Capitaland Investment Limited

Lodging business to drive growth

SINGAPORE | REAL ESTATE | 1Q23 RESULTS

1Q23 revenue of $$702mn (+5.6% YoY) was slightly below our estimates, forming 21% of
our FY23e forecast. This was due to lower event-driven fees from fund management (-
S$33m or -68.8% YoY) with the lullin property transaction activities. Recurring fee income
from fund management grew 3.5% to S$87mn.

Revenue from the real estate investment business, which rose by 10.9% YoY, benefitted
from strong recovery in the hospitality and retail sectors. CapitaLand Ascott Trust and CLI's
lodging management fees gained from higher rental and occupancy rates. 1Q23 portfolio
RevPAU grew 42% YoY to reach 103% of 1Q19 pre-COVID RevPAU at S$81.

Maintain ACCUMULATE with an unchanged SOTP TP of S$4.12. No change in estimates.
Our SOTP derived TP of S$4.12 represents an upside of 17.1% and a forward P/E of 17x.
The pick-up in travel and China’s continued re-opening will be immediate catalysts for CLI.

Results at a glance

In SSmn 1Q22 1Q23 YoY Comments
Trading revenue 665 702 | 5.6% |Lower than our estimate of 14% for FY23e, due mainly to a lull
in property transactions
comprising
Fee income-related 262 255 | -2.7% |Lower fees from fund management (-22.7% yoy), mitigated by
strong 38.2% yoy growth in lodging management
Real estate investment 403 447 | 10.9% |Strong recovery in hospitality and retail rental and occupancy
anchored by Capitaland Ascott Trust
Cash flow from operations 134 101 |-24.6%|Lower cash flow reflects lower fee income received
Fund under management (SSbn) | 86 89 3.5% [Higher interest costs across all funds impacted fund raising
and cross border capital flows
Net debt/equity (%) 48% 53% Gearing at 0.5x is still manageable, with interest coverage at
4.5x
Cost of debt (%) 2.6% 3.6% Cost of debt had risen from 3.1% at end 2022

Source: Company, PSR

The Positives

+ Strong recovery in the lodging segment. Lodging management fee-related income grew
38.2% to SS76mn due to higher room rates as well asimproved occupancy across the portfolio.
Portfolio RevPAU grew 42% YoY to S$81 and is 103% of 1Q19 pre-COVID levels. The real estate
investment business also benefitted from the recovery in the lodging segment, with revenue
growing 10.9% YoY to S$447mn. With the FY23 target of 160k lodging units in the portfolio hit
in 1Q23 after signing >4k units in 1Q23, the new target is to double its fee revenue from lodging
management to >5$500mnin 5 years.
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ACCUMULATE (Maintained)

LAST DONE PRICE SGD 3.62
FORECAST DIV SGD 0.12
TARGET PRICE SGD 4.12
TOTAL RETURN 17.1%
COMPANY DATA
BLOOMBERG CODE: CLI SP Equity
0/S SHARES (MN) : 5,122
MARKET CAP (USD mn /SGD mn): 13856 /18540
52 -WKHI/LO (SGD) : 4.03/2.94
3M Average Daily T/O (mn): 6.25
MAJOR SHAREHOLDERS (%)
TEMASEK HOLDINGS PTELTD 57.2%
VANGUARD GROUP 2.1%
BLACKROCK INC 2.0%
PRICE PERFORMANCE (%)

i1MTH 3MTH YTD
COMPANY 2.4 (1.8) 2.7
STTF RETURN (0.9) (2.6) 0.8
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Source: Bloomberg, PSR
KEY FINANCIALS
Y/EDec, SGD mn  FY21 FY22 FY23e FY24e
Revenue 2,293 2,876 3,289 3,598
Gross Profit 1,058 1,290 1,513 1,655
EBIT 1,068 1,435 1,893 1,969
EPS (SGD) 38.35 16.79 24.32 25.40
P/E (x) 9.4 21.6 14.9 14.3
P/BV (x) 0.79 1.23 1.18 1.13
DPS (cents) 15.0 17.90 12.00 12.00
DivYield, % - 49% 33% 3.3%
ROE, % 8.4% 57% 7.9% 7.9%

Source: Company Data, Bloomberg
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The Negatives

-1Q23 revenue growth of 5.6% was below our estimate of 14% for FY23e, due to lower event-
driven fees from fund management (-S$33m or -68.8% YoY) with the lull in property
transaction activities. However, recurring fees held stable for private funds at S$23mn, while
fees from listed funds grew 4.9% to S$64mn. As a result, fee related earnings from fund
management fell 22.7% to S$102mn.

- Cash flow from operations fell 24.6% to S$101m, or FFO/share of 2cts. As a result, net
debt/equity has risen to 0.53x, and interest coverage is lower at 4.5x. The cost of debt saw an
increase of 50bp to 3.6% from end 2022, as only 62% of its debt is on fixed rate.

Outlook

CLI’s real estate investment and lodging management business should continue to recover on
the back of further easing of travel and mobility restrictions. On the capital recycling front, CLI
is targeting at least $3bn of divestments in FY23, but only S$35mn has been announced YTD.
Funds under management grew 3.5% YoY and 1.1% QoQ to S$89bn, impacted by the rise in
interest costs that affected fund raising and cross-border fund flows. However, fee income-
related revenue is expected to pick up in 2H. CLI has embedded S$7bn funds that could be
deployed and is sticking to its target of $$100bn funds under management by 2024.

Maintain ACCUMULATE with unchanged SOTP TP of $$4.12. Our SOTP derived TP of $$4.12

represents an upside of 17.1% and a forward P/E of 17x. The pick-up in travel and China’s
continued re-opening will be immediate catalysts for CLI.
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SOTP Valuation

RNAV
SSm

Direct stakes Valuation 8,602
ION Valuation (50%) 1,647
Listed stakes Market value 11,833
Feeincome 16x EV/EBITDA 8,961
Total EV 31,043
Less net debt - 9,922
Equity value 21,121
No of shares (m) 5,129
RNAV per share (S$) 4.12
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Balance Sheet

Y/E Dec, SGD mn FY20 FY21 FY22 FY23e FY24e Y/E Dec, SGD mn FY20 FY21 FY22 FY23e FY24e
Revenue 1,983 2,293 2,876 3,289 3,598 ASSETS
Gross profit 872 1,058 1,290 1,513 1,655 PPE 1,096 1,067 1,225 1,178 1,122
Operatinginc./exp (1,094) 10 145 380 314 Associates & JVs 13,198 13,248 13,152 13,428 13,734
Gross operating profit (222) 1,068 1,435 1,893 1,969 Investment Properties 15,852 16,249 14,706 15,074 15,450
Finance cost (377)  (353) (432) (441) (453) Others 1,834 1,260 1,606 1,606 1,606
Share of results from: Total non-current assets 31,980 31,824 30,689 31,286 31,913
- Associates 81 1,008 425 472 494
- Joint ventures (106) 210 106 133 143 Accounts Receivables 4,258 1661 1,025 1,138 1,228
(Loss)/Profit before tax (559) 1,956 1,388 1,921 2,006 Cash balance 1,736 3,877 2,668 2,874 3,326
Tax expense (114) (396)  (318) (440) (459) Others 249 284 728 728 728
(Loss)/Profit for the year (673) 1,560 1,070 1,481 1,547 Total current assets 6,243 5,822 4,421 4,740 5,282
Total Assets 38,223 37,646 35,110 36,026 37,194
Attributed to:
Owners of the company (559) 1,349 861 1,247 1,303 LIABILITIES
Non-controlling interests (114) 211 209 234 244 Short term borrowings 1,132 1,941 1,208 1,208 1,208
Accounts Payables 5,513 2,128 2,093 2,286 2,504
Others 492 1,547 861 718 737
Per share data (SGD) Total current liabilities 7,137 5,616 4,162 4,212 4,450
Y/E Dec, SGD cents FY20 FY21 FY22 FY23e FY24e
EPS (19.91) 38.35 16.79 2432 2540 Long term borrowings 6,049 10,428 9,880 9,880 9,880
DPS 15.00 17.90 12 12 Others 9,303 1,501 2,139 2,139 2,139
BVPS 4.23 4.56 2.95 3.07 3.21 Total non-current liabilities 15,352 11,929 12,019 12,019 12,019
Total Liabilities 22,489 17,545 16,181 16,231 16,469
Cash Flows
Y/E Dec, SGD mn FY20 FY21 FY22 FY23e FY24e EQUITY
CFO Shareholder Equity 11,875 16,044 15,133 15,765 16,452
(Loss)/Profit for the year (673) 1,560 1,070 1,481 1,547 Perpetual Securities 396 396 396 396 396
Adjustments 1,428 (941) (119) 412 422 Non-controlling interest 3,463 3,661 3,400 3,634 3,877
WC changes (429) 255 (21) 81 127 Total Equity 15,734 20,101 18,929 19,794 20,726
Cash generated from ops 326 874 930 1,973 2,097
Taxes paid, others (143) (207) (195) (583)  (440)
Cashflow from ops 183 667 735 1,390 1,657 Valuation Ratios
Y/E Dec FY20 FY21 FY22 FY23e FY24e
CFl P/E -18.2 9.4 21.6 14.9 14.3
CAPEX (236) (1,242) (1,009) (458) (467) P/B 086  0.79 1.23 1.18 1.13
Dividends from assocites & JV 502 1,980 348 348 348 Dividend Yield 4.9% 3.3% 3.3%
Proceeds from disposal of IP 385 1,354 15 - - Growth & Margins
Cashflow from investments 1,068 1,268 (382) (110) (119) Growth
Revenue 15.6% 254% 14.4% 9.4%
CFF EBIT nm. 344% 31.9% 4.0%
Dividends paid (849) (117) (958) (616) (616) Net Income, adj. nm. -31.4% 38.4% 4.4%
Interest expense paid (365)  (342) (418) (419) (420) Margins
Net cash from borrowings/debt securities 172 750 105 - - EBIT margin -11.2% 46.6% 49.9% 575% 54.7%
Cashflow from financing (972) 223 (1,370) (1,035) (1,036) Net Profit Margin -33.9% 68.0% 37.2% 45.0% 43.0%
Key Ratios
Net change in cash 279 2,158 (1,017) 246 502 ROE -4.7% 8.4% 5.7% 7.9% 7.9%
Effects of exchange rates 42 (21) (145) - - ROA -1.8% 4.1% 3.0% 4.1% 4.2%
Cash & equivalents at end of year 1,678 3,815 2,624 2,874 3,326 Debt/Equity 0.43 0.48 0.52 0.49 0.45

Source: Company, Phillip Securities Research (Singapore) Estimates
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PSR Rating System

Total Returns Recommendation  Rating
> +20% Buy

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4
<-20% Sell 5

We do not base ourrecommendations entirely on the above quantitative return
bands. We consider qualitative factors like (but notlimited to) a stock's risk
reward profile, market sentiment, recent rate of share price appreciation,
presence orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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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 referredto 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 reflectedin 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
thatis 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 tothe applicable law or regulation or which would subject Phillip Securities Researchto anyregistration
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, taxand 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:

(i) 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 mattersarising from, or in connection with, the
analyses or reports; and

(ii) 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, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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