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STRH MK outperform  Event

Stock price as of 19 Sep 06 RM 0.91 = We reiterate our positive view on Starhill REIT after reviewing their prospects.

12-month target RM 1.14

Upside/downside % +25.3 Im paCt

Valuation RM 1.14 . .

-DCF = Over the next 12 months, we understand that there will be some novation of
the subleases from Autodome to the REIT. Autodome (which is wholly owned

ﬁgfefiggr RMm real es;a‘{g by YTL Corp) has a master lease, which accounts for about 40+% of the

30-day avg turnover RMm 0.8 rental income of Starhill Gallery and Lot 10. The subleases are expected to

Market cap _ Uss$m 257 expire from Nov 2007. We believe that the novation would be positive for

Number shares on issue i Lo Starhill REIT as the underlying rentals of the subleases are higher than

A me’s | r .
Investment fundamentals utodome’s lease rates

Year end 30 Jun 2006A 2007E 2008E 2009E = Starhill REIT is also seeing positive developments with tenants. We gather
Totalrevenue — m 416 775 803 848 that US apparel group Gap has chosen Lot 10 to open its first store in
EBIT Wl e B Malaysia expected in end-2006/early 2007. Meanwhile, Louis Vuitton has
Ezézfég‘mm 6o pmb e 37 58 recently opened its expanded store in Starhill Gallery.
Adjusted profit 359 689 706 751 . _— . -

st Pt m = We see the possibility of acquisitions for Starhill REIT within the next 12
Elgg ;gg — S'fy" g-g g‘i-g ‘25-2 ég months. The immediate identifiable assets are the Ritz Carlton Hotel and Ritz
EPS adj sen 35 6.6 6.8 7.2 Carlton Residences would be from its sponsor, YTL group and ultimate major
EESreadl growth "/)‘z 2"6"1{ %-g 1%-2 12-2 shareholder. With gearing at 14% of assets at end FY06, Starhill REIT has the
PE ad‘j) X 264 137 134 126 capacity to fund the acquisition entirely by debt. The gearing limit for Malaysia
Total DPS cn 345 662 654 696 REITs is 50%. As a sensitivity analysis, assuming that Starhill REIT acquires
Total DPS growth % 00 918 12 6.3 RM400m of assets with a yield of 7.5%, we estimate the potential DPU
Totaldivyied % 38 73 72 76 accretion is 12% based on funding entirely by debt at 5.2%.
ROA % 3.2 5.9 6.0 6.2 : P
ROE % 35 67 67 70 Earningsrevision
EV/EBITDA x 259 139 134 127
Net debt/equity % 8.0 8.2 7.6 7.0 * No change.
Price/book X 0.9 0.9 0.9 0.9

Price catalyst
STRH MK rel KLCI performance, & rec

history = 12-month price target: RM1.14 based on a DCF methodology.
102 mrealm e = Catalyst: Asset acquisition. Higher-than-expected rentals. Regulatory
1.05
- . changes.
™ v Action and recommendation
90
- ::z = We reiterate our Outperform rating on Starhill REIT. The price has improved
5 0s0 recently on the back of positive regulatory changes (particularly the reduction
out ot in withholding tax from 28% to 20% on distribution by REIT to foreign
jovinl . . ‘ e investors) and we see scope for better performance. Over the next 12
Jan08  Mar0S  Map0d 05 Sepoo months, we see the potential for income to surprise on the upside from the
Source: Datastream, Macquarie Research, September novation of subleases and acquisition potential. We believe that the potential

2006 (all figures in MYR unless noted) h b iced |
as not been priced In.

Analyst » Valuation wise, we believe that Starhill REIT is attractive. The DPU vyield
Francis Eng, CFA spread over the risk-free rate is about 290 bps (or 150 bp assuming a 20%
60 3 2059 8986 francis.eng@macquarie.com withholding tax). Starhill REIT is also trading at a 7% discount to its NAV.

Please refer to the important disclosures on inside back cover of this document, or on
our website www.macquarie.com.au/research/disclosures.
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Starhill REIT (STRH MK, Outperform, Target price: RM1.14)

Interim Results 2H/06A 1H/07E 2H/07E 1H/08E Profit & Loss 2006A 2007E 2008E 2009E
Net Property Income m 42 38 39 39 Net Property Income m 42 7 80 85
Development Income m 0 0 0 0 Development Income m 0 0 0 0
Other Revenue m 0 0 0 0 Other Revenue m 0 0 0 0
Total Revenue m 42 38 39 39 Total Revenue m 42 77 80 85
Management Fees m 1 1 1 1 Management Fees m 1 3 3 3
Other Expenses m 0 0 0 0 Other Expenses m 0 1 1 1
EBITDA m 40 36 38 38 EBITDA m 40 74 77 81
Dep & Amortisation m 0 0 0 0 Dep & Amortisation m 0 0 0 0
EBIT m 40 36 38 38 EBIT m 40 74 7 81
Net Interest Income m -4 -3 -3 -3 Net Interest Income m -4 -5 -5 -5
Associates m 0 0 0 0 Associates m 0 0 0 0
Exceptionals m 0 0 0 0 Exceptionals m 0 0 0 0
Other Pre-Tax Income m 0 0 0 0 Other Pre-Tax Income m 0 0 0 0
Pre-Tax Profit m 36 34 35 35 Pre-Tax Profit m 36 69 72 76
Tax Expense m 0 0 0 -0 Tax Expense m 0 0 -1 -1
Net Profit m 36 34 35 34 Net Profit m 36 69 71 75
Minority Interests m 0 0 0 0 Minority Interests m 0 0 0 0
Reported Earnings m 36 34 35 34 Reported Earnings m 36 69 71 75
Adjusted Earnings m 36 34 35 34 Adjusted Earnings m 36 69 71 75
EPS (rep) sen 35 3.2 3.4 3.3 EPS (rep) sen 35 6.6 6.8 7.2
EPS (adj) sen 35 3.2 34 3.3 EPS (adj) sen 35 6.6 6.8 7.2
EPS Growth YoY (adj) % nmf nmf -2.2 2.0 EPS Growth (adj) % nmf 91.8 2.6 6.3
PE (rep) X 26.4 13.7 13.4 12.6
PE (adj) X 26.4 13.7 13.4 12.6
EBITDA Margins % 95.6 95.6 95.7 95.7 Total DPS sen 35 6.6 6.5 7.0
EBIT Margins % 95.6 95.6 95.7 95.7 Total Div Yield % 3.8 7.3 7.2 7.6
Earnings Split % 100.0 49.0 51.0 48.8 Weighted Average Shares m 1,040 1,040 1,040 1,040
Revenue Growth % nmf nmf -5.2 3.2 Period End Shares m 1,040 1,040 1,040 1,040
EBIT Growth % nmf nmf -5.1 3.2
Profit & Loss Ratios 2006A 2007E 2008E 2009E Cashflow Analysis 2006A 2007E 2008E 2009E
Revenue Growth % nmf 86.3 3.7 5.6 EBITDA m 40 74 77 81
EBITDA Growth % nmf 86.4 3.7 5.6 Tax Paid m 0 0 -1 -1
EBIT Growth % nmf 86.4 3.7 5.6 Chg in Working Capital m 4 -0 0 2
EBITDA Margins % 95.6 95.7 95.7 95.8 Net Interest Paid m -4 -5 -5 -5
EBIT Margins % 95.6 95.7 95.7 95.8 Other m 0 0 0 0
Net Profit Margins % 86.3 88.9 87.9 88.6 Operating Cashflow m 40 68 71 77
Payout Ratio % 100.0 100.0 96.3 96.3 Acquisitions m 0 0 0 0
EV/EBITDA X 25.9 13.9 134 12.7 Capex m -0 -0 -0 -1
EV/EBIT X 25.9 13.9 134 12.7 Asset Sales m 0 0 0 0
Other m 0 0 0 0
Balance Sheet Ratios Investing Cashflow m -0 -0 -0 -1
ROE % 35 6.7 6.7 7.0 Dividend (Ordinary) m 0 -70 -68 -70
ROA % 3.2 5.9 6.0 6.2 Equity Raised m 0 0 0 0
ROIC % nmf 6.7 6.9 6.9 Debt Movements m 0 0 0 0
Net Debt/Equity % 8.0 8.2 7.6 7.0 Other m 0 0 0 0
Interest Cover X 10.3 14.1 14.7 16.2 Financing Cashflow m 0 -70 -68 -70
Price/Book X 0.9 0.9 0.9 0.9
Book Value per Share 1.0 1.0 1.0 1.0 Net Chg in Cash/Debt m 40 -1 2 6
Balance Sheet 2006A 2007E 2008E 2009E
Cash m 98 97 99 105
Receivables m 0 0 0 0
Inventories m 0 0 0 0
Investments m 1,150 1,150 1,197 1,197
Fixed Assets m 0 0 0 0
Intangibles m 0 0 0 0
Other Assets m 2 2 2 2
Total Assets m 1,250 1,249 1,298 1,304
Payables m 11 12 12 12
Short Term Debt m 0 0 0 0
Long Term Debt m 180 180 180 180
Provisions m 36 35 35 37
Other Liabilities m 0 0 0 0
Total Liabilities m 227 227 227 229
Shareholders' Funds m 1,023 1,022 1,071 1,075
Minority Interests m 0 0 0 0
Total S/H Equity m 1,023 1,022 1,071 1,075
Total Liab & S/H Funds m 1,250 1,249 1,298 1,304
All figures in MYR unless noted.
Source: Macquarie Research, September 2006
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Important disclosures:

Recommendation definitions

Macquarie Australia/New Zealand

Outperform — return >5% in excess of benchmark
return (>2.5% in excess for listed property trusts)
Neutral — return within 5% of benchmark return (within
2.5% for listed property trusts)

Underperform — return >5% below benchmark return
(>2.5% below for listed property trusts)

Macquarie Asia

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Recommendations — 12 months

Note: Quant recommendations may differ from
Fundamental Analyst recommendations
Recommendation proportions
Macquarie Australia/New Zealand

Volatility index definition*

This is calculated from the volatility of historic price
movements.

Very high—highest risk — Stock should be expected
to move up or down 60-100% in a year — investors
should be aware this stock is highly speculative.

High — stock should be expected to move up or down
at least 40-60% in a year — investors should be aware
this stock could be speculative.

Medium — stock should be expected to move up or
down at least 30-40% in a year.

Low—medium — stock should be expected to move up
or down at least 25—-30% in a year.

Low — stock should be expected to move up or down
at least 15-25% in a year.
* Applicable to Australian/NZ stocks only

Financial definitions

All "Adjusted" data items have had the following
adjustments made:

Added back: goodwill amortisation, provision for
catastrophe reserves, IFRS derivatives & hedging,
IFRS impairments & IFRS interest expense
Excluded: non recurring items, asset revals, property
revals, appraisal value uplift, preference dividends &
minority interests

EPS = adjusted net profit / efpowa*

ROA = adjusted ebit / average total assets

ROA Banks/Insurance = adjusted net profit /average
total assets

ROE = adjusted net profit / average shareholders funds
Gross cashflow = adjusted net profit + depreciation
*equivalent fully paid ordinary weighted average
number of shares

All Reported numbers for Australian/NZ listed stocks
are modelled under IFRS (International Financial

Outperform 44.29% Reporting Standards).
Neutral 43.93%

Underperform 11.79%

Macquarie Asia

Outperform 54.93%

Neutral 28.06%

Underperform 17.01%

For quarter ending 30 June 2006

Analyst Certification: The views expressed in this research accurately reflect the personal views of the analyst(s) about the subject securities or
issuers and no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or
views in this research. The analyst principally responsible for the preparation of this research receives compensation based on overall revenues,
including investment banking revenues, of Macquarie Bank Ltd ABN 46 008 583 542 (AFSL No0.237502)("Macquarie") and its related entities (“the
Macquarie group") and has taken reasonable care to achieve and maintain independence and objectivity in making any recommendations.
Disclaimers: Macquarie Securities (Australia) Ltd; Macquarie Europe Ltd; Macquarie Securities (USA) Inc; Macquarie Securities Ltd; Macquarie
Securities (Singapore) Pte Ltd; and Macquarie Securities (New Zealand) Ltd are not authorised deposit-taking institutions for the purposes of the
Banking Act 1959 (Commonwealth of Australia), and their obligations do not represent deposits or other liabilities of Macquarie. Macquarie provides a
guarantee to the Monetary Authority of Singapore in respect of Macquarie Securities (Singapore) Pte Ltd for up to SGD25m under the Securities and
Futures Act (Chapter 289). Macquarie does not otherwise guarantee or provide assurance in respect of the obligations of any of the above mentioned
entities. This research has been prepared for the general use of the wholesale clients of the Macquarie group and must not be copied, either in whole or
in part, or distributed to any other person. If you are not the intended recipient you must not use or disclose the information in this research in any way.
Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any
transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs of the reader.
Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether
the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities
trading. The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of
the additional risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which
may adversely affect the value of the investment. This research is based on information obtained from sources believed to be reliable but we do not
make any representation or warranty that it is accurate, complete or up to date. We accept no obligation to correct or update the information or opinions
in it. Opinions expressed are subject to change without notice. No member of the Macquarie group accepts any liability whatsoever for any direct,
indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research.

Other Disclaimers: Securities research is issued and distributed by Macquarie Securities (Australia) Ltd (AFSL No. 238947) in Australia, a participating
organisation of the Australian Stock Exchange; Macquarie Securities (New Zealand) Ltd in New Zealand, a licensed sharebroker and New Zealand
Exchange Firm; Macquarie Europe Ltd in the United Kingdom, which is authorised and regulated by the Financial Services Authority (No. 193905);
Macquarie Securities Ltd in Hong Kong, which is licensed and regulated by the Securities and Futures Commission; Macquarie Securities (Japan)
Limited in Japan, a member of the Tokyo Stock Exchange, Inc. and Osaka Securities Exchange Co., Ltd and in Singapore, Macquarie Securities
(Singapore) Pte Ltd (Company Registration Number: 198702912C), a Capital Markets Services licence holder under the Securities and Futures Act to
deal in securities and provide custodial services in Singapore. Pursuant to the Financial Advisers (Amendment) Regulations 2005, Macquarie Securities
(Singapore) Pte Ltd is exempt from complying with sections 25, 27 and 36 of the Financial Advisers Act. Economic research is issued and distributed in
Australia by Macquarie; in New Zealand by Macquarie Securities (New Zealand) Ltd and in the United Kingdom by Macquarie Europe Ltd. Clients
should contact analysts at, and execute transactions through, a Macquarie group entity in their home jurisdiction unless governing law permits
otherwise. This research may be distributed in the United States only to major institutional investors and may not be circulated to any other person in the
United States. Macquarie Securities (USA) Inc., which is a registered broker-dealer and member of the NASD, accepts responsibility for the content of
each research report prepared by one of its non-US affiliates when the research report is distributed in the United States by Macquarie Securities (USA)
Inc. All transactions by US investors involving securities discussed in this report must be effected through Macquarie Securities (USA) Inc. The
information contained in this email is confidential. If you are not the intended recipient, you must not disclose or use the information in this email in any
way. If you received it in error, please tell us immediately by return e-mail and delete the document. We do not guarantee the integrity of any e-mails or
attached files and are not responsible for any changes made to them by any other person. Disclosures with respect to the issuers, if any, mentioned in
this research are available at www.macquarie.com/research/disclosures. © Macquarie Group
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