Lendlease Global Commercial REIT
High rental reversion and rental upside from Sky Complex

Singapore| REIT | 1H24 RESULTS

e  Gross revenue increased by 17.9% to S$119.9mn with the 2-year supplementary rental
from Building 3 of Sky Complex and form 55% of our FY24e forecast.

e NPlincreased 22.2% YoY while DPU slid 14.5% YoY to 2.1 cents, and were 54%/52% of
our FY24e estimates. High rental reversion was sustained with 313@somerset at c.20%,
and Jem provided a stable contribution at ¢.10%.

e  Wereiterate our BUY recommendation with lower DDM-TP 0f $$0.83 and FY24e-25e DPU
forecast of 4.16-4.59 Singapore cents. Erosion of DPU brought by higher-for-longer
interest rates will stillbe apparent. We expect FY24e earnings will be supported by strong
rental reversion.

Result at a glance

(S$ '000) 1H24 1H23 YoY (%) Comments

Gross Revenue 119017 101,733  17.87% 2,/car supplementary rent from Building 3
of Sky Complex

Net Property Income 93,381 76,424 22.19%

Finance Cost 32,710 23,586 38.68%  Higher interest rate

DPU 2.10 2.45 -14.29%  Higher borrowing cost

NAV 0.77 0.79 -2.53%  Slightly enlarged unit base

Source: Company, PSR

The Positives

+ Resilient rental reversion of 15.7%, with 313@somerset contributing c.20%, and Jem
delivering stable support of ¢.10%. Due to the lingering effects of COVID-19 base rents, we
expect a rental reversion in the high teens for 313@somerset and in the low teens for Jem in
2025, as 20.3% of the lease by GRI is set to expire.

+ Stable operating metrics. Tenant sales continue to trend above pre-COVID levels and
increased 0.6% YoY in 1H24. F&B, entertainment, and necessities outperformed. Despite
lower contributions from GTO, we expect sales to benefit the top line with the influx of
Chinese tourists, facilitated by the 30-day visa-free policy.

The Negative

- Borrowing cost inched up. There was no indication of a near-term reversal in the interest
rate trajectory.-LREIT having hedged 61% of its borrowings, will not experience much benefit
from a potential interest rate cut in the future. With the implementation of the new rate, the
expected interest rate for FY24eis ¢.3.5% (1H24: 3.37%).

Outlook

We don’t expect any impact on DPU from the departure of the master lessee in Building 3 of
the Sky Complexin Milan, as the tenant has paid 2-year rental supplements to be distributed
over the 2 years. The building is slated for multi-tenancy, and we expect it will be backfilled
by 1H25. Leasing prospects look promising, with commitments for a few floors. Current
rentals for new buildings in the periphery range from €310 to €350 per sqm, c.65-85% above
the previous rent paid by Sky Italia, providing rental upside for LREIT. It paves the way for
future divestment, given the improved operational position. There is reduced concentration
risk from 13.6% to 10.2% by GRI. Upon restructuring, the early termination clause has been

removed, thus providing stable cash flow till 2033. The asset is currently valued at €290.5mn
which will lower the gearing to ¢.32% from the current 40.5% level upon divestment.
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BUY (Maintained)

LAST CLOSE PRICE SGD 0.62
FORECAST DIV SGD 0.05
TARGET PRICE SGD 0.83
TOTAL RETURN 40.8%
COMPANY DATA
BLOOMBERG CODE: LREITSP
O/S SHARES (MN) : 2,353
MARKET CAP (USD mn /SGD mn) : 1092 /1459
52 -WK HI/LO (SGD) : 0.75/0.49
3M Average Daily T/O (mn): 6.11
MAJOR SHAREHOLDERS
LENDLEASE SREIT PTY LTD 22.8%
LENDLEASE GCR INVESTMENT 3.3%
VANGUARD GROUP INC/ THE 3.2%
PRICE PERFORMANCE (%)
1MTH 3MTH YTD

COMPANY (3.9) 19.2 (3.9)
STTF RETURN (3.0) 2.8 (3.0)
PRICEVS. STTF
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0.68
0.63
0.58
0.53
0.48 +
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—— LREIT SP Equity STTF Index

Source: Bloomberg, PSR
KEY FINANCIALS
Y/EJune FY22 FY23  FY24e FY25e
Gross Rev ($m) 101.7 204.9 223.2 232.8
NPI ($m) 75.5 153.9 1782  185.5
Dist. Inc. ($m) 73.0 107.9 97.4 108.5
P/NAV (x) 1.01 0.71 0.79 0.80
DPU (cents) 4.85 4.70 4.16 4.59
Dist. Yield (%) 6.14 8.40 6.82 7.53

Source: Company, PSR

VALUATION METHOD

DDM (Cost of Equity: 7.58%; Terminal g: 1.5%)
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Maintain BUY with a lower TP of $$0.83 (prev. $$0.86)

LREIT is currently trading at FY24eyields of 6.82% and 0.79x P/NAV. We expect upside from a
mark-to-market rental uplift upon successful backfilling of Building 3, Sky Complex, and better-
than-expected international travel numbers to support further rental reversion in
313@somerset. Factoring in the higher-for-longer borrowing costs, our DDM-TP has been
adjusted downward to S$0.83, with projected FY24-25e DPUs of 4.16-4.59 Singapore cents. We
raise our FY24e interest rate assumption by 0.2% points.
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Financials
Income Statement Balance Sheet
Y/E June, (S$’000) FY21 FY22 FY23 FY24e FY25e Y/E June, (S$’000) FY21 FY22 FY23 FY24e FY25e
Gross revenue 78,651 101,662 204,876 223,181 232,770 ASSETS
Property expenses (21,733) (26,154) (50,939) (44,977) (47,242) Investment properties 1419857  3,593332 3,642,854 3,645,271 3,647,688
Net property income 56,918 75,508 153,937 178,204 185,528 Equity instrument at FV 44,591 - 85,784 85,784 85,784
Net Finance (Expense) (9,989) (15,803) (50,711) (74,129) (67,136) Others 13,829 33,369 27,622 27,622 27,622
Manager's fees (6,856) (9,974) (18,120) (18,307) (18,679) Total non-current assets 1,478,277 3,626,701 3,756,260 3,758,677 3,761,094
Otheritems (12,790) 33,955 (7,693) (6,875) (7,148) Trade receivables 6,664 16,820 4,049 18,970 19,785
FV change, derivatives (30,353) 68,996 41,059 - - Cash and cash equivalents 249,264 49,230 54,224 56,418 56,523
Share of profit from associat( - 5,319 579 - - Others 2,910 9,213 11,818 11,818 11,818
(Loss)/Profit before tax (1,338) 152,683 118,473 78,894 92,566 Total current assets 258,838 75,263 70,091 87,206 88,126
Taxation - - - - - Total Assets 1,737,115 3,701,964 3,826,351 3,845,883 3,849,220
Netincome after Tax (1,338) 152,683 118,473 78,894 92,566
P&L adjusted for perps (598) (10,753) (18,900) (18,900) (18,900) LIABILITIES
Distribution adjustments 57,060 (68,881) 8,278 37,443 34,846 Trade payables 27,393 56,120 58,135 77,667 81,004
Distributable income 55,124 73,049 107,851 97,437 108,512 Loans and borrowings - 297,754 433,611 428,811 378,811
Total current liabilities 28,016 354,108 492,353 507,085 460,422
Per unit data Loans and borrowings 542,573 1,152,146 1,078,572 1,103,858 1,171,388
Y/E June FY21 FY22 FY23 FY24e FY25e Others 9,727 17,017 24,661 24,661 24,661
NAV (S$) 0.81 0.78 0.79 0.77 0.76 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 4.16 4.59 Total Liabilities 580,316 1,523,271 1,595,586 1,635,604 1,656,471
Cash Flow Netassets 1,156,799 2,178,693 2,230,765 2,210,279 2,192,749
Y/E June, (S$’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 78,894 92,566 Unitholders' funds 957,902 1,775,412 1,829,344 1,808,858 1,791,328
Adjustments 58,126 (82,073) 39,502 91,087 84,452
WC changes 9,719 24,618 16,036 4,611 2,522
Cash generated from ops 66,507 95,228 174,011 174,591 179,540
CFI
Acquisition of IP - (1,878,520) (1,352) - -
Purchase of equity instrumen (45,533) - (85,852) - - Valuation Ratios
"Others (1,098) (2,158) (3,924) (2,417) (2,417) Y/E June FY21 FY22 FY23 FY24e FY25e
Cashflow from INV 47,289 1,847,247 85,788 2,417 2,417 P/NAV (x) 1.02 1.01 0.71 0.79 0.80
Distribution Yield (%) 5.64 6.14 8.40 6.82 7.53
CFF NPI yield (%) 3.98 3.01 4.25 4.89 5.09
Proceeds ( units issuance) - 648,815 - - - Growth & Margins
Proceeds ( perps issuance) 200,000 200,000 - - - Growth
Loans, net of repayments - 939,695 43,883 - -
Distributions to unitholders (48,145) (69,728) (67,926) (97,437)  (108,512) Revenue 41.6% 29.3% 101.5% 8.9% 4.3%
Distributions to perp holders - (8,400) (18,900) (18,900) (18,900) Net property income 41.3% 32.7% 103.9% 15.8% 4.1%
Others (4,403) (16,591) (38,348) (53,643) (49,606) Distributable income 54.5% 32.5% 47.6% -9.7% 11.4%
Cashflow from financing 147,452 1,693,791 (81,291) (169,980) (177,018) DPU 53.4% 3.6% -3.0% -11.6% 10.5%
Margins
Net change in cash 261,248 3,636,266 178,508 7,028 4,939 NPI margin 72.4% 74.3% 75.1% 79.8% 79.7%
Cash BEG 83,679 249,265 49,229 54,224 56,418 Key Ratios
FX changes 541 (1,444) (159) - - Net Debt 293,309 1,102,916 1,024,348 1,047,440 1,114,865
Ending cash 345,467 3,885,531 227,737 61,252 61,357 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 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5

We do not base our recommendations 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 110in Singapore.

By receiving or readingthis report, you agree to be bound by the terms and limitations setout below. Any failureto comply with these terms and limitati ons may
constitute a violation of law. This report has been provided to you for personal useonly and shall notbe 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 opini ons (collectively, the “Research”) containedin this report has been obtained from
public sources which Phillip Securities Research believes to bereliable. However, Phillip Securities Research does not make any representation or warranty, express
or implied that such information or Researchis accurate, complete or appropriateor should be relied upon as such. Any such information or Research contained
inthis reportis subjectto change, and Phillip Securities Research shall nothaveany responsibility to maintain or update theinformation or Research madeavailable
or to supplyany 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. Pastperformance of any product referred to in this reportis 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 fa ct that this report has been made
available constitutes neither a recommendation to enter into a particulartransaction, nor a representation that any product describedin this reportis suitableor
appropriatefor the recipient. Recipients should be aware that many of the products, which may be describedinthis reportinvolve significantrisks and may not
be suitableforall investors,and that any decision to enter into transactionsinvolvingsuch products should notbe made, unless allsuch risks areunderstood 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 disclosureofall risks or a complete discussion of such risks.

Nothing in this report shall beconstrued to be an offer or solicitation for the purchaseor saleof any product. Any decision to purchaseany product mentioned in
this report should take into accountexisting public information, including any registered prospectus in respect of such prod uct.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, includingbutnot limited to its officers, directors, employees or
persons involved in the issuance of this report, may provide anarray of financial services to a large number of corporations in Singaporeand worldwide, including
but not limited to commercial / investment bankingactivities (including sponsorship, financial advisory or underwritingacti vities), 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 involvedinthe issuanceof this report, may have participatedin orinvested intransactionswith 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 butnot limited to its officers, directors, employees or persons involved in the issuance of this report, may have
provided adviceor investment services to such companies and investments or related investments, as may be mentioned inthis report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, includingbutnot 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, purchaseor sell, make a market in, or engage in any other transactioninvolvingsuch securities, and earn brokerage or other compensationin respect of
the foregoing. Investments will be denominated in various currencies including US dollarsand Euro and thus will be subject to any fluctuationin exchange rates
between US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such flu ctuations may have an adverse effect on the value, priceor
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 atany time engage inany of the above activities assetoutabove or otherwise
hold an interest, whether material or not, inrespect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be availableto Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including butnot 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 butnotlimited to its officers, di rectors, employees or persons involved in theissuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately followingits publication. Phillip Securities Research,
or persons associated with or connected to Phillip Securities Research, including but notlimited its officers, directors, employees or persons involved in theissuance
of this report, may have issued other material thatis inconsistentwith, 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 applicablelaw or regulation or which would subject Phillip Securities Research to
anyregistration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This reportis intended for general circulation only and does not take into accountthe specificinvestmentobjectives, financial situation or particular needs of any
particularperson. The products mentioned in this report may not be suitablefor all investorsand a person receiving or reading this reportshould seek advicefrom
a professional and financial adviser regarding thelegal, business, financial, tax and other aspects including the suitability of such products, takinginto account the
specificinvestmentobjectives, financial situation or particular needs of that person, before makinga commitment to investinany of such products.

This reportis notintended for distribution, publication to or use by any personinanyjurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine inits absolutediscretion.

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, pleasenote:

(i) recipients of the analyses or reports areto contact Phillip Securities Research (and not the relevant foreign research house) inSingaporeat 250 North
Bridge Road, #06-00 Raffles City Tower, Singapore179101, telephone number +65 6533 6001, in respect of any matters arisingfrom, or in connection
with, the analysesor reports;and

(ii) to the extent that the analyses or reports aredelivered to and intended to be received by any person in Singaporewho is not an accredited investor,
expert investor or institutionalinvestor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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