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CapitaLand Commercial Trust

Portfolio reconstitution continues with Twenty Anson sale

SINGAPORE | REAL ESTATE (REIT) | UPDATE

= CCT to sell Twenty Anson for $$516mn, 19% above last valuation as at 31 Dec 2017.
= Favourable exit yield of 2.7%, vs 3.2%-3.4% for previous divestments in 2017.

= Decent IRR of c.7% achieved over 6-year ownership period of Twenty Anson.

= Expect loss of rental income to be topped up with divestment proceeds.

=  Maintain Accumulate with unchanged TP of $51.88.

What is the news?
Capitaland Commercial Trust (CCT) has agreed to sell Twenty Anson, a twenty-storey prime
office building in Tanjong Pagar to an unrelated third party for S$516mn. The sale
consideration is 19% above the S$433mn valuation as at 31 December 2017. Twenty Anson
accounted for about 5.5% of CCT’s FY17 net property income (NPI). Completion of sale is
expected in 3Q18.

The Positives

+ Favourable exit yield of 2.7%. This exit yield based on Twenty Anson’s NPI of S$13.8mn
for the 12 months preceding 31 March 2018, is even more attractive than the 3.4% and
3.2% exit yields for Wilkie Edge (WE) and One George Street (OGS) sold by CCT last year.

+ Further showcasing ability to rejuvenate portfolio and effectively recycle capital.
Through the 3 local divestments (WE, OGS, TE) and 1 acquisition (Asia Square Tower 2,
AST2) since 2017, Management has repeatedly demonstrated the ability to effectively
recycle capital and rejuvenate the portfolio for enhanced returns. Using the latest local
acquisition as example, AST2 had a yield on cost of 3.6%, based on committed occupancy
of 88.7%. The 3 divestments were at lower exit yields, despite having shorter (or similar)
land leases remaining. This effectively means capital has been effectively recycled into a
higher yielding asset, with comparable or better potential for growth in the vibrant Marina
Bay district.

+ Decent IRR achieved over 6-year ownership period of Twenty Anson. Recall CCT
purchased Twenty Anson for $$430mn in 2012 with a yield on cost of c.4%. Throughout the
6-year holding period, CCT would have achieved unlevered IRR of ¢.7%, vs the average cost
of capital of c.4.6%, by our estimates.

+ Reduced gearing provides ample firepower to fund future growth. Assuming divestment
proceeds are used to pare down debt, aggregate leverage would drop from 37.9% in 1Q18
to 34.5%.

Outlook

Twenty Anson contributed only ¢.5.5% of CCT’s FY17 NPI. We expect any loss of rental
income from 3Q18 to be topped up with divestment proceeds. With only 8% of debt next
due for refinancing in FY19 and 90% of debt on fixed rates, interest rate risks are mitigated.
CCT will benefit from expected rising office rents due to tapering supply. We expect office
rents to grow 5-10% in 2018.

Maintain Accumulate with unchanged target price of $$1.88

We adjust our forecasts to factor in the divestment. Our forecasted CAGR growth for DPU
from FY17-FY19 is at 3.4%. Our target price translates to an FY18e yield of 4.7% and P/NAV
of 0.97x.
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Accumulate (Maintained)

LAST DONE PRICE SGD 1.66
FORECAST DIV SGD 0.09
TARGET PRICE SGD 1.88
TOTAL RETURN 18.5%
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KEY FINANCIALS
SGD mn FY 16 FY17 FY18e FY19e
Gross Revenue  298.6 3375 3985 413
NPI 2193 2655 309 329.0
Dist Inc. 269.0 2889 3244 354.1
P/NAV (x) 0.93 0.93 0.91 091
DPU (Cents) 9.1 8.7 8.8 94
Dist yield % 5.50% 5.20% 5.30% 5.70%

Source: Company Data, PSR est.

Valuation Method

DDM (Cost of equity 6.76%, Terminal Growth 1.85%
DehongTan (+65 6212 1849)
tandh@phillip.com.sg
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Financials

Statement of Total Return and Distribution Statement

CAPITALAND COMMERCIAL TRUST LUZoZN1S

fffff PhillipCapital

Balance Sheet

Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e
Gross Revenue 273.2 298.6 337.5 398.5 4113 ASSETS
Total Property expenses (70.9) (79.2) (72.0) (87.6) (82.3) Investment properties 4,962 6,591 7,408 7,523 7,523
Net Property Income 212.8 2193 265.5 3109 329.0 Trade and other receivables 44 42 43 43 43
Finance costs (36.0) (50.1) (69.0) (82.7) (82.7) Cash and cash equivalents 81 160 123 117 85
Base Asset management Fees (5.1) (5.9) (6.9) (7.5) (7.5) Vs 1,452 1,190 1,732 1,858 1,934
Performance Asset management fees (9.3) (9.3) (9.5) (11.9) (12.8) Total Assets 6,593 8,051 9,354 9,590 9,633
Net income before JV and associates  162.6 160.4  180.0 210.2 227.3
Net tax and other adjustments 6.8 15.1 (1.2) 1.8 13.1 LIABILITIES
Distribution from JVs 84.8 93.5 97.8 87.3 88.7 Trade and other payables 37 53 90 90 90
Total distributions for the year 254.5 269.0 288.9 324.4 354.1 Interest bearing liabilities (Current) - - - 298 248
Interest bearing liabilities (Non-current) 1,084 2,457 2,720 2,262 2,312
Convertible bonds 171 173 - - -
Total Liabilities 1,358 2,773 2,937 2,773 2,773
EQUITY
Shareholder Equity 5,234 5,279 6,417 6,817 6,860
Per share data (SGD)
Y/E Dec FY15 FY16 FY17 FY18e FY19e
Net asset value per unit 1.77 1.78 1.78 1.82 1.83
DPU (SS) 0.086 0.091 0.087 0.088 0.094
Cash Flow Valuation Ratios
Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e Y/E Dec FY15 FY16 FY17 FY18e FY19e
CFO P/NAV 0.94 0.93 0.93 091 091
Total return for the year before tax 3074 261.8 5825 2975 316.0 Distribution yield (%) 5.2% 5.5% 5.2% 5.3% 5.7%
Adjustments (106.6) (42.5) - (21)  (3.2)  NPlyield (%) 43%  3.5% 3.6% 4.1% 4.4%
WC changes (4.0) (15.9) (2.5) - - Growth & Margins (%) FY15 FY16 FY17 FY18e FY19e
Net cash from operating activities 196.8 203.1 250.8 2954 3127 Growth
CFI Revenue 4.0% 9.3% 13.0% 18.1% 3.2%
Net cash from investing activities 63.7 (259.4) (902.0) (68.2) 16.0 Net property income (NPI) 3.7% 8.7% 14.8% 17.1% 5.8%
CFF DPU 1.9% 5.3% -4.6% 1.7% 7.0%
Interest Paid (33.4) (71.5) (64.8) (82.7) (82.7) Margins
Distributions to Unitholders (251.9) (257.1) (279.7) (324.4) (354.1)  NPImargin 77.9% 775% 78.7%  78.0%  80.0%
Net cash used in financing activities ~ (280.4) 135.1 613.8 (232.6) (361.1) Operating Income Margin 59.5% 53.7% 53.3% 52.8% 55.3%
Net (decrease)/increase in cash/equiv = (19.9) 78.8 (37.4) (5.4) (32.4) Key Ratios
Cash and cash equivalents at 31 Dec 81.2 160.0 122.6 117.2 84.8 Net Gearing 295% 37.7% 37.3% 34.0% 34.0%

Source: Company, Phillip Securities Research (Singapore) Estimates

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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Ratings History
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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 orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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PHILLIP RESEARCH STOCK SELECTIONSYSTEMS

Total Return | Recommendation | Rating Remarks
> +20% Buy 1 >20% upside fromthecurrent price
+5% to +20% Accumulate 2 +5% to+20% upside fromthe current price
-5% to +5% Neutral 3 Trade within +/- 5% from the current price
-5% to -20% Reduce 4 -5%t0-20% downside fromthecurrentprice
< -20% Sell S -20% downside fromthe current price

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

GENERAL DISCLAIMER

This publication is distributed in Hong Kong by Phillip Securities (Hong Kong) Limited (“PSHK”), which
is licensed in Hong Kong by the Securities and Futures Commission for regulated activities, including
Type 4 regulated activity (advising on securities). This publication was originally prepared by analysts
from our overseas affiliates. The information contained herein is based on sources that PSHK and its
affiliates believe to be accurate and any analysis, forecasts, projections, expectations and opinions
contained in this publication are based on such information and are expressions of belief only. This
material is prepared for general circulation to clients and is not intended to provide tailored investment
advice and does not take into account the individual financial situation and objectives of any specific
person who may receive this report. Investors should seek financial advice regarding the appropriateness of
any investments or securities discussed or recommended in this report. This report is not (and should not
be construed as) a solicitation to act as securities broker or dealer in any jurisdiction by any person or
company that is not legally permitted to carry on such business in that jurisdiction. This research report
may not be redistributed, retransmitted or disclosed, in whole or in part or and any form or manner,
without the express written consent of PSHK. Please direct any enquiries to foreignstock @phillip.com.hk.

Investment involves risks. For details of product risks, please view the Risk Disclosures Statement on
http://www.phillip.com.hk.



PhillipCapital's Global Presence

SINGAPORE
Phillip Securities Pte Ltd

HONG KONG
Phillip Securities (HK) Ltd

INDONESIA
PT Phillip Securities Indonesia

THAILAND
Phillip Securities (Thailand) Public Company Limited

UNITED KINGDOM
King & Shaxson Capital Ltd

AUSTRALIA
Phillip Capital Australia

MALAYSIA
Phillip Capital Management Sdn Bhd

JAPAN
PhillipCapital Japan K.K.

CHINA
Phillip Financial Advisory (Shanghai) Co. Ltd

FRANCE
King & Shaxson Capital Ltd

UNITED STATES
Phillip Futures Inc.



