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COMPANY UPDATE
LHN (LHN SP)

Embarking On New Plans To Drive Growth Trajectory

LHN has marked its foray into operating accommodations for healthcare professionals,
which will further expand its co-living portfolio. While Coliwoo’s growth has been
anchored by a slew of new openings in Singapore, it is now preparing to venture into
Indonesia as well. We continue to like LHN for its growth momentum across all its
business segments and strength in capital recycling initiatives. Maintain BUY with an
unchanged target price of $S$0.40.

WHAT’S NEW

¢ High occupancy maintained for co-living portfolio in 1QFY24... As of 1QFY24, LHN has
2,153 keys (FY23: 2,064 keys) across its local Coliwoo and overseas 85 SOHO projects.
Overall occupancy rates remained high at over 90%, including Coliwoo’s latest portfolio
addition at 404 Pasir Panjang. Its 15th co-living asset, Coliwoo Hotel Pasir Panjang, was
launched in Dec 23 and had already achieved over 60% occupancy two weeks into
operations. The strong occupancy rate is mainly attributable to Coliwoo’s strategically-
positioned properties within the city fringe that are highly accessible, offering fully furnished
units and affordable short- to long-term stays.

...and new MOH contract clinched will further strengthen its portfolio. In Jan 24, LHN
secured a contract with MOH Holdings (MOHH) to design, retrofit and operate two lodging
facilities for healthcare professionals. The facilities — 100 Ulu Pandan Road and 60 Boundary
Close — will accommodate approximately 700 healthcare professionals, and are expected to
be operational in 2H24. We note that LHN won two out of five tenders launched in Aug 23,
with the remaining three awarded to a JV between The Assembly Place and the TS Group.
According to MOHH, another 11 sites may be put up for tender upon assessment of the
initial five sites’ operations. With the hostels adopting a co-living, hostel-type accommodation
concept, LHN'’s expertise could lend it a competitive advantage.

Continued growth across other business segments. Besides its space optimisation
business, LHN also has facilities management and energy businesses that are seeing
expansion. In 1QFY24, LHN managed to win 24 new facilites management contracts,
providing services including cleaning, pest control and fumigation. It also expanded its
carpark management to 80 in Singapore and two in Hong Kong (FY23: 79 in Singapore, one
in Hong Kong), totalling over 26,800 lots. As for its energy business, as a core part of LHN's
sustainability effort, it has secured seven solar energy contracts with an aggregate capacity
of approximately 1.7 megawatts of renewable energy and installed three new electric vehicle
(EV) charging stations in 1QFY24. To recap, LHN Energy had completed nine solar projects
and operated 14 EV charging stations in FY23. In our view, LHN is likely to maintain its
growth momentum across all its segments.

KEY FINANCIALS

Year to 30 Sep (S$m) 2022 2023 2024F 2025F 2026F
Net turnover 84 94 106 120 132
EBITDA 37 39 31 33 37
Operating profit 17 19 20 21 23
Net profit (rep./act.) 47 40 24 25 26
Net profit (adj.) 20 17 18 19 21
EPS (S$ cents) 4.8 4.3 4.4 4.7 5.1
PE (x) 6.9 7.8 7.6 71 6.6
P/B (x) 0.7 0.6 0.6 0.6 0.5
EV/EBITDA (x) 7.3 6.9 8.8 8.1 7.4
Dividend yield (%) 5.2 9.0 6.0 6.6 7.5
Net margin (%) 56.2 42.9 224 20.7 19.9
Net debt/(cash) to equity (%) 58.3 58.6 55.3 47.5 40.0
Interest cover (x) 8.2 4.4 3.1 3.3 3.5
ROE (%) 28.6 20.0 10.6 10.4 10.3
Consensus net profit - - 22 24 24
UOBKH/Consensus (x) - - 0.83 0.79 0.87

Source: LHN, Bloomberg, UOB Kay Hian

BUY

(Maintained)

Share Price S$0.335
Target Price S$%$0.400
Upside +19.4%

COMPANY DESCRIPTION

LHN Group is an integrated real estate
management service company with a market-
leading position in the co-living space.
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STOCK IMPACT

¢ Value unlocking of more assets could lead to more special dividends. LHN has a track

record of buying underutilised or undervalued properties for asset enhancement initiatives,
and selling them at a premium. Its FY23 divestments include: a) acquisition of Coliwoo Hotel
Amber for S$27m in Mar 21 and disposal of S$47m in Nov 22, b) investment of $$40,000 in
GetGo Technologies and divestment for S$7.9m, and c) disposal of 84.05% controlling
interest in LHN Logistics for S$31.9m. In the nearer term, potential strata unit sale of the
food processing industrial building at 55 Tuas South can provide further disposal gains in
FY25, with the expected Temporary Occupation Permit dated 31 Aug 24. We have not
factored any special dividend into our financial estimates.

Robust project pipeline under space optimisation business; eyeing Indonesia for
growth. Coliwoo has plans to further expand its footprint, with 2024 openings scheduled at
48 & 50 Arab Street and 288 River Valley. These properties are expected to contribute
around 26 and 39 keys and commence operations in 2HFY24 and 4QFY24 respectively. On
top of this, LHN'’s tender application for the GSM building has been approved on 9 Feb 24.
This is estimated to contribute another 187 keys to its portfolio in FY25. We note that LHN
has achieved its target of adding at least 800 rooms in FY23, and continues to maintain this
goal for FY24. Additionally, the company plans to rebrand 85 SOHO, its overseas
counterpart in Cambodia and China, to Coliwoo and expand the brand into Jakarta,
Indonesia. With the rising popularity of co-living spaces due to Jakarta’s high cost of living
and lack of affordable housing options, LHN sees growth opportunity in the world’s fourth-
most populated country.

Strong operating cash flow, which has grown five-fold in five years. LHN has a track
record of growing its operating cash flow, from around S$10m in FY18 to around S$54m in
FY23. We expect LHN’s continued expansion in the co-living and industrial segments to
sustain growth in operating cash flow and core earnings.

EARNINGS REVISION/RISK

None.

VALUATION/RECOMMENDATION

Maintain BUY with an unchanged PE-based target price of $$0.40, pegged to 9x FY24F
PE, based on its long-term historical average PE. We like LHN for its attractive dividend
yield of 6.0%, with its leading market share in the co-living space and steady expansion
pipeline.

SHARE PRICE CATALYST

Divestment of 55 Tuas South and other assets that may lead to special dividends.

Higher-than-expected growth in co-living keys and occupancy rates.
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PROFIT & LOSS
Year to 30 Sep (S$m)

Net turnover
EBITDA

Deprec. & amort.
EBIT

Total other non-operating income

Associate contributions

Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

Net profit (adj.)

CASH FLOW
Year to 30 Sep (S$m)

Operating

Pre-tax profit

Tax

Deprec. & amort.
Associates

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (growth)
Investments

Proceeds from sale of assets
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2023
93.6
39.2
20.1
191
110

17
(8.9)
229
4.1)
213
40.2
157

2023
342
443
(4.)
201
(2.9
134

23.9)

128

13.0

68.3

11.7
4438
222

(19.2)

(8.1)
0.0
63.2
(26.5)
47.7)
20
397
(0.2)
416

—~ o~ o~ o~
= =2 =

2024F
105.9
30.6
11.0
195
172
3.2
(10.0)
29.9
@4.2)
2.0)
237
181

2024F
412
30.0
4.2)
11.0
3.2
0.0
24
100
(24.4)
(30.0)
0.0
56
0.0
(18.2)
(8.2)
0.0
0.0
0.0
(10.0)
(1.4)
416
0.0
402

2025F
1202
332
1256
206
174
32
(10.0)
312
(4.4)
2.0)
248
192

2025F
438
313
(4.4)
126
3.2)
0.0
24
100
(14.4)
(20.0)
0.0
56
0.0
(19.0)
(9.0
0.0
0.0
0.0
(10.0)
104
402
0.0
50.6

2026F
1324
36.6
138
227
176
32
(10.5)
33.0
(4.6)
2.0)
26.4
208

2026F
472
331
(4.6)
138
(3.2)
0.0
(24
105
(14.4)
(20.0)
0.0
56
0.0
(20.7)
(102)
0.0
0.0
0.0
(105)
121
50.6
0.0
62.7

BALANCE SHEET
Year to 30 Sep (S$m)

Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 30 Sep (%)

Profitability
EBITDA margin
Pre-tax margin
Net margin
ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (adj.)
EPS

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity

Interest cover (x)

2023
352.3
64.0
41.6
96.2
554.1
18.8
78.0
149.5
89.7
216.2
1.9
554.1

2023

41.8
245
42.9

79
20.0

43.6
71.8
58.6

4.4

2024F
3713
64.0
40.2
96.2
571.7
18.8
78.0
149.5
89.7
2318
39
571.7

2024F

28.9
28.3
22.4

42
10.6

131
(22.0)
305
(40.9)
15.2
15.2

417
72.6
55.3

31

2025F
378.7
64.0
50.6
96.2
589.6
18.8
78.0
149.5
89.7
241.7
5.9
589.6

2025F

27.6
26.0
20.7

43
104

135
8.5
4.3
4.6
6.1
6.1

39.9
67.9
47.5

33

2026F
384.9
64.0
62.7
96.2
607.8
18.8
78.0
149.5
89.7
263.9
7.9
607.8

2026F

27.6
25.0
19.9

44
10.3

10.2
10.2
5.9
6.3
8.2
8.2

38.2
63.8
40.0

35



UOBKayHian

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

(ii) 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.
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