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Disclaimer
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The information contained in this presentation has been obtained from public sources which Phillip Securities Pte Ltd (“PSPL”) has no reason to
believe are unreliable and any analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this
presentation are based on such information and are expressions of belief only. PSPL has not verified this information and no representation or
warranty, express or implied, is made that such information or Research is accurate, complete or verified or should be relied upon as such. Any
such information or Research contained in this presentation is subject to change, and PSPL shall not have any responsibility to maintain the
information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will PSPL be
liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made
available, even if it has been advised of the possibility of such damages.

This presentation 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.

You should seek advice from a financial adviser regarding the suitability of the investment product, taking into account your specific investment
objectives, financial situation or particular needs, before making a commitment to invest in such products.
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1. Background of U.S. Debt
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= Since the Global Financial Crisis (GFC) in 2008 the U.S. economy has not
deleverage. In fact US total Credit has increased by 21% since 2008.
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Total Outstanding
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1. Background of U.S. Debt

Government has taken up the slack for credit consumption, swelling their
labilities to well over USS$19 trillion.
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Corporates America have taken advantage of the low interest rate environment

to leveraged up and do share buyback.

Financial institutions, which were at the epic centre of GFC, de-leveraged till

mid-2014 and have steady increase their debt since.
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2. U.S. Government Debt & its ceiling
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= U.S. National Debt now stands at $19.9 trillion.

= National Debt as a percentage of GDP is at the all time high, surpassing 2008
high.
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Debt Ceiling Background Self-inflicted crises

SOURCE: US Treasury

= Bipartisan Budget Act of 2015
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2. U.S. Government Debt & its ceiling
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Which Debt are subjected to the Limit?
=Debt subject to the statutory limit comprises two main components:

1. debt held by government accounts. (debt issued to the federal
government’s trust funds and other federal accounts for internal
transactions of the government)

2. debt held by the public (securities that the Treasury issues to raise cash)

Totabl National Debt: US$19.9 Trillion
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Trillions

US$5.9 trillions,
41% held by
foreign investors

Source: U.S. Treasury Department Debt held by Government Account Public Debt
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Current Situation

= U.S. Treasury has no room to borrow under
standard operating procedures.

WASHINGTON, D.C.

SECRETARY OF THE TREASURY

March 8, 2017

The Honorable Paul D. Ryan
Speaker

= U.S. Treasury would begin taking the
extraordinary measures that would allow it
to continue to borrow for a limited time. N,

1 write to apprise you of certain upcoming events and actions related to the debt limit. As you
know, the Bipartisan Budget Act of 2015 suspended the statutory debt limit through Wednesday,
March 15, 2017. Beginning on Thursday, March 16, 2017, the outstanding debt of the United
States will be at the statutory limit. At that time, Treasury anticipates that it will need to start
taking certain extraordinary measures in order to temporarily prevent the United States from
defaulting on its obligations.

Today, Treasury is announcing that it will suspend the sale of State and Local Government
Series (SLGS) securities. SLGS are special-purpose Treasury securities issued to states and
municipalities to assist them in conforming to certain tax rules. Thes ities count against
the debt limit. The suspension of SLGS sales will commence on March 15, 2017, and continue
until the debt limit is either raised or suspended. As in the past, it is likely Treasury will utilize
additional extraordinary measures.

As | said in my confirmation hearing, honoring the full faith and credit of our outstanding debt is
a critical commitment. [ encourage Congress to raise the debt limit at the first opportunity so
that we can proceed with our joint priorities.

Sincerely,

9/4-\.\ //T i(’ruv’uL
Steven T. Mnuchin

Identical letter sent to:
The Honorable Nancy Pelosi, House Democratic Leader
The Honorable Mitch McConnell, Senate Majority Leader
The Honorable Charles E. Schumer, Senate Democratic Leader

cc: The Honorable Kevin Brady, Chairman, House Committee on Ways and Means
The Honorable Richard Neal, Ranking Member, House Committee on Ways and Means
The Honorable Orrin G. Hatch, Chairman, Senate Committee on Finance

The Honorable Ron Wyden, Ranking Member, Senate Committee on Finance
th

Steven Mnuchin All other Members of the 115" Congress
77th United States Secretary of the Treasury
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2. U.S. Government Debt & its ceiling
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Extraordinary Measure

1.
2.

Suspend the investments of the Thrift Savings Plan’s G Fund.
Suspend investments of the Exchange Stabilization Fund.

For the Civil Service Retirement and Disability Fund (CSRDF) and Postal Service
Retiree Health Benefits Fund (PSRHBF), suspend the issuance of new securities.

Suspend the issuance of new State and Local Government Series (SLGS) securities
and savings bonds.

Exchange Federal Financing Bank securities, which do not count against the debt
limit, for an equal amount of Treasury securities held by the CSRDF.
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2. U.S. Government Debt & its ceiling
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Dead Line

= The Congressional Budget Office (CBO) projects the measures to be exhausted in
the Fall of 2017 (Sept to Nov). Though an earlier or later date is possible.

= At such atime, the U.S. Treasury will run out of cash and the government will be
unable to fulfil its obligation.

= This will be the first time in the history of the United State of America to default
on their debt obligation.

= Inrecent history, the closest they came was the government shutdown which
lasted 16 days in Oct 2013.
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Default on U.S. Treasuries?

= Major foreign holders of U.S. Treasuries

Japan
All others 18.8%
31.8%
China, Mainland
17.9%
Switzerland
Taiwan 3.9%
3.1%
Luxembourg
3.7% Hong Kong Ireland
3.2% 5.0%
Brazil
United Kingdom Cayman Islands 4.4%

3.7% 4.4%
Source: U.S. Treasury Department
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2. U.S. Government Debt & its ceiling
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Trend of major foreign holders of U.S. Treasuries is heading downwards

This translate to the weakening confidence in the U.S. credibility.

Total Foreign Net Purchase of Treasuries

(USS billions)
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3. Impact of Fed Rate Hike
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= Federal Reserve (Fed) hike its interest rate by 25bps on 15 March, bringing the Fed

Fund rate to 1 percent.

= |t was a “Dovish” hike as they reiterate their view of just 2 more rate hike this

year.
= As with any form of debts, an increase in interest rate will increase
repayment burden for the U.S. Government.

U.S. Federal Government Interest Expense (USS Bil)
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3. Impact of Fed Rate Hike
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=  We believe that the Fed is behind the curve and will stick to the plan to hike 2
more times this year and more if necessar

Taylor rul\e

Fed is way behind the finflation curve.
nonths where the FFR is below taylor rule...
pct the current rate hike cycle to be aggressive.

SN

ry
/9 1995-1999 2000-2CUEYENROE  2005-2009 2010-2014 /304
Copyright® 2017 Bloomberg Finance L.P. 20-Mar- 20‘1}r 08:53:35
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3. Impact of Fed Rate Hike
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= Historically, the Fed has raised rates when the government debt continues to
increase. The last time the Fed raise rate continually was in May 2004.

= However throughout the history, from Paul Volcker to Janet Yellen, no Fed
Chairman has even raised the interest rate without drastically cutting rates later.

= Inshort, we felt that the Fed is increasing rates now so that they have more room

for monetary easing later.

Periods of Federal Reserve interest rate hike Periods of Federal Reserve interest rate cut

Percentage
points

Percentage
points

Months of
continuous
decrease

Months of
continuous
increase

Period of first rate Hike Period of first rate Cut

increase in
Fed Fund rate

decrease in
Fed Fund rate

p | Al 191893é 4Ffbr”ary 3.25 16 1| September 1984 -5.88 17

o |March 1987, February | 5 4 23 2 May 1989 6.75 26
1988

3 January 1994 3.00 13 3 June 1995 -0.75 17

4 May 1999 1.75 12 4 December 2000 -5.50 19

5 May 2004 4.25 25 5 August 2007 -5.00 39

*There was a pause in increment between the 2 dates
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Conclusion
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The United States is currently at unprecedented debt level.

In an rising interest rate environment, U.S. Treasury will feel the increase pressure
of it’s interest payment burden.

3. However, the situation is not unique as we have been through a period of high
debt and increasing interest rate environment before.

4. Aslong as they can continue their fiat currency system, without opposition from
other countries, they will continue to accumulate more debt.

Implication

1. Alternative currency: Cryptocurrency such as Bitcoin,
IMF’s Special Drawing Rights (SDR)

2. Moving back to the Gold Standard. Each U.S. dollar bill is a legal tenor to a certain
amount of gold.

Tradable Instruments
SGX: GLD USS (087)

Phillip Securities Pte Ltd (A member of PhillipCapital) Co. Reg. No. 197501035Z © PhillipCapital 2017. All Rights Reserved. For internal circulation only.

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to parties outside the presentation.

Phillip Securities accepts no liability whatsoever with respect to the use of this document or its contents.




PhillipCapital

Your Partner In Finance

Singapore REITs

No surprises from Yellen - maintain Underweight

Tan Dehong
Phillip Securities Research Pte Ltd
20 March 2017

Phillip Securities Pte Ltd (A member of PhillipCapital) Co. Reg. No. 197501035Z © PhillipCapital 2017. All Rights Reserved. For internal circulation only.

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to parties outside the presentation.

Phillip Securities accepts no liability whatsoever with respect to the use of this document or its contents.




S-REITs: No surprises...March rate hike was already fully priced in
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March Rate hike — Market were already pricing in a 100% expectation for a

rate hike.

Market Implied Expectations for Fed Fund levels by Dec 2017

40% -
36%
35% -
30% Source: Bloomberg, Phillip Securities Research (Singapore)
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25% - . .
’ 36%: Total 3 rate hikes
19% .
20% 1 39%: <3 rate hikes
15% - 25%: >3 rate hikes
10% - %
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Remaining hikes in No more 1 more hike 2 more 3 more >3 hikes
2017 (assuming hike hikes hikes

25bps/hike)
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Yield Spread close to 7 year average but... Macro
environment is more challenging now
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S-REITs historical yield spread vs Singapore 10 year govt bond yield

Yield Spread

=—S5G 10y govt bond yield =—Yijeld Spread Average Spread (Post GFC to present)
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S-REITs: Normalizing interest rates — Adopt a bottoms up approach ? PhillipCapital
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No longer “Rising tide lifts all boats”

We favour REITs with lower gearing, supported by favourable macro-economic
conditions or those with favourable long leases. Our ACCUMULATE ratings
remain for Croesus Retail Trust, Mapletree Industrial Trust and First REIT.
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S-REITs: Normalizing interest rates — Adopt a bottoms up approach
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PSR

Trailing Total % of debt Average % debt expiring % debt
Mkt. Cap. TARGET X . . > o
(s$mn) Price (S$) PSR RATING PRICE P/NAV yield Returns Gearing (%) on fixed borrowing in 2017/current  expiring in
(s$) (%) YTD (%) rate cost (%) FY 2018/next FY
Healthcare
PARKWAYLIFE REAL ESTATE 1,476 2.44 1.42 4.97 4.28 36.3 99 1.4 2.0 0.0
FIRST REAL ESTATE INVT TRUST 1,000 1.29 ACCUMULATE 1.32 1.28 6.57 3.25 31.1 92 4.0 34.2 35.8
Hospitality
ASCOTT RESIDENCE TRUST 1,786 1.075 0.84 7.69 4.01 39.8 82 24 8.0 12.0
CDL HOSPITALITY TRUSTS 1,380 1.39 0.90 7.19 8.29 36.8 61 25 0.0 35.0
FAR EAST HOSPITALITY TRUST 1,065 0.59 0.65 7.34 0.22 32.1 71 25 35.0 28.0
OUE HOSPITALITY TRUST 1,224 0.68 0.89 6.78 5.08 38.1 69 25 10.1 30.5
FRASERS HOSPITALITY TRUST 1,249 0.68 0.91 7.80 4.62 33.7 88 2.6 14.4 15.3
ASCENDAS HOSPITALITY TRUST 843 0.75 0.89 7.23 6.38 333 66 2.6 20.8 37.9
Retail
CAPITALAND MALL TRUST 6,824  1.925 1.02 5.78 3.92 34.8 97 3.2 6.7 16.0
MAPLETREE GREATER CHINA COM 2,712 0.97 0.80 7.61 2.63 40.5 85 2.8 0.0 7.0
SPH REIT 2,464  0.965 1.03 5.71 2.98 25.8 86 2.8 0.0 37.6
FRASERS CENTREPOINT TRUST 1,826  1.985 NEUTRAL 2.00 1.03 5.94 5.99 29.7 56 21 25.4 7.6
STARHILL GLOBAL REIT 1,592 0.73 0.79 7.00 1.00 35.2 99 3.2 0.0 354
CAPITALAND RETAIL CHINA TRUST 1,241 1.42 NEUTRAL 1.44 0.86 7.08 6.80 35.3 54 2.8 46.0 10.6
LIPPO MALLS INDONESIA RETAIL 1,094 039 1.00 8.74 7.76 31.5 70 N.A. 19.2 37.6
CROESUS RETAIL TRUST 650 0.855 ACCUMULATE 0.93 0.89 8.37 6.73 46.1 100 2.0 119 38.9
Commercial
CAPITALAND COMMERCIAL TR 4,569 1.54 NEUTRAL 1.63 0.86 5.90 6.93 37.8 80 2.6 5.0 16.0
SUNTEC REIT 4,478 1.76 0.82 5.68 7.96 37.7 60 2.6 3.4 38.0
KEPPEL REIT 3,385 1.02 0.71 6.25 1.96 39.0 75 25 0.0 14.0
MAPLETREE COMMERCIAL TR 4,235 1.475 1.10 5.49 8.78 37.0 81 2.6 0.0 0.0
FRASERS COMMERCIAL TRUST 1,002 1.25 0.81 7.86 1.99 36.0 85 3.0 24.0 24.0
OUE COMMERCIAL REIT 892  0.685 0.74 8.99 3.59 39.9 79 3.6 0.0 49.4
Industrial
ASCENDAS REAL ESTATE INV TR 7,119 2.47 1.19 7.32 12.36 31.8 66 3.0 9.7 225
MAPLETREE INDUSTRIAL TRUST 3,019 1.675 ACCUMULATE 1.74 1.22 6.76 3.88 29.4 67 2.6 2.8 17.0
MAPLETREE LOGISTICS TRUST 2,675 1.07 1.04 6.90 6.76 38.7 76 23 3.0 13.0
KEPPEL DC REIT 1,319 1.17 NEUTRAL 1.15 1.23 5.20 1.06 283 83 23 0.7 349
AIMS AMP CAPITAL INDUSTRIAL 856 1.34 0.91 8.37 3.24 34.6 84 3.7 0.0 25.0
CACHE LOGISTICS TRUST 729 0.81 REDUCE 0.73 1.04 9.54 2.31 43.1 63 3.6 0.0 35.3
SOILBUILD BUSINESS SPACE REIT 664 0.635 NEUTRAL 0.68 0.88 9.56 1.65 37.6 87 34 0.0 323
SABANA SHARIAH COMP IND REIT 479 0.455 0.71 9.15 22.47 43.2 90 4.2 26.7 204
VIVA INDUSTRIAL TRUST 748  0.775 0.98 8.98 4.03 39.4 90 4.0 0.0 22.0

Source: Bloomberg (Updated 15 March 2017), Company Results as of 31 Dec 2016, Phillip Securities Research (Singapore)

Phillip Securities Pte Ltd (A member of PhillipCapital) Co. Reg. No. 197501035Z © PhillipCapital 2017. All Rights Reserved. For internal circulation only.
Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to parties outside the presentation.

Phillip Securities accepts no liability whatsoever with respect to the use of this document or its contents.




How about developers in a rising interest rate environment?

Continue to advocate switch from REITs to developers
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Source: Bloomberg (Updated: 20 March 2017) TOTAL RETURNS (%)
Mkt. Cap.  Price (SS$) PSR RATING PSR TARGET Upsideto P/NAV (x) trailing
(SSmn) PRICE (SS) TP yield

(%) i1MTH 3MTH 1YR
PROPERTY RELATED ALTERNATIVES
HO BEE LAND 1,544 2.320 ACCUMULATE 2.64 14% 0.53 3.0 (0.4) 10.0 9.4
UOL GROUP 5,568 6.920 ACCUMULATE 7.19 1% 0.69 2.2 6.9 11.3 195
PSR Coverage high dividend yield counters with upside to TP (Ranked by market cap)
COMEORT DELGRO 5,350 2480  ACCUMULATE 2.92 18% 2.16 3.7 6.3 (1.9) (11.3)
SHENG SIONG GROUP 1,413 0.940 ACCUMULATE 1.06 13% 5.61 3.9 (0.5) 0.5 13.6
OLD CHANG KEE 106 0.870 BUY 0.98 13% 3.34 6.9 1.2 6.1 42.8
NAM LEE PRESSED METAL 88 0.365 BUY 0.52 42% 0.67 5.5 0.0 2.8 33.0
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Disclaimer

PhillipCapital

Your Partner In Finance

The information contained in this presentation has been obtained from public sources which Phillip Securities Pte Ltd (“PSPL”) has no reason to
believe are unreliable and any analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this
presentation are based on such information and are expressions of belief only. PSPL has not verified this information and no representation or
warranty, express or implied, is made that such information or Research is accurate, complete or verified or should be relied upon as such. Any
such information or Research contained in this presentation is subject to change, and PSPL shall not have any responsibility to maintain the
information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will PSPL be
liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made
available, even if it has been advised of the possibility of such damages.

This presentation 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.

You should seek advice from a financial adviser regarding the suitability of the investment product, taking into account your specific investment
objectives, financial situation or particular needs, before making a commitment to invest in such products.
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Archived Webinar videos can be accessed at
https://www.poems.com.sqg/education/webinars/
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Dehong Tan, REITs (Commercial, Retail, Healthcare) | Property
Peter Ng, Property | Infrastructure

Ho Kang Wei, US Equity

Chen Guangzhi, Oil and Gas | Energy
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