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SECTOR UPDATE

Property Developers — Singapore
1H24: A Slight Miss For CLI; Worse-than-expected For CDL

CLI and CDL both reported weaker-than-expected results with the latter’s results hit by
the timing of revenue recognition as well as a 25% yoy increase in financing cost for
1H24. While both saw continued strength in their respective lodging/hospitality
segments in 1H24, CLI's capital recycling targets appear to be on track versus delays
for CDL. Maintain our BUY recommendations: We prefer CLI (target price: $$4.04) over
CDL (target price lowered to $$7.00). Maintain OVERWEIGHT on the sector.

CAPITALAND INVESTMENT: 1H24 RESULTS

1H24 RESULTS

Year to 31 Dec (S$m)  1H23 1H24 Yoy % Remarks

Revenue 1,345 1,365 1.5% - Steady performance from free-related business and
Gross profit 628 643 2.4% real estate investment business

EBITDA 757 819 8.2%

Divestment gains 7 35 NM - Participation in CLI REITs distribution reinvestment
Associates/JVs 254 259 2.0% plans and completion of earlier divestment

PATMI 351 331 -5.7% - Impacted by higher interest cost, forex losses
Gross profit margin 46.7% 47.1% +0.4ppt

PATMI margin 26.1% 24.2% -1.8ppt

Source: CapitaLand Investment, UOB Kay Hian

¢ A slight miss for 1H24. CapitaLand Investment (CLI) reported core PATMI of S$331m,
down 5.7% yoy and a slight miss compared with our expectation. This was due to both
higher-than-expected interest cost as well as forex losses given the strength of the
Singapore dollar versus other currencies that CLI is exposed to. The highlight of the results
was the stable contribution from its fee income-related businesses (FRB), continued strength
in its lodging business, and the reiteration of its S$3b capital recycling target for 2024.

A new template for diversification in China. On 13 August, CLI announced the first close
of its sixth onshore RMB fund which will focus on business parks and has an initial equity
commitment of Rmb1.2b and an onshore major institutional investor as the fund’s anchor
investor. The close-ended fund is expected to add Rmb2b (S$370m) to CLI's funds under
management (FUM) when fully deployed. As part of the process, CLI sold down a balance
sheet asset (Ascendas iHub Suzhou) as a seed investment for the fund with management
commenting that this is a template for future portoflio diversification in China.

Commercial management leading the way in CLI’'s FRB. In 1H24, commercial
management rose 22% to S$185m driven by improved asset performance and management
fee restructuring. This sub-segment remains the largest within the FRB and helped it to grow
8% yoy to S$561m. Overall margin remained flat on a yoy basis at 46bp and slightly ahead
of our estimate of 45bp.

CLPI’s real estate investment business (REIB) was negatively affected by higher interest
expense, forex losses and the absence of contribution from divested assets. However,
management believes that this should reverse in 2H24 as interest costs decline into next
year. The strong Singapore dollar vs other currencies in which CLI operates also had a
negative impact, especially for accounts receivable in JPY. On a net property income basis,
only China witnessed a decline of 1.6% on RMB terms as rental reversion negatively
impacted the business. Interestingly, CLI disclosed that tenant sales fell on a yoy basis for
both Singapore and China, down 2.5% and 1.8% respectively.

A solid performance from lodging and a robust outlook. 1H24 saw continued strong
growth in lodging with fee income up 4% yoy to S$166m, driven by a 6% yoy increase in
RevPAU with a substantial 20% yoy growth in Japan. With 7,000 units signed across 33
properties (1H23: 5,900 properties) and >5,000 units opened across 23 properties in in
1H24, the lodging segment should continue to deliver growth for CLI in the coming 12
months.
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¢ Looking for growth in Asia ex China. During the results briefing, management stated that,
in diversifying out of China, it will look instead to grow AUM in Japan, Korea and Australia
either via acquiring platforms, establishing local real estate teams that are strong and
entrepreneurial, or being co-general partners in funds. CLI continues to believe that thematic
investing remains sought after by investors. In Australia, CLI believes that there are structural
opportunities in credit, self-storage, living sector and hospitality with the latter epitomised by
its investments in co-living and serviced apartments (via the Quest brand). In Japan, lodging
remains a key sector where CLI has invested via various vehicles while in Korea, CLI sees
opportunities within the date centre and credit markets as well as the Grade A office sector,
which remains chronically undersupplied.

* No changes to earnings estimates. We have elected to keep our earnings unchanged at
this time.

CITY DEVELOPMENTS: 1H24 RESULTS

1H24 RESULTS

Year to 31 Dec (S$m)  1H23 1H24 Yoy % Remarks

Revenue 2,704 1,563 -42.2% - 1H23 property development bumped up by $1b revenue
Gross profit 787 693 -11.9% recognition for Piermont Grand project
EBITDA* 460 456 -0.8%

Divestment gains 16 120 668.6% - Gains from sale of Singapore strata assets
Associates/JVs 40 18 -54.9%

Pre-tax profit 180 155 -13.4% - Negatively impacted by higher financing costs
PATMI 66 88 33.0% - Supported by divestment gains

Gross profit margin 29.1% 44.4%  +15.3ppt

PATMI margin 2.4% 5.6% +3.2ppt

Note: * Excluding divestment gains and impairments
Source: City Developments Limited, UOB Kay Hian

¢ Worse-than-expected results. The results briefing for City Developments (CDL) was a
somewhat downbeat affair given its reported 42% yoy decline in revenue to S$1.6b and
PATMI of S$88m (+33% yoy) that was helped by divestment gains. The miss was due to the
property development business where timing of revenue recognition was not in the
company’s favour in 1H24, however the profit recognition should come in the few quarters.
CDL declared an interim special dividend of S$0.02/share (1H23: S$0.04).

« High debt load remains a drag. As was evident in 2023, CDL'’s high debt load coupled with
high interest rates continued to be a drag on profitability in 1H24. Finance costs increased
25% yoy to S$275m in 1H24 with net gearing having risen to 0.69x as at end-1H24 vs 61%
as at end-23. The company conceded that its interest cover ratio of 2x is “not great”. For the
full-year, the company forecasts that its borrowing cost will come in lower than its budgeted
4.7-4.8% and remains hopeful that the anticipated US Fed funds rate cut in Sep 24 will
ultimately lead to lower interest rates from 2025 onwards.

¢ Capital recycling still a work in progress. Despite its debt levels, CDL has continued to
acquire landbank in Singapore and assets overseas. The company did point out that it has
slowed the pace of its capital deployment given that it acquired S$2.4b in assets last year vs
S$1.1b ytd. Nevertheless, the company remains some distance away from its S$1b
divestment target given that it only achieved a sales value to date of S$172m and may
achieve only S$400m-500m by end-24. Management stated that there are a few large assets
earmarked for divestment which will take time to negotiate and complete. CDL’s executive
chairman commented that should attractive assets come up for sale, he would be willing to
seize the opportunity.

Growth in the near to medium term will come from its property development sector with
the launch of its Union Square Residences (366 units) and Norwood Grand (348 units) in
2H24 while 2025 will see the launch of two major projects at Lorong 1 Toa Payoh (777 nuits)
and Zion Road Parcel A (>700 units). CDL is still waiting for the right time to launch its luxury
Newport Residences (246 units) given that it does not have any pressure on the Additional
Buyer Stamp Duty front.

¢ Lodging business continues to perform steadily. With the exception of London, all of
CDL’s hospitality geographies saw positive RevPAR increases on a yoy basis. Australasia

CDL: CHANGES TO EARNINGS FORECASTS

S$m 2024E 2025E 2026E

NPAT - was 450 412 465

NPAT - is 250 328 348

Change -44.5% -20.4% -25.1%
Source: UOB Kay Hian
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was the highlight, up 30% yoy due to the inclusion of the Sofitel Brisbane Central which it
bought in Dec 23. At a group level, RevPAR grew 3% yoy to S$156 in 1H24 and for the full-
year, management guided this growth rate would likely be maintained.

* Downgrading earnings. We have downgraded earnings for CDL by 25-45% for 2024-26
given the weaker-than-expected property development earnings, high financing costs and
lower divestment target.

ACTION
Capitaland Investment (CLI SP/BUY/Target:S$4.04).

e Maintain BUY with an unchanged SOTP-based target price of $S$4.04. We believe that
the company’s current P/B valuation is inexpensive at 0.9x for 2025 vs its 2023 peak P/B of
1.4x. CLI's share price has suffered in lock-step with the China market, however with the
potential turning point in the interest-rate cycle, we believe that patient investors will be
rewarded in 2H24. Management reiterated that with an equity base of around S$14, it will
continue to buy back its shares and believes it has enough operating cash flow to sustain the
buyback as well as its dividend of at least S$0.12/share and potentially up to S$0.18/share.
This implies a yield of 4.8% to 7.2% based on yesterday’s closing share price.

City Developments (CIT SP/BUY/Target:S$7.00)

¢ We maintain our BUY rating on the stock with a lower target price of $$7.00 (S$8.20
previously). Our target price is pegged to a higher 50% discount to our assessed RNAV of
S$12.90/share which we view as reasonable given the company’s continued struggle to
divest its assets coupled with its high debt levels. At our target price, we note that CDL would
trade at a 2025F P/B of 0.65x which is 1SD below its five-year average. The company
disclosed at its results briefing that its RNAV (including revaluation of its hotel portfolio) was
S$19.49/share as at end-1H24. We are cognizant that in the near term, CDL will be unlikely
to continue buying back its shares given the stretched nature of its balance sheet.

SHARE PRICE CATALYSTS

e Progress in both companies’ capital recycling efforts.

¢ An improved M&A market with signs of the US Fed showing a willingness to cut interest
rates.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.
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trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
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