SPH REIT

FY15 Results: Analyst Briefing Key Takeaways

SINGAPORE | REAL ESTATE (REIT) | NON-RATED NOTE

SPH REIT announced their FY15 results on Monday 12 October evening. We attended the
analyst briefing and below are the key takeaways.

Results at a glance

(SGD mn) FY15 FY14 y-y (%Comments

Gross Revenue 205.1 202.2 1.4 Driven by higher renewed leases. Portfolio average rental reversion at 8.6%.
Property Op. Expenses 49.5 51.6 (4.1) Lower maintenance, utilities and marketing costs.

Net property income 155.6 150.7 3.3

Distribution to Unitholders 138.0 136.2 1.4

DPU (Cents) 547 5.43 0.7

Source: Company, Phillip Securities Research (Singapore)
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Clementi Mall Updates: Healthy tenant sales in FY15. Tenant sales rose 3.6% to $5242m
in FY15. This contrasts with Singapore’s generally flat retail sales year-to-date. Rental
reversion at Clementi Mall came in at -5.6% for FY15 on the renewed leases. We think
investors should not be over-concerned with this as these new leases account for only
5% of NLA. Opened in 2011, Clementi Mall had a first major tenant renewal cycle in 2014
(typical retail lease is 3-year). Retention rate of tenants was more than 90% and rental
reversions then stood at 5.5% in 2014. This is despite a huge increase in supply of
suburban malls in the nearby Jurong East area in 2013/2014. We think the healthy
retention rate and rental reversion is more indicative of tenants’ optimism on the
prospects of the mall, as well as the appeal of suburban malls to international retailers.
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Lower occupancy cost ratio. At 14.6%, Clementi Mall’s occupancy cost is slightly less the
general average suburban retail occupancy cost of ~17%. (CapitaLand Mall Trust FY14:
17.6%, Frasers Centrepoint Trust FY14: 16.4%)

Paragon updates: Healthy rental reversions for FY15 at 9.1%, continuing the pace from
FY2014 (up 10.5%). Tenant Sales was down 3.2% yoy to S$657m, primarily impacted by
the fitting out period for the tenant revitalisation program. Chiller decanting project was

PhillipCapital

14 October 2015

NON-RATED

CLOSING PRICE (SS, 13 Oct 15) 0.98
DIV YIELD, CONSENSUS (%) 5.74
TARGET PRICE (SS) n.a.
TOTAL RETURN (SS) n.a.
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Key financials (S$ mn)

FYE Aug FY14 FY15
Gross Revenue 202.2 205.1
Property Expenses 51.6 -49.5
Net Property Income 150.7 155.6
Income av. For distribution 136.4 138.5
Distributions to unitholders 136.2 138.0
DPU (SGD cents) 5.43 5.47

Source: Bloomberg
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completed and all tenants for the newly created space have started trading by August
this year.
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We note that Paragon’s tenant sales have been dropping since IPO in FY13. FY2014 was a
terrible year for Singapore tourism with the mishaps surrounding Malaysia Airlines and
AirAsia dampening tourist interest in the region, especially amongst Chinese tourists.
Nonetheless, we observe a steady rebound in tourist arrivals for July and August this year
(possibly due to SG50 festivities). July marked the highest total monthly tourist arrivals
Singapore ever saw at 1.5m and in August we welcomed 267,085 Chinese tourists
(second largest tourist group by nationality), the highest number of Chinese tourists in a
month historically. Stabilizing tourist numbers could provide a floor for Paragon’s tenant
sales.

e  Acquisition Pipeline Update: Seletar Mall. SPHREIT has currently one Right-of-First-
Refusal (ROFR) property, the Seletar Mall. The mall achieved 100% committed occupancy
since opening in December 2014. Management expressed optimism in the prospects of
the mall as the surrounding estate is growing at a fast pace. Nonetheless, management
also noted that an 8-month operating timeframe is too short to observe any stable
shopping patterns in the area and more time is required for the mall to stabilize.

. Lease expiries well spread out for Paragon. Paragon will see only 10.5% of leases
expiring in 2016 by Gross Rental Income (GRI), and Clementi Mall, 6.6%. Clementi Mall

will see the next major tenant renewal in 2017 (85.5% by GRI).

Peer comparison/Historical Valuation

Name Mkt Cap (SGD mn) Last Close ($) Dvd Yld:D-1 P/B Latest Gearing (%) Average Cost of debt
SPH REIT 2,466 0.98 5.61 1.03 25.7 2.55%
FRASERS CENTREPOINT TRUST 1,815 1.98 5.83 1.07 29.3 2.66%
CAPITAMALL TRUST 7,073 2.00 5.49 1.09 321 3.30%
STARHILL GLOBAL REIT 1,701 0.78 6.55 0.86 35.4 3.19%
CAPITARETAIL CHINA TRUST 1,225 1.46 7.01 0.85 28.5 2.98%
SUNTECREIT 4,063 1.62 5.97 0.77 34.7 2.70%

Source: Bloomberg, PSR
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Investment Actions
No stock rating or target price provided. We do not have any coverage on SPHREIT at the
moment.
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Chan Wai Chee
(CEO, Research - Special Opportunities)
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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:

0] 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)  tothe 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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