City Developments Limited

Still resilient in face of adversity

SINGAPORE | REAL ESTATE | FY18 RESULTS (CHANGE OF ANALYST)

= 4Q18 and FY18 PATMI below our expectations, mainly due to impairment losses recorded.

=  Dividend of 20.0 cents per share for FY18 (FY17: 18.0 cents) was declared (including a 6.0 cent
special interim dividend that was paid out in Sep 2018).

=  Robust demand for launched Singapore projects — including those launched after July 2018.

= Steadily ramping up recurring income stream with addition of two London commercial buildings,
ongoing AEl at Republic Plaza, and other potential AEl targets.

=  Sizeable impairment losses recorded on back of U.S. hotels dragged 4Q18 PATMI down by 64%.
Excluding this, and on a like-for-like basis, 4Q18 PATMI would have increased 17% YoY.

= Maintain ACCUMULATE with adjusted TP of $511.82 (change of analyst).

Results at a glance

(SGD mn) 4Q18  4Q17 |YoY (%) Fyis FY17 |YoY (%) Comments (4Q18 vs 4Q17)
Gross revenue  788.3 1,327.8 | (40.6)| 4,222.6  3,829.2 | 10.3%|Lower revenue due to full recognition of revenue and profit
from The Brownstone EC which obtained its TOP in Oct
2017, and gain from partial divestment of interest in two
Chonggqing projects in 2017.
- Property 196.9 759.4 | (74.1)] 2,045.3 1,652.7 | 23.8%|Same as above
Development
- Hotel 452.9 450.2 0.6 | 1,679.4 1,694.2 | -0.9%|Loss of $53.2 million was registered for this segment in
Operations Q418, following significant hotel impairments particularly in
the US and full closure of the Mayfair hotel in July 2018.
- Rental 102.8 86.1 19.4 358.2 346.9 3.3%
Properties
- Others 35.7 32.0| 11.6 139.6 135.4 3.1%
Gross profit 436.6 471.3 (7.4)] 19141 1,684.2 | 13.7%
Operating 90.4 220.0 | (58.9) 904.6 797.1| 13.5%
profit
PATMI 72.8 202.3 | (64.0) 557.3 522.2 6.7%|PATMI increased 17%, when excluding the S$94.1mn
impairment losses for hotels, $$20.1mn allowance for
foreseeable losses for the two small-scale Central London
development projects, and a gain from the partial
divestment of interest in two Chongqing projects in
Chongqing in 2017.

Source: Company, PSR

The Positives

+ Robust demand for launched projects — including those launched after July 2018 cooling measures.
The property development segment was the clear outperformer in FY2018. Keeping in mind its non-
recurring nature, this segment has traditionally reported similar revenue to the hotel operations
segment. Total sales value rose 14% YoY despite a 5% YoY lower number of units sold, and this is
largely owed to New Futura (c.93% sold) — which carried a record price tag of ¢.5S$3,500psf, with
$$4,009psf being the highest price transacted for a non-penthouse unit to date. In addition, projects
such as Whistler Grand (S$1,380psf, 716 units) and South Beach Residences (S$3450psf, 190 units)
were able to achieve a total take-up rate of c.36% and c.28% despite being launched after July 2018.

+ Steadily ramping up recurring income stream. The acquisition of the two prime Grade A freehold
commercial buildings in London (Aldgate House and 125 Old Broad Street) is in line with the Group’s
strategy of achieving an AUM of S$5bn by 2023 and expanding its recurring income stream to S$900mn
by 2028. These two properties are currently under-rented and have an upside of up to c.27% -
particularly for the latter property, of which has 24% of its leases up for expiry this year, of which half
have already been committed to higher rental levels. In addition, its Yaojiang International property in
China had begun its master lease agreement with Distrii (which CDL has a 24% stake in) in Nov 2018.

The Negatives

- Sizeable impairment losses on back of U.S. hotels. S$94.1mn of impairment losses were recorded in
4Q18, mainly on the back of its U.S. hotels (stemming from an industry-wide challenge on the
operating cost structure). This — in addition to the $$20.1 million allowance for foreseeable losses for
two small-scale Central London development projects which may potentially be leased out and the loss
of revenue from the temporary full closure of the Millennium Hotel London Mayfair in July 2018 —
dragged PATMI down by 64% in 4Q18. Excluding these factors and the FY17 gains from the partial
divestment of two Chongqing projects, 4Q18 PATMI would have increased 17% YoY.
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Outlook

While CDL’s share price - along with most Singapore property developers’ - took a beating post July
2018 cooling measures, net buys have since flowed back into the counter, and it has to-date
recovered to ¢.85% of where it stood immediately before the cooling measures were announced.

With CDL largely being in the Singapore residential segment, its earnings drivers substantially weigh
on the sales efficacy of its five launches this year (figure 1). Sumang Walk is the only executive
condominium launch of the year and is expected to receive healthy interest — already getting
requests to be placed on the site’s waiting list. Another site — Boulevard 88 in district 10 — had also
already received informal interest for one of its highest-priced units. The Group is confident of
achieving still-healthy margins given its successful land banking efforts earlier on in the cycle.

Going forward, the Management communicated that the strategy is to grow organically — with the
possibility of asset-transfer into a fund as seed assets, as well as inorganically — via listed and
unlisted real estate platforms. The recurring income segment and fund management platform will
thus increasingly be the main areas of focus for CDL, such that the Group’s topline can be bolstered
by a steady stream of income. CDL had previously announced its intention to unwind its three
existing profit participation securities (PPS), having already divested Manulife Centre (under PPS 2)
in Jan 2019. CDL is also in discussions with Blackstone to extend the fund life for PPS 1, particularly
for the W Residences. Asset enhancement initiatives (AEls) are underway for its flagship office
building, Republic Plaza, which is slated to complete in 2H19. Other potential AEl targets are the
Fuji Xerox Towers (Singapore), City Industrial Building (Singapore), Jungceylon Mall (Phuket,
Thailand), and Aldgate House (London, UK).

On property development, CDL is focused on clearing its already-low Singapore inventory while also
keeping an eye on any attractive government land sales sites (more so than en-bloc sites). The
Management opined that, barring any geopolitical shocks, property prices should stabilise in the
near term, given the pent-up demand and demand from cash-rich en-bloc sellers.

Figure 1: CDL’s Singapore residential launches for 2019

Project/ Site Tenure Total Est Total Land Price | Land Cost | Expected
Units Saleable Area ($ million) | ($ psf ppr) Launch
(sq ft)

Boulevard 88

(Former Boulevard Hotel site) FEETHE 316,844

Amber Park Freehold  80% 592 604,000 9067 1515 1H 2019
Haus on Handy 99-year 100% 188 121,242 2122 1,722

Sumang Walk (Exec Condo site) 99-year 60% 820 899,740 509 4 583

Sengkang Central 99-year 50% 680 549,902 7778 — 2H 2019

> 2,400 units  ~2.5 million sq ft

Source: Company

Figure 2: CDL’s current PPS structures, which it currently acts as the asset manager for

PPS 1 — Dec 2014

PPS 3 — Oct 2016

$1.0 billion comprising
Nouvel 18, a 156-unit
luxury residential
development at
Anderson Road

$1.1 billion comprising three office properties:

» Manulife Centre » Asset sold to ARA & Chelsfield Asia for $555_5 million in Jan 2019
» 7 &9 Tampines Grande » EOI ongoing

> Central Mall (Office Tower)» Acquired remaining 60% stake from Alpha in Dec 2018

Source: Company
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Maintain ACCUMULATE with adjusted TP of $$11.82 (prev S$13.40).

Our RNAV-derived target price represents 1.0x FY19e P/NAV. Adjustment to target price was mainly
to account for a different set of assumptions, including the discount used against the revalued net
asset value (RNAV), following a change of analyst.

Figure 3: RNAV Table

Segment Location Amount (S$'m) Per share (S$)
Residential SG + Overseas 6,934 0.80
Office SG 7,595 8.37
Hotels SG 512 0.56
Retail SG 974 1.07
Industrial SG 103 0.11
Commercial Overseas 550 0.61
Add: Market Value of stakes in Listed Entities

Millenium and Copthorne (65% stake) 1,695 1.87
CDL Hospitality Trust (39% stake) 743 0.82
Total GAV 19,106 21.07
Add FY19e cash: 2,536 2.80
Less FY19e debt: 6,327 6.98
RNAV: 15,315 16.89
No. of shares ('m) 907

Discount to RNAV (%) 30

Target Price 11.82

Source: Company, PSR
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Balance Sheet

Y/E Dec, SGD mn FYle FY17 FY18 FY19e FY20e Y/E Dec, SGD mn FY16 FY17 FY18 FY19e FY20e

Revenue 3,905 3,829 4,223 4,124 4,262 ASSETS

Gross Profit 1,758 1,684 1,914 1,879 1,960 PPE 5,136 4,999 5,013 5,264 5,527

Depreciation & Amortisation 222 215 219 227 239 Associates & JVs 1,462 1,502 1,735 1,783 1,835

EBIT 924 797 905 998 1,050 Investment Properties 2,346 2,449 3,741 3,741 3,741

Net Finance (Expense)/Inc (80) (78) (94) (104) (104) Others 774 1,027 1,296 1,032 1,118

Associates & JVs 71 44 65 55 60 Total non-current assets 9,717 9,976 11,786 11,820 12,222

Profit Before Tax 914 763 876 949 1,006 Development property 5,209 4,308 5,704 6,051 6,585

Taxation (151) (106) (215) (157) (167) Accounts Receivables 1,166 896 955 1,232 1,273

Profit After Tax 763 657 661 792 839 Cash balance 3,673 3,776 2,289 2,536 2,890

Non-Controlling Interest 109 135 103 116 118 Others

Net Income, reported 968 657 661 792 839 Total current assets 10,081 9,388 9,099 9,850 10,779
Total Assets 19,797 19,364 20,886 21,670 23,001
LIABILITIES
Short term loans 1,783 1,266 1,258 1,259 1,659
Accounts Payables 1,575 1,299 1,293 1,663 1,719
Others 301 752 552 382 410
Total current liabilities 3,659 3,317 3,104 3,305 3,788
Long term loans 3,955 3,756 5,069 5,068 4,668
Others 774 645 439 654 616
Total non-current liabilities 4,729 4,401 5,508 5,723 5,285

Per share data (SGD) Total Liabilities 8,389 7,718 8,612 9,027 9,072

Y/E Dec, SGD FYl6 FY17 FY18 FY19e FY20e

EPS, reported 0.70 0.56 0.60 0.87 0.92 EQUITY

DPS 0.12 0.18 0.20 0.19 0.20 Shareholder Equity 9,294 9,391 10,041 10,365 11,685

BVPS 10.22 10.33 11.05 11.43 12.88 Non-controlling interest 2,115 2,255 2,233 2,278 2,244
Total Equity 11,409 11,646 12,274 12,643 13,929

Cash Flows Valuation Ratios

Y/E Dec, SGD mn FY16 FY17 FY18 FY19e FY20e Y/E Dec, SGD mn FY16 FY17 FY18 FY19e FY20e

CFO P/E (X), adj. 16.79 21.11 19.73 13.57 12.80

Profit for the year 763 657 661 792 839 P/B (X) 1.16 1.14 1.07 1.03 0.92

Adjustments 94 189 267 269 276 Dividend Yield (%) 0.01 0.02 0.02 0.02 0.02

WC changes 330 297  (1,531) (254) (519) Growth & Margins (%)

Cash generated from ops 1,186 1,249 (389) 807 596 Growth

Taxes paid, others (157) (162) (211) (157) (167) Revenue 18.2% -2.0% 10.3% -2.3% 3.3%

Cashflow from ops 1,030 1,087 (600) 650 430 EBIT -2.8%  -13.7% 13.5% 10.3% 5.2%

CFI Net Income -11.9% -13.8% 0.5% 19.8% 6.0%

CAPEX, net (204) (45) (106) (251)  (263) Margins

Cashflow from investments 318 (85) (1,729) (887)  (966) EBIT margin 23.6%  20.8%  21.4%  24.2% 24.6%

CFF Net Profit Margin 19.5% 17.2% 15.6% 19.2% 19.7%

Dividends paid (237) (244) (285) (170) (180) Key Ratios

Cashflow from financing (1,154)  (939) 898 611 890 ROE (%) 6.7% 5.6% 5.4% 6.3% 6.0%

Net change in cash 193 63 (1,431) 374 353 ROA (%) 3.9% 3.4% 3.2% 3.7% 3.6%

Effects of exchange rates - (31) (6) - -

CCE, end 3,609 3,599 2,162 2,536 2,890 Gearing (X) 0.29 0.26 0.30 0.29 0.28

Source: Company, PSR Estimates

*Forward multiples and yields are based on current market price; historical multiples and yields are based on historical market price.
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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 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 licence 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

(ii) 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.
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