Frasers Centrepoint Trust
A watertight deal

SINGAPORE | REAL ESTATE (REIT) | UPDATE

= FCT proposed an acquisition of a 33.33% interest in Waterway Point from its Sponsor.

= Equity fund raising of 184mn new units totaling S$437.4mn (S$369.6mn private placement
and S$67.8mn pro-rata non-renounceable preferential offering) at $$2.382 and $52.350 per
new unit, respectively.

= WWP has an NPI yield of 4.7% and is expected to contribute ¢.16.5% of the total return (on
a pro-forma basis) of FCT’s enlarged portfolio, diversifying FCT’s earnings base.

= We expect FY19e/FY20e DPU to rise 0.4% and 2.2%, respectively.

= Maintain NEUTRAL with higher TP of $$2.36 (prev. $$2.31).

What is the news?

e Proposed acquisition of a 33.33% interest in Waterway Point (WWP) from its Sponsor,
Frasers Property Limited (FPL) for a consideration of $$1.3bn (on a 100% basis) — an
implied ¢.5$433.3mn for FCT’s equity-accounted stake (see figure 1 for details on WWP).

e  Equity fund raising (EFR) of ¢.S$437.4mn comprising:

—  Private placement proceeds of $$369.6mn which included an fully-taken over-
allotment option (2.3x subscribed on 17 May 2019, at the top end of a price range of
$52.30-2.382 per new unit)

— A pro-rata and non-renounceable preferential offering of ¢.5$67.8mn for $52.30-2.383
per new unit

e  Gross proceeds from EFR intended to partially finance the proposed WWP Acquisition
(c.8$245.3mn) as well as to partially pare down bridging loans related to the earlier
announced acquisition of stake in PGIM Real Estate AsiaRetail Fund Limited (PGIM ARF)
(c.S$176.4mn).

Impact on FCT

e  Expected pro-forma DPU accretion of +0.29% from the proposed WWP acquisition, and
+0.65% if also including the PGIM ARF stake (figure 7).

e  Pro-forma gearing following the proposed WWP acquisition would be at 30.7% (FY2018:
28.6%), and at 33.2% if also including the PGIM ARF stake (figure 5).

e  WWHP is expected to contribute ¢.16.5% of the total return (on a pro-forma basis) of FCT’s
enlarged portfolio.

What do we think?

A highly anticipated and positive move, with FCT’s last sizeable acquisition only back in 2014
(Changi City Point). We believe there is upside for rental escalation and reversion rates,
supported by the recent resilience of fringe retail rents (figure 8), as well as favourable
attributes specific to WWP — it is part of an integrated residential and retail development with
an adjoining visitors’ centre and is next to the Punggol MRT/LRT stations. According to Cistri, the
population in WWP’s trade area is expected to increase by a CAGR of +3.8% to 201k by 2023.
This comes even after the stabilisation phase of the area, which saw tenant sales and footfall at
WWP surge 10% and 4%, respectively, from 2017-2018 (figure 4).

Outlook

WWHP’s NPI yield of 4.7% is in line with the FCT’s portfolio average, and is poised to match that
of its bigger portfolio malls — Causeway Point (CWP) and Northpoint North Wing (NPNW) —
which are currently north of 5%, given that it is still in a stabilisation phase (WWP only
commenced operations in 2016). Further, this acquisition helps diversify FCT’s earnings base as
both CWP and NPNW account for two-thirds of FY18 NPI.

Maintain NEUTRAL with higher TP of $$2.36 (prev. $$2.31).

We adjust our FY19e and FY20e DPU estimates by +0.4% and +2.2%, respectively (assuming
completion by 4QFY19), to account for the proposed WWP acquisition. Our target price had
been adjusted accordingly to $$2.36 (prev. $$2.31). We maintain our NEUTRAL call on FCT.
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Figure 1: Key attributes of Waterway Point Figure 2: Waterway Point

Year of Completion /

Operation Date 2015/ April 2016

Title 99-year leasehold title commencing 18 May 2011

GFA (sqft) 542,493

NLA (sqgft) 371,200 Source: RSP Architects

Figure 4: Strong tenant sales and
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Figure 3: Trade area has one of the lowest retail mall floor space per capita in Singapore at
2.77sqft, compared to that of Singapore’s average of 5.9sqft
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Figure 5: Gearing rises only marginally after the proposed WWP acquisition

Figure 6: WWP is expected to

Before contribute c.16.5% of the total return of
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Figure 7: DPU accretion of 0.29% following the WWP acquisition, on a pro-forma basis
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Figure 8: Growth of fringe retail rents have caught up and exceeded that of central retail rents
the past year
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Statement of Total Return and Distribution Statement Balance Sheet

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

Gross Revenue 184 182 193 199 209 ASSETS

Total Property expenses (54) (52) (56) (55) (59) Investment properties 2,509 2,668 2,749 3,631 3,631

Net Property Income 130 130 137 144 151 Investment in Associates - 65 66 66 66

Net Finance (Expense)/Inc (17) (18) (20) (21) (21) Non Current Assets 2,569 2,733 2,815 3,698 3,698

Trust expenses (2) (3) (2) (2) (3) Trade and Other Receivables 6.8 4.3 3.0 5.0 5.2

Manager's management fees (14) (14) (15) (16) (18) Cash and Cash Equivalents 19 14 22 35 141

Net Income 97 95 100 105 109 Current Assets 26 18 25 40 146

Other Adjustments 7 11 7 4 4 Total Assets 2,594 2,751 2,840 3,738 3,844

Distributions from associates 4 5 4 10 29

Distribution to Unitholders 108 110 111 114 121 LIABILITIES
Interest bearing borrowings, non current 516 646 596 456 585
Others 24 31 32 30 30
Non-Current Liabilities 540 677 627 486 615
Trade and other payables 40 33 46 35 37
Interest bearing borrowings, current 218 152 217 359 230
Others 21 17 16 18 18
Current Liabilities 279 202 280 412 285

Per share data Total Liabilities 819 879 907 898 900

Y/E Sep, SGD FY16 FY17 FY18 FY19e FY20e

NAV 1.93 2.02 2.08 3.06 3.16 EQUITY

DPU (Cents) 11.75 11.87 12.01 1224 13.06 Shareholder Equity 1,776 1,872 1934 2,840 2944

Cash Flow

Y/E Sep, SGD mn FY16 FY17 FY18 FY19e FY20e Valuation Ratios

CFO Y/E Sep FY16 FY17 FY18 FY19e FY20e

Net Income 123 194 167 133 218 P/NAV (x) 1.25 1.20 1.16 0.79 0.76

Adjustments (5) (74) (42) 27 40 Distribution yield 49% 49% 50% 51% 5.4%

WC changes 7 2 12 (7) 4 NPI yield 5.2% 4.9% 5.0% 4.0% 4.2%

Cashflow from operating activities 126 122 137 153 262 Growth & Margins FY16  FY17 FY18 FY19e FY20e

CFl Growth

Capex on inv properties (18) (28) (15) (17) - Revenue 29%  -1.2% 6.5% 2.8% 5.4%

Others 4 (40) 4 (424) 29 Net property income (NPI) -09% -02% 59% 4.7% 5.0%

Cashflow from investing activities (13) (68) (12) (441) 29 DPU 13% 1.0% 13% 19% 6.7%

CFF Margins

Shareissuance - - - 437 - NPI margin 70.6% 713% 71.0% 723% 72.0%

Distributions to Unitholders (108) (108) (112) (112) (120) Net Income Margin 52.7% 52.2% 51.7% 52.6% 52.3%

Others (2) 49 (5) (23) (66) Key Ratios

Cashflow from financing activities (110) (59) (117) 302 (186) Gearing 283% 29.0% 28.6% 21.8% 21.2%

Net change in cash 3 (5) 8 14 105 ROA 3.7% 3.4% 3.5% 2.8% 2.8%

CCE, end 19 14 22 35 141 ROE 5.5% 5.1% 5.2% 3.7% 3.7%

Source: Company, Phillip Securities Research (Singapore) Estimates
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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 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 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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