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BUY S$4.50 s71:3,594.94 S P H

Price Target : 12-month S$ 5.45 (Prev S$ 5.25) Impressive ad revenue growth in 3Q07

Reason for Report : 3Q07 Results

Potential Catalyst: Earnings growth & execution » Story: SPH reported a good set of results in 3Q07, with

operating earnings up 15% y-0-y to S$109m on topline growth

ANALYST of 8% to S$288m.
Paul Yong CFA +65 6398 7951 . . . ..
paulyong@dbsvickers.com » Point: In addition to combined double-digit revenue growth

for display and classified ads driving the core publishing
business’ 15% PBT growth in this quarter, a firm domestic
equities market and a capital reduction exercise by M1 also
helped boost the Group’s investment portfolio to S$1.1bn. We

FORECASTS AND VALUATION believe that SPH’s publishing business is beginning to show good

FY Aug (S$ m 2005A 2006A  2007F  2008F : . :
Tumoge(r ) 10075 10214 10595 13261 traction to the robust Slr_lgapore economy and should continue
EBITDA 4253 4313 4488 6229 to do better as advertisers spend more under the current
Pre-tax Profit 558.4  509.4 5447  622.9 buoyant local consumer sentiment.
Net Profit 488.3 4285 4689  511.8 . . .
Net Pft (Pre Ex.) 5220 3723 4689 5118 » Relevance: We maintain our BUY recommendation, with a
EPS (S cts) 30.6 27.2 29.7 325 raised sum-of-the-parts valuation to S$5.45, as we factor in a)
EPS Gth (%) 0 (11) 9 9 higher Paragon valuation of S$1.82bn and b) a higher
Diluted EPS (S cts) 306 268 294 321 investment portfolio. SPH offers investors >20% capital
Net DPS (S cts) 23.1 24.3 25.0 30.0 .. . . .
BV Per Share (S cts) 103.0 1298 1353 1428 appreciation potential as well as an attractive prospective
PE (X) 14.7 16.6 15.1 13.9 dividend yield of 5.8%.
E(ZESBTTF;A\V\ESO ig% ig:i ig; ig:g Strong display and classifieds revenue in 3Q07. Display revenue grew
Net Div Yield (%) 51 5.4 56 6.7 by 12% y-o-y to $$106m and classifieds revenue grew by 7% y-o-y to
P/Book Value (X) 4.4 35 3.3 3.2 S$76m to lead the core publishing business to its strongest revenue
Net Debt/Equity (X) CASH CASH CASH  CASH growth in 10 quarters by 8% y-o-y to S$256m. This led to a 15% y-o0-y
ROAE (%) 31.5 234 224 23.3 growth in PBT to S$100m. Property revenue also grew by 7% y-o-y to
SHARE PRICE CHART S$26m, led by higher rentals at Paragon.
ss Firm investment gains. Net income for the quarter rose by 140% y-o-y
oo to S$75m, due mainly to gains on sale of investments, as well as a
4.80 capital reduction exercise by M1. Excluding a gain on write-back of
i impairment charges relating to Paragon of $$69.1m in 3Q06, net
420 earnings for the quarter rose by 51% y-o0-y to S$160m.
oo Strong results underscore robust outlook for SPH. We believe that this
s.40 4 : : : : : set of good results is an indication of better things to come for the

Jul-06 Sep-06 Dec-06 Feb-07 Apr-07 Jul-07

—sPH —100-Day MA

Group. We continue to like SPH as a proxy for the Singapore economy,
given its dominant position in print advertising, as well as its exposure
AT A GLANCE to the firm domestic property and equities markets.

Issued Capital (m shrs 1,588 . . S
Mll:t. CapF()é$m5US$m)) 7145/ 4713 SPH offers attractive valuations. Stripping out the Group’s net cash and

Major Shareholders investments as well as properties, SPH’s core publishing business is
Free Float (%) 100.0 trading at an undemanding 16.2x FYE Aug 07 PER and 15x FY08 PER.
Avg. Daily Vol.(‘000) 5,822

Earnings Rev (%): 2007: 6.5 2008: 1.9
Consensus EPS (Scts):  2007: 27.4 2008: 30.7
Variance vs Cons (%): 2007: 8.6 2008: 5.7

Sector : Consumer Services

Bloomberg/Reuters Code: SPH SP/SPRM.SI

Principal Business: Publishes newspapers in Singapore
and owns the Paragon
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Results Summary and Comments

YoY YoY
FYE Aug (S$m) 3Q06 3Q07 Chg 9MO06 9M07 Chg Comments on 3Q07 basis
Operating Revenue
Newspaper and magazine 237.2 255.7 8% 682.2 715.3 5% Strongest growth in 10 quarters
Display 94.5 105.9 12% 285.8 299.5 5% Riding on firm Singapore economy
Classified 71.2 76.3 7% 188.8 200.6 6%
Magazines and Others 114 13.3 17% 35.7 40.6 14%
Circulation 53.7 53.5 0% 154.9 156.5 1%
Other Sales 6.5 6.8 5% 17.0 18.1 7%
Others 4.1 6.4 54% 11.3 16.6 47%
Property 24.3 26.0 7% 73.3 78.8 8% Higher rentals at Paragon
Total Revenue 265.7 288.1 8% 766.8 810.7 6%
Materials, consumables & Due to increased newsprint and production
broadcasting costs (44.2) (45.0) 2% (125.7) (129.8) 3% costs
Led by pay increases, bonuses and an extra
Staff Costs (68.5) (76.7) 12% (201.2) (218.5) 9% 100 headcount for new businesses
Depreciation (13.4) (12.4) -7% (36.6) (37.6) 3%
Other Operating Expenses (42.3) (42.8) 1% (113.6) (117.1) 3%
Other Operating Income 2.4 2.9 23% 6.6 8.1 23%
Operating Profit 99.7 114.0 14% 296.3 315.9 7% In line with expectations
Finance Costs (5.2) (5.2) 0% (15.6) (15.8) 1%
Net Income from investments 315 75.3 139% 70.5 136.6 94% Better than expected
Associates 0.4) 2.0 -546% (0.0) 34 na
Write-back of impairment charges for
Exceptional Items 69.1 0.0 na 69.1 0.0 na Paragon in 3Q06
PBT 194.7 186.1 -4% 420.3 440.1 5%
Tax (20.1) (26.7) 33% (62.7) (60.4) -4%
Minority Interests 0.1 0.4 604% 0.0 0.3 1121%
PATMI 174.6 159.8 -9% 357.6 380.1 6%
PATMI ex Exceptionals 105.5 159.8 51% 288.5 380.1 32%
PBT
Newspaper and magazine 87.6 100.3 15% 247.7 264.2 7% Driven by firm ad revenue growth
Others (7.2) (4.0) -44% (7.2) (5.7) -20%
Capital reduction exercise from M1 and
Treasury and Investment 314 75.1 140% 70.1 136.0 94% healthy domestic equities market
Property 82.8 14.7 -82% 109.6 45.5 -58%
Total 194.7 186.1 -4% 420.3 440.1 5%
Newsprint Costs 315 31.4 0% 88.6 89.9 1%
Ave Monthly Consumption
(MT) 11166 11323 1% 10444 10720 3% Higher consumption...
Ave Charge-out price (US$) 586 608 4% 577 605 5% ... and newsprint prices...
Ave US/SGD 1.6 15 -5% 1.63 1.54 -6% ... mitigated by lower US$
Other consumables and
broadcasting costs 12.7 135 7% 37.1 39.9 8%

Source : Company, DBS Vickers

20f5



B3DIBS VICKERS SECURITIES

Company Focus SPH

Quarterly Newspaper & Magazine Revenue Y-o0-Y Growth (%)
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Source : Company, DBS Vickers

Strongest newspaper & magazine revenue growth in 10 quarters. SPH’s core publishing business grew the
fastest in 10 quarters, posting a 7.8% y-o0-y gain in 3Q07, led by a 12% y-o-y growth in display revenues
and 7% y-o0-y growth in classified revenues.

Sume-of-Parts Valuation and Implied valuation for Publishing Business

Methodology Value (S$m) Value per SPH Share (S$)

Core Newspaper business 20x PER 5802.0 3.68
Properties DBSV RNAYV Estimate 2148.8 1.36
Cash and Investment Holdings DBSV RNAYV Estimate 1247.1 0.79
less: debt at end FYO7F (611.4) (0.39)
Total 8586.5 5.45
Current Value 4.50
Less Revalued cash and investment holdings (0.79)
Add Debt 0.39
Less Property RNAV (1.36)
Implied Value of Publishing Operations 2.73

EPS (Cts) PER
Publishing PER FYO7 16.8 16.2
Publishing PER FY08 18.4 14.9

Source : Company, DBS Vickers
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Income Statement (S$ m) Balance Sheet (S$ m)

FY Aug 2005A 2006A  2007F  2008F FY Aug 2005A 2006A  2007F  2008F
Turnover 1,007.5 1,021.4 1,059.5 1,326.1 Net Fixed Assets 530.4 501.9 480.4 461.6
Cost of Goods Sold (500.1) (485.8) (502.8) (589.2) Invtsin Assocs & JVs 28.1 69.7 71.7 75.7
Gross Profit 507.4 535.5 556.7 736.9 Other LT Assets 1,201.8 1,567.0 1,567.0 1,567.0
Other Opg (Exp)/Inc (133.0) (153.8) (157.1) (160.4) Cash & ST Invts 723.8 752.6 830.0 984.8
EBIT 374.4 381.7 399.6 576.5 Other Current Assets 145.1 148.4 143.3 176.0
Other Non Opg (Exp)/Inc 218.6 0.0 0.0 0.0 Total Assets 2,629.1 3,039.5 3,092.4 3,265.2
Associates & JV Inc (3.6) (0.2) 2.0 4.0

Net Interest (Exp)/Inc 7.5 61.1 143.2 42.4 ST Debt 0.0 0.7 0.7 0.7
Exceptional Gain/(Loss) (38.5) 66.8 0.0 0.0 Other Current Liab 287.8 307.3 273.7 328.8
Pre-tax Profit 558.4 509.4 544.7 622.9 LT Debt 650.0 610.8 610.8 610.8
Tax (70.0)  (81.1) (75.8) (111.2) Other LT Liabilities 67.8 72.0 72.0 72.0
Minority Interest (0.1) 0.1 0.0 0.0 Shareholder’s Equity 1,621.2 2,046.4 2,1329 2,250.5
Preference Dividend 0.0 0.0 0.0 0.0  Minority Interests 2.3 2.3 2.3 2.3
Net Profit 488.3 428.5 468.9 511.8 Total Cap. & Liab. 2,629.1 3,039.5 3,092.4 3,265.2
Net profit before Except. 522.0 372.3 468.9 511.8

EBITDA 425.3 431.3 448.8 622.9 Non-Cash Wkg. Cap 510.8 512.2 540.8 518.4
Sales Gth (%) 3.9 14 3.7 25.2  Net Cash/(Debt) 73.8 1411 218.6 373.4
EBITDA Gth (%) 9.1 1.4 4.0 38.8

EBIT Gth (%) 10.8 1.9 4.7 44.3

Effective Tax Rate (%) 125 15.9 13.9 17.8

Cash Flow Statement (S$ m) Rates & Ratios

FY Aug 2005A 2006A  2007F  2008F FY Aug 2005A 2006A  2007F  2008F
Pre-Tax Profit 558.4 509.4 544.7 622.9  Gross Margin (%) 50.4 52.4 52.5 55.6
Dep. & Amort. 50.9 49.6 49.2 46.4  EBITDA Margin (%) 42.2 42.2 42.4 47.0
Tax Paid (67.9) (88.3) (104.9) (75.8) EBIT Margin (%) 37.2 37.4 37.7 435
Assoc. & JV Inc/(loss) 3.6 0.2 (2.0) (4.0) Net Profit Margin (%) 48.5 41.9 44.3 38.6
Chg in Wkg. Capital (45.5) (1.9) 0.5 (13.0) ROAE (%) 315 234 224 23.3
Other Operating CF (180.6) (105.7) 0.0 0.0 ROA (%) 23.7 16.3 18.4 20.2
Net Operating CF 318.7 363.3 487.5 576.6 ROCE (%) 20.6 17.7 16.6 21.8
Capital Exp.(net) (3.4) (17.6) (27.7) (27.7)  Div Payout Ratio (%) 74.4 89.3 84.0 92.4
Other Invts.(net) 85.2 1245 0.0 0.0 Interest Cover (X) NM NM NM NM
Invts in Assoc. & JV (33.6) (44.2) 0.0 0.0 Debtors Turn (avg days) 32.4 34.5 34.1 30.2
Div from Assoc & JV 0.0 0.0 0.0 0.0 Creditors Turn (avg days) 43.7 48.6 48.1 45.7
Other Investing CF 0.0 0.0 0.0 0.0 Inventory Turn (avg days) 23.0 24.6 24.3 22.6
Net Investing CF 48.2 62.7 (27.7) (27.7)  Current Ratio (x) 3.0 2.9 35 35
Div Paid (381.3) (363.2) (382.4) (394.1) Quick Ratio (x) 2.9 2.8 34 34
Chg in Gross Debt (136.5)  (59.2) 0.0 0.0 Net Debt/Equity (X) CASH CASH CASH  CASH
Capital Issues 28.4 7.5 0.0 0.0 Capex to Debt (%) 0.5 2.9 4.5 4.5
Other Financing CF 0.0 0.0 0.0 0.0  N.Cash/(Debt)PS (S cts) 4.7 9.0 13.9 23.7
Net Financing CF (489.4) (414.8) (382.4) (394.1) Opg CFPS (S cts) 22.8 23.2 30.9 374
Net Cashflow (122.4) 11.2 77.4 154.8  Free CFPS (S cts) 19.8 21.9 29.2 34.8
Quarterly / Interim Income Statement (S$ m) PE Chart (x)

FY Aug 3Q2005 4Q2005 1Q2006 2Q2006 20,0 -

Turnover 259.8 247.4 261.2 239.9 190 M

Cost of Goods Sold (118.0) (124.1) (119.8) (117.7) '

Gross Profit 141.9 1232 1414 1222 1801

Other Oper. (Exp)/Inc (30.8) (43.2) (33.1) (33.9) 17.0 -

EBIT 1111 80.1 108.3 88.3

Other Non Opg (Exp)/Inc 0.0 0.0 0.0 00 1601

Associates & JV Inc (2.8) (0.6) (0.7) 1.1 15.0

Net Interest (Exp)/Inc 32.4 7.3 14.2 14.3 140 1

Exceptional Gain/(Loss) (11.6) (13.7) 0.0 0.0 :

Pre-tax Profit 129.1 73.0 121.9 103.7 13.0 1

Tax (30.5) 0.2 (23.3) (19.3) 120 1

Minority Interest 0.0 (0.1) (0.1) (0.1) ’

Net Profit 98.6 73.1 98.4 843 1101

Net profit bef Except. 107.5 86.8 98.4 84.3 10.0 : : ‘
EBITDA 1223 966 1197 1012 2003 2004 2005 2006 2007
Sales Gth (%) 10.6 (4.8) 5.6 (8.1)

EBITDA Gth (%) 228  (21.0) 239 (15.4)

EBIT Gth (%) 259  (27.9) 352 (18.5)

Gross Margins (%0) 54.6 49.8 54.1 50.9

EBIT Margins (%) 42.8 324 415 36.8

Source: Company, DBS Vickers 4 0of5
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DBSV recommendations are based an Absolute Total Return* Rating system, defined as follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (0-15% total return over the next 12 months for small caps, 0-10% for large caps)

FULLY VALUED (negative total return i.e. >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame)

Share price appreciation + dividends

In addition to the disclaimer at the end of this report, please note that DBS Bank Ltd has been appointed as the
designated market maker of structured warrant(s) for SPH issued by DBS Bank Ltd.

As of 12 Jul 2007, the analyst and his / her immediate family do not hold positions in the securities
recommended in this report.

DBS Vickers Securities (Singapore) Pte Ltd and its subsidiaries do not have a proprietary position in the securities
recommended in this report as of 10 July 2007.

ANALYST CERTIFICATION

The research analyst primarily responsible for the content of this research report, in part or in whole certifies
that the views about the companies and their securities expressed in this report accurately reflect his/her
personal views. The analyst also certifies that no part of his/her compensation was, is, or will be, directly, or
indirectly, related to specific recommendations or views expressed in this report.

This document is published by DBS Vickers Research (Singapore) Pte Ltd ("DBSVR"), a direct wholly-owned
subsidiary of DBS Vickers Securities (Singapore) Pte Ltd ("DBSVS'™) and an indirect wholly-owned subsidiary of
DBS Vickers Securities Holdings Pte Ltd ("DBSVH"). The research is based on information obtained from sources
believed to be reliable, but we do not make any representation or warranty as to its accuracy, completeness or
correctness. Opinions expressed are subject to change without notice. This document is prepared for general
circulation. Any recommendation contained in this document does not have regard to the specific investment
objectives, financial situation and the particular needs of any specific addressee. This document is for the
information of addressees only and is not to be taken in substitution for the exercise of judgement by
addressees, who should obtain separate legal or financial advice. DBSVR accepts no liability whatsoever for any
direct or consequential loss arising from any use of this document or further communication given in relation to
this document. This document is not to be construed as an offer or a solicitation of an offer to buy or sell any
securities. DBS Vickers Securities Holdings Pte Ltd is a wholly-owned subsidiary of DBS Bank Ltd. DBS Bank Ltd
along with its affiliates and/or persons associated with any of them may from time to time have interests in the
securities mentioned in this document. DBSVR, DBSVS, DBS Bank Ltd and their associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein and may also
perform or seek to perform broking, investment banking and other banking services for these companies.
DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates of DBS Vickers Securities (USA) Inc ("DBSVUSA"), a U.S.-
registered broker-dealer, may beneficially own a total of 1% or more of any class of common equity securities
of the subject company mentioned in this document. DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates of
DBSVUSA may, within the past 12 months, have received compensation and/or within the next 3 months seek
to obtain compensation for investment banking services from the subject company. DBSVUSA does not have its
own investment banking or research department, nor has it participated in any investment banking transaction
as a manager or co-manager in the past twelve months. Any US persons wishing to obtain further information,
including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in
this document should contact DBSVUSA exclusively. DBS Vickers Securities (UK) Ltd is an authorised person in
the meaning of the Financial Services and Markets Act and is regulated by The Financial Services Authority.
Research distributed in the UK is intended only for institutional clients.

DBS Vickers Research (Singapore) Pte Ltd — 8 Cross Street, #02-01 PWC Building, Singapore 048424
Tel. 65-6533 9688, Fax: 65-6226 8048
Company Regn. No. 198600295W
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