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City Development Ltd

No reason to doubt

Core earnings remain strong! - Accumulate
SINGAPORE | REAL ESTATE | 2Q14 Results

e CDL reported 2Q14 revenue of $$861.1 mil (+5.9% y-o-y), PATMI of S$137.9
mil (-32.8% y-0-y). Focusing on its core earnings, and excluding divestment
gains in 2Q2013, PATMI represented 89.7% y-o-y gain.

e Current gearing remains low at ~33%, allows for new value accretive real
estate deals.

¢ Maintain “Accumulate” rating, with optimistic outlook on future deals, a TP of
$$11.26 based on 30% discount to RNAV $516.08.

The property development segment remains the largest contributor of the
Group’s pre-tax profits, at S$85.3M. CDL saw revenue from this segment increase
+7.9%% y-o-y and pre-tax profit showed 38.4% increment over 2Q2013. This was
due to profit contribution from ongoing joint venture projects. There was no
mention of any maiden contribution of new projects.

Profits from top-selling Coco Palms and Commonwealth Towers have yet to be
recognised as were those from three fully sold Executive Condo. Coco Palms is a
resort-inspired 944-units condo (780 units launched / 670 units sold - bestselling
project May & June’14). Commonwealth Towers is a dual tower, 845-units condo,
located within stone throw of Queenstown MRT station (400 units launched / 304
units sold).

Hotel segment undergo harsh market conditions including “geopolitical events”
which particularly impacted Asian markets. Higher operating costs and ongoing
refurbishments resulted in lower room inventory and higher depreciation.
Nonetheless, hotel operations, primarily from Millennium & Copthorne Hotels,
form the next highest contributor to earnings. Profit before tax streaming from
Hotels increased 3.5% y-o-y.

Net gearing ratio remains low at 33%. Additionally, CDL’s books do not include the
valuations surplus on investment properties. Factoring in our estimates of the
valuation, we reckon that CDL “true” net gearing stands at c.22%.

How do we view this

CDL’s 2Q14 results were largely in line with our estimates. Earnings from core
operations are back on a healthy growth profile. Top line revenue contribution
from its property segment recovered, better operation controls allowed it to
deliver a strong rebound in profits. We expect healthy take-up rate for its
upcoming residential launches. Additionally, there may be a potential spike in its
revenue and earnings, when EC projects are completed. The hotel segment
remained resilient in the midst of recent unfortunate events. The company
possesses a strong balance sheet, with S$3.4B cash and low gearing ratio of 0.33x.
We expect CDL to secure more value accretive projects/acquisitions in FY2014 and
beyond.

Investment Action

We maintain “Accumulate” rating, with an optimistic outlook on future value
accretive real estate acquisitions. We value CDL at TP of $$11.26.

Results at a glance

(SGD mn) 2Q14 2Q13 y-y(%) 1Q14 g-q(%) Comments

Revenue 861.1 8135 5.9%  734.2 17.3% Higher revenue from core activities
EBITDA 258.5 348.0 -25.7% 221.2 16.8% Lack of divestment gains

EBIT 210.6 3024 -30.3% 175.0 20.4% Lack of divestment gains

PATMI 1379 137.7 0.1% 119.7 15.2%

MCI (P) 046/11/2013
Ref. No.: SG2014_0137
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Rating: Accumulate
Accumulate at SS11.26

Target Price (SGD) 11.26
Forecast Dividend (SGD) 0.19
Closing Price (SGD) 9.78
Potential Upside 17.1%

Company Description

Incorporated in 1963, City Developments Ltd is a
leading residential developer. CDL has built over
15,000 fine homes since 1963. It is also one of
Singapore's biggest commercial landlords with more
than 30 prime commercial buildings. With a stable of
101hotels, the CDL Group is a leading hotel owner and
operator. Its portfolio includes the Millennium,
Copthorne and Kingsgate chains of hotels.

Company Data

Raw Beta (Past 2yrs weekly data) 1.23
Market Cap. (USD mn / SGD mn) 7139 /8893
3M Average Daily T/O (mn) % 0.7
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Key Financial Summary

FYE Dec FY11 FY12 FY13 FY14F  FY15F
Revenue (SGD mn) 799 3354 3,162 3,352 3,309
NPAT, adj. (SGD mn) 799 678 683 686 753
EPS, adj. (SGD) 0.84 0.71 0.72 0.72 0.79
P/E (X),adj. 12.3 15.5 15.0 14.9 13.6
BVPS (SGD) 7.51 5.97 8.63 8.90 9.21
P/B (X) 1.4 1.8 1.2 1.2 1.2
DPS (SGD) 0.18 0.12 0.16 0.19 0.21
Div. Yield (%) 1.7% 1.1% 1.5% 1.8% 1.9%

Source: Company Data, PSR est.
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RNAV - Base Case
Total Per Share Percentage
Resi SG 4,756 M 5.2 28%
Global 226 M 0.2 1%
Hotels Global 3,099 M 3.4 18%
Office SG 5,043 M 5.5 30%
Global 627 M 0.7 4%
Retail SG 2,618 M 2.9 16%
Global 216 M 0.2 1%
Others Global 283 M 0.3 2%
Total GAV 16,869 M 18.6
add cash: 2,871 M 3.2
Less Debt -4,826 M -5.3
RNAV 14,914 M 16.4
No. of shares 909 M
Target Price 30% 10,440 M 11.48
(30% discount to RNAV)
Premium over current price 17.28%




City Development Ltd

Phillip Securities Research Pte Ltd

PhillipCapital

14 August 2014 Your Partner In Finance
FYE Dec FY11 FY12 FY13 FY14F FY15F FYE Dec FY11 FY12 FY13 FY14F FY15F
Income Statement (SGD mn) Balance Sheet (SGD mn)
Revenue 3,280 3,354 3,162 3,352 3,309 PPE 3,313 3,405 3,566 3,418 3,270
EBITDA 1,261 1,069 1,018 1,029 1,103 Intangibles 0 0 0 0 0
Depreciation & Amortisation -133 -148 -148 -148 -148 Associates & JVs 1,095 1,225 1,265 1,276 1,286
EBIT 1,127 920 870 881 954 Investments 2,907 2,916 2,786 2,900 3,011
Net Finance (Expense)/Inc -53 -40 -45 -48 -37 Others 561 264 193 193 192
Other items 0 0 0 0 0 Total non-current assets 7877 7810 7,811 7,786 7,759
Associates & JVs 62 80 68 67 70 Development properties 3,244 4,311 4,327 4,049 3,759
Exceptional items 0 0 0 0 0 Financial assets 26 33 37 37 37
Profit Before Tax 1,136 960 892 900 988 Trade receivables 1,201 1,183 1,635 1,102 1,088
Taxation -175  -100 -69 -94  -103 Cash 2,603 2,157 2,871 4,353 5,593
Profit After Tax 962 860 823 806 885 Others 11 115 11 11 11
Non-controlling Interest 163 182 140 120 131 Total current assets 7,086 7,798 8,880 9,551 10,488
Net Income, reported 799 678 683 686 753 Total Assets 14,962 15,608 16,691 17,338 18,247
Net Income, adj. 799 678 683 686 753 Short term loans 1,477 998 968 718 518
Accounts Payables 982 1,034 1,313 1,034 1,020
Others 361 302 231 231 231
FYE Dec FY11 FY12 FY13 FY14F FY15F Total current liabilities 2,819 2,334 2,512 1,983 1,770
Per share data (SGD) Long term loans 2,929 3,469 3,858 4,707 5,460
EPS, reported 0.86 0.73 0.74 074 0381 Others 518 548 492 492 492
EPS, adj. 0.84 0.71 0.72 0.72 0.79 Total non-current liabilities 3,447 4,017 4,350 5,199 5,952
DPS 0.18 0.12 0.16 0.19 0.21 Non-controlling interest 1,869 1,953 1,983 2,061 2,146
BVPS 7.51 5.97 8.63 8.90 9.21 Shareholder Equity 6,827 7,304 7,845 8,095 8,379
FYE Dec FY1l FY12 FY13  FY14F FY15F FYE Dec FY11l FY12 FY13 FY14F FY15F
Cashflow Statements (SGD mn) Valuation Ratios
CFO P/E (X), adj. 12.3 15.5 15.0 14.9 13.6
PBT 1,136 960 892 900 988 P/B (X) 1.37 1.85 1.24 1.21 1.16
Adjustments -83 -18 -41  -166  -180 EV/EBITDA (X), adj. 12.2 14.4 15.2 15.0 14.0
WC changes 91 -673 -176 531 290 Dividend Yield (%) 1.7% 1.1% 1.5% 1.8% 1.9%
Cash generated from ops 1,145 269 676 1,265 1,098 Growth & Margins (%)
Others -162 -204  -135 -94  -103 Growth
Cashflow from ops 983 65 541 1,172 995 Revenue 49% 2.2% -5.7% 6.0% -1.3%
CFI EBITDA 11.2% -15.2% -4.7% 1.1% 7.2%
CAPEX, net -195 -48 -24 -114 -111 EBIT 13.6% -18.4% -5.5% 1.2% 8.4%
Others 247  -305 238 100 106 Net Income, adj. 6.6% -15.1% 0.7% 0.5% 9.8%
Cashflow from investments 53 -353 214 -14 -5 Margins
CFF EBITDA margin 38.4% 31.9% 32.2% 30.7% 33.3%
Share issuance 0 0 0 0 0 EBIT margin 344% 27.4% 27.5% 263% 28.8%
Loans, net of repayments -28 75 85 508 452 Net Profit Margin 29.3% 25.7% 26.0% 24.0% 26.7%
Dividends -247 -182 -251 -184 -202 Key Ratios
Others -144 47 -84 0 0 ROE (%) 12.1%  9.6% 9.0% 8.6% 9.1%
Cashflow from financing -419 -59  -250 324 250 ROA (%) 55% 4.4% 4.2% 4.0% 4.2%
Net change in cash 616  -347 505 1,482 1,240
Effects of exchange rates -2 -14 17 0 0 Net Debt/(Cash) 1,803 2,310 1,955 1,072 385
CCE, end 2,603 2,157 2,871 4,353 5,593 Net Gearing (X) 20.7% 25.0% 19.9% 10.6% 3.7%

Source: Company Data, PSR est
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PSR Rating System

Total Returns Recommendation  Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5

We do not base ourrecommendations 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 orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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Important Information

This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City Tower, Singapore 179101 (Registration Number:
198803136N), which is regulated by the Monetary Authority of Singapore (“Phillip Securities Research”). By receiving or reading this publication, you agree to be
bound by the terms and limitations set out below.

This publication has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in part, for any purpose.
If you have received this document by mistake, please delete or destroy it, and notify the sender immediately. Phillip Securities Research shall not be liable for
any direct or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources, which Phillip Securities Research has no reason to believe are unreliable
and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this publication are based on such information and
are expressions of belief of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this information and no
representation or warranty, express or implied, is made that such information or Research is accurate, complete, appropriate or verified or should be relied
upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities Research shall not have any
responsibility to maintain or update the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no
event will 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 preparation or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not
limited to any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage of this publication or (ii) accept
any legal responsibility from any person who receives this publication, even if it has been advised of the possibility of such damages. You must make the final
investment decision and accept all responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or other
materials presented in this publication.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any
time without prior notice.

Past performance of any product referred to in this publication is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This publication should not be relied upon exclusively
or as authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this publication has
been made available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this
material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this publication involve
significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made, unless all
such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained
herein with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such product.

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 in the preparation or issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and
worldwide, including but not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities),
brokerage or securities trading activities. 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 in the preparation or issuance of this report, may have participated in or invested in transactions
with the issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business from such issuers. Additionally,
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 in the preparation or issuance of this report, may have provided advice or investment services to such companies and investments or related
investments, as may be mentioned in this publication.

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 in the preparation or issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in
related futures or options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other
compensation in respect of the foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any
fluctuation in exchange rates between US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an
adverse effect on the value, price or income return of the investment.

To the extent permitted by law, 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 in the preparation or issuance of this report, may at any time engage in any of the above activities as set out
above or otherwise hold a interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this
publication. Accordingly, information may be available to 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 in the preparation or issuance of this report, which is not reflected in this
material, and 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 in the preparation or issuance of this report, may, to the 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 preparation or issuance of this report, may have issued other material that is inconsistent
with, or reach different conclusions from, the contents of this material.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research

to any registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on Investment Products (FAA-NO1) do not apply in
respect of this publication.
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This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of
any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek
advice from a professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking
into account the specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such

products.

Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection with, this document.

This report is only for the purpose of distribution in Singapore.
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