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Construction of Madison Residences deferred. Earlier in mid-March,

Keppel Land announced the deferment of the construction of Madison
Residences (MR), a 56-unit residential development along Bukit Timah
Road. The project was launched in September 2008 and only 1 unit was
sold at ~S$1,740 psf. In light of the deferment, the Sale & Purchase
agreement has since been terminated by mutual agreement. KSH Holdings,
which was awarded the construction contract worth S$53m (~S$478 psf
ppr) for Madison Residences, has also agreed to the deferment of the
construction.

Construction deferment a rational move. Holding cost for this Bukit
Timah land is low as it was acquired in 1999 and the estimated current
book value of the Bukit Timah land plot is ~S$45.3m or ~S$409 psf ppr
(after write-down in 2001). Demand for high-end projects is unlikely to return
in the near future and if the construction for MR proceeds, KepLand may
have to carry the 55 unsold units on its balance sheet. Taking into
consideration the capital outlay for the construction, holding cost for the
completed project will be significantly higher upon the completion of the
project.

Limited impact to our earnings forecast. In light of the deferment of the
project, we are now removing the revenue and earnings contributions of
MR from our FY09 and FY10 forecasts. As the scale of MR is relatively
smaller than the rest of KepLand's ongoing development projects, the
impact of the delay on KepLand's earnings is limited. We are cutting our
FY09 and FY10 PATMI estimates by 3.6% and 7.7% to S$241.4m and
S$296.2m, respectively.

Risk factors priced in; Maintain BUY. Our FY09 RNAV estimate has
been lowered marginally to S$3.67 (previously S$3.68) and based on
yesterday's closing price of S$1.41, KepLand is trading at a hefty discount
of 61.6% to our RNAV estimate. Risk for KepLand is relatively higher than
its peers, given its higher RNAV exposure to the office sector in Singapore
and limited scale of diversification in its operations. However, we believe
that the bulk of the risk has already been priced in as KepLand is trading
at a significant RNAV discount relative to peers' average discount of 35.2%.
We maintain our fair value of S$1.77 on KepLand and despite the strong
recovery in share price since hitting a low of S$0.985 in mid-March, we
still see an upside potential of 25.5% for KepLand. We maintain our BUY

rating on KepLand.
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Year to Turnover Gross Profit PATMI EPS NAV Price/NAV Div Yield

31 Dec (S$m) (S$m) (S$m) (cents) (S$) (x) (%)

FY 07 1,407.9 429.0 779.7 108.3 3.2 0.4 14.2

FY 08 842.2 322.1 227.7 31.6 3.4 0.4 5.7

FY 09F 843.6 261.6 241.4 33.5 3.7 0.4 5.7

FY 10F 905.0 291.4 296.2 41.1 3.7 0.3 5.7
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Exhibit 1: FY09 RNAV estimate

in S$m

NPV of development profits

  - Singapore 622.4

  - Overseas 422.1

1,044.5

Surplus on office properties -665.2

Surplus on industrial and retail properties 2.1

-663.1

Valuation of fund management business 298.8

Stakes in listed entities 363.4

Less:

  - Book value of listed entities -833.2

Surplus on listed entities -469.7

Net Asset (end FY08) 2,442.6

RNAV 2,653.0

Fully diluted share base (m) 723.0

RNAV per share $3.67

Fair value (Investment and development 

properties at 60% discount to valuation, no 

discount on listed investments) $1.77

Source: OIR estimates

Keppel Land's Key Financial Data

EARNINGS FORECAST

Year Ended 31 Dec (S$ m) FY07 FY08 FY09F FY10F

Sales 1,407.9 842.2 843.6 905.0

Cost of sales -978.9 -520.0 -582.0 -613.7

Gross profit 429.0 322.1 261.6 291.4

Distribution costs -7.6 -7.1 -5.1 -4.5

Admin and other expenses -109.1 -97.8 -92.8 -99.6

Other income 0.0 14.5 0.0 0.0

Operating profit 312.3 231.7 163.7 187.3

Finance costs -79.2 -51.4 -49.5 -44.8

Share of results of associated companies 93.9 68.1 159.3 202.2

Others 204.8 61.1 47.9 50.2

Profit before taxation 531.7 309.6 321.4 394.9

Taxation -83.0 -44.7 -48.2 -59.2

After-tax profit before revaluation 448.7 264.9 273.2 335.7

Net appreciation on revaluation of investment properties 388.2 4.5 0.0 0.0

Profit after taxation 836.9 269.4 273.2 335.7

Attributable to:

Shareholders 779.7 227.7 241.4 296.2

Minority interests 57.2 41.7 31.8 39.5
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BALANCE SHEET

As at 31 Dec (S$ m) FY07 FY08 FY09F FY10F

Current assets

Properties held for sale 1,421.7 1,474.6 1,518.8 1,534.0

Stocks 3.6 3.6 3.8 4.0

Debtors 196.3 253.8 301.3 258.6

Amounts owing by holding and related parties 884.7 148.9 151.9 154.9

Fixed deposits, bank balances and cash 1,187.3 626.4 605.0 544.8

Total current assets 3,693.5 2,507.3 2,580.8 2,496.3

Non-current assets

Fixed assets 148.4 173.9 182.6 191.7

Investment properties 1,378.3 1,433.0 1,518.9 1,594.9

Properties held for development 172.7 174.8 178.3 181.8

Long-term receivable 0.0 812.8 894.1 983.5

Investments

  - Associated companies 665.4 959.4 1,007.4 1,057.8

  - Long-term investments 56.9 60.9 64.0 67.2

Total non-current assets 2,421.8 3,614.8 3,845.3 4,076.9

Total assets 6,115.3 6,122.1 6,426.1 6,573.2

Current liabilities

Creditors 862.7 798.6 727.5 767.1

Net tax provision 121.6 106.2 111.5 117.1

Short-term borrowings 318.9 184.1 321.3 328.7

Amounts owing to holding and related parties 81.8 72.1 64.9 58.4

Total current liabilities 1,385.0 1,160.9 1,225.2 1,271.2

Non-current liabilities

Long term borrowings 1,955.9 1,937.8 1,927.8 1,709.0

Deferred taxation 130.7 126.5 126.5 126.5

Total non-current liabilities 2,086.6 2,064.2 2,054.3 1,835.5

Share capital 1,185.3 1,188.5 1,190.9 1,193.2

Reserves 1,105.9 1,254.1 1,469.6 1,747.6

Share capital and reserves 2,291.2 2,442.6 2,660.4 2,940.8

Minority interests 352.5 454.4 486.2 525.7

Total equity 2,643.7 2,896.9 3,146.6 3,466.5

Total liabilities and equity 6,115.3 6,122.1 6,426.1 6,573.2
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CASH FLOW

Year Ended 31 Dec (S$ m) FY07 FY08 FY09F FY10F

Operating activities

Operating profit 312.3 231.7 163.7 187.3

Adjustments -93.9 -19.1 -11.4 -12.9

Working capital changes 267.3 -48.0 -162.8 67.1

Others -48.1 -60.8 -49.8 -53.8

Net cashflows from operating activities 437.5 103.8 -60.3 187.6

Net cashflows used in investing activities 418.6 -357.9 -164.3 -159.5

Net cashflows from financing activities -244.9 -330.4 166.1 -167.8

Net change in cash 611.2 -584.4 -58.4 -139.8

Adjustments -4.9 23.5 37.1 79.5

Cash at beginning of period 581.0 1,187.3 626.4 605.0

Cash at end of period 1,187.3 626.4 605.0 544.8

Key Ratios

PER (x) 1.3 4.5 4.2 3.4

P/NAV (x) 0.4 0.4 0.4 0.3

Gross profit margin (%) 30.5 38.3 31.0 32.2

Net profit margin (%) 59.4 32.0 32.4 37.1

Net gearing (x) 0.4 0.5 0.5 0.4

Dividend yield (%) 14.2 5.7 5.7 5.7

ROE (%) 31.7 9.3 8.7 9.7

ROA (%) 13.7 4.4 4.3 5.1

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 Investment 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 given 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 objectives, financial situation or particular needs, before making 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.
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