FIRST SPONSOR GROUP LIMITED

Property Development outlook turns positive

SINGAPORE | REAL ESTATE | 1H22 RESULTS

= 1H22 profit of $71.3mn was above our estimates, at 60.5%. The beat came from Property
Holding (PH).

=  Housing policy relaxation measures in Dongguan drove sales higher. Sales accelerated in
the 1.5 months after the implementation of the relaxation measures.

=  RMB271.6mn (S$55mn) in net auction proceeds recovered from RMB330mn in defaulted
loans. The potential disposal of Pudong Mall, which we estimate in FY23 could see a further
recovery of the defaulted loans.

= Upgrade to ACCUMULATE from NEUTRAL with unchanged SOTP target price of S$1.39.
Catalysts fora TP upgrade are a recovery in the Chinese property market and its China hotel
portfolio.

Results at a glance

S$'mn 1H22 1H21 YoY Comments
Revenue Results below, driven mainly by Property
115.3 156.8 -26.5% Development.
- Property Development Below, due mainly to weaker buyer's sentiment
211 811 -740% in1Q22
- Property Holding 54.9 21.2 159.0% Above, RevPAR above expectations.
- Property Financing 39.3 54.5 -27.9% In-line. Lower from repayments.
PRC PF loan book as at In-line. Decline attributed to accelerated
277.0 703.0 -60.6% repayments from its customers
Profit after tax 70.8 68.5 3.4% Above, driven by Property Holding
Diluted EPS (SG cents) 5.38 520 3.5%
Gearing ratio (x) 0.18 0.49 -63.3% Lowered due to repayment of bank borrowings.

Source: PSR, Company data

The Positives

+ 1H22 profit of $71.3mn above our estimates, at 60.5%. The beat came from PH. PH’s profit
was driven by the acquisition of the Dutch Bilderberg hotel portfolio it acquired on 2 May 2022
and the overallimprovement in RevPAR of its hotel portfolio due to fewer Covid-19 restrictions.
All of its hotel properties reported positive profits for 1H22. Interim dividend of 1.1 Singapore
cents was in-line with our forecasts.

+ Housing policy relaxation measures in Dongguan drove sales higher. Buyer sentiment in the
Dongguan residential market improved after two rounds of housing policy relaxation by the
local municipal authorities in May 2022. 190 residential units of its project in Time Zone were
sold in 1.5 months after relaxation measures were announced. This was significantly higher than
the 139 residential units sold in the first 4.5 months of 2022. We believe this bodes well for the
two residential projects it has targeted to launch in 2H22, the Hefu project and Phase 1.2 of its
Time Zone development, both in Dongguan.

+ RMB271.6mn in net auction proceeds recovered from RMB330mn in defaulted loans. The
Group recovered a portion of the proceeds in April 2022 from the mortgaged properties (Figure
2). The estimated net proceeds of RMB271.6mn however, is insufficient to cover the
outstandingloan principal, default and penalty interest and other fees, resulting in an estimated
shortfall of RMB160.4mn, with a book exposure of RMB112.8mn left to be collected. The Group
will continue to pursue the shortfall via the court process. In other words, if the Group fails to
recover such an amount, the negative P&L impact on the Group would be RMB112.8mn.
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KEY FINANCIALS

Y/E Dec (S$'000) FY20 FY21 FY22e FY23e

Gross Rev 203,936 589,170 407,558 274,098
Gross Profit 171,906 241,316 154,284 111,953
EBITDA 143,423 217,064 172,076 104,669
PATMI 103,174 121,469 107,646 59,920
P/NAV (x) 0.68 0.57 0.55 0.54
P/E (x) 10.36 9.35 10.55 18.95
ROE (%) 5.90 6.14 5.21 2.84

Source: Company, PSR

VALUATION METHOD
SOTP (20% discount)

Terence Chua (+65 6212 1852)
Senior Research Analyst

terencechuatl@phillip.com.sg
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Figure 2: Update on the RMB330mn PRC defaulted loans

(RMB’mn) Pudong Villa - Pudong Mall - Total RMB330mn
RMB50mn RMB280mn defaulted loan

Gross proceeds 127.8 281.9 409.7

Less: Expected (70.3) (67.8) (138.1)

deductions

Estimated net auction 57.5 2141 271.6

proceeds

Outstanding debt 64.1 367.9 432.0

(Principal + Interest)

Estimated shortfall (6.6) (153.8) (160.4)

Book exposure to 0 (112.8) (112.8)

borrowers

Source: Company, PSR

Potential recovery from the disposal of Pudong Mall. The legal title of the Pudong Mall as well
as net auction proceeds of the Pudong Villa are expected to be transferred to the Group in 3Q22.
As the Group managed to win the title of the mall through an auction process, we believe there is
upside to the valuation of the mall at the end of the year when a valuation is done. We believe
the Group will attempt to divest the mall to recover the shortfall, which we estimate to be in
FY23e.

The Negatives

- Primus Bay residential apartment blocks receive muted response at launch. The pre-sales for
the three residential blocks in Panyu, Guangzhou, with 177 units was launched on 26 May this
year, with only 11% of the units sold as the weak macro backdrop weighed on sales. ASP of
RMB26,200sqm is on the lower end of the spectrum, but we expect pricing to remain stable as
the Group will launch the smaller units in 2H22, which should support pricing.

- Potential impairment of hotels in 2H22 as rates soar. With inflation ratesin Netherlands (+8.6%
YoY) and Germany (+7.5% YoY) soaring in June and July respectively, management has guided for
potential impairments arising from higher rates. The ECB recently raised rates for the first time in
11 years, with a larger than expected rise of 50bps. That said, we expect the impairments, if any,
to be offset partially by the continued recovery of RevPAR and occupancy in Europe.

Outlook

Property outlook in China continues to be uncertain. Falling property prices in China have
resulted in a slowdown in demand. Some developers have also resorted to lowering prices to clear
inventory, adding to the downward pressure in the property sector. New home prices fell 7.2%
YoY in June, bringing the YTD decline to ~42% as sentiment remained weak.

However, there are signs that the Chinese government may be shoring up support for its property
market. Management guided that the banks have started lending aggressively in 1H22, which
caused its customers to re-finance its rates with the banks instead. This has caused a more rapid
repayment of its loan book in 1H22. Buying sentiment in the Dongguan residential property
market has improved after two rounds of housing policy relaxation by the local municipal
authorities in May 2022. On 4 July, a further round of relaxation measures was implemented,
which we believe bodes well for the properties it will launch in 2H22.

In 2H22, we expect the Company to launch the Hefu project (Dongguan), Time Zone development
(Dongguan) and Plot E1 of Millennium Waterfront project (Chengdu).

Strong balance sheet to capitalise on new opportunities. FSG is backed by a strong balance sheet,
substantial unutilised committed credit facilities and potential equity infusion from the exercise
of outstanding warrants. Its gearing improved to 0.18x in 1H22 vs. 0.38x for FY21, as it realised a
substantial infusion of cash ~$$258mn in PRC loan repayment during the period. We continue to
model for these repayments to continue in FY22e and FY23e against the banks more aggressive
lending policy. All of this will further strengthen the cash resources of the Group and enable it to
capitalise on any new business opportunities when they arise.

Dongguan projects

a) Star of East River *

b) Emerald of the Orient *
c) The Pinnacle *

d) Skyline Garden *

e) Humen TOD **

f) Fenggang **

g) New Humen (NEW)

Chengdu project
Millennium Waterfront
a) PlotE **

b) Plot F*

Guangzhou project
a) Panyu **

*Launched and largely sold
** Not launched/ sold

Figure 1: New Humen project

SHENZHEN
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Source: FSG
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Upgrade to ACCUMULATE from NEUTRAL with unchanged SOTP-TP of $$1.39. We view the latest
round of relaxation property relaxation measures in Dongguan positively. We believe the
relaxation measures will provide support for the upcoming projects the Group will launch in 2H22.
Catalysts for a TP upgrade are a recovery in the Chinese property market and its China hotel
portfolio.
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Financials
Income statement Balance Sheet
Y/E Dec, (S$’000) FY19 FY20 FY21 FY22e FY23e Y/E Dec, (S$’000) FY19 FY20 FY21 FY22e FY23e
Revenue 319,164 203,936 589,170 407,558 274,098 ASSETS
Costof sales (130,129) (32,030) (347,854)  (253,274)  (162,144) PPE and IP 440,674 469,324 481,262 470,888 460,817
Gross Profit 189,035 171,906 241,316 154,284 111,953 Interestin assocand JVs 298,062 549,943 1,027,535 1,087,168 1,098,954
Net finance income 870 (3,588) (9,804) (9,687) (9,546)  Others 971,690 862,040 777,395 777,395 777,395
Administrative expenses (38,206) (28,726) (36,138) (43,731) (29,411) Total non-current assets 1,710,426 1,881,307 2,286,192 2,335,508 2,337,214
Share of profits from JVs and associates 71,222 (12,373) 11,075 59,973 11,822
Otheritems (28,722) (1,607) (3,854) (10,321) (6,942) Development properties 390,046 530,542 704,679 754,007 806,787
Profit Before Tax 194,199 125,612 202,595 150,517 77,877 Trade receivables 315,255 482,401 946,133 1,020,682 776,743
Taxation (28,623) (24,501) (72,350) (37,629) (19,469)  CCE 313,389 476,304 343,932 261,525 569,258
Profit After Tax 165,576 101,111 130,245 112,888 58,408 Inventories 550 394 376 406 439
PATMI 167,088 103,174 121,469 107,646 59,920 Others 30,830 53,633 22,203 22,203 22,203
EBIT 194,841 131,263 203,623 154,962 88,935 Total current assets 1,050,070 1,543,274 2,017,323 2,075,090 2,189,094
EBITDA 205,197 143,423 217,064 172,076 104,669 Total Assets 2,760,496 3,424,581 4,303,515 4,410,597 4,526,307
Per share data LIABILITIES
Y/E Dec FY19 FY20 FY21 FY22e FY23e Trade payables 307,085 348,603 840,864 831,439 861,124
NAVPS (S$) 1.97 1.83 2.16 2.26 2.30 ST borrowings 251,220 124,560 151,158 151,028 151,008
NAVPS (S$, diluted) 1.65 1.70 1.78 1.85 2.85 Contract liabilities 39,288 372,236 173,904 173,199 183,591
EPS (S$ cents) 21.64 11.97 13.26 11.75 6.54 Others 65,663 49,432 101,315 101,315 101,315
EPS (S$ cents, diluted) 17.12 8.87 10.21 9.44 10.44 Total current liabilities 663,256 894,831 1,267,241 1,256,981 1,297,038
DPS (S$ cents) 2.70 3.10 3.45 3.29 1.83
DPS (S$ cents, diluted) 2.14 2.30 2.55 2.64 2.92 LT borrowings 369,943 615,012 937,749 937,749 937,749
Others 128,708 167,419 116,448 116,448 116,448
Cash Flow Total non-current liabilities 498,651 782,431 1,054,197 1,054,197 1,054,197
Y/E Dec, (5$’000) FY19 FY20 FY21 FY22e FY23e Total liabilities 1,161,907 1,677,262 2,321,438 2,311,178 2,351,235
CFO
Profit for the year 165,576 101,111 130,245 112,888 58,408 Represented by:
Adjustments (55,097) 120,193 33,896 (597) (1,751)  Share Capital 101,251 117,329 118,357 118,357 118,357
WC changes 27,838 (18,512)  (277,398)  (134,166) 231,182 Reserves 1,320,670 1,553,818 1,744,725 1,827,472 1,869,102
Cash generated from ops 138,317 202,792 (113,257) (31,871) 294,761 Others 176,668 " 76,172 115,772 120,629 120,629
Others 20,005 (32,947) (39,654) (16,058) - Total equity 1,598,589 1,747,319 1,978,854 2,066,458 2,108,088
Cashflow from ops 158,322 169,845 (152,911) (49,614) 294,761
CFI
Acquisition of subsidiaries (156,770) (5,037)  (241,867) - -
Advances to associates (net) (86,867)  (216,620) (4,155) - - Valuation Ratios
Payment - other investments (357) (16,097) - - - Y/E Dec FY19 FY20 FY21 FY22e FY23e
Payment - additions to PPE (37,482) (16,496) (7,867) - - P/NAV (x) 0.6 0.7 0.6 0.5 0.5
Payment - associates and JVs (81,242) (18,027) (13,353) - - P/E (x) 5.7 10.4 9.4 10.6 19.0
Others 154,632 32,176 77,863 21,911 22,686 Dividend yield (%) 2.2 2.5 2.8 2.7 1.5
Cashflow from investments (208,086)  (240,101) (189,379) 21,911 22,686 Growth & Margins (%)
Growth
CFF Revenue 15.1% -36.1% 188.9% -30.8% -32.7%
Advances from associates (net) 120,261 73,329 120,807 - - Gross profit 17.0% -9.1% 40.4% -36.1% -27.4%
Dividends to the owners of FSG (19,078) (22,855) (28,386) (30,141) (16,778) EBITDA 48.4% -30.1% 51.3% -20.7% -39.2%
Proceeds from issuance of MTN - 100,000 - - - EBIT 47.5% -32.6% 55.1% -23.9% -42.6%
Repayment of bank borrowings (632,633) (1,222,658)  (941,492) (130) (20)
Proceeds from bank borrowings 611,205 1,274,264 1,007,381 - - Margins
Others 164,773 16,952 (29,819) (22,996) 8,262 Gross profit margin 59.2% 84.3% 41.0% 37.9% 40.8%
Cashflow from financing 244,528 219,032 128,491 (53,267) (8,536)  EBITDA margin 64.3% 70.3% 36.8% 41.3% 37.2%
EBIT margin 61.0% 64.4% 34.6% 38.0% 32.4%
Net change in cash 194,764 148,776 (213,799) (82,442) 307,732 Key Ratios
Cash at the start of the period 125,711 313,389 476,304 343,967 261,525 ROE 10.5% 5.9% 6.1% 5.2% 2.8%
Currency translation (7,086) 14,139 (11,506) - ROA 6.1% 3.0% 2.8% 2.6% 1.4%
Ending cash 313,389 476,304 262,505 250,019 569,257 Net Gearing 19.3% 15.1% 37.6% 40.1% 24.6%

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

Total Returns Recommendation  Rating
> +20% Buy 1
+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 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 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 license 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 referred to 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 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, 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 that is 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 to the 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 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, tax and 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 matters arising 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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