LETTER TO UNITHOLDERS

2018 MARKS THE REIT'S FIRST STEP
TOWARDS ENLARGING ITS PORTFOLIO,
THE PROPOSED ACQUISITION OF
CHANGUIIANGXILU MALL, IN HEFEICITY,
THE CAPITAL CITY OF ANHUI PROVINCE,
S EXPECTED TO BE COMPLETED BY
FEARLY APRIL 2019 AND CONTRIBUTE
POSITIVELY TO THE REIT'S PORTFOLIO
PERFORMANCE IN THE YEAR AHEAD.

DEAR UNITHOLDERS,

On behalf of the Board of Directors
and the management team of BHG
Retail Trust Management Pte. Ltd., we
are pleased to present to you BHG

Retail REIT's annual report for the
financial year 2018 (“FY 2018").

2018 was a year which started off
with  much optimism, but ended
in a mix as trade tensions in key
economies weighed down on global
market sentiments. Despite that,
China's economy continued to chalk
a stable growth trajectory. Against
the backdrop of rising residents’
income and spending, the REIT's
strategy to focus on neighborhood
retail properties, in high population
density neighborhoods, continued
to underpin the resilience of our
fundamentals.

2018 marks the REIT's first step
towards enlarging its portfolio.
The proposed acquisition  of
Changjiangxilu Mall, in Hefei city,
the capital city of Anhui province, is
expected to be completed by early
April 2019 and contribute positively
to the REIT's portfolio performance in
the year ahead.

In 2018, BHG Retail REIT's gross
revenue and net property income
("NPI")  grew 8.0% and 6.3%
respectively year-on-year, on the back
of more promising underlying rental
uplifts achieved for new and renewed
leases, as well as in-built rental
escalation for ongoing tenancies.



Based on the closing price of
S$0.715 as at 31 December 2018,
and aggregated distribution per
unit (“DPU") for FY 2018 of 5.16
Singapore cents, BHG Retail REIT's
annual distribution yield of 7.2%
continues to represent an attractive
yield-play investment.

STABLE FUNDAMENTALS &
ORGANIC GROWTH

Existing portfolio remained poised for
further growth. Portfolio committed
occupancy rate was 98.7% as at 31
December 2018. Rents for new and
renewed leases continued to achieve
very healthy rental reversions in FY
2018. Our malls’ strong success in
attracting new retailers while retaining
quality tenants was attributed to the
proactive leasing activities, tenant
engagement, as well as astute asset
management. Average passing rents
registered positive increase year-on-
year in FY 2018.

BHG Retail REIT's multi-tenanted
malls contributed 88.6% of the entire
portfolio’s net property income in
FY 2018. These key contributors,
namely  Beijing  Wanliu  Mall,
Chengdu Konggang Mall, and Hefei
Mengchenglu Mall, accounted for
61.6%, 14.3% and 12.7% respectively
of FY 2018's NPI. Our multi-tenanted
malls on average achieved higher
year-on-year overall shopper traffic in
FY 2018. This was achieved through
dedicated efforts to continually
enhance the quality and popularity of
our malls and to entrench our malls
as the mall of choice for tenants and
the surrounding communities.

OPTIMISING GROWTH VIA
ASSET ENHANCEMENT

In mid-2017, we completed the
asset enhancement initiative ("AEI")
at Chengdu Konggang Mall to
rejuvenate the mall’s active lifestyle
offering. We continued to witness
strong visitorship throughout 2018.

Notwithstanding this, the REIT is not
resting on its laurels. We continued

Mr Francis Siu Wai Keung
Chairman

to proactively manage our assets,
and embarked on another AEIl in
third quarter 2018, which relates to
the resizing of the supermarket space
in Hefei Mengchenglu Mall. This
allows us to unlock the underlying
potential of the newly released space,
rejuvenate the cluster, and widen the
range of offerings for its customers,
while retaining the supermarket’s
competitive mass to serve its
surrounding community residents.
In tandem with the resizing of the
supermarket, the mall is undergoing

Ms Chan Iz-Lynn
Chief Executive Officer

asset enhancement works, with the
installation of an additional set of
escalators underway to significantly
enhance access and improve
natural traffic circulation to tenants
at basement two. This integrated
enhancement, slated to complete
around mid-2019, is expected to
elevate the long-term attractiveness
of the anchor tenant and new cluster,
as well as to further reinforce Hefei
Mengchenglu’s position as the mall
of choice for the Luyang district
community.
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COMMUNITY-MALL FOCUSED
STRATEGY

With the mission of providing
Unitholders with regular, stable
distributions and sustainable growth
in the long term, we endeavour to
build on our resilient community-mall
focused and experiential strategy,
and to capitalise on the rising middle
income population.

Leveraging on Beijing Hualian
Group's wealth of knowledge and
substantial footprint in retail mall
management, luxury department
store  management, supermarket
operation and international retail
partnerships, the REIT and property
managers benefit from the Group's
strong understanding of Chinese
consumption patterns.

Coupled with proactive engagement
of the surrounding communities and
strong collaboration with tenants, the
REIT is able to promptly identify the
fast changing demands of shoppers
and communities that we serve,
thereby maintaining the relevancy of
our malls. In addition, Beijing Hualian
Group's extensive network of retailers
strengthens our ability to draw new
retailers into our malls to provide
an ever-refreshing retail-tainment
experience.

To embrace consumers’ omni-
channel retailing trends, the REIT will
continue to focus on the experiential
segment. This segment, which
typically requires consumers to visit
the mall, contributed about 65% and
80% of gross rental income and net
lettable area respectively of the entire
portfolio as at 31 December 2018.

STEADY FINANCIAL POSITION

As at 31 December 2018, BHG Retail
REIT's appraised portfolio value was
RMB 4,081.1 million, representing a
3.4% appreciation from the previous
valuation of RMB 3,946.0 million as at
31 December 2017.

The Manager remains prudent in its
capital management strategy. As at
31 December 2018, total borrowings
drawn down aggregated to $$222.5
million, with about 70% of debt
denominated in Singapore dollars
and remaining approximately 30%
denominated in RMB. In addition
to the natural hedge provided by
the RMB-denominated debt to the
matching revenue stream, close
to 50% of the Singapore dollars
denominated debt has been hedged
from a floating to fixed rate via interest
rate swap instruments.

Gearing remained low at 30.7% and
allows a comfortable debt headroom
for future
growth.

potential  acquisition
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ACCOLADES & RECOGNITION

Over the course of the year, BHG
Retail REIT received several accolades
for our commitment and efforts. In
August 2018, results of the Singapore
Governance & Transparency Index
ranking was made public. BHG Retail
REIT was ranked 10" amongst 43
REITs and Real Estate Business Trust
for our commitment in adhering to
exemplary corporate governance
practices and disclosure standards.
In the same month, BHG Retail REIT
also won the Platinum Award at the
prestigious Asia Pacific Best of the
Breeds REITs Awards 2018, under
the Retail REITs (small capitalisation)
category.

We are humbled and pleased to
receive these recognitions as an
affirmation of our efforts to pursue
value for our Unitholders. These
will serve as inspiration for us to
remain focused on our mission to
deliver sustainable returns to our
Unitholders, and to be committed
to good corporate governance
practices.

INORGANIC GROWTH CATALYST

In November 2018, the Manager
announced the proposed acquisition
of the Hefei Changjiangxilu Mall,
located in Shusan district, Hefei City for
atotal acquisition cost of approximately
RMB348.4 million (approximately
S$69.7  million). The  agreed
Changjiangxilu value of approximately
RMB334.0 million (approximately
5$66.8  million), represented a
good discount compared to both
independentvaluations of the property
commissioned by the Trustee and the
Manager.

The Hefei Changjiangxilu Mall
serves a large residential catchment
area in the Shushan district, with
a catchment population within a
three kilometre radius from Hefei
Changjiangxilu Mall of approximately
200,000 which comprises about
50 local communities. It is well-
connected to the Hefei Metro Line
2, which commenced operations on



26 December 2017 and connects
Shushan district with two other major
districts in Hefei. Hefei Metro Line 2
has brought about greater shopper
traffic to the area and has increased
the footfall of Hefei Changjiangxilu
Mall by approximately 20.0%. As at 31
August 2018, Hefei Changjiangxilu
Mall exhibits a strong occupancy rate
of 99.4%, with a weighted average
lease expiry of 2.6 years (by gross
rental income) and 5.0 years (by
committed lettable area).

The proposed transaction was
approved by Unitholders at the
Extraordinary ~ General = Meeting
held on 18 December 2018, and
is expected to be completed by
early April 2019. The acquisition is
expected to deliver a DPU accretion
and NAV per unit accretion of 0.4%
and 6.0% respectively.

OUTLOOK

China's GDP and retail sales
registered 6.6% and 9.0% year-on-
year growth in 2018. Disposable
income and expenditure per capita
of urban residents increased 7.8%
and 6.8% year-on-year in 2018.

Looking ahead, we are confident that
our portfolio of quality community
malls will stay robust, underpinned
by the upward trajectory of residents’
income and expenditure, as well as
spending uplift from consumption
upgrade and rural-urban migration

(urbanisation). We however, will
remain watchful of changes in
consumer preferences, developments
in the economy and changes in
government policies that may have
an adverse impact on our business.
We will continue to undertake
proactive lease management and
asset enhancement to enhance the
value of the malls under our portfolio.

The Manager endeavours to continue
an inorganic growth momentum. To
lay a strong foundation for the REIT's
next phase of growth, the Manager
will seek potential opportunities
through both Right of First Refusal
as well as third-party properties.
Our key acquisition considerations
include being DPU-yield accretive,
sustainability of operating
performance, as well as potential for
future organic growth.

Lastly, with prudence, expertise and
commitment of the Manager, we
are confident that BHG Retail REIT

will continue to poise itself as an
attractive yield-play investment, and
deliver long-term sustainable growth
to our Unitholders.

WITH APPRECIATION

In closing, we take this opportunity
to acknowledge the commitment
and contributions by fellow Board
members, the management team
and staff in the past year. We will
also like to express our appreciation
to our business partners, tenants,
and shoppers for their continuous
support. Last but not least, we offer

our sincere gratitude to our
Unitholders for their unwavering
support and confidence in us.

Together, let us look forward to
another year of commendable
performance and growth.

Thank you.

Mr Francis Siu Wai Keung

Chairman

Ms Chan Iz-Lynn
Chief Executive Officer

20 March 2019

BHG RETAIL REIT | ANNUAL REPORT 2018 11



HEARUFEAZER

EMBERAMFAA:

BAVRE=ARICRERKD LEHRE
BERADESSNEERATILRE
BB EF (U EMR A ERE) B
2018MAEEEE (LU &R 2018 4E")
IR

2018 MIFFIARY, T BEEE LR
B, ERAE N EBLZFEZIE]
RERZEEmMENEA. REILL,
PESFHSUEER G KINER
o £ /& BTN FF 2 WIS KB
BRT, A EARRBERBIEAL
HEERKPNHXZEY I, $545:
NEFA] S B MERIE A

2018FEWEAFHERT KIETHE
IR — o WAL REBK KT PR
MmO (I FRHEIEES) /Y
W, I E20195F4 B M5 M. 1E
MN—F 2, ITMTHEEHIItE=
AXRERETEHHHNEERRR L

Lo

201845, RS BIRANFEZE IR
& BRILEIE8.0%F6.3%, BWNKIR
TERNMHEP . SHEPNREHREFH
AEHK,

ETF2018F 12831 BHAT0.7155
7T, MUK 2018 B 21k S0.0516
W, A ERENEEREKEER
7.2%, R LIAEAEMAR—MMEER
Ebal:s ]l diit s

RENEMEAEEK

MAEETEZNL SIS K,
#2018 12831H, iE FEHIHNFE
NERE98.7%. 120184 &, 3
fEF 4P VESRITRIFIE K,
BAINBEHZR LB ERSI S E
HFNES, BiERERRAF, X
BRI FRIRNFAEED, SHP
Z BN B EL), UKRFERNE=E
2. 2018M N FIIAE M TR
Ebig i<,

NMEHRETHWZHEFEF, £2018
MERTEHNEEFWANP L
88.6%. T EBIUWE LT AN
FRity, B ERZS BRIy, R & ABS I
BRI, EATE2018M1 F /% R
FBABRE 561.6%, 14.3%F112.7%
o 1E2018M 4, AN Z P BHIHE
BERAFERNTESNELE K. Z
FRT LAREBRIS XA BV AR 45, R R A
MNAMRERINRRMMNZE, it
HPMNEDHXERREXEMRE M
NFFEFWH R %R,

12 BHG RETAIL REIT | ANNUAL REPORT 2018

BEAFEERRRAER

2017, Ff)5ehl 7 bR LR
RUERZ B MY DB R = 1B E T,
NS EERIENT FHEES .

REMIL, S ERARBHRERS, R
AR MBI ERE, T
2018 F HE=FBHF MR8 E
iR, BRI & BB SR 4B M 1) R BY
Bh=iE. Xt FA1sE 78 20 BT 1
T RIHYERE, NAEFBEENFEES,
EHAENFEREEREERNEYE
#, ARREETNRSMNE, UEE
RS AU X E R EIRBES
= EINRERY, BB RE TR TS,
ZRE—REDER, REBFMT
_EEEENEEN, FEmEAR
Mo XTUE F2019FHHR THISS
& LIE, FuH SRS MEEF K
AR5 77, HE—D YL E G BB e
MR OEAIFRXE RO B R
MR EEFE ML

R KRS

ETHEREMFE AREERRE
B B R K HR Y T 5 SR 18 KBV it 8,
BRMNESHELEERMEN. BETH
X7 RI0 1 ERBE, HIRAIBIETE
BRPFBAAOZEL,



HTERItREREATSERTE
B REEREEEE. BheEME
MEESUESENESMIRMERE
RE, REFEMY L EIREF AL EEM
SEXNHEHEERAREL AR
Ko

Bin EEaEmEntXKERNSTE
FHBOEME, S EHEREZEY
MEMTXERANAZHFERE
16, Nt IRE 7 RE R B ith 5 B R 3H,
teoh, L RERKEAETZTEWRNRE
AR IR T ARSI ESHEE
BANEET, NTTABYERILSA
BEE—MNSEAR,

ATEEBRELRESENLREE
B, DEIEBREME T AR5 X
BOBHTFEEREHEENLMED,
EHE2018F 12831 HETHIHN
SHESWANN AT HEERS, 55
1 Eb65%F180%.

RERIA SRR

HZE2018F12H31H, AEHETE
17 S &E40.8111Z AR, tb20174
12831H E—RiF&HERE939.461Z A
RMAE3.4%.

EIBH PN E R B IR RIS 5 mALIE
BT B E20184% 128310, &S &
BRI £ 2.22512 %70, HFPL70% 2
HTi&SS, BIMI30%RBARTES
BRTET AN HIBARTHRSSAN
DTECHYUN TR LASL , B AR 50%H#
THRSEEIFEERARSTANE
B & T 1 2R 5E

ABRFERIFIE30.7 %HBIR KT, X
NS BEENSH—T KRBT
BB A A =R

REINE

EX—FE, XERRIF THILIER
E,XENENAWMSBSHITENS
0201858, BXAE L 1 il
a5 BEREEHRANREEE RS, B
FRIMNBAFRARBGESHKE
AR ESE, ANEHE43RE M1
RIERNEHLEREPHRE10.7ER
— M A, ™MERERIK T 2018 LN &
EEMIEREIEAX (Asia  Pacific
Best of the Breeds REITs Awards)
SEEMSKRE (NER) AFME
=X,

|

FATAREM AR OIERAR,
NXEREZ WA TR A EFE R
FAANEBRMENSHHEE.
WRFEWRBRNERSER N T HERR
U8 ARHAFLORNERN, R
SIESFERALEIRF N,

FEREIE R ENT

2018118, BIEEFAN AT T 2K
N1£93.4841Z AR (969707 % 7T)
AL REEBTABRMYI PO (L F
BIBHE X)) W2 X I U
RINEFRUAKL3.34ZART (QH
66807 #7T) MEEMNMKR, thicH
EEFAFREADNERNE=S
REFEINE, BRI,

BIEH RV R BT ARG R0
UFHLUXAOREEZERELEME, H3
REBFREREABS0MEX, S AOL20
73 MR OB SR & AE# $X2 S £ 2
SETE2017F12B26B8%, 5L
XGRS INE N XK EN—

A BMIER2S AL X EHFRTEKR
AR, AL REBRT AR EY)
DA ARLIIEIN T 20.0%, #2018
F8H31H, GBI RERKKIIA
B R ORNEREET 99.4%,
IR FE R PR LA S A IR\ R
BRE2.6%F, UATHAEMRRENZ
5.0,

£2018F 128 18HB AN
AR& L, XTIRMWIRINEE TE
REMUFE ANAE, HFtRETF
2019 FARVEMR Z. GEMHILR
FERKTIARBY RO ERT
BEF=40.4% M B R KE (DPU) 1§
EM6.0%H R MR~ FE(NAV
per unit) 1218,

BHG RETAIL REIT | ANNUAL REPORT 2018 13



HERRUFEAZER

RE

20185, FEIMEAR A~ RENS
EHENRELLIEK6.6%F9.0%,
b5k, P B RAY AT 2 BRI AT ALY
S HEBE2018FERLLIEK7.8%F
6.8%o

RRERR, HATYE T RAHLKET
REERINERFERED, ARTE
RBNFFZEZ I T FHFEIE KNSR
SKESN, HBARM KT AO R
E (Hmh) LRE T ARKER
B0, BANNABREHEE R
AR RENBABERNZEL, LH
AR RER LA T B9k SSH A A F
R NBRYCRZE A VR R AR TR
BREEMY L ERFIT R, URAET
BZBfME.

RERR, BEEFIPA DI HEE
MIEREEK A THBEIET—
MM KEFTEMERNEM,
EEF NS FRERE MR EN
("ROFR") UKRE=FHEWrH
IRBENE TENRBEER
ZEESRUKERRGK, 25

MMBYETHFEE M, AR R RAEIG K

Ao

&G, BT HAAE —SZEA Tk
AOEBEREN, HITRERE
R4 SIEEA B C _RYIBFER W
BRE, AR NFENERERAUEE
AR BB A HFEUE Ko

14 BHG RETAIL REIT | ANNUAL REPORT 2018

g 354

&ia, ZiNBEkNZaESE—F
BRARFMEETEMHNES. EEEFN
53 T Bl Tt B RS S5 1
P& R4k ER ST 15 LSk, Tl 14
ERFENERREUSEARRK
151, Bt I3 A 78R 5.0, Bt
MNABER DU FF A LKA —iE
REARR, FEERFEEFHIRI,
BREREK.

15138t

wh5E

xE

PRESHY
BERITE

2019%3820H





