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NEUTRAL (Maintained)

and 50% of our DPU forecast respectively. LAST DONE PRICE SGD 2.62
. L . . . . FORECAST DIV SGD 0.116
= QOperating statistics were mixed. There were positive rental reversions amidst weaker
. L L TARGET PRICE SGD 2.68
occupancy. The softer retail sector outlook is still weighing down tenant sales. TOTAL RETURN 6.8%
= Maintain NEUTRAL with higher TP of $2.68 (prev. $2.36). Higher target price due to our
lower risk-free rate assumption. COMPANY DATA
R It t I BLOOMBERG CODE: CT SP Equity
es s at a glance
; g ol Een % 0/S SHARES (MN): 3,688
{SGD mn) gl Q18 [Yo¥ (%)|Comments MARKET CAP (USD mn/ SGD mn): 7085/ 9664
Gross Revenue 189.5 171.4 | 10.6% [Mainly due to consolidation of Westgate 52-WK HIILO (SGD) 2751207
(+$18.2m) at Group level upon acquisition of 3 Ayerage baily T/0 (mn) 035
remaining 70% on 1 Nov 2018, and repoening of —
Funan which contributed 3 days of revenue MAJOR SHAREHOLDERS
(+$0.9m), offset by the divestment of Sembawang
. CAPITALAND 27.2%
Shopping Centre on 18 June 2018. On a BLACKROCK 8.0%
comparable basis, revenue increased c.1.2%. on
NATIONAL TRADES UNION CONGRESS 4.8%
Net Property Income 133.2 120.8 | 10.2%
PRICE PERFORMANCE (%)
IMTH 3MTH 1YR
. . L L COMPANY 31 B1 270
Distributable Income 107.7 100.0 | 7.7% |Lifted by the acquisition of remaining 70% stake STIRETURN 16 21 66
in Westgate and reopening of Funan.
DPU (Cents) 2.92 2.81 | 3.9% PRICE VS. STI
Source: Company, PSR
2.70 A
The Positives 250 1
+ Better rental reversions albeit weaker occupancy. Rental reversions for 2Q19 were 230
+1.8% over the initial signing rents (1Q19 +1.2%). Positive reversions were observed for all ;1 |
malls except Raffles City Singapore (RCS). The highest reversions came from Lot One ; i i
(+5.6%), Westgate (+4.3%) and IMM Building (+4.2%). However, portfolio occupancy fell by Juk18  Oct18  Jan-19  Apr-19  Juk19
CT SP Equity FSSTI index

50bps QoQ from 99.8% in 1Q19 to 98.3% in 2Q19, contributed by CQ (-400 bps), Bedok
Mall (-110bps), and IMM (-90bps).

+ Funan did not cannibalize RCS. Due to the different concept and tenant mix at Funan,
the opening of Funan did not cannibalise RCS. Contrary, it increased the footfall at RCS.

The Negatives

- Weaker retail sales. Despite an improvement in shopper traffic, tenant sales for 1H19 fell
by 0.9% YoY, slightly worse off than 1Q19’s -0.5%. Eight out of 14 trade sectors recorded
negative growth with Home Furnishing (-22.4%), and IT & Telecommunications (-12.9%)
and Electrical & Electronics (-9.8%) recording the worst contraction in sales. The weakness
in these trade sectors was due to the softer property market and lengthening of the mobile
device replacement cycle. We were comforted that tenant sales psf/month improved 1.2%
YoY, and the top five trade categories that contributed >70% of gross rental income (GRI)
income were the ones that registered growth in tenant sales. These were the Sporting
Goods (+8.5%), Jewellery & Watches (+3.8%), F&B (+3.5%), Fashion (+1.6) and Shoes &
Bags (+1.3%).

- Tampines and Bedok Mall cannibalized by Jewel; weaker tenant sales recorded. Since
opening in April 2019, Jewel (owned by Sponsor, CapitalLand) has drawn crowds from the
Tampines and Bedok Mall. As of 2Q19 (3 months after the opening), tenant sales for
Tampines and Bedok Mall have settled at the c.-5% and c.-2%.

Source: Bloomberg, PSR

KEY FINANCIALS

Y/E Dec FY17 FY18 FY19e FY20e
Gross Rev (SGD mn) 682 698 898 969
NPI(SGD mn) 478 494 530 616
Dist Inc. (SGD mn) 396 406 428 511
P/NAV (X) in 107 109 107
DPU, adj (Cents) n2 15 16 B8

Distribution Yield 5.2% 5.3% 5.4% 6.4%

Source: Company, PSR

Valuation Method
DDM (Cost of equity 6.55%, Terminal Growth 1.5%)
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Outlook

Funan opened ahead of schedule, on 28 July 2019, with the occupancy of the retail mall in
the 80%. Targeting at millennials, 30% of the tenants are new-to-market. More risk-sharing
is expected as these new-to-market brands will negotiate for a higher portion (percentage)
of variable GTO rent and lower base rent. Revenues will pick up in September 2019, where
the majority of the office tenants are scheduled to move in.

7% of the leases by GRI are up for renewal in 2019, which highest lease renewals coming
from RCS (17.1%), Tampines Mall (10%) and IMM Building (9.7%).

Tenant rejuvenations are being carried out at J Cube and AEls Lot One will commence in
3Q19. Estimate cost of AEIl is ¢.520mn and will increase the space taken by the library and
reconfigure the cinema layouts to increase the number of screens. s

Maintain NEUTRAL with higher TP of $$2.68 (prev. $52.36).

We adjust our forecast to incorporate the revenues from Funan as well as reduced the risk-
free rate owing to the lower interest rate environment — and in doing so, our cost of equity
is reduced from 6.90% to 6.55%. Our target price translates to a 5.4% distribution yield
and a P/NAV of 1.09x.
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Financials

Statement of Total Return and Distribution Statement Balance Sheet

Y/E Dec, SGD mn FY16 FY17 FY18 FY19e F20e Y/E Dec, SGD mn FY16 FY17 FY18 FY19e F20e

Gross Revenue 690 682 698 898 969 ASSETS

Total Property expenses (210) (204) (204) (368) (354) Investment properties 8,064 8,311 9,411 9,903 9,777

Net Property Income 480 478 494 530 616 Trade and Other Receivables 34 32 28 35 38

Net Finance (Expense)/Inc (95) (94) (87) (104) (104) Cash and Cash Equivalents 483 523 349 302 536

Net Income before tax and FV changes 336 335 348 370 456 Total Assets 10,327 10,504 11,502 11,378 11,489

Share of results from associate 15 19 14 16 15

Share of results from JV 52 52 115 47 47 LIABILITIES

Tax expense (1) (0) 0 (0) (0) Trade and other payables 160 156 199 172 176

Net Income after tax and FV changes 403 406 477 433 518 Interest bearing borrowings 3,288 3,183 3,628 3,628 3,628

Distributable income to unitholders 394 396 406 428 511 Other liabilities 186 238 245 245 253
Total Liabilities 3,635 3,576 4,072 4,044 4,056

Per share data (SGD) EQUITY

Y/E Dec FY16 FY17 FY18 FY19e F20e Shareholder Equity 6,692 6,928 7,429 7,334 7,433

NAV 1.89 1.95 2.02 1.99 2.02

DPU (cents) 11.1 11.2 11.5 11.6 13.8

Cash Flow

Y/E Dec, SGD mn FY16 FY17 FY18 FY19e F20e Valuation Ratios

CFO Y/E Dec FY16 FY17 FY18 FY19e F20e

Net Income after tax 403 406 477 433 518 P/NAV 1.14 1.11 1.07 1.09 1.07

Adjustments 29 24 (41) 42 43 Distribution yield 5.2% 5.2% 5.3% 5.4% 6.4%

WC changes 1 (2) 19 35 (1) NPI yield 5.9% 5.8% 5.2% 5.4% 6.3%

Cashflow from ops 433 428 456 511 560 Growth & Margins FY16 FY17 FY18 FY19e F20e

CFI Growth

Capex, net (76) (99) (201) (219) (158) Revenue 3.1% -1.1% 22% 28.7% 8.0%

Others 103 188 (34) (0) (0) Net property income (NPI) 2.9% -0.3% 3.2% 7.4% 16.2%

Cashflow from investments 27 89 (235) (219) (158) DPU -1.1% 0.3% 3.0% 1.1% 19.2%

CFF Margins

Shareissuance (4) (2) (6) (4) (4) NPI margin 69.5% 70.1% 70.8% 59.0% 63.5%

Proceeds from bank borrowings, net (82) 23 (114) 206 459 Operating Income Margin 624% 62.9% 62.5% 529% 57.8%

Distributions to unitholders (394) (395) (456) (428) (511) Key Ratios

Cashflow from financing (581) (478) (395) (338) (168) ROA 3.9% 3.9% 4.2% 3.8% 4.5%

Net change in cash (121) 39 (174) (47) 234 ROE 6.0% 5.9% 6.4% 5.9% 7.0%

CCE, end 483 523 349 302 536 Net Gearing 34.8% 36.3% 36.0% 36.6% 37.1%

Source: Company, Phillip Securities Research (Singapore) Estimates
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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 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

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.
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