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= 1H23earnings was within expectations. Revenue and adjusted PATMI were 45%/48%of BUY (Maintained)

our FY23e forecasts. 1H23 adjusted PATMI declined 11% YoY to S$14.1mn due to the  CLOSING PRICE SGD 0.350

completion of a worker dormitory contractin May22. FORECAST DIV SGD 0.020
= Co-living and car park revenues jumped 50% and 28% YoY respectivelyin 1H23. The TARGET PRICE 6D 047

interim dividend was raised 67%to 1 cent, implyinganannualised yield of 6%. TOTAL RETURN 40.0%
= 2H23eearnings growth will besupported by: 1) additional 516 keys of co-living capacity; compANY DATA

and 2) Expansion of 2,800 car park lots. Meanwhile, FY24e will benefit from 3) BloombergcoDE: LHN SP

commencement of a new ISO Tank Depot; 4) launch of food factory development  O/SSHARES (MN): 408.9

project. Our FY23e earnings is unchanged. We maintaina BUY with an unchanged TP of =~ MARKETCAP (USD mn/SGD mn): 106/143
$$0.47. Core business valuations are pegged to 6.5x FY23e P/E, while the industry is z;'ZVKH'/Lc;(Sf?/;( ) 0'36/2'2‘?
. . . . verage Daily mn) : .
tradingaround 13x.LHN is tradingat4x PEand a 28% discountto book value of $$0.487.
MAJOR SHAREHOLDERS
Results at a glance Hean Nerng Group Pte Ltd 54.0%
SGD '000 1H23 1H22 YoY Comments PRICE PERFORMANCE (%)
Revenue 55,618 59,181 -6.0% T B v
- Industrial 13,581 9,454 43.7% Increase in rates and sublease. COMPANY 255 19.0 115
- Commercial 2,936 3,735 -21.4% ST @2 ©0) 12
- Co-living 10,473 7,003 49.6% 18% YoYrise in capacityto 1678 PRICEVS. STTF
- Carpark 11,942 9,389 27.2% Highervolumes and rates. 0.40
-Dorm 0 12,563 n.m. Ceased since May22. 0.35 4
Profit before tax 20,336 35,895 -43.3% 030
Adj PBT 18,186 15,124 20.2% Companyestimate.
0.25 A
- Industrial 12,520 4,096 205.7%
) " ) o 0.20 : T T
Commercial 1,278 5,408 76.4% May22  Aug22  NowZ  Feb3  May-23
- Co-living 2,986 2,769 7.8% STTF Index LHN SP EQUITY
- Facilities Mgmt 2,685 2,625 2.3% Largelycar park.
KEY FINANCIALS
-Dorm 0 3,989 n.m. Y/ESep,SGD(mn)  FY21 FY22 FY23e FY24e
Adj PATMI 14,191 15,870 -10.6% PSR estimate. Revenue 121.0 111.8 123.6 132.1
DPS (cts) 1.00 0.60 66.7% EBITDA 580 78.4 627 64.2
PATMI 281 458 319 323
Source: Company, PSR *Adj. PATMI is excludes other one-offs including unrealised FX loss. Adj PATMI 354 279 289 323
EPS (SGD cents) 6.9 11.2 7.8 7.9
The Positive AdjEPS(SGDcents) 87 6.8 7.1 7.9
+ Growth in co-living and car park. Co-living revenue surged 50% to $$10.4mn. The P/EKX 34 43 42 37
. . . Dividend Yield 59% 5.9% 6.8% 6.8%
improvement came largely from higher room rates and a new 105 keys Coliwoo Lavender ROE 18.9% 23.9% 14.4% 13,00

(opened in Sep22). The 411 key Coliwoo Orchardstarted onlyin Feb23. And contributionin ., 73%  9.8% 62%  6.0%
1H23 has been minimal.Car park revenue rose on the back of increased volumes. This was
despite the number of car parks remainingflatat 74 (or ~21,500 vehicle parkinglots).

Source: Company, PSR

VALUATION METHOD

. 6.5x FY22e PEadj. +Subsidiary market cap
The Negative

- Higher interest expense due to expansion. Interest expense almostdoubled to S$4.4mn in
1H23 due to higherinterest rates and an increasein net debt to S$144mn (1H22: SS98mn).
The risein net debt was for the acquisition of GSM Building for SS80mn. The property will
be converted into 187 Coliwoo keys with two floors of retail. Other options for LHN to de-
gear include monetising its 22 commercial and industrial properties. A further source of
recycling capitalis thecompletion of the 55 Tuas food factory project, where strata units will
be sold.

Paul Chew (+656212 1851)
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Outlook

We believe there are multiplegrowth drivers ahead for LHN:

2H23 growth drivers

1.

Expansion of co-living capacityand roomrates

Both Coliwoo Orchard and Lavender will contribute additional revenue fromtheir recent
opening of a combined capacity of 516 keys (~30% of total capacity). The target is to
achieve 95% occupancy by end FY23 from the current 70%. Rental rates range from
$$2900-5800/month for Coliwoo Orchard and S$5$2100-4800/month for Coliwoo
Lavender.

Room rates are riding on (i) increase residential rental market; (ii) surge in hotel
RevPAR*.

Growth of car parkrevenue
Car park revenue has been rising on the back of higher increased volume post re-
opening.

Inclusion of Defu Industrial City car park of around 2,800 parkinglots will boost capacity
by 13% to ~21,500.

2024 growth drivers

3.

Commencement of new ISO depot

The new ISO depot in 7 Gul Avenue is expected to be completed in Jul23. This facility
will provide cleaning, repair, survey and storage services of ISO tanks that carry
dangerous chemicals. It can store up to 80 laden ISO Tank containers and capacity for
80 tank cleanings per day.

Development and saleof food factory

LHN will be developing 55 Tuas into a food factory by selling49 units on a strata basis.
Supply for such properties in food zones is limited. Purchasers will usesuch units for the
production of plant-based food, central kitchens for restaurants or food manufacturing
for export. We estimate gross proceeds of around S$60mn.

More Coliwoo keys inthe pipeline

In the pipelineare another 276 new keys of Coliwoo. These include GSM Building (187
keys, 3Q25); 404 Pasir Panjang (63 keys, 1Q24) and 48/50 Arab Street (26 keys, 1Q24).
The target is 800 rooms every year for 3 years. These include an asset-light model that
involve partners.

Mantain BUY with an unchanged TP of $50.47

We maintaina BUY with anunchanged TP of S$0.47. Core business valuations are pegged to
6.5x FY23e P/E, whilethe industryis tradingaround 13x. LHN is tradingat 4x PEand a 28%
discountto book value of $50.487.
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*Although co-living requires minimum stay of 6
nights, the rates are attractive at S$150 per night
(vs average hotel rate in Singapore of $$270).
Online travel agencies are another source to
secure tenants.




P PhillipCapital
RESULTS

Financials
Income Statement Balance Sheet
Y/E Sep, SGD '000 FY20 FY21 FY22 FY23e FY24e Y/E Sep, SGD '000 FY20 FY21 FY22 FY23e FY24e
Revenue 134,213 120,977 111,772 123,582 132,085 ASSETS
Cost of sales (70,570) (54,426) (52,725) (46,961) (48,872) Trade and other receivables 43,366 31,754 25,406 28,424 30,380
Gross profit 63,643 66,551 59,047 76,621 83,214 Cash and bank balances 38,446 36,786 39,727 26,030 23,987
Other income 17,103 15,000 11,829 18,000 8,000 Inventories 75 90 136 124 132
Administrative expenses (30,429) (32,617) (39,209) (40,782) (38,305) Total current assets 108,877 100,539 100,019 89,328 89,249
Other expenses (4616)  (1,881) (2,452) (4,325) (4,623) PPE 47,183 54,167 48,241 47248 47,504
Share of results of associates 555 3,666 16,466 3,000 2,000 Investment properties 115,578 166,570 233,267 293,267 318,267
Fair value gain/(loss)onIP ~ (11,809) (11,598) 12,261 (3,852) - Others 72,110 65,532 87,359 86,336 86,118
EBIT 34,447 39,121 57,942 48,661 50,286 Total non-current assets 234,871 286,269 368,867 426,851 451,889
Net Finance Inc/(Exp) (5,127) (4,863) (4,930) (9,735) (9,887) Total Assets 343,748 386,808 468,886 516,179 541,138
Profit before tax 29,320 34,258 53,012 38,926 40,400
Tax expense (4,633)  (5,400) (5,498) (4,671) (5,656) LIABILTIES
Minority interest (543) (795) (1,676) (2,398) (2,432) Trade and other payables 43,701 35,392 37,094 32,873 34,210
PATMI 24,144 28,063 45,838 31,857 32,312 Lease liabilities 33,193 37,706 29,859 29,859 29,859
Adjusted PATMI 18,850 35,359 27,866 28,908 32,312 Bank borrowings 10,725 11,556 19,319 19,319 19,319
Others 6,564 5,060 4,407 4,407 4,407
Total current liabilities 94,183 89,714 90,679 86,458 87,795
Lease liabilities 66,182 54,630 51,517 51,517 46,517
Bank borrowings 55,997 89,822 128,854 151,894 152,235
Others 3,806 4,359 5,658 5,658 5,658
Total non-current liabilities 125,985 148,811 186,029 209,069 204,410
Per share data (SGD Cents) Total Liabilities 220,168 238,525 276,708 295,527 292,205
Y/E Sep FY20 FY21 FY22 FY23e FY24e
EPS 6.0 6.9 11.2 7.8 7.9 Net assets 123,580 148,283 192,178 220,651 248,933
Adj EPS 4.7 8.7 6.8 7.1 7.9
DPS 1.25 1.75 1.75 2.00 2.00 Equity
BVPS 30.7 36.5 47.0 54.0 60.9 Share capital 63,407 65,496 65,496 65,496 65,496
Reserves 58,234 80,230 120,408 146,483 172,333
Non-controlling interests 1,939 2,557 6,274 8,672 11,104
Shareholder Equity 123,580 148,283 192,178 220,651 248,933
Cash Flow Valuation Ratios
Y/E Sep, SGD '000 FY20 FY21 FY22 FY23e FY24e Y/E Sep FY20 FY21 FY22 FY23e FY24e
CFO P/E (x) 6.3 3.4 43 4.2 3.7
Profit before tax 29,320 34,258 53,012 38,926 40,400 P/B (x) 1.0 0.8 0.6 0.5 0.5
Adjustments 32,173 29,808 11,105 22,237 22,884 EV/EBITDA (x) 2.7 3.2 3.0 4.4 4.3
WC changes (12,486) 1,351 4,040 (7,227) (627) Dividend Yield (%) 4.2% 5.9% 5.9% 6.8% 6.8%
Cash generated from ops 48,452 61,751 51,691 50,936 60,657 Growth & Margins
Income tax paid (669)  (4,875) (5,219) (4,671) (5,656) Growth
Cashflow from ops 48,560 56,910 46,656 47,780 55,965 Revenue 20.8% -9.9% -7.6% 10.6% 6.9%
CFlL EBITDA 227.1% 4.7% 35.3% -20.1% 2.5%
CAPEX, net (22,212) (19,604) (7,691) (8,000) (10,000) EBIT 235.8% 13.6% 48.1% -16.0% 3.3%
Others 11,694 (24,529) (33,929) (41,000) (7,000) Net profit 194.9% 16.2% 63.3% -30.5% 1.4%
Cashflow from investments  (10,518) (44,133) (41,620) (49,000) (17,000) Margins
CFF Gross margin 47.4% 55.0% 52.8% 62.0% 63.0%
Loans, net of repayments 19,124 34,610 46,999 23,040 340 EBITDA margin 41.3% 47.9% 70.2% 50.7% 48.6%
Dividends paid (3,069) (7,019) (7,143) (5,782) (6,462) EBIT margin 25.7% 32.3% 51.8% 39.4% 38.1%
Others (36,227) (42,698) (41,986) (29,735) (34,887) Net profit margin 18.0% 23.2% 41.0% 25.8% 24.5%
Cashflow from financing (20,172) (15,107) (2,130) (12,477) (41,008) Key Ratios
ROE 19.5% 18.9% 23.9% 14.4% 13.0%
Net changein cash 17,870 (2,330) 2,906 (13,697) (2,044) ROA 7.0% 7.3% 9.8% 6.2% 6.0%
CCE, end 39,127 36,801 39,743 26,046 24,003 Net Gearing 22.9% 43.6% 56.4% 65.8% 59.3%

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 orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation

LHN LIMITED [{VURS

® PhillipCapital
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Important Information

This reportis prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), whichis a holder of a financial adviser’s license under the
Financial Advisers Act, Chapter110in 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 toyou for personal use onlyand shall not be reproduced, dist ributed or published by you in whole orin part,
for any purpose.Ifyou have received this report by mistake, please delete or destroyit, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained inthis report has been obtained from public
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Researchdoes not make any rep resentation or warranty, express or implied
that suchinformation or Research is accurate, complete or appropriate or should be relied upon as such. Any suchinformation or Research contained in this report is
subjectto change, and Phillip Securities Research shall not have any responsibilityto 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 in dicated and are subject tochange atany time without
prior notice. Past performance of any product referredto inthis reportis not indicative of future results.

This reportdoes not constitute, and should notbe used as a substitute for, tax, legal or investment advice. This report should notbe relied upon exclusively oras
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fa ct that this report has been made available
constitutes neither a recommendationto enter intoa particulartransaction, nor a representation that any product described inthis report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, whichmay be described in this report involve significant risks and may not be suitable for all
investors, and thatany decisionto enter intotransactions involving such products should notbe made, unless all such risks are understood and an independent
determination has been made thatsuch transactions would be appropriate. Any discussion of the risks contained herein with respect toanyproduct should notbe
considered to be a disclosure of all risks or acomplete discussion of such risks.

Nothingin this reportshall be construedto be anoffer or solicitation for the purchase orsale of any product. Any decision to purchase any product mentioned in t his
report should take into account existing publicinformation, including any registered prospectus in respect of such product.

Phillip Securities Research, orpersons associated with orconnected to Phillip Securities Research, including but not limited to its officers, directors,employees or
personsinvolvedin the issuance of this report, may provide an array of financial services toa large number of corporations in Singapore and worldwide, including but
not limited tocommercial / investment banking activities (including sponsorship, financial advisory or underwriting activiti es), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with orconnected to Phillip Securities Research, including but notlimited t o its officers, directors,employees or
personsinvolvedin the issuance of this report, may have participatedin or invested intransactions 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 connectedto Phillip Securities
Research, including but notlimitedto its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or investment
services to such companies andinvestments or related investments, as may be mentionedin 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 intheissuance of this report may, from time to time maintain a long orshort position in securities referred toherein, or in related futures oroptions, purchase
or sell, make a market in, or engage inany othertransaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated invarious currencies including US dollars and Euroand thus will be subject to anyfluctuationin exchange rates between US dollars and
Euro or foreign currencies andthe currency of your ownjurisdiction. Such fluctuations may have an adverse effect on the value, price or income returnof the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Re search, including but not limited toits officers,
directors,employees or persons involvedin the issuance of this report, may at any time engagein any of the above activities as set out above or otherwise hold an
interest, whether material or not, inrespect of companies andinvestments or related investments, which maybe mentioned in this report. Accordingly, informationmay
be available toPhillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited toits officers, directors,
employees or persons involved inthe issuance of this report, which is not reflectedin this report, and Phillip Securities Research, or persons associated with or
connected toPhillip Securities Research, including but notlimitedto its officers, directors, employees or persons involved in the issuance of this report, may, tothe
extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities R esearch, or persons associated
with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involvedin 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 directe d, intended for distributionto or use by, any personor entity inany jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law orregulation or which would subj ect Phillip Securities Research toany
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This reportisintended for general circulation only and does not take into account the specificinvestment objectives, fi nancial situation or particular needs of any
particular person. The products mentionedin this report may notbe suitable for all investors anda personreceiving or read ing this report should seek advice from a
professional and financial adviserregarding the legal, business, financial, taxand otheraspects including the suitability of such products, taking intoaccountthe specific
investment objectives, financial situation or particular needs of that person, before making a commitment to invest inanyofsuch products.

This reportis not intended for distribution, publication toor use byanyperson inany jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research maydeterminein itsabsolute 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 researchhouse) in Singapore at250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, inrespect 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 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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