Far East Hospitality Trust
Higher RevPAR by rampingup occupancy

Singapore| REIT | UPDATE

e Gross revenue for 1Q24 rose by 7.5% YoY to S$27mn on the back of leisure recovery,
attributed to several mega concerts in 1Q24, accounting for 23% of our FY24e estimates.
NPl increased by 6% YoY to $25mn due to stabilized electricity costs, which was within
our expectations.DPU for 1Q24 was not disclosed.

e ADR increased by 8.8% YoY to S$179 as all hotels emerged from government contracts
and rising international visitor arrivals to 91% of the pre-COVID level. However, RevPar
lagged behind, growing 6.7% YoY to S$144, as the occupancy rate contracted by 1.5ppt
YoY. Some hotels had just exited government contracts and are still ramping up their
occupancy.

e Wereiterate our BUY recommendation with an unchanged DDM-TP of S$0.79 and FY24e-
25e DPU forecasts of $S$4.35 to $54.45 cents. We expect RevPAR to continueinchingup
in the face of a stable supply of middle-tier hotels to support ADR and the return of
international visitors due to lines of MICE events to boost occupancy rates. FEHT is
currently tradingat FY24e dividendyields of 7.1% and 0.66x P/NAV.

Result at a glance

(SS Mn) 1Q24 1Q23 (%) Comments

Gross Revenue 27.1 25.2 7.5% Hotelsand Commercial continued to grow strongly
Net Property Income 25.1 23.7 6.0% Decreasing electricy cost

RevPAR 144.0 135.0 6.7%

ADR 179.5 165.0 8.8% Mega concerts drive ADR higher

Occupancy rate 80.4 81.9 (1.8ppt)  Hotelsjust out of government contract still ramping up
Average cost of debt 3.70% 3.20%  15.6ppt

Leverage Ratio 31.5% 32.0% (0.7ppt)

Adjusted ICR 3.5x 3.6x -2.8%

Source: Company, PSR

The Positives

+ Mega concert-led leisure recovery. Mega concerts drove the recovery in leisure. Supported
by series of mega concerts such as Taylor Swift's Eras Tour and Coldplay in 1Q24, ADR
increased by 8.8% YoY, reaching S5179. However, the occupancy rateslid by 1.5ppt YoY as
Village Hotel Albert Court and Oasia Hotel Novena exited government contracts at the end of
FY23 and were re-marketing. FEHT managed to secure ADR at 40-50% higher than usual
during the concert period. RevPAR for 1Q24 increased by 6.7% YoY, reaching 102.9% of the
pre-COVID level. We expect RevPAR to maintain atthe current level with slightimprovement
as ADR is expected to trend higher in the face of a stable supply of mid-tier hotels and

increasinginternational visitors (Singapore Tourism Board’s target of 15mn -16mn for 2024).

We alsoforesee an upliftinthe occupancy ratewith a target of mid-80%in FY24 (pre-COVID:
high-80%).

+ Improved financial position and ready to acquire. FEHT refinanced a S$164 mn loanwitha
20-30bps lower margin. With the more hawkish BOJ, the REIT is taking time to screen for DPU
accretive acquisitions. In 1Q24, the leverage ratio remained stable at 31.3%, with debt
headroom of ¢.55900 mn (gearing at 50%). The cost of debt in Japan sawa slightincrement
of 10-20bps, leading to a slightly higher cap rate. This would compress the positive carry by
c.0.5% to c.2%.
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LAST CLOSE PRICE SGD 0.62
FORECAST DIV SGD 0.07
TARGET PRICE SGD 0.79
TOTAL RETURN 39.3%
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KEY FINANCIALS
Y/E Dec FY22 FY23 FY24e FY25e
Gross Rev ($mn) 83.6 106.8 117.5 126.1
Dist. Inc. ($mn) 65.0 81.9 87.8 90.5
P/NAV (x) 0.69 0.65 0.66 0.67
DPU (cents) 3.27 4.09 4.35 4.45
Dist. Yield (%) 5.27 6.71 7.13 7.30

Source: Company, PSR
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The Negative

- Limited upside from recovery. We expect a fading recovery in FY24e as international visitor
arrivals are already at 91% of the pre-pandemic level. Singapore Airlines Group passenger
capacity has returned to ¢.97% of the average capacityin2019. We remain cautious about the
sustainability of the underlying earnings due to seasonality and the influx of event-driven
tourismin 1Q24.

- Service residences see a drop in RevPAR. RevPAR decreased by 1.5% YoY in 1Q24 as some
contracts were terminated earlier,leadingtoaslidein occupancy rate of 3.7 ppt YoY. However,
new contracts were secured atrates comparableto FY23 |levels. FEHT sees more demand coming
from the Serviceand Electronics & the Manufacturing sectors.

Outlook

All hotels that exited government contracts have been ramping up well; even Village Hotel
Albert Court met the forecastin Mar24. FEHT is actively marketingand directing some traffic to
hotels in suburban areas during peak periods. Although hotels in Bugis and other central
locations are performing well in terms of occupancyrate and ADR, we expect limited upside for
ADR as FEHT caters to mid-tier travelers. RevPAR for FY24e is anticipated to recover backto pre-
COVID level. Forward bookings for May arelooking healthy due to a packed MICE schedule and
an influx of international visitors. The gross operating margin is expected to improve further,
whichis underpinned by successful costoptimization.

Maintain BUY with an unchanged TP of $$0.79

FEHT is currently tradingatFY24e dividendyields of 7.1% and 0.66x P/NAV.We expect revenue
to be supported by occupancyraterecovery and a stronger 2Q24 due to lines of MICE events, a
30-day visa-free policy for Chinese travellers, and recovery of flight capacity. Our DDM-TP
remains unchanged at $S$0.79, with projected FY24-25e DPUs of 4.35 to 4.45 cents.
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Financials
Income Statement Balance Sheet
Y/E Dec, (S$’mn) FY21 FY22 FY23 FY24e FY25e Y/E Dec, (S$’mn) FY21 FY22 FY23 FY24e FY25e
Revenue 83.25 8358 106.81 11752 126.08 ASSETS
Master Lease Rental 68.17 68.78 90.65 99.58 108.62 Cash and short term deposit 11.69 49.77 63.09 53.64 37.03
Retail & Office Revenue 15.08 14.80 16.16 17.94 17.46 Prepayments, deposits etc 42.68 45.49 47.50 42.72 50.43
Property Expense -8.08 625 -8.06 -9.46 -9.80 Total current assets 45.82 48.60 54.46 99.36 111.95
Net Propetty Income 75.17 77.33 98.74 108.05 116.28 Investment properties 2607.90 2446.75 2509.55 2514.55 2519.55
Net financing cost -19.37 -16.79 -21.28 -27.06 -27.06 Total non-current assets 2610.35 2455.73 2510.50 2516.50 2522.50
Total return before tax 131.08 203.90 130.59 69.38 77.26 Total Assets 2664.81 255509 262246 261422 261132
Tax Expense -0.07 -0.15 -0.28 -0.05 -0.06
Net income after Tax 131.01 203.76 13031 69.33 7721 LIABILITIES
Taxable distributable income 54.85 58.99 75.05 78.96 87.15 Other payables and accruals 53.09 2.70 335 4.27 5.04
Distribution to unitholders 51.95 65.02 81.91 87.81 90.50 Loans and borrowings 181.30 0.00 0.00 0.00 0.00
Others 441 5.98 4.10 4.10 4.10
Per unit data Total current liabilities 242.40 1061 935 10.28 11.05
Y/E Dec, (S$) FY21 FY22 FY23 FY24e FY25e Loans and borrowings 766.34 737.82 736.75 736.75 736.75
NAV (S$) 0.83 0.90 0.93 0.92 091 Non-Current Security Depo 5.66 6.09 0.00 0.00 0.00
DPU (S cents) 2.63 3.27 4.09 435 4.45 Total non-current liabilities 774.02 744.69 746.39 746.39 746.39
Total Liabilities 101642 75530 755.75 756.67 757.44
Cash Flow
Y/E Dec, (S$’mn) FY21 FY22 FY23 FY24e FY25e Net assets 1647.57 168125  1557.68 164839  1799.80
CFO
Total return before tax 131.08 203.90 130.59 69.38 77.26
Adjustments 57.86 -128.89 3411 36.38 36.69
WC changes 385 -3.07 0.78 5.70 -6.94
Tax paid and interest received -0.09 -0.07 0.00 -0.05 -0.06
Cash generated from ops 69.28 71.87 97.26 11141 106.96
CFI
CAPEX -047 -3.62 0.00 -1.00 -1.00 Valuation Ratios
.Cashflow from investments 42.98 261.54 15.58 -4.76 -4.76 Y/E Dec, (S$) FY21 FY22 FY23 FY24e FY25e
P/NAV (x) 071 0.69 0.65 0.66 067
CFF Distribution Yield (%) 4.46 5.27 6.71 7.13 7.30
Proceeds from borrowing 280.76 149.97 225.00 0.00 0.00 Growth & Margins (%)
Repayments of bank loans -322.26 -359.97 -225.00 0.00 0.00 Growth
Interest Paid 2118 -18.46 -26.68 2831 2831 Revenue 0.4% 27.8% 10.0% 7.3%
Cashflow from financing 411148 -289.30 -99.52 11611 -118.81 Distributable income 7.5% 27.2% 5.2% 10.4%
DPU 24.3% 25.1% 6.4% 2.3%
Net change in cash 0.77 44.12 13.32 -9.46 -16.61 Key Ratios
Cash at the start of the period 10.92 11.69 49.77 63.09 53.64 ROE 7.9% 12.6% 81% 4.0% 42%
Ending cash 11.69 55.81 63.09 53.64 37.03 Gearing 36.3% 30.2% 31.3% 31.3% 31.3%

Source: Company, Phillip Securities Research (Singapore) Estimates
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Total Returns
> +20%

+5% to +20%
-5% to +5%
-5% to -20%
< -20%

Market Price
Target Price Source: Bloomberg, PSR

Recommendation Rating
Buy 1
Accumulate

Neutral 3
Reduce 4
Sell 5

We do not base ourrecommendations entirely on the above quantitative return
bands. We consider qualitative factors like (but not limited to) a stock's risk reward
profile, market sentiment, recent rate of share price appreciation, presence or
absence of stock price catalysts, and speculative undertones surrounding the stock,
before making ourfinal recommendation
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Important Information
This report is preparedand/ordistributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license
under the Financial Advisers Act, Chapter 110in Singapore.

By receiving or reading this report, you agree tobe boundby 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 youfor personal use onlyandshall not be reproduced, distributed or published by you in wholeor
in part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The informationand any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) containedin 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 impliedthat suchinformation or Research is accurate, complete or appropriate or should berelied upon as such. Any suchinformation or Research contained
in this reportis subjecttochange, 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 containedin thisreport are as of the date indicated and are subject to change atany time
without prior notice. Past performance of any product referred toin this report is notindicative of future results.

This reportdoes not constitute, and should not be used as a substitute for, tax, legal or investmentadvice. This reportshould notbe relied upon exclusively or as
authoritative, without further being subject to the recipient’'s own independent verification and exercise of judgment. The fa ct that this reporthas been made
available constitutes neither a recommendationto enter intoa particulartransaction, nor a representation that any product describedin thisreportis suitable or
appropriate for the recipient. Recipients should be aware that many of the products, whichmay be describedin this report involve significant risks and may not
be suitable for allinvestors, and that any decisionto enter into transactions involving such products should not be made, unless all suchrisks are understood and
anindependent 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 tobe a disclosure of all risks ora complete discussion of such risks.

Nothingin this report shall be construedto be an offeror solicitationfor the purchase or sale of any product. Any decision to purchase any product mentioned in
this report should take intoaccountexisting publicinformation, including any registered prospectus inrespect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited toits officers, directors, employees or
personsinvolvedin the issuance of this report, may provide anarray 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 t o its officers, directors,
employees or persons involved in the issuance of this report, mayhave participated inor investedin transactions with the issuer(s) of the securities mentioned in
this report, and may have performedservices for or solicited business from such issuers. Additionally, Phillip Securities Re search, or persons associated with or
connected toPhillip Securities Research, including but notlimitedto its officers, directors, employees or persons involved inthe issuance of this report, mayhave
provided advice or investment services to such companies and investments orrelated investments, as may be mentioned int his report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employeesor
personsinvolved in theissuance of this report may, from time to time maintaina long or short position in securities referred to herein, or in related futures or
options, purchase orsell, make a market in, or engage inany other transactioninvolving such securities,and earn brokerage or other compensation in respect of
the foregoing. Investments willbe denominatedin various currencies including US dollars and Euro and thus will be subject to any fluctuationin exchangerates
between US dollarsandEuro or foreign currencies and the currency of yourown jurisdiction. Such flu ctuations may have an adverse effect on the value, priceor
income retum of theinvestment.

To the extentpermitted by law, Phillip Securities Research, or persons associated with or connectedto Phillip Securities Re search, including but notlimitedto its
officers, directors, employees or persons involvedinthe issuance of this report, may at any time engage inany of the above activities as set outabove or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned inthis report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Re search, including but not limitedto its
officers, directors, employees or personsinvolvedin the issuance of thisreport, whichis not reflected in this report,and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, di rectors, employees or persons involvedin the issuance of this
report, may, tothe extent permitted by law, have acted upon or used the information prior to or immediately following its pu blication. Phillip Securities Research,
orpersonsassociatedwithorconnectedto PhillipSecuritiesResearch,includingbutnot limiteditsofficers,directors, employees or personsinvolved inthe issuance
of this report, may have issued other material that is inconsistent with, or reach differentconclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any personor 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 Research to
any registration or licensing or other requirement, or penalty for contravention of such requirements within suchjurisdiction.

This reportisintended for general circulation only and does nottake intoaccountthe specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this report may notbe suitable for all investors and a person receiving orreading this reportshould seek advice from
a professional andfinancial adviser regarding the legal, business, financial, taxand otheraspects including the suitability of such products, taking into account the
specificinvestment objectives, financial situation or particularneeds of that person, before making a commitment toinvest inany of such products.

This reportis notintended fordistribution, publication to or use by any person inany jurisdiction outside of Singapore or anyotherjurisdiction as Phillip Se curities
Research maydeterminein its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the reportcontains researchanalyses 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 foreignresearchhouse)in Singaporeat250 North
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection
with, the analyses or reports; and

(i)  tothe extent that the analysesor reports are deliveredto and intendedto be received byanyperson inSingapore whois 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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