First REIT

Waiting for a sign

SINGAPORE | REAL ESTATE (REIT) | 3Q18 RESULTS

= NPl and DPU were in line with our forecast. 5.1% and 5.4% YoY boost in Gross Revenue
and NPI, respectively, driven by two acquisitions made in 4Q17.

= Potential expanded ROFR pipeline and improvement in tenant concentration from
proposed transaction announced in September.

= No marked improvement in outstanding receivables even accounting for the $$17.5mn
of rental payments received on Oct 15 that was disclosed by FIRT.

= Maintain Neutral with lower TP of $5$1.30.

Results at a glance
(SGD mn)

3QFY18 3QFY17 YoY (%) Comments
Contribution from the two properties (Buton

Gross Revenue 29.24 27.81 51% 4pg SHYG) acquired in FY17.
Higher expenses due to new acquisitions,
Net Property Income 2894 2747 5.4% progress payment for development of new
Siloam Hospitals Surabaya in 3Q 2017 and
write-off of unamortised loan costs.
Distributable Income  16.94  16.70 1.4%
DPU (Cents) 2.15 2.14  0.5%

Source: Company, PSR

The Positives

+ Lower property operating expenses. Though FIRT possesses a triple-net lease structure,
its property operating expenses were lower by 13.8% in 3QFY18 due to lower expenses
incurred for its Indonesia properties. This translates to an improved NPl margin of 99.0% in
3QFY18 from 98.7% in 3QFY17.

+ Potential expanded ROFR pipeline and improvement in tenant concentration. Basing on
the proposed transaction announced on Sep 19 (read our full report here), FIRT could have
potential expanded pipeline assets by having a dual ROFR from both Lippo Karawaci (LPKR)
and OUE Limited Healthcare (OUELH). This will also help lower the tenant concentration
risk moving forward given that LPKR is currently the single biggest lessee of its properties.

The Negatives

- Receivables collection remains slow. Outstanding receivables rose 70% QoQ to $$49.3mn
due to advance rental receivables from tenants. While S517.5mn of rental payments was
received on Oct 15 as disclosed by FIRT, receivables would still have increased ¢.9.3% QoQ.
However, a bright spot could emerge if and when the cash infusion into LPKR from its
potential divestment of stake in FIRT and its Manager could be used to pay outstanding
rental owed to FIRT.

Outlook

While outlook has improved for FIRT's receivables from a potential positive spillover effect
into rentals owed by LPKR, it remains to be seen if there could be any marked
improvement in the near-term given that the transaction is still pending the relevant
approvals. Until such an improvement comes about, we remain Neutral on FIRT. Current
gearing of 36.7% affords a debt headroom of c.5544.5m (assuming 40% gearing) to pursue
inorganic growth.

Maintain NEUTRAL with lower TP of $$1.30 (prev §$1.31)

We lower our DPU estimates as we had previously factored in an acquisition to have
materialised in 3QFY18. Accordingly, our target price was lowered to $$1.30. Our target
price translates to a FY18e yield of 6.7% and a P/NAV of 1.20x.
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NEUTRAL (Maintained)

LAST DONE PRICE SGD 1.18
FORECAST DIV SGD 0.087
TARGET PRICE SGD 1.30
TOTAL RETURN 17.4%
COMPANY DATA
BLOOMBERG CODE: FIRST SP
O/S SHARES (MN): 787
MARKET CAP (USD mn/SGD mn): 676/928
52 - WKHI/LO (SGD): 142/1%
3M Average Daily T/O (mn): 0.86
MAIJOR SHAREHOLDERS (%)
LIPPO KARAWACI 28.5%
PTMENARA TIRTA INDAH 3.%
VANGUARD GROUP INC 2.%
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KEY FINANCIALS

Y/E Sept FY16 FY17 FY18e FY19e
Gross Rev (SGDmn)  107.0 mo 178 1252
NPI1(SGD mn) 1058 1095 162 135
Dist Inc. (SGD mn) 65.2 66.7 67.8 737
P/NAV (x) 109 108 107 106
DPU, adj (Cents) 847 857 869 920

Distribution Yield, % 72% 73% 74% 78%

Source: Company Data, Bloomberg

Valuation Method

DDM (Cost of equity 7.53%, Terminal Growth 1%)
TaraWong (+65 6212 1850)
Research Analyst
tarawongsj@phillip.com.sg
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Figures 1 and 2: FIRT currently trades close to its post-GFC average valuation boundaries

Dividend Yield Price/NAV
95 - 18 -
9 17 |
85 16 |
8 15 -
a | A\
1.4 o
7 N M V) 69 3] w\_\
I'W 6.8
6.5 - 12 4 N 1.25
¥ )
6 - 11
\/ A
> " VALY,
5 1 0.9 -
45 : . : . : . : . 0.8 . . : : : : :
2010 2011 2012 2013 2014 2015 2016 2017 2018 2010 2012 2013 2014 2015 2016 2017 2018
DIVIDEND_YIELD Post GFC Average ------- +15.D. ------- 15.D

Source: Bloomberg, PSR

PX_TO_BOOK_RATIO Post GFC Average

Figure 3: FIRT has a lower price-to-book ratio than its peer, Parkway Life REIT, but is trading at a higher trailing dividend yield

Last Close (S)

Name PSR CALL PSRTP Mkt Cap (SGD mn)
FIRST REIT NEUTRAL 131 928
PARKWAY LIFE REIT 1,585

P/B Latest Gearing (%) Average Cost of debt’
117 335 4.00%
1.50 36.3 1.00%

'As at latest reported quarter

Source: Bloomberg, PSR
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Financials
Statement of Total Return and Distribution Statement Balance Sheet
Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e
Gross Revenue 100.7 107.0 111.0 117.8 125.2 ASSETS
Total Property expenses (1.4) (1.2) (1.5) (1.6) (1.8) Investment properties 1,268 1,273 1,349 1,399 1,449
Net Property Income 99.3 105.8 109.5 116.2 1235 Cash and Cash Equivalents 26.8 33.6 15.7 22.5 17.1
Net Finance (Expense)/Inc and Other Fees (29.3) (30.9) (28.7) (34.2) (34.5) Total Assets 1315 1,341 1,424 1,491 1,530
Net Income before tax and FV changes 70.0 74.9 80.7 82.0 89.0
FV changes 26.3 (10.7) 12.8 - - LIABILITIES
Tax expense (28.5) (23.9) (20.1) (18.0) (19.6) Total Current Liabilities 83.7 182.0 2415 167.7 105.0
Net Income after tax and FV changes 67.8 40.3 73.4 64.0 69.4 Interest bearing borrowings, non current 398.3 271.6 278.1 386.7 4514
Distribution adjustments (5.9) 24.9 (6.7) 4.2 4.3 Total Non-Current Liabilities 440.4 3206 330.0 4381 5028
Income available for distribution 61.9 65.2 66.7 68.1 73.7 Total Liabilities 524.1 502.6 5715 605.8 607.9

EQUITY

Shareholder Equity 791.1 777.7 7914 8043 8375
Per share data (SGD)
Y/E Dec FY15 FY16 FY17 FY18e FY19e
NAV 1.04 1.09 1.09 1.14 1.15
DPU (cents) 8.30 8.47 8.57 8.74 9.20
Cash Flow
Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e Valuation Ratios
CFO Y/E Dec FY15 FY16 FY17 FY18e FY19e
Net Income before tax 96.3 62.2 93.6 82.0 89.0 P/NAV 1.14 1.09 1.08 1.04 1.02
Interest Expense 15.1 16.0 15.7 20.9 213 Distribution yield (%) 70% 72% 73% 74% 7.8%
Management fees settled in units 6.7 3.6 4.4 8.0 8.4 NPI yield 78% 83% 81% 83% 8.5%
Cashflow from Ops 74.3 81.5 72.4 84.5 107.1 Growth & Margins FY15 FY16 FY17 FY18e FY19e
CFI Growth
Cashflow from investments (56.3) (29.9) (70.7) (48.8) (48.8) Revenue 80% 63% 37% 61% 63%
CFF Net property income (NPI) 8.1% 6.6% 34% 6.1% 6.3%
Shareissuance - - - 25.0 25.0 DPU 31% 2.0% 12% 2.0% 53%
Distributions to unitholders (50.0) (56.7) (63.0) (68.1) (73.7) Margins
Netincrease in borrowings 443 (31.1) 631 38.3 9.7 NPI margin 98.6% 98.9% 98.6% 98.6% 98.6%
Cashflow from financing (19.4) (44.8) (19.5) (28.9) (63.8) Operating Income Margin 69.5% 70.0% 72.8% 69.6% 71.0%
Net change in cash (1.4) 6.7 (17.8) 6.8 (5.5) Key Ratios
CCE, end 26.8 33.6 15.7 225 17.1 Net Gearing 33.7% 30.8% 33.5% 33.3% 32.4%

Source: Company, Phillip Securities Research (Singapore) Estimates
*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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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 entirelyon 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

™ PhillipCapital

surrounding the stock, before making our final recommendation
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Important Information

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under the
Financial Advisers Act, Chapter 110 in 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 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 report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report 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.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report 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 report 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 report 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 report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report 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
report 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 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 issuance of this report, may have participated in or invested in transactions 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 connected to Phillip Securities
Research, including but not limited to its officers, directors, employees or persons involved in the 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 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 in the 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 issuance of this report, may at any time engage in any of the above activities as set out above or otherwise hold an
interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. 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 issuance of this report, which is not reflected in this report, 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 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 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 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.

This report 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 report may not be suitable for all investors and a person receiving or reading this report 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.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute 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 research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the
analyses or reports; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.

Page | 6 | PHILLIP SECURITIES RESEARCH (SINGAPORE)



