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Singapore Property Sector
Headwinds continue into 2015 for residential
sector

SINGAPORE | PROPERTY | SECTOR UPDATE

e Private residential price index slid for 4" consecutive quarter in 3Q14, -0.7%
q-q.

e Drop had been gradual, only -3.9% from peak in 3Q13 vs a rise of 60% since
2009

e Cooling measures are likely to stay in the near term

e Expect headwinds in the residential sector with the stringent financing
environment and upcoming influx of residential completions in next 2 years

Sector Overview

The Property Sector in our Singapore coverage consists of Property
developers/holding companies, engaged in businesses of property development,
trading, ownership/management and services.

What is the news?

The 3Q14 residential market remains weak as private residential prices and sales
activities continue to soften by cooling measures and global macro uncertainties.
Accordingly to URA, the 3Ql4 private residential price index slid for the 4th
consecutive quarter with a drop of 0.7% qg-q, bringing the price 3.9% lower than
the peak in 3Q13. The pace of decline however slowed for this quarter. The
transacted volume for overall private residential market fell to 2955 units, the 2nd
lowest quarter since 2009. This is mainly attributed to subdued demand resulted
from the stringent financing regulations and the Hungry Ghost Festival which
traditionally had deterred home buyers. Furthermore, developers had held back
on new launches and focused on moving old inventory from previous launches.
This led to a plunge in new launched units to 1294 and primary sales to 1531 units,
a steep decline of 54% and 43% q-q respectively. 3Q14 recorded the lowest
number of new units launched and sold since 2009. Following the slowdown of the
residential housing market, the government scaled back the land supply for
residential developments on the 1H15 Confirmed List of the Government Land
Sales (GLS) program with six residential sites for about 3020 houses. This is about
23% lower than the 3900 houses on 2H14 Confirmed List.

Outlook for the residential sector

In summary, we feel that the residential market outlook remains challenging with
cooling measures likely to stay in the near term. Since 2009, the property price
index rose by 60%. However, the prices have been resilient with a gradual fall of
4% since peak in 2Q13. Government will likely maintain the stringent financing
environment to temper the demand of houses and weigh down the home prices
into 2015. Developers will have to price their projects more competitively and
double up the marketing efforts to realize sales considering the large supply of
houses to hit the market in coming 2 years. The residential price is still correcting
and should only see a price reversal in 2016 onwards.

Investment Action

We prefer developers with less residential exposure and have strong organic
growth through acquisitions or development projects. We like (1) Amara Holdings
Ltd for the future earnings growth with the completions of Amara Bangkok and JV
project CityLife@Tampines in FY15 (BUY Rating, TP: $0.70); (2) Sinarmas Land, an
Indonesian property player with a huge land bank, superior profit margins and low
gearing ratio of 2% (BUY Rating, TP: $0.96); (3) GLP for its market leader position
and the favourable demand supply dynamics for the industrial property market in
China and Japan (Accumulate rating, TP: $3.03).
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Company Rating Price TP Mkt. Cap.

(S$) (S$)  (SSmn)
Amara Buy 0.505 0.70 291
GLP Accumulate  2.63 3.03 12728
Ho Bee Accumulate  1.95 2.33 1302
OUE Accumulate  2.03 2.52 1847
Sinarmas Land Buy 0.60 0.96 1825
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Private Residential Index still declining, but at a slower pace

The 3Q14 residential market remains weak as private residential prices and sales
activities continue to soften by TSDR cooling measure policy and global macro
uncertainties. Accordingly to URA, the 3Q14 private residential price index slid for
the 4th consecutive quarter with a drop of 0.7% qg-q, bringing the price 3.9% lower
than the peak in 3Q13. The pace of decline however slowed for this quarter. We
see the greatest fall of -0.8% g-q in Core Central Region (CCR), followed by -0.4%q-
g in Rest of Central Region (RCR) and -0.3% in the Outside of Central Region (OCR).
Median Price for new non-landed houses was lower at $1.02mn with better take-
up rate for smaller units. Median size shrunk from 829 sqf in 2013 to 753 sqf in
9M14.

The transacted volume for overall private residential market fell to 2955 units, the
2nd lowest quarter since 2009. This is mainly attributed to subdued demand
resulted from the stringent financing regulations and the Hungry Ghost Festival
which traditionally had dissuaded home buyers. Furthermore, developers had held
back on new launches and focused on moving old inventory from previous
launches. This led to a plunge in new launched units to 1294 and primary sales to
1531 units, a steep decline of 54% and 43% qg-q respectively. 3Q14 recorded the
lowest number of new units launched and sold since 2009. Primary sales volume
for 4Q14 may inch higher with more project launches like Marina One Residences,
Sophia Hills and TRE Residences. Developers will boost up the marketing efforts
like giving “early bird” price discount or include other promotions to push for
initial sales. We expect the new sales volume to be in a range of 7500-8500 units
in 2014.

The Government announced the 1H2015 GLS Programme on 4 Dec 2014, with 6
Confirmed List sites and 13 Reserve List sites. Following the slowdown of the
residential housing market, the government scaled back the land supply for
residential developments with six residential sites (including 1 EC site) for about
3020 houses (including 490 units). This is about 23% lower than the 3900 houses
on 2H14 Confirmed List. With the residential sites on the 1H15 Confirmed List
located in OCR and RCR, it will help to moderate the demand-supply imbalance for
the residential market in the CCR and improve the market performance of the
sluggish luxury housing segment over time.
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Figure 1: Falling Private Residential Property Index for the 4'" consecutive quarter in 3Q14
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Figure 2: Lowest launches and primary sales quarter since 2009

8,000 13000
7,000 12000
6,000 11000
5,000
10000
4,000
9000
3,000
2,000 8000
1,000 7000
0 6000
DD DO OO OO0 ddAd A NNNNMM n < < <
83833383 guagog9o8znIII
00000000000 gd0go0d0cggogogogggogdd
I N M T A N®ODT A N® NN T AN A N®

B Launches mmmm New Sales === Median Price per sqm Non Landed (RHS)

Source: URA
Figure 3: Primary sales by regions Figure 4: Percentage of price index change g-q. Price decline
highest for Core Central Region (CCR) at -0.8%, followed by
7,000 120%  Rest of Central Region (RCR) at -0.4% and Outside of Central

Region (OCR) at-0.3% in 3Q14

80%

6,000 100%
5,000 10%
4,000 8%
3,000 o0% 6%
5 000 40% 4%
1,000 I I I 20% 2%
I R
< P PP S

2% 1Q10 3Q10 1Q11 3Ql11 1Qi12 3Ql12 1Q13W14

PR R4
NS S SN Sl S\ IN NSl 4%
B CCR Sales M RCR Sales M OCR Sales CCR RCR OCR
Source: CEIC Source: CEIC

Page | 3



Singapore Property Sector
8 December 2014

Figure 5: Residential ownership of primary sales. A higher
percentage of new units sold to PR and foreigners in 3Q14
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Falling Rental Index sees no bottoming out yet
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Figure 6: Upcoming completions of private residential supply
pipeline
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Similarly, the 3Q private residential rental index continued to head south of 0.8%
g-q after a dip of 0.6% in the previous quarter. This is the 4th consecutive quarter
of decline. The decline is led by falling rent with the widest margin of 1.9% in core
central region while there is no change for rents in the outside central region. The
vacancy rate is 7.1%, unchanged from previous quarter after rising for 5
consecutive quarters. Moving forward, the rental market will still face downward
pressure with the anticipated stream of new completions and stricter foreign

labour policies.

Figure 7: Percentage change of Property Rental Index g-q.
Highest decline (-1.9%) for rental in Core Central Region
(CCR). This is the 4th consecutive quarter of decline for CCR
Rental.
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Figure 8: Vacancy Rate of Private Residential remains flat at
7.1% in 3Q14 after 5 quarters of increase since 1Q13
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Improved resale market performance in Oct 2014 does not signal a recovery

market

There was a slight improvement of 0.1% and 0.4% on a monthly basis for the
private residential and HDB resale index respectively in Oct 2014. However, this is
not a signal that the market is recovering. In the latest update, the HDB resale
index has declined 0.8% m-o-m to 137.5 for Nov, the lowest since TSDR was
introduced. The leadtime to secure a deal is longer now. On average, it takes
about 6 months to close a deal for condominium and 3 months for HDB vs less
than 3 months in 2013. Within the next 2 years, there will be a flood of new
homes completions and it is expected that 6,000 HDB upgraders will take the keys
to their BTO flats each year. Therefore, we reckon the resale price to edge lower
into 2015 as the HDB upgraders will be compelled to sell off the current units at
lower price expectations. The transaction volume is expected to improve as the

potential buyers will enter the market as the price falls.

Figure 9: Downtrend for the Resale Index for private
resdential and HDB
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Figure 10: Resale volume for residential (non landed) and
HDB
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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.

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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