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NPI in line. LMIR Trust (LMIR) reported 92% YoY and 72.5%

QoQ gains in 2Q revenue to S$40.1m, this as LMIR collected

additional income from services charges receipt and utilities

cost recovery on seven of its retail malls with the 31 Dec expiry

of the operating costs agreement in place at listing. That

additional income was offset by the additional costs incurred,

relating to the maintenance and operation of the malls. 2Q10

reflects the full six months effect for 1H10 due to a delay in

the transfer of operations. Net property income of S$21.6m

was up 17% YoY and 6% QoQ, boosted by the strong

Indonesian Rupiah (IDR) against the Singapore Dollar (SGD).

NPI was in line with our S$21.6m estimate in both SGD and

IDR terms. Retail mall occupancy improved 360 bps to 97.4%

from three months ago; this is significantly higher than the

market average of 82.7%. LMIR is leveraged at 10.3% debt-

to-assets as of 30 Jun.

But DPU disappoints on tax. 2Q10 DPU fell 20% YoY and

13% QoQ to 1.04 S cents. The manager attributed this to the

appreciation in the IDR, which has caused the gap between

the hedged rate on distributions and the physical rate to reverse

unfavorably in the last four quarters. LMIR booked a realized

(cash) forex loss this quarter of S$2.4m versus a loss of

S$1.7m in 1Q10 and a realized gain of S$1.2m in 2Q09. This

is likely to be a continuing issue as we estimate 3Q's hedged

rate is roughly 15% higher (unfavorably) than current levels.

While we had expected the forex impact, DPU was 14% below

our 1.21 S cents estimate due to actual tax expense of S$5.5m

versus our S$3.6m estimate. The manager explained that it is

now incurring revenue tax on the additional service charge

and utilities income. It is exploring options to increase tax,

and also operational, efficiencies.

Valuation. We have adjusted our earnings estimates to reflect

the additional service charge and utilities income and additional

operating expenses; we also incorporate actual 1H10 results.

Additionally, we have adjusted our tax estimates upwards.

On the plus side, we have increased our occupancy estimates.

Our FY10-11F DPU estimates fall 11.5% and 12.6% to 4.4 S

cents and 4.5 S cents. Finally, our fair value estimate (at an

unchanged 20% discount to SOTP value) falls to S$0.52 from

S$0.55 previously. With an estimated total return of 14%,

maintain BUY on valuation grounds.
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(S$ m) FY08 FY09 FY10F FY11F

Revenue 101.8 79.6 124.3 121.2

NPI 88.3 75.1 82.2 80.0

Distributions 59.5 54.0 47.6 49.2

Distr yield (%) 10.1 10.2 8.9 9.1

P/NAV (x) 0.7 0.6 0.6 0.6

Note: FY08 includes LMIR's earnings from 19 Nov 07 to 31 Dec 07.
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Exhibit 1: Occupancy data for LMIR's retail malls

Source: LMIR Trust, OIR

Retail mall 31-Mar-09 30-Jun-09 30-Sep-09 31-Dec-09 31-Mar-10 30-Jun-10 +/- ppt

Gajah Mada Plaza 98.7% 98.3% 89.8% 98.8% 98.4% 98.8% 0.4%

Cibubur Junction 96.7% 96.8% 97.4% 98.3% 96.0% 99.3% 3.3%

The Plaza Semanggi 92.1% 92.2% 92.2% 93.8% 87.8% 96.6% 8.8%

Mal Lippo Cikarang 86.6% 86.5% 86.7% 86.9% 86.2% 99.2% 13.0%

Ekalokasari Plaza 94.4% 95.3% 97.4% 98.2% 90.0% 91.6% 1.6%

Bandung Indah Plaza 98.9% 99.7% 99.3% 99.3% 94.6% 94.7% 0.1%

Istana Plaza 96.0% 95.5% 80.1% 97.1% 98.6% 98.8% 0.2%

Sun Plaza 96.7% 96.4% 96.8% 96.5% 98.7% 98.6% -0.1%

Average 95.0% 95.0% 93.0% 96.0% 93.8% 97.4% 3.6%

Occupancy trends. At 30 Jun, retail mall occupancy of 97.4% was up 360

basis points compared to three months ago; this as 31 Mar occupancy had

declined 220 bps versus 31 Dec. The manager had attributed that occupancy

decline mainly to the expiry of rental guarantees, granted by the vendor at the

time of LMIR's IPO, on spaces that had undergone extensive asset

enhancement.  LMIR was able to reverse the 1Q10 slide in occupancy with

big occupancy increases at Mal Lippo Cikarang (+1300bps), The Plaza

Semanggi (+880bps), and Cibubur Junction (+330 bps).

Occupancy at Bandung Indah Plaza and Ekalokasari Plaza remains below

95% but the manager is working on re-mixing its tenant profile and leasing out

the space. The manager has previously noted that with improving sentiment,

it continues to receive various leasing enquires for vacant space.

Looking at the broader market however, LMIR was more cautious. It said that

"with new incoming supply in the coming months, the average occupancy in

the short term is expected to remain stable or decline slightly." The REIT also

noted that the "Indonesian retail property market is expected to continue to

face tight competition for the rest of 2010, and attractive tenancy mix will

become a key success factor in this environment." It was more positive on its

own outlook, noting its "portfolio is defensively positioned with very low upcoming

expiries and already high occupancy levels".
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LMRT's Key Financial Data

LMRT Results 2Q10 2Q09 % Chg 1Q10 % Chg

Year ended 31 Dec (S$ m) (S$m) (S$m) (YoY) (S$m) (QoQ)

Gross revenue 40.1 20.9 91.7% 23.3 72.5%

Net property income 21.6 18.5 17.1% 20.3 6.3%

Interest income 0.4 0.6 -28.6% 0.4 8.2%

Financial expenses -2.4 -2.0 21.3% -2.4 2.2%

Total admin expenses -1.8 -1.6 16.1% -1.8 3.8%

Earnings before other credits/revaluations 17.8 15.5 14.9% 16.6 7.3%

Other credits inc realised forex gains 1.5 -47.8 n.m. -18.7 n.m.

Earnings before revaluation 19.3 -32.2 n.m. -2.0 n.m.

Change in fair value of invt ppty 0.0 0.0 - 0.0 -

Profit before tax 19.3 -32.2 n.m. -2.0 n.m.

Profit after tax 13.8 -35.5 n.m. -5.6 n.m.

Total distribution 11.2 13.9 -19.3% 12.9 -12.7%

Units in issue (m) 1,078.1 1,071.2 1,076.4

DPU per unit (S cents) 1.04 1.30 -20.0% 1.20 -13.3%



Page 4 30 July 2010

LMIR Trust

LMIR Trust's Key Financial Data

EARNINGS FORECAST BALANCE SHEET

Year Ended 31 Dec (S$m) FY08 FY09 FY10F FY11F As at 31 Dec (S$m) FY08 FY09 FY10F FY11F

Gross revenue 101.8 79.6 124.3 121.2 Cash 94.5 111.3 116.8 122.1

Net property income 88.3 75.1 82.2 80.0 Trade and other receivables 19.2 20.8 24.9 24.2

Management fees -7.0 -5.7 -6.1 -5.8 Investment properties 830.0 1056.0 1085.4 1062.3

Trustee fees -0.3 -0.2 -0.4 -0.3 Total assets 1006.1 1188.2 1227.1 1208.6

Financial expense -6.4 -8.8 -9.4 -9.3 Total current liabilities 21.3 31.5 46.2 45.6

Other credits 62.5 -91.8 -17.2 0.0 Other financial liabilities 118.9 143.0 153.4 153.4

Revaluation net forex change -99.8 98.8 5.4 -24.1 Total non-current liabilities 225.5 265.2 278.0 270.7

Tax -48.6 -29.3 -19.0 -9.3 Total liabilities 246.8 296.7 324.2 316.3

Net profit after tax -13.2 39.8 36.8 32.7 Unitholders' funds 759.3 891.5 903.0 892.3

Income to be distributed 59.5 54.0 47.6 49.2 Total liabilities & equity 1006.1 1188.2 1227.1 1208.6

CASH FLOW

Year Ended 31 Dec (S$m) FY08 FY09 FY10F FY11F KEY RATES & RATIOS FY08 FY09 FY10F FY11F

Net operating cash flows 139.1 70.3 63.0 60.3 Units outstanding (m) 1066.0 1074.8 1083.2 1089.6

Net investing cash flows -927.1 1.5 0.6 0.8 DPU (S cents) 5.6 5.0 4.4 4.5

Bank borrowings 118.9 0.0 0.0 0.0 CFPS (S cents) 13.0 6.5 5.8 5.5

Distributions paid -56.4 -44.8 -48.8 -49.2 NAV (S$) 0.7 0.8 0.8 0.8

Funds from unitholders 813.4 0.0 0.0 0.0 NPI margin (%) 86.8 94.3 66.1 66.0

Net financing cash flows 870.0 -54.0 -54.2 -55.9 Distr to revenue (%) 58.5 67.8 38.3 40.6

Net cashflow 82.0 17.7 9.5 5.2 Distr yield (%) 10.1 10.2 8.9 9.1

Net effect of exchange rates 12.5 -0.9 -4.0 0.0 P/CF (x) 4.2 7.6 8.5 8.9

Cash at beg of year 0.0 94.5 111.3 116.8 P/NAV (x) 0.7 0.6 0.6 0.6

Cash at end of year 94.5 111.3 116.8 122.1 Total Debt/Total Assets (x) 0.1 0.1 0.1 0.1

Note: FY08 includes LMIR's earnings from 19 Nov 07 to 31 Dec 07

Source: Company data, OIR estimates
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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.

Co.Reg.no.: 198301152E




