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COMPANY UPDATE BUY

CDL Hospitality Trusts (CDREIT SP) (Maintained)

Happy Days Are Back With More Holidays And Business Trips Share Price $$1.27
We see continued recovery for CDREIT’s hotels in 2H22. Singapore reopened its Target Price S$$1.57
international borders in April and will benefit from the Singapore Grand Prix and large- Upside +23.6%
scale MICE events in 2H22. Maldives should see sustained recovery from influx of (Previous TP S$1.45)

holidaymakers. In the UK, Hilton Cambridge benefits from recovery of business travel

while The Lowry Hotel is popular with sports enthusiasts. Newly-acquired Hotel COMPANY DESCRIPTION

Brooklyn started to contribute in 1Q22. Maintain BUY. Target price: S$1.57. CDREIT is a stapled group compromising
CDL Hospitality REIT and CDL Hospitality
WHAT’S NEW Business Trust. It is the first hospitality REIT

. . . , , listed on the Main Board of the SGX on 19 Jul
e Outbreak of the Omicron variant had a short-term impact on bookings in January and g |t owns 19 operational properties and one

February but recovery for the hospitality industry has resumed in March. build-to-rent  project under development

¢ Singapore: Attraction as the safest and friendliest destination. The Vaccinated Travel :/Ic;)zsz eight countries with AUM of S$3b as of

Framework was launched on 1 Apr 22 and the requirement for pre-departure COVID-19
tests was subsequently abolished on 26 Apr 22. The reopening of international borders led STOCK DATA

to recovery in visitor arrivals of 43% mom to 294,304 in the month of April, reaching 19% of  GICS sector Real Estate

pre-pandemic levels. Hotels benefitted from an increase in bookings from business guests,  gjoomberg ticker: CDREIT SP

especially those from Europe and the US. Bookings for function rooms and ballrooms have Shares issued (m): 192347
surged due to the easing of safe distancing measures. Event organisers were placed on ’ e

waiting lists as demand outweighs supply of venues. Market cap (S$m): 1,568.1

Market cap (US$m): 1,140.0

o CDL Hospitality Trusts’ (CDREIT) RevPAR for Singapore recovered 41% yoy to S$95 in 3-mth avg daily tover (US$m): 292

1Q22. Grandstand and combination tickets for the three-day Formula 1 Singapore Grand
Prix in Sep 22 have already sold out. Large scale MICE events, such as World Cities Price Performance (%)

Summit, FHA — Food & Beverage, FIND — Design Fair Asia and The Singapore Business  52-week high/low $$1.39/S$1.04
Show, would also attract more visitor arrivals to Singapore in 2H22. The full impact of the  1mth 3mth  6mth A1yr YTD
reopening of international borders is expected in 2H22. 3.1) 104 58 76 85

¢ Maldives: Wholehearted welcome of tourists. Tourists are exempted from the mandatory  Major Shareholders %
10-day quarantine required for all international arrivals. Guests have to quarantine at their  Kwek Hidgs 27.0
villas should they test positive for COVID-19 but, as a gesture of goodwill, most resorts will
refund the price of the stay in the form of vouchers. Visitor arrivals to Maldives started to ~ FY22 NAV/Share (S$) 1.30
improve in Jun 21 and recovered to pre-pandemic levels by Dec 21. RevPAR for Maldives ~ FY22 Net Debt/Share (S$) 0.81
rebounded 66% yoy and 27% qoq to US$519 in 1Q22.

PRICE CHART

o CDREIT completed major refurbishment for all 79 beach villas at Angsana Velavaru in Jul 20
and construction of a new ultra-luxury presidential villa at Raffles Maldives Meradhoo in Dec (loy) ——corosemmumyTmrs ——co sy TstsrssTINGEX (%)
20. The enhancements were timely ahead of the recovery in 2H21. Maldives is not affected e e
by the Russia-Ukraine war as, according to the World Bank, Russians and Ukrainians 140 120
accounted for only 16.8% and 2.7% of the 1.3m visitor arrivals in 2021. Maldives is able to - o
attract a high volume of visitors from other source markets, such as Western Europe (UK,
Germany and ltaly), Middle East and India. 120 100

KEY FINANCIALS o *

Year to 31 Dec (S$m) 2020 2021 2022F 2023F 2024F 100 80

Net turnover 118 158 188 240 258 T otmem)

EBITDA 49 71 93 130 142 s

Operating profit 33 50 73 110 122

HGI pro?: Eredp)/aCt) (1853 Zg :g ;g gg V\ﬁay21 Jul21 Sep21 Nov21 Jan22 Mar22 May22
et proftit (aqj.

EPU (S$ cent 0.7 2.3 3.7 6.1 6.9

DPU ((sg cent)) 5.0 43 5.2 6.6 7.4  Source:Bloomberg

PE (x) 170.4 55.8 34.3 20.8 185  ANALYST(S)

P/B (x) 1.0 1.0 1.0 1.0 1.0

DPU YId (%) 3.9 3.4 41 52 5.8 Jonathan Koh, CFA

Net margin (%) (157.6) 455 24.4 31.6 33.3  +656590 6620

Net debt/(cash) to equity (%) 55.4 58.7 62.5 64.5 66.7  jonathankoh@uobkayhian.com

Interest cover (x) 2.3 4.0 4.3 5.1 5.4

ROE (%) n.a. 4.4 2.8 4.7 5.4

Consensus DPU (S$ cent) n.a. n.a. 5.7 7.2 8.2

UOBKH/Consensus (x) - - 0.91 0.92 0.90

Source: CDL Hospitality Trusts, Bloomberg, UOB Kay Hian
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¢ UK: Travel has returned to normality. The British government abolished COVID-19 tests
and quarantine for vaccinated travellers in Feb 22. The last vestige of COVID-19 related
border control was removed in Mar 22 with pre-departure COVID-19 tests no longer required
for unvaccinated travellers. According to British Airways, there was strong recovery for
premium leisure travel in 1Q22. Business and group travel are also returning. The UK-US
corridor would be restored to full capacity in 3Q22.

¢ RevPAR for the UK eased 21% qoq to £86 in 1Q22 due to weakness in January and
February. The newly acquired Hotel Brooklyn contributed fixed rent of S$0.4m. Recovery in
domestic travel is expected to pick up in 2Q22 due to the slew of public holidays (Easter,
Bank Holiday and Jubilee weekend).

STOCK IMPACT

¢ Expanded scope of investment strategy. CDREIT has revised its principal investment
strategy to include adjacent accommodation/lodging assets, such as rental housing, co-
living, student accommodation and senior housing. Rental housing includes residential
apartment blocks and standalone houses targeting singles, couples and families. These
adjacent assets provide stable income streams, which is less susceptible to economic
cycles. They have a longer length of stay ranging from a few months to 1-2 years.

First foray into adjacent lodging space. CDREIT has invested in a residential build-to-rent
(BTR) project for £73.3m (S$136.0m) in Aug 21. It paid £9.5m for the land. The vendor will
redevelop the land into a BTR building The Castings for £63.8m (S$118.4m). CDREIT will
pay £58.2m periodically over the development period and £5.6m after practical completion
expected in May 24. The freehold 352-unit BTR block has a residential floor area of
219,600sf. It is located at Piccadilly East, Manchester and near Piccadilly Station, Arndale
Shopping Centre and Old Trafford football stadium. The Castings will be leased out to
individuals and families for periods of one year or more. The transaction is accretive to pro
forma 2020 DPU by 2.2% assuming it is fully funded by GBP loans.

Further expansion of footprint in Manchester. CDREIT has completed the acquisition of
189-room Hotel Brooklyn at 57 & 59 Portland Street, Manchester, UK for £22.8m (S$41.5m)
on 22 Feb 22. The 4-star upscale lifestyle hotel was recently opened in Feb 20 and is
centrally located near Manchester's CBD. It is in close proximity to Canal Street, which has a
variety of cafes, bars and restaurants.

The hotel is leased to HLD (Manchester) Limited, which is part of Marshall Holdings Limited,
from 7 May 21 to 6 May 81 on a full repairing and insuring basis (59 years unexpired). The
tenant pays fixed rent of £2.3m per year subject to upward-only rent review based on
inflation. NPI yield has improved by 0.4ppt to 7.8% from 7 May 22 due to rent review based
on UK’s Retail Price Index (RPI). The acquisition is accretive to pro forma 2021 DPU by
1.1%. Exposure to the UK has expanded by 1.6ppt to 10% of AUM.

Expect limited selling pressure on CDREIT. Sponsor City Development (CIT) has

distributed 144.3m CDREIT units in specie on a pro rata basis to its shareholders valued at

19.1 S cents per share. CIT shareholders will receive 159 existing CDREIT units for every

1,000 CIT shares. The distribution would be made and credited to CIT shareholders’

accounts on 26 May 22. CIT has reduced its stake in CDREIT from 39% to 27%. We expect

limited selling pressure on CDREIT as we are still in the early stages of recovery for the

hospitality industry.

EARNINGS REVISION/RISK

o We raised our DPU forecasts for 2022 by 9% and 2023 by 8% due to the accelerated pace
of recovery in the hospitality industry.

VALUATION/RECOMMENDATION

o Maintain BUY. Our target price for CDREIT of S$1.57 is based on DDM (cost of equity:
6.25% (previous: 6.5%), terminal growth: 1.8%).

SHARE PRICE CATALYST

¢ Reopening of international borders in Singapore. Growth of corporate and leisure travel in
Germany, Japan, Maldives, New Zealand and the UK.

» Contributions from yield accretive acquisitions, including hotels and rental housing.
KEY OPERATING METRICS

1Q21 2Q21 3Q21 4Q21 1Q22 yoy % Chg goq % Chg
DPU (S cents) na. 1.22 na. 3.06 na. na. na.
Aggregate Leverage 39.1% 39.1% 40.1% 39.1% 39.8% 0.7ppt 0.7ppt
Average Cost of Debt 1.9% 1.9% 1.9% 2.0% 2.1% 0.2ppt 0.1ppt
% Borrowings in Fixed Rate 63.6% 63.3% 61.6% 61.3% 63.5% -0.2ppt 3.6ppt
Weighted Debt Maturity (years) 21 18 2.0 21 21 Oyrs Oyrs

Source: CDREIT, UOB Kay Hian
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OVERVIEW OF HOTEL BROOKLYN

Description o 4 star, upscale lifestyle hotel
e Opened in February 2020
o BREEAM Certified with ‘Very Good' rating
Location 57 & 59 Portland Street, Manchester, UK
Title Leasehold (196 years remaining)
Rooms and o 189 rooms (average room size: 26sqm)
Amenities o Two food and beverage outlets. Three
meeting rooms for up to 140 people.
o Casino with restaurant and bar
Property £22.8m (S$41.5m)
Consideration
Total Acquisition ~ £24.1m (S$43.8m)
Cost
Valuation £25.3m (S$46.1m)
Source: CDREIT

HOTEL BROOKLYN

Source: CDREIT

OVERVIEW OF THE CASTINGS

The Forward-funding scheme for Residential Build-to-
Transaction  Rent (BTR) property.

Location Piccadilly East, Manchester, UK

Target May 2024. Development Period of 140 weeks.
Completion

Land Title Freehold

Total Area 236,900sf

Residential Net internal area of 219,600sf.

Apartments 352 apartments (studio: 39, one bedroom: 77, two

bedroom: 227 and three bedroom: 9)
Source: CDREIT

THE CASTINGS (CONCEPT DRAWING)
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Source: CDREIT
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Year to 31 Dec (S$m) 2021 2022F 2023F 2024F Year to 31 Dec (S$m) 2021 2022F 2023F 2024F
Net turnover 157.7 188.1 239.8 257.6 Fixed assets 2,714.4 2,775.9 2,795.9 2,815.9
EBITDA 71.0 93.1 130.2 142.2 Other LT assets 30.8 31 31 31
Deprec. & amort. 215 20.4 20.4 20.4 Cash/ST investment 139.5 154.7 159.7 160.4
EBIT 49.6 727 109.8 121.8 Other current assets 36.4 48.2 58.5 60.7
Net interest income/(expense) (17.9) (21.8) (25.6) (26.4) Total assets 2,921.1 2,982.0 3,017.2 3,040.1
Pre-tax profit 755 50.9 84.2 95.5 ST debt 421.8 421.8 4218 4218
Tax (3.8 (5.1) 8.4) 9.5) Other current liabilities 54.7 75.2 91.6 95.2
Minorities 0.1 0.0 0.0 0.0 LT debt 676.9 740.0 770.0 800.0
Net profit 718 45.9 75.8 85.9 Other LT liabilities 125.0 125.0 125.0 125.0
Net profit (adj.) 28.0 459 75.8 85.9 Shareholders' equity 1,635.3 1,612.6 1,601.4 1,590.8
Minority interest 7.3 7.3 7.3 7.3
Total liabilities & equity 29211 2,982.0 3,017.2 3,040.1
CASH FLOW KEY METRICS
Year to 31 Dec (S$m) 2021 2022F 2023F 2024F Year to 31 Dec (%) 2021 2022F 2023F 2024F
Operating 62.5 99.8 1034 109.4 Profitability
Pre-tax profit 71.6 46.7 80.0 91.3 EBITDA margin 45.0 495 54.3 55.2
Tax (3.8) (5.1) (8.4) 9.5) Pre-tax margin 479 271 35.1 371
Deprec. & amort. 215 204 204 204 Net margin 455 244 316 333
Working capital changes (7.8) 8.7 6.1 13 ROA 25 1.6 25 2.8
Non-cash items 8.9 8.9 10.5 111 ROE 44 2.8 47 5.4
Other operating cashflows (27.8) 20.1 (5.3) (5.1)
Investing (43.9) (61.5) (20.0) (20.0) Growth
Capex (growth) (23.2) (41.5) 0.0 0.0 Turnover 34.2 19.3 275 74
Capex (maintenance) (21.5) (20.0) (20.0) (20.0) EBITDA 438 31.2 39.8 9.2
Proceeds from sale of assets 0.0 0.0 0.0 0.0 Pre-tax profit n.a. (32.5) 65.3 13.3
Others 0.8 0.0 0.0 0.0 Net profit n.a. (36.1) 65.3 133
Financing (7.2) (23.1) (78.4) (88.7) Net profit (adj.) 207.4 64.0 65.3 133
Distribution to unitholders (57.1) (64.4) (82.8) (92.4) EPU 205.3 62.9 64.4 12.6
Issue of shares 0.0 0.0 0.0 0.0
Proceeds from borrowings 310.9 63.1 30.0 30.0 Leverage
Loan repayment (237.5) 0.0 0.0 0.0 Debt to total capital 40.1 418 426 433
Othersfinterest paid (23.5) (21.8) (25.6) (26.4) Debt to equity 67.2 72.0 74.4 76.8
Net cash inflow (outflow) 115 15.3 5.0 0.7 Net debt/(cash) to equity 58.7 62.5 64.5 66.7
Beginning cash & cash equivalent 131.1 139.5 154.7 159.7 Interest cover (x) 4.0 43 51 5.4
Changes due to forex impact (3.2) 0.0 0.0 0.0
Ending cash & cash equivalent 139.5 154.7 159.7 160.4

Refer to last page for important disclosures.
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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.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; 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, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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