Frasers Centrepoint Trust

Primed and awaiting imminent growth

SINGAPORE | REAL ESTATE (REIT) | FY19 RESULTS

= 4Q19 and FY19 NPI and DPU in line with our forecast.

=  Positive rental reversions, higher footfall and increase in FY19 revenue (excluding non-
cash accounting adjustments).

=  Growth catalysts include FCT’s pipeline assets, intensification of Woodlands and
Punggol will benefit CWP and WWP, renewed strength in fringe retail rents and
possible acquisition of PGIM’s assets.

=  Maintain ACCUMULATE with higher TP of $$3.11 (prev. $52.77). Higher target price
due to the addition of the 6.7% stake in Waterway Point and FCT’s increased stake in
PGIM.

Results at a glance
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ACCUMULATE (Maintained)

(SGD mn) 4Q19 4Q18 [YoY (%)| FY19 FY18 |YoY (%) Comments (4Q19 vs 4Q18)

42.7 433 |-1.5%|173.5 171.5| 1.2% |Revenue was lower due to non-cash
accounting  adjustments.  Excluding
which, 4Q19/FY19 revenue and NPI
were up 2.8%/1.7% and 4.8%/1.5% due
to better occupancy and higehr
average rentals

Excluding non-cash accounting
adjustments, 4Q19 NPI was

S$34.14mn, 4.8% higher YoY

Higher due to acwuisition and
subsequent increase in stakes in PGIM
and WWP
Higher percentage of management
fees paid in units (4Q19/4Q18
35%/20%)

Gross Revenue

Net Property Income 32.8 32.9|-0.1% | 139.3 137.2 | 1.5%

Distributable Income 30.4 25.8|17.9%( 118.7 111.3| 6.6%

DPU (Cents) 291 2.86| 1.8% | 12.07 12.02 | 0.5%

LAST DONE PRICE SGD 2.75
FORECAST DIV SGD 0.121
TARGET PRICE SGD 3.11
TOTAL RETURN 17.5%
COMPANY DATA

BLOOMBERG CODE: FCTSP
0O/S SHARES (MN) : 1,116
MARKET CAP (USD mn /SGD mn) : 2252 /3070
52 -WKHI/LO (SGD): 2.87/2.12
3M Average Daily T/O (mn): 3.12
MAJOR SHAREHOLDERS

FRASERS PROPERTY LTD 36.4%
SCHRODERS PLC 4.4%

PRICE PERFORMANCE (%)

1IMTH 3MTH 1YR

Source: Company, PSR

The Positives

+ Positive rental reversions of 4.8% for FY19 (FY18 +3.2%). Highest reversions registered
at Causeway Point (CWP) (+7.4%), FCT’s largest contributor to revenue. Reversions for the
rest of the assets ranged from -1.4% to 2.2%.

+ Shopper traffic up 8.9% in 4Q19 while tenant sales came in flat. Northpoint City North
Wing (NPNW), Changi City Point (CCP) and Waterway Point (WP) registered growth in
tenant sales between 2% to 6%. However, this was offset by lower tenant sales at due to
business disruptions at CWP (partial closure of basement due to underground pedestrian
link (UPL) works) and Anchorpoint (changes in anchor tenant).

The Negatives

- Occupancy slipped 0.3ppts QoQ to 36.5%. Causeway Point’s occupancy was 97.0%,
lower compared with 98.4% last year due to the ongoing works relating to the construction
of the UPL link at its basement level, which is expected to complete in December 2019.
Anchorpoint’s occupancy currently at 79.0%, is expected to improve to 94.2% when the
new tenants complete their fitting-out progressively in October and November 2019.
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KEY FINANCIALS

Y/E Sept FY18 FY19 FY20e FY21le
Gross Rev (SGDmn) 193 196 201 206
NPI (SGD mn) 137 139 169 172
Dist Inc. (SGD mn) 111 120 166 179
P/NAV (x) 1.36 1.32 124 134
DPU, adj (Cents) 12.01 12.08 14.81 15.99

Distribution Yield 4.4% 4.4% 54% 5.8%

Source: Company, PSR

Valuation Method
DDM (Cost of equity 6.55%, Terminal Growth 1.5%)
Natalie Ong (+65 6212 1849)

Research Analyst
natalieongpf@phillip.com.sg
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Outlook

FCT’s malls are located in suburban residential areas with the following characteristics:

1. Comparatively lower retail space per capita, for instance (<3 sqgft of mall floorspace per
capita versus >6 sqft in the central parts of SG) (Figure 1)

Figure 4: Five out of six of the top
trade categories contribution to
Gross Rental Income are necessity

2. Located adjacent to transport hubs (MRT stations and bus interchanges) (Figure 2) spending —
3. Suburban districts are beneficiaries of SG’s decentralisation and will experience an Nos Ltz 2 L2 00 4Q1?
increase in catchment population (Figure 3) ! FOOd.& e 37.8?
4. Revenue underpinned by necessity spending (Figure 4) 2 Fashion A
. p y Yy sp girig 3 Beauty & Health 11.3%
4 Services 9.1%
The two largest malls in FCT’s portfolio will benefit from URA’s draft master plan 2019. 5 Household 7.1%

CWP will benefit from the repositioning of Woodlands Regional Centre as the largest 6 Supermarket & Hypermarket  4.9%
economic hub while Waterway Point will benefit from the business park and university Source: Company, PSR
infrastructure aimed at supporting digital economy jobs.

Figure 5: FCT and FPL’s respective
PGIM Real Estate AsiaRetail Fund (PGIM ARF) is an open-ended fund primarily holding gtakes in PGIM

suburban retail assets in SG (6 assets) and Malaysia (2 assets). PGIM’s malls bear similar
characteristics and yields as FCT’s assets (Figure 2). FCT’s interest in PGIM has progressively
increased (due to the redemption of PGIM shareholders from the fund) and currently
stands at 24.8%. Together with Sponsor Frasers Property Ltd’s (FPL) 63.1% stake, the group
has an 87.9% stake in PGIM (Figure 5). As a private fund, PGIM does not enjoy tax
transparency treatment that FCT does - we estimate PGIM’s tax rate to be approximately
10% - 15%. PGIM’s portfolio consists of several suburban retail malls and further
entrenches FCT’s presence in the suburban retail space. With the group’s controlling stake
in PGIM, FCT’s acquisition of some of PGIM’s assets appears to be in the cards and would
yield immediate tax savings.

FCT PFL Total

04 Apr19 18.8% 47.8% 66.6%

28 Apr19 21.1% 53.7% 74.9%

30Sep 19 24.8% 63.1% 87.9%
Source: Company, PSR

Maintain ACCUMULATE with higher TP of $$3.11 (prev. $5$2.77).

We adjusted our forecast to account for the addition of the 6.7% stake in Waterway Point
and FCT’s increased stake in PGIM. We believe there is further upside to FCT’s valuation,
with growth catalysts stemming from

A. Pipeline assets (Figure 6);

B. Potential acquisition of PGIM’s assets;

C. FCT’s capability to tap on strength in fringe retail rents.

Our target price translates to a FY20e/FY21e distribution yield of 5.4%/5.8% and a total
upside of 17.5%.

Figure 1: FCT’s malls are located in regions that have comparatively lower mall floorspace
per capita
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Figure 2: Malls located adjacent to transport hubs (MRT stations and bus interchanges)
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Figure 3: Projected 67.6% jump in HDB units surrounding FCT’s three largest malls

. Current

FoRLC l';"ﬁg Units + HDB Growth
FCT Malls Under En"';f'r Projected p;rtz;t":ﬂ;"
con_struc constructi Ultimate Ultimate

tion
on
Cagﬁﬁ:‘;’a" Woodlands | 242,500 | 68,153 3164 71317 | 102,000 43%
Yishun 196,600 | 62,786 4154 66,240 84,000 25%
MNorthpoint
City
Sembawang | 73,500 | 26834 3.497 30,331 65,000 114%
W?,‘gi':]"{ay Punggol 134,100 | 49229 8.806 58,035 96,000 65%

Source: HDB, Company

Figure 6: FCT’s pipeline properties

;F;Iécstive Book value NLA Occupancy Occupancy

interest (S$mn) (sqm) (FY18) (FY17)
Robertson Walk 100% 136 8,900 80.7% 85.6%
The Centrepoint 100% 561 32,900 92.3% 88.6%
Valley Point (retail) 100% 57 4,000 89.2% 89.6%
Northpoint City South Wing 100% 1,122 27,000 87.5% N.A.

Northpoint City North Wing

- for comparison

(FCT's current asset) 733 20,276 96.5% 81.6%
Source: Company, FPL’s FY18 Annual Report, PSR
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Financials

Statement of Total Return and Distribution Statement Balance Sheet

Y/E Sep, SGD mn FY17 FY18 FY19 FY20e FY2le Y/E Sep, SGD mn FY17 FY18 FY19 FY20e FY2le

Gross Revenue 182 193 196 201 206 ASSETS

Total Property expenses (52) (56) (57) (33) (34) Investment properties 2,668 2,749 2,846 2,851 2,856

Net Property Income 130 137 139 169 172 Investment in Associates 65 66 457 458 459

Net Finance (Expense)/Inc (18) (20) (24) (28) (28) Non Current Assets 2,733 2,815 3,595 3,488 3,495

Trust expenses (3) (2) (2) (3) (3) Trade and Other Receivables 4.3 3.0 3.1 6.5 6.9

Manager's management fees (14) (15) (17) (17) (18) Cash and Cash Equivalents 14 22 13 15 17

Net Income 95 100 97 121 124 Current Assets 18 25 16 22 24

Share of associate's results 4 4 13 20 20 Total Assets 2,751 2,840 3,611 3,510 3,519

Share of JV's results 1 1 5 28 29

Other Adjustments 11 8 8 7 8 LIABILITIES

Distribution to Unitholders 110 111 120 166 179 Interest bearing borrowings, non current 646 596 745 704 969
Others 31 32 30 29 29
Non-Current Liabilities 677 627 775 733 998
Trade and other payables 33 46 47 56 60
Interest bearing borrowings, current 152 217 295 401 135
Others 17 16 23 23 286
Current Liabilities 202 280 365 480 481

Per share data Total Liabilities 879 907 1,140 1,213 1,479

Y/E Sep, SGD FY17 FY18 FY19 FY20e FY2le

NAV 2.02 2.08 2.21 2.05 1.82 EQUITY

DPU (Cents) 11.87 12.01 12.08 14.81 15.99 Shareholder Equity 1,872 1,934 2,471 2,297 2,040

Cash Flow Valuation Ratios

Y/E Sep, SGD mn FY17 FY18 FY19 FY20e FY2le Y/E Sep FY17 FY18 FY19 FY20e FY2le

CFO P/NAV (x) 1.36 1.32 1.24 1.34 1.51

Net Income 194 167 206 168 182 Distribution yield 43% 44% 44% 54% 5.8%

Adjustments (74) (42) (80) (13) (16) NPI yield 49% 50% 49% 59% 6.0%

WC changes 2 12 4 (6) (3) Growth & Margins FY17 FY18 FY19 FY20e FY2le

Cashflow from operating activities 122 137 131 149 163 Growth

CFI Revenue -12%  65% 16% 2.6% 2.2%

Capex on inv properties (28) (15) (5) (5) (5) Net property income (NPI) -02% 59% 15% 213% 2.0%

Others (40) 4 (656) 46 49 DPU 1.0% 13% 05% 22.6% 8.0%

Cashflow from investing activities (68) (12) (661) 41 43 Margins

CFF NPI margin 713% 71.0% 709% 83.8% 83.7%

Shareissuance - - 437 - - Net Income Margin 52.2% 51.7% 49.2% 59.9% 60.1%

Distributions to Unitholders (108) (112) (114) (155) (17e) Key Ratios

Others 49 (5) 197 33)  (29) Gearing 29.0% 28.6% 28.8% 31.5% 31.4%

Cashflow from financing activities (59) (117) 521 (188) (205) ROA 34% 35% 2.7% 3.4% 3.5%

Net change in cash (5) 8 (9) 2 2 ROE 51% 52% 39% 53% 6.1%

CCE, end 14 22 13 15 17 Interest coverage ratio (x) 7.35 6.85 5.82 6.03 6.25

Source: Company, Phillip Securities Research (Singapore) Estimates
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Recommendation

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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