• 2018~ Q1 2021, 7 new logistics centers were completed
• At least 9 more centers will be completed in the next 3 years
• Most of suitable lands in the West, the Central, and the
South-East part of Seoul are already developed or under
development

• While new developments will face head winds of shortage in
suitable zoned lands, difficulty in obtaining permits, and local
resistance from heavy traffic.

• Demand remains strong in the Grade A logistics segment,
thanks to Korea’s steady economic growth.

• E-commerce players such as Coupang, G-Market and 11th
Street have emerged as anchor tenants for core logistics
centers in Korea

• To streamline their supply chains, many companies are
directly leasing warehouses to store merchandisers and
mange inventory.

• Major local food companies and international consumer
good manufacturers and local offline retailers maintain
sizable presence within Grade A stock.

Rents Trend Overview
•
•
•
•
•
•

Proximity to central Seoul is the key driver of rents, along with the specification and quality of the asset
Connectivity to major infrastructures such as ports, airports, and expressways, and availability of local labor are also key considerations.
Traditionally, rent level was the key consideration for tenants
However, tenants now put heavier emphasis on the location, spec and facilities of centers .
3PL and e-commerce tenants require large-scale modernized logistics centers near Seoul with accessibility to all floors, which includes higher rents.
Overall rents in Greater Seoul Area have increased over the past five years at an average of c.2.2% per annum, outperforming Seoul Grade A office rents
over the same period. Logistic rents increased due to an onset of quality supply in core locations, also contributed by the solid demand from Ecommerce and 3PL players.
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Grade A Stock & Rents

Rents

• Rents in Greater Seoul Area are higher than the
average rents of national logistics centers due to
their proximity to Seoul

• Meanwhile, rents for comparably older logistics
centers with inferior characteristics (i.e., limited
docking, outdated safety systems, accessible to
different floors via elevators only) are under
downward pressure.

Sub-market

Estimated Grade A Effective Rents
(KRW/py/mth)

GRADE A
• We expect rents ‘Grade A’ logistics centers to
increase net 1% annually for the medium term for
our base case.

• Demand driver includes further expansion of ecommerce and 3PL companies, while hypermarkets
going online provides further upside risk.

• Future supply for ‘Grade A’ will be affected by
limited amount of quality infill development sites
available near Seoul, along with the tightening in
development approvals.

Bucheon Cold Logistics
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Appendix
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Summary of end-May 2021 Fiscal Period Financials

• Portfolio Size(1)

KRW 1294bn

• Market Cap

• Unrealized Gain (2)

KRW 291 bn

• DPU

(Ratio 22.4%)

• Forecast NOI yield (3)

4.94%

• 3rd FY Actual NOI Yield(4)

5.3%

• Occupancy Rate

99.9%

3rd FP Result
4th FP Forecast
5th FP Forecast

KRW 947 bn

KRW 134.4
KRW 134.4
KRW 142.5

• Total Debt Balance (1)

KRW 638 bn

• Total LTV

49.2%

(REF 1-to-4 LTV 50.5%)

• Borrowing Capacity
approx.

• NAV per share

As of the end of
Fiscal Period

1. Aggregated of Assets & Debt at ‘Subsidiary REIT 1’ and ‘REF 1-to-4’, respectively (internal)
2. Difference between the market capitalization & NAV of ‘ESR Kendall Square REIT (365550 KS)’ as of 31 May 2021.
3. Forecast NOI upon Dec 2020 IPO and specified in offering circular
4. Annualized actual NOI of 3rd FY excluding specific factors divided by total acquisition price of assets & REF 1-to-4.

KRW 173 bn

KRW 4,582

• Maturity of Long-Term Debt
3yr (2.22%, 14 Dec 2023):
5yr (2.5%, 14 Dec 2025):

KRW 255 bn
KRW 195 bn
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Fiscal Period Ended May 31, 2021 –Balance Sheet

Delta Analysis

• Full year forecast upon IPO includes half year impact of Anseong LP committed drop down (1 June 2021), which should be fully excluded for this period
• Also IPO took place end of Dec 2020, while fiscal year projection was based on 1 Dec figures, thus should be adjusted reflecting c.83% (or 5/6) during end-Dec 2020 to
end-May 2021

• Comparing to fully adjusted figures, top-line was inline to forecasts, while NP was better on cost savings and lower expenses. DPS was kept as IPO guidance at KRW 134
per share.
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Detailed Asset Overview

Source: Company Data, Appraisal Report from Pacific Appraisal Co., Ltd. (October 2020), KPMG Financial Projections and Analysis Report
Notes:
(1) Appraisal value of each asset is on a 100% equity interest in the REF that owns the relevant property
(2) Based on the pro rata amount of the total purchase price; all purchase prices are calculated based on a 100% equity interest basis except Icheon LP 1 (98.84%), Icheon LP 4 (99.06%), Yongin LP 2 (98.84%) and Pyeongtaek LP (99.13%)
(3) Y2021 refers to the period between December 1, 2020 to November 30, 2021 while Y2022 refers to the period between December 1, 2021 to November 30, 2022. Anseong LP is expected to be acquired by the REIT on June 1, 2021

