PhillipCapital

Lendlease Global Commercial REIT oy

AND ) StocksBnB.com
BEAR

15 August 2023

Higher reversion for longer
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e FY23revenue and NPl doubled to $$204.9m and S$153.9m, respectively, and were below BUY (Maintained)

. . . . . LAST CLOSE PRICE SGD 0.67
our expectations at 94% and 91%. Healthy retail rental reversion of 4.8% and increasing SR T
contribution from Jem were the main driving factors. We anticipate these trends to i
. . . s . . TARGET PRICE SGD 0.86
continue in FY24e, with additional upside potential from 313@somerset.
TOTAL RETURN 36.5%

e FY23 DPU was at 101.5% of our expectations. DPU decreased to 4.7 cents (-3.2% YoY) due
to rising interest costs at 2.69% (+1% YoY).
e We reiterate our BUY recommendation with a decrease in FY24e-25e DPU forecasts to

COMPANY DATA

S$4.38 - 4.63 cents on the back of rising interest rates. Our DDM-TP adjusted down to N G
S$$0.86. We expect FY24e earnings will be supported by stronger rental reversion and PSS i
potential inorganic growth. peREIEAR Sl o
52 -WK HI/LO(SGD) : 0.86/0.66
Result at a glance 3MAverage Daily T/O(mn): 6.08
(S$ '000) FY23 FY22 YoY (%) Comments ——
Gross Revenue 204 876 101662  101.53% Revenue doubled due to full contribution T s
! ’ from Jem and strong rental reversion /
Net Property Income 153,937 75,508 103.87% NPl margin remain stable at 75% LD GRS I i
Finance Cost (51,358) (16,062) 219.75% Higher interest rate VANGUARD GROUP ING/THE 2o
DPU 4.70 4.85 -3.02%
NAV 0.79 0.78  0.87%  Acquisition of Parkway Parade SREEFSIORMANTEDY
Source: Company, PSR IMTH 3MTH _ YTD
COMPANY 0.8 (2.9) (2.4)
The Positives STTF RETURN 5.1 3.4 45
+ Strong rental reversion continues in FY24e, with LREIT achieving an overall retail rental
PRICE VS. STTF

reversion of 4.8%, driven by Jem's improved performance. The Sky Complex in Milan (tied to
the CPI index) experienced a 5.9% rental escalation. Tenant sales at the portfolio level 090
increased 2.5 times, surpassing pre-COVID levels by over 16% in Jun23 while Footfalls have  oss
normalized to 100%. We expect the rental trend of Jem to stabilize in 2H23, while os0
313@somerset's rental is projected to gradually increase as international visitors return. 075

0.70
+ Portfolio occupancy stays at 99.9% as of Jun23 and tenant retention at 82.4%. Thanks to

healthy operating metrics, the portfolio valuation experienced a 1.4% uplift, driven by Jem

0.65

0.60

(+2.5% YoY) and 313@somerset (+4.0% YoY). The Sky Complex in Milan was the main setback A2 Now2 b3 May23 A2l
(-9.2% YoY), attributed toa 0.75% increase in the terminal cap rate due to inflation and rising —LRETS% Eulty STIF Index
interest rates. Source: Bloomberg, PSR
The Negative KEY FINANCIALS

Y/EJune FY22 FY23 FY24e FY24e

- Gearing nudged up to 40.6% (+1.3% QoQ) upon completion of the Parkway Parade (PP)
acquisition (7.7% stake). Rising borrowing costs are expected to continue into FY24e. LREIT ~ GrossRevism)

101.7 204.9 2239 2335

has already refinanced the €285m Loan in Aug23, which accounts for one-third of its total ~"*'¢™ USISRIFISS S ASS S As0
borrowing. With the new rate taking effect, the interest rate for FY24e is expected to be  Pst'ne(m) 73i03 10295 E102:5: 1055
around 3.5%. P/NAV (x) 101 089 087 089

DPU (cents) 4.85 4.70 4.38 4.63
Outlook Dist. Yield (%) 614 672 653 691

LREIT has recently concluded the acquisition of Parkway Parade, securing 10% of the  Source:Company, PSR
sponsor's stake (7.7% of the total value), for S$88.9m. This integrated office and retail
development is poised to benefit from the upcoming completion of the Marine Parade MRT
station in 2024. The NPI yield is anticipated to rise up to ¢.5.6%, and we believe LREIT will ~ DPM(Costof Equity: 7.65%; Terminal g: 1.5%)
continue to increase its stake, as Singapore remains the focal point of its expansion strategy.
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Maintain BUY with a lower TP of $$0.86 (prev. $50.91)

LREIT is currently trading at FY24e yields of 6.53%. We anticipate stronger rental reversion from
313@somerset in FY24e as international visitors gradually return, and Jem continues to deliver
stable income. Factoring in the rising borrowing costs, our DDM-TP has been adjusted
downward to S50.86, with projected FY24-25e DPUs of $S$4.38 - 4.63 cents. We raised our FY24e
interest rate assumptions by 0.4% points.
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Financials

Income Statement

Balance Sheet

Lendlease Global Commercial REIT F{JURN

Y/E June, (S$'000) FY21 FY22 FY23 FY24e FY25e Y/E June, (S$°000) FY21 FY22 FY23 FY24e FY25e

Gross revenue 78,651 101,662 204,876 223,929 233,460 ASSETS

Property expenses (21,733) (26,154) (50,939) (55,011) (57,468) Investment properties 1,419,857 3,593,332 3,642,854 3,645,271 3,647,688

Net property income 56,918 75,508 153,937 168,918 175,993 Equity instrument at FV 44,591 - 85,784 85,784 85,784

Net Finance (Expense) (9,989) (15,803) (50,711) (68,884) (66,489) Others 13,829 33,369 27,622 27,622 27,622

Manager's fees (6,856) (9,974)' (18,120) (17,843) (18,202) Total non-current assets 1,478,277 3,626,701 3,756,260 3,758,677 3,761,094

Other items 5 (12,790) 33,955 " (7,693) (6,900) (7,169) Trade receivables 6,664 16,820 4,049 19,034 19,844

FV change, derivatives (30,353) 68,996 41,059 2,964 3,543 Cash and cash equivalents 249,264 49,230 54,224 50,459 44,394

Share of profit from assoc - 5,319 579 579 1,158 Others 2,910 9,213 11,818 11,818 11,818

(Loss)/Profit before tax (1,338) 152,683 118,473 78,256 87,676 Total current assets 258,838 75,263 70,091 81,311 76,056

Taxation - - - - - Total Assets 1,737,115 3,701,964 3,826,351 3,839,988 3,837,150

Net income after Tax (1,338) 152,683 118,473 78,256 87,676

P&L adjusted for perps (598) (10,753) (18,900) (18,900) (18,900) LIABILITIES

Distribution adjustments 57,080 (68.,881) 8,278 43,180 40,569 Trade payables 27,393 56,120 58,135 77,927 81,244

Distributable income 55,124 73,049 107,851 102,535 109,345 Loans and borrowings - 297,754 433,611 428,811 378,811
Total currentliabilities 28,016 354,108 492,353 507,345 460,662

Per unit data Loans and borrowings 542,573 1,152,146 1,078,572 1,103,858 1,171,388

Y/E June FY21 FY22 FY23 FY24e FY25e Others 9,727 17,017 24,661 24,661 24,661

NAV (S$) 0.81 0.78 0.79 0.77 0.75 Total non-current liabilities 552,300 1,169,163 1,103,233 1,128,519 1,196,049

DPU (S cents) 4.68 4.85 4.70 4.38 4.63 Total Liabilities 580,316 1,523,271 1,595,586 1,635,864 1,656,711

Cash Flow Net assets 1,156,799 2,178,693 2,230,765 2,204,124 2,180,439

Y/E June, ($$°000) FY21 FY22 FY23 FY24e FY25e Represented by:

CFO Perpetuals 198,897 399,442 399,432 399,432 399,432

P&L after tax (1,338) 152,683 118,473 78,256 87,676 Unitholders' funds 957,902 1,775,412 1,829,344 1,802,703 1,779,018

Adjustments 58,126 (82,073) 39,502 85,423 83,374

WC changes 9,719 24,618 16,036 4,807 2,507

Cash generated from op 66,507 95,228 174,011 168,486 173,556

CFI

Acquisition of IP - (1,878,520) (1,352) - -

Purchase of equity instrum (45,533) - (85,852) - - Valuation Ratios

‘Others (1,098) (2,158) (3,924) (1,770) (1,770) Y/E June FY21 FY22 FY23 FY24e FY25e

Cashflow from INV 47,289 1,847,247 85,788 1,770 1,770 P/NAV (x) 1.02 1.01 0.89 0.87 0.89
Distribution Yield (%) 5.64 6.14 6.72 6.53 6.91

CFF NP yield (%) 3.98 3.01 4.25 4.64 4.83

Proceeds ( units issuance’ - 648,815 - - - Growth & Margins

Proceeds ( pemps issuance 200,000 200,000 - - - Growth

Loans, net of repayments d e 939,695 43,883 - -

Distributions to unitholders  (48,145) (69,728) (67,926) (102,535)  (109,345) Revenue 41.6% 29.3% 101.5% 9.3% 4.3%

Distributions to perp holde! - (8,400) (18,900) (18,900) (18,900) Net property income 41.3% 32.7% 103.9% 9.7% 4.2%

Others (4,403) (16,591) (38,348) (49,045) (49,6086) Distributable income 54.5% 32.5% 47.6% -4.9% 6.6%

Cashflow from financing 147,452 1,693,791 (81,291)  (170,481) (177,851) DPU 53.4% 3.6% -3.0% -6.9% 5.8%
Margins

Net change in cash 261,248 3,636,266 178,508 (225) (2,525) NP margin 72.4% 74.3% 75.1% 75.4% 75.4%

Cash BEG 83,679 249,265 49,229 54,224 50,459 Key Ratios

FXchanges 541 (1,444) (159) - - Net Debt 293,309 1,102,916 1,024,348 1,053,399 1,126,994

Ending cash 345,467 3,885,531 221,737 53,999 47,934 Gearing 37.0% 40.3% 40.6% 41.1% 41.5%

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
Remarks

We do not base our recommendations entirelyon 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 tochange, 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 atany 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 Singa pore 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 participatedin 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 activitiesas 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, em ployees 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, 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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