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CapitaLand Limited

New Raffles City integrated development in Shenzhen

New Raffles City integrated development in Shenzhen.
Yesterday, CapitaLand (CapLand) revealed the development
plans for the site in Nanshan District, Shenzhen. The site has
an area of 53,725 sgm and with a GFA of 237,500 sgm. To
recap, CaplLand acquired a 58.3% interests in the site for
RMB1,125m (S$249m) in 2008. A Raffles City integrated
development (Raffles City Shenzhen) will be developed on the
site, which will comprise office (32,000 sqm), retail (72,800
sgm) and a hotel/serviced residence component (22,300 sgm).
In addition to Raffles City Shenzhen, CaplLand will also be
developing an office tower (22,600 sqm), residential apartments
(36,400 sgm), SOHO units (36,400 sgm) and retail space
(15,000 sgm) for strata sale. The site is strategically located
close to the Shenzhen Bay Bridge that connects Shenzhen
to Hong Kong and surrounding the site are built-up residential
apartments which could provide adequate human traffic flow
to the shopping mall upon completion. The entire project is
estimated to have a development estimate of RMB6b (S$1.25b)
and will be completed in phases from 2014.

Projecting an additional S$0.02 per share to RNAV.
Previously, we have not ascribed any incremental value for
this site but with more details on the development of the site
now, we are factoring in the potential NAV accretion from this
site. We value the project based on recently transacted prices
and valuation in Nanshan, with some adjustments made to
factor the uncertainties in the China property market. For its
residential component, which faces strong headwind from the
tightening measures by the Chinese government, we have
pegged a 15% discount to the 1Q10 average selling price of
RMB32,000 psm for residential apartments in Nanshan. Based
on our estimates, we project that CaplLand's stake in the
development will add an additional S$72.8m (S$0.02 per share)
to RNAV.

Fair value lowered to S$4.97 on lower market valuations.
With the recent decline in share prices of the listed entities
held by CapLand, our RNAV has been lowered by S$0.14 per
share. As such, our fair value, which is pegged at parity to
RNAV, has been lowered to S$4.97 (previously S$5.09).
Despite the uncertainties in China property market, this new
integrated development project should highlight CapLand's
expertise in developing and managing a diverse group of
property assets and we believe it can provide another avenue
of growth in China, outside the key residential segment. We
maintain our BUY rating on CaplLand.

Please refer to the important disclosures at the back of this document.
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Exhibit 1: Details of the project
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Site area 53,725 sgm
GFA 237,500 sgm
Raffles City Shenzhen*
Office 32,000 sgm
Refalil 72,800 sgm
Hotel/Serviced Residence 22,300 sgm
Strafa-Sale*
Office 22,600 sgm
SOHO 36,400 sgm
Apartments 36,400 sgm
Realil 15,000 sgm
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*Areas indicated are based on current planned estimates.
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Exhibit 2: RNAV Table
in S$m
NPV of development profits
- Singapore 798.8
- Overseas 2,582.7
3,381.5
Valuation of investment properties 2,058.7
Valuation of fund management business 811.1
Stakes in listed entities 7,653.5
Stakes in unlisted funds 3,190.6
Shareholders Equity (ex-AustraLand and CMA) 8,234.0
Less:
- Book value of investment properties, associates and jointly-controlled entities held -4,197.9
under CapLand
RNAV 21,1314
Share base (m) 4,248.0
RNAV per share (S$) 497
RNAV discount/(premium) used 0.0
Fair value per share (S$) 497

Source: OIR estimate
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CapitaLand's Key Financial Data

EARNINGS FORECAST BALANCE SHEET

Year Ended 31 Dec (S$m) FY08 FY09 FY10F FY1MF Asat31 Dec (S$m) FY08 FY09  FY1OF  FYNF
Revenue 2,752.3 29574 31290 33065 Cash 42284 87297 52780 54268
Cost of sales -1,680.2 -1,931.2 -1,980.6 -2,087.0 Development properties for sale 33472 35902 39493 37518
Gross profit 10722 1,0262 1,1484 12195 Investment properties 42548 44062 46265 48578
Other operating income 1,330.7 1,2384 157.0 130.1  Interests in assoc & JV 78646 86842 91184 95744
Profit from operations 1,8384 1,279.8 827.3 8426 Total assets 25,083.6 30,166.0 31,831.6 32,923.7
Finance costs -516.3 4539  -450.0 -480.0 Borrowings 9,789.9 10,2750 10,186.1 10,864.8
Share of results of assoc & JV 375.1 2692 3751  497.9 Total liabilities 13,0958 13,286.3 14,669.3 15,081.3
Profit before taxation 1,697.2  1,095.1 7524 860.6 Shareholders' equity 10,681.7 13,408.3 13,630.8 14,2355
Profit after taxation 14614 10086 6771 7745  Total equity 11,9878 16,8798 17,162.3 17,8424
Profit attributable to shareholders 1,260.1 1,053.0 617.2  699.1 Total equity and liabilities 25,0836 30,166.0 31,831.6 32,923.7
CASH FLOW

Year Ended 31 Dec (S$m) FY08 FY09 FY10F FY11F KEY RATES & RATIOS FY08 FY09  FY1OF  FY1MF
Op profit before working cap.chges 909.0 1,011.1 829.7  875.7 EPS (S-cents) 4.7 26.2 14.5 16.5
Working cap, taxes and int 261.0  -1351 140.7  -492.0 NAV per share (S-cents) 378.3 3156 3209 3351
Net cash from operations 1,1700  876.1 9704 3838 PER(x) 11.0 14.1 255 225
Acquisition of properties -1,366.8  -269.8 -400.0 -400.0 P/NAV (x) 1.3 1.2 1.2 1.1
Other investing flows 4304 26506 -3,355.1  -200.6  Gross profit margin (%) 39.0 34.7 36.7 36.9
Investing cash flow -936.4 2,380.7 -3,755.1  -600.6  Net profit margin (%) 53.1 341 21.6 234
Financing cash flow 23875 12723 6794 3657 Netgearing (x) 05 0.1 0.3 0.3
Net cash flow -1276 45013 -34518 1488 Dividend yield (%) 14 2.8 1.5 15
Cash at beginning of year 4356.0 42284 8,729.7 52780 ROE (%) 12.2 6.0 3.9 43
Cash at end of year 42284 8,729.7 52780 54268 ROA (%) 58 33 21 24

Source: Company data, OIR estimates
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SHAREHOLDING DECLARATION:
The analyst/analysts who wrote this report holds NIL shares in the above security.

RATINGS AND RECOMMENDATIONS:

OCBC (ljnvestment Research’s (OIR) technical comments and recommendations are short-term and trading
oriented.

- However, OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month
investment horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/-10%
from the current price; Sell = More than 10% downside from the current price.

- For companies with less than S$150m market capitalization, OIR’s Buy = More than 30% upside from the
current price; Hold = Trade within +/- 30% from the current price; Sell = More than 30% downside from the
current price.

DISCLAIMER FOR RESEARCH REPORT

This report is solely for information and general circulation only and may not be published, circulated,
reproduced or distributed in whole or in part to any other person without our written consent. This report
should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities
mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or
estimate contained'in this report is subject to change without notice. We have not given any consideration
to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is fglven and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. You may wish to seek advice
from a financial adviser regarding the suitability of the securities mentioned herein, taking into consideration
your investment ogect/ves, financial situation or particular needs, before mak/ng a commitment to invest in
the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected
and associated corporations together with their respective directors and officers may have or take positions
in the securities mentioned in this report and may also perform or seek to perform broking and other
investment or securities related services for the corporations whose securities are mentioned in this report
as well as other parties generally.

Privileged/Confidential information may be contained in this message. If you are not the addressee indicated
in this message (or responsible for delivery of this message to such person), you may not copy or deliver
this message to anyone. Opinions, conclusions and other information in this message that do not relate to
the official business of my company shall not be understood as neither given nor endorsed by it.

Co.Reg.no.: 198301152E For OCBC Investment Research Pte Ltd
Carmen Lee
Published by OCBC Investment Research Pte Ltd Head of Research
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