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EARNINGS REVIEW



OUE Hospitality Trust (OUER.SI) Neutral



Equity Research



Above expectations; strong yield management despite headwinds What surprised us



Investment Profile



OUEHT reported DPU of 1.67 cents for 4Q13 and 2.90 cents for the 160 days from its listing date (25 July) to end-2013, above expectations (6% above GSe) on stronger than expected RevPAR and F&B revenue.
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Highlights: (1) Mandarin Orchard (MOS) RevPAR of S$249 in 4Q, -4.6% qoq, against a weak Hotel backdrop. (2) Wholesale segment was 24% of room revenue in 2H (i.e. 25 Jul-31 Dec) vs. 21% in 3Q (i.e. 25 Jul-30 Sep) and 28% in 2012. (3) Mandarin Gallery (MG) gross rents of S$23.69psfpm in 2H vs. S$21.50psfpm in 2012; retail sales +3% yoy in 2013 with occupancy cost ratio of 20%. (4) AEI updates: Addition of 12 new rooms and refurbishment of 32 rooms completed in 4Q; 30-50 rooms will be closed at any one time for the refurbishment of a further 398 rooms in 2014/2015. (5) Gearing at 32%; 2.2% cost of debt, 100% fixed.



What to do with the stock OUEHT continues to deliver on yield management initiatives amid a softer hotel market. MOS RevPAR of S$249 in 4Q was above the broader Upscale market segment’s S$231 though the sequential decline of 4.6% qoq was marginally faster than market segment’s 3.5% decline, partially due to its large Indonesian clientele base (35% of room nights), in our view. We see the refurbishment of rooms helping to maintain the hotel’s positioning, with refurbished room rates 15% higher than the non-refurbished rooms so far. Management highlighted that retail rents are now in line with market rents and further rental growth will be modest and inflation-led. Maintain Neutral and 12-month DCF-based TP of S$0.92. Introduce 2016 DPU of 6.7 cents. OUEHT trades at 7.2% FY14 div yield, same as FEHT. Risks: stronger rupiah (upside), weaker tourist arrivals (downside).
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OUE Hospitality Trust (OUER.SI) Asia Pacific Property Peer Group Average * Returns = Return on Capital For a complete description of the investment profile measures please refer to the disclosure section of this document.



Key data



Current



Price (S$) 12 month price target (S$) Market cap (S$ mn / US$ mn) Foreign ownership (%)



0.88 0.92 1,155.8 / 913.5 --



12/13 0.05 0.0 (1.3) 0.09 16.9 1.0 18.8 7.4 9.9



EPS (S$) New EPS revision (%) EPS growth (%) EPS (dil) (S$) New P/E (X) P/B (X) EV/EBITDA (X) Dividend yield (%) ROE (%)



12/14E 0.05 0.0 5.0 0.05 16.2 1.0 19.7 7.2 6.0



12/15E 0.06 0.0 5.1 0.06 15.4 0.9 18.9 7.5 6.3



12/16E 0.06 -1.6 0.06 15.1 0.9 18.1 7.6 6.0



Price performance chart 0.90
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OUEHT 4Q13 earnings summary (S$ mn) NPI DPU (cents)



4Q13 (Actual) 25.5 1.67



4Q13 (Forecast) 25.4 1.63



Variance (%) 0.6% 2.5%



25 Jul - 30 Sep 2013 (Actual) 19.3 1.24



25 Jul - 31 Dec 2013 (Actual) (Forecast) 44.8 44.2 2.90 2.84



Variance (%) 1.4% 2.1%



0.85 Feb-13



2,900 Jun-13 OUE Hospitality Trust (L)



Sep-13



Dec-13



FTSE Straits Times Index (R)



Source: Company data.



INVESTMENT LIST MEMBERSHIP Neutral



Share price performance (%) Absolute Rel. to FTSE Straits Times Index



3 month 0.6 2.7



6 month 12 month 2.3 -1.8 --



Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 2/25/2014 close.
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OUE Hospitality Trust: Summary Financials Profit model (S$ mn)



12/13



12/14E



12/15E



12/16E



Balance sheet (S$ mn)



12/13



12/14E



12/15E



12/16E



Total revenue Cost of goods sold SG&A R&D Other operating profit/(expense) EBITDA Depreciation & amortization EBIT Interest income Interest expense Income/(loss) from uncons. subs. Others Pretax profits Income tax Minorities



113.6 0.0 (13.0) 0.0 (11.8) 88.8 0.0 88.8 0.0 (20.8) 0.0 0.0 68.1 0.0 0.0



112.7 0.0 (13.5) 0.0 (11.8) 87.5 0.0 87.5 0.2 (15.7) 0.0 0.0 72.0 0.0 0.0



118.0 0.0 (14.0) 0.0 (12.2) 91.9 0.0 91.9 0.1 (15.7) 0.0 0.0 76.2 0.0 0.0



124.5 0.0 (14.7) 0.0 (12.7) 97.1 0.0 97.1 0.1 (19.0) 0.0 0.0 78.1 0.0 0.0



Cash & equivalents Accounts receivable Inventory Other current assets Total current assets Net PP&E Net intangibles Total investments Other long-term assets Total assets



60.8 17.4 0.0 0.0 78.2 1,756.0 0.0 0.0 0.0 1,834.2



22.4 17.2 0.0 0.0 39.7 1,769.1 0.0 0.0 0.0 1,808.8



21.3 18.1 0.0 0.0 39.3 1,832.7 0.0 0.0 0.0 1,872.1



19.9 19.0 0.0 0.0 39.0 1,935.8 0.0 0.0 0.0 1,974.8



Net income pre-preferred dividends Preferred dividends Net income (pre-exceptionals) Post-tax exceptionals Net income



68.1 0.0 68.1 50.9 119.0



72.0 0.0 72.0 0.0 72.0



76.2 0.0 76.2 0.0 76.2



78.1 0.0 78.1 0.0 78.1



8.1 0.0 1.1 9.2 581.4 32.0 613.4 622.6



8.1 0.0 1.1 9.2 583.4 32.0 615.4 624.6



8.1 0.0 1.1 9.2 587.4 32.0 619.4 628.6



8.1 0.0 1.1 9.2 591.4 32.0 623.4 632.6



0.05 0.09 0.09 0.07 71.8 4.6



0.05 0.05 0.05 0.06 116.1 7.4



0.06 0.06 0.06 0.07 115.7 7.4



0.06 0.06 0.06 0.07 115.0 7.8



Preferred shares Total common equity Minority interest Total liabilities & equity BVPS (S$) RNAV (S$ mn) RNAVPS (S$)



0.0 1,211.6 0.0 1,834.2 0.92 1,151.5 0.88



0.0 1,184.2 0.0 1,808.8 0.89 1,184.5 0.89



0.0 1,243.5 0.0 1,872.1 0.93 ---



0.0 1,342.2 0.0 1,974.8 0.99 ---



Growth & margins (%) Sales growth EBITDA growth EBIT growth Net income growth EPS growth Gross margin EBITDA margin EBIT margin



12/13 5.4 6.7 6.7 73.2 72.5 100.0 78.2 78.2



12/14E (0.8) (1.5) (1.5) (39.5) (39.9) 100.0 77.6 77.6



12/15E 4.7 5.0 5.0 6.0 5.1 100.0 77.8 77.8



12/16E 5.5 5.7 5.7 2.5 1.6 100.0 78.0 78.0



Ratios ROE (%) ROA (%) ROACE (%) Inventory days Receivables days Payable days Net debt/equity (%) Interest cover - EBIT (X)



12/13 9.9 6.6 5.1 NM 31.0 NM 43.0 4.3



12/14E 6.0 4.0 5.0 NM 56.1 NM 47.4 5.6



12/15E 6.3 4.1 5.2 NM 54.6 NM 45.5 5.9



12/16E 6.0 4.1 NM NM 54.4 NM 42.6 5.1



Cash flow statement (S$ mn) Net income pre-preferred dividends D&A add-back Minorities interests add-back Net (inc)/dec working capital Other operating cash flow Cash flow from operations



12/13 68.1 0.0 0.0 (13.2) (52.6) 53.2



12/14E 72.0 0.0 0.0 0.1 15.5 87.6



12/15E 76.2 0.0 0.0 (0.8) 15.6 91.0



12/16E 78.1 0.0 0.0 (1.0) 19.0 96.1



Valuation P/E basic (X) P/B (X) EV/EBITDA (X) Dividend yield (%)



12/13 16.9 1.0 18.8 7.4



12/14E 16.2 1.0 19.7 7.2



12/15E 15.4 0.9 18.9 7.5



12/16E 15.1 0.9 18.1 7.6



Capital expenditures Acquisitions Divestitures Others Cash flow from investments



0.0 (0.5) 0.0 0.0 (0.5)



(2.0) 0.0 0.0 0.2 (1.8)



(4.0) 0.0 0.0 0.1 (3.9)



(4.0) 0.0 0.0 0.1 (3.9)



Underlying valuation Underlying profit (S$ mn) Underlying EPS (S$)



12/13 68.1 0.05



12/14E 72.0 0.05



12/15E 76.2 0.06



12/16E 78.1 0.06



Dividends paid (common & pref) Inc/(dec) in debt Common stock issuance (repurchase) Other financing cash flows Cash flow from financing Total cash flow



0.0 0.0 0.0 (3.0) (3.0) 49.8



(121.7) 2.0 9.3 (13.8) (124.2) (38.4)



(88.2) 4.0 9.7 (13.7) (88.3) (1.2)



(89.9) 4.0 10.2 (17.9) (93.5) (1.4)



Underlying ROE (%) Underlying ROA (%) Underlying ROACE (%) Underlying P/E (X) Underlying dividend payout (%) Underlying EPS growth (%)



5.7 3.8 5.1 16.9 125.6 (1.3)



6.0 4.0 5.0 16.2 116.1 5.0



6.3 4.1 5.2 15.4 115.7 5.1



6.0 4.1 NM 15.1 115.0 1.6



EPS (basic, pre-except) (S$) EPS (basic, post-except) (S$) EPS (diluted, post-except) (S$) DPS (S$) Dividend payout ratio (%) Free cash flow yield (%)



Accounts payable Short-term loans Other current liabilities Total current liabilities Long-term debt Other long-term liabilities Total long-term liabilities Total liabilities



Note: Last actual year may include reported and estimated data. Source: Company data, Goldman Sachs Research estimates.
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Exhibit 1: OUEHT 4Q13 results summary



Financials (S$ mn) Gross Revenue Hotel Retail Net Property Income Hotel Retail Distributable Income DPU (cents) Operating Matrices MOS RevPAR (S$) MG Gross rents (S$ psfpm)



4Q13 Actual



4Q13 Forecast



Variance (%)



25 Jul 2013 30 Sep 2013 Actual



25 Jul 2013 31 Dec 2013 Actual



25 Jul 2013 31 Dec 2013 Forecast



Variance (%)



29.0 20.0 9.0 25.5 19.0 6.5 21.9 1.67



28.7 n.a. n.a. 25.4 n.a. n.a. 21.4 1.63



0.9% n.a. n.a. 0.6% n.a. n.a. 2.3% 2.5%



21.6 14.5 7.1 19.3 13.8 5.4 16.3 1.24



50.6 34.5 16.1 44.8 32.9 12.0 38.2 2.90



49.9 n.a. n.a. 44.2 n.a. n.a. 37.3 2.84



1.3% n.a. n.a. 1.4% n.a. n.a. 2.4% 2.1%



249 n.a.



252 n.a.



-1.2% n.a.



261 n.a.



254 23.7



252 n.a.



0.8% n.a.



n.a. n.a. n.a.



n.a. n.a. n.a.



32% 2.2% 0%



Capital Management Gearing (%) 32% Average cost of debt (%) 2.2% Proportion of floating rate debt (%) 0% Note: Forecast refers to the Company's forecast Source: Company data.
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Disclosure Appendix Reg AC I, Paul Lian, hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject company or companies and its or their securities. I also certify that no part of my compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in this report.



Investment Profile The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites of several methodologies to determine the stocks percentile ranking within the region's coverage universe. The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows: Growth is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue. Return is a year one prospective aggregate of various return on capital measures, e.g. CROCI, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e.g. P/E, dividend yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends.



Quantum Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.
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Distribution of ratings/investment banking relationships Goldman Sachs Investment Research global coverage universe Rating Distribution



Buy



Hold



Investment Banking Relationships



Sell



Buy



Hold



Sell



Global 32% 54% 14% 53% 45% 36% As of January 1, 2014, Goldman Sachs Global Investment Research had investment ratings on 3,637 equity securities. Goldman Sachs assigns stocks as Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for the purposes of the above disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions' below.
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Price target and rating history chart(s) Stock Price Currency : Singapore Dollar



OUE Hospitality Trust (OUER.SI)



Goldman Sachs rating and stock price target history 3,500
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Source: Goldman Sachs Investment Research for ratings and price targets; FactSet closing prices as of 12/31/2013. Rating Covered by Paul Lian, Price target Price target at removal



as of Aug 27, 2013 Not covered by current analyst



FTSE Straits Times Index The price targets show n should be considered in the context of all prior published Goldman Sachs research, w hich may or may not have included price targets, as w ell as developments relating to the company, its industry and f inancial markets.
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