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BUY All round 11MP Proxy

Last Traded Price ( 29 Aug 2017): RM2.85 (KLCI: 1,761.14) . . S

Price Target 12-mth: RM3.60 (26% upside) (Prev RM3.60) Scarcity premium. Muhibbah is an ideal proxy to the 11th
Malaysia Plan given its expertise in three core areas: i) civil

Analyst engineering; ii) marine-based construction, and iii) offshore and

Chong Tjen-San,CFA +60 3 26043972 tjensan@alliancedbs.com onshore fabrication works, where its Petronas licence offers an
advantage. Other contractors do not have this combination to

What’'s New vie in the competitive civil engineering space.

e 2Q17 results above expectations, lifted by higher

. . . Where we differ. Our TP is at the higher end of consensus as we
concession earnings and variation orders

believe the market has not fully appreciated its unique business

e Balance sheet and operating cash flow improved model with varied construction expertise and strong recurring
income. We estimate its 21% stake in the Cambodia airport
 Raising earnings for FY17-18F concession to be worth conservatively RM677m (DCF, WACC

10% and average passenger traffic growth of 5% p.a. until
2040), which is already about half of the stock’s market
capitalisation. Revenues are also in USD which can help boost its
earnings given the weak ringgit. Our EPS for FY18F and FY19F

e Maintain BUY and TP of RM3.60

Price Relative are above consensus as we have removed the potential dilution
m Comes Er from an earlier proposed placement.

2. by Potential catalysts. The sizeable recognition of lumpy variation

2.4 o orders (VO) has started to be recognised in 2Q17. Infrastructure

B ;ZS wins for 2017 have been encouraging with YTD wins of

R P Ty P o RMO0.8bn, comprising infrastructure-related works in Qatar and

muhibbah Enginesring (LHS)  — Relative KLCT (RHS) a marine-based contract for Bintulu Port. Total construction
orderbook now stands at RM1.4bn while its total outstanding
ForecastsandiValuation orderbook including cranes and shipyard is RM1.9bn (as at end-
FY Dec (RM m) 2016A  2017F 2018F  2019F August). We expect Muhibbah to be present in projects from all
Revenue 1,919 1718 1,713 1,905 parts of the construction value chain while a pick-up in oil and
EBITDA 270 270 301 324 gas activities could see a resurgence in offshore cranes for
Pre-tax Profit 183 178 207 229 Favelle Facvo.
Net Profit 106 129 143 155
NetPr G (re-eg (6) 227 218 g g3  Vaation:
= 0 . . . . . . . .

EPS (sen) 219 26.7 29.7 322 Muhibbah is a BUY with a SOP-derlved. TP of RM3.60. We .
EPS Pre Ex. (sen) 219 26.7 29.7 322 value the stock based on SOP as we think this better reflects its
EP|S Ggh Pre(Ex (;’/o) 23 22 12 8 diversified business while also capturing its cash-generating
Diluted EPS (sen 21.9 26.7 29.7 32.2 : .
Net DPS (sen) 055 5 B ges  (CemOOUE COTCEE.
BV Per Share (sen) 203 224 249 275 . .
PE (X) 13.0 10.7 96 8.8 Key Risks to Our View:
PE Pre Ex. (X) 13.0 10.7 9.6 8.8 Delays in project flows and sudden spikes in raw material costs
P/Cash Flow (X) 86 194 113 188 could dampen its earnings outlook.
EV/EBITDA (X) 8.8 8.9 7.9 7.5
E/%togg\\/(el\ilji ((Z")) 1171 12 ?1 ?8 Issued Capital (m shrs) 480
Net Debt/Equity (X) 0.4 02 03 03 Mkt. Cap (RMmvUS$m) 1,369 /321
ROAE (%) 1.7 12.5 12.6 12.3 Major Shareholders (%)
Earnings Rev (%): 9 9 E NG e . 22
Consensus EPS (sen): 24.2 25.8 283 Lembaga Tabung Haji 9.6
Other Broker Recs: B: 5 S: 0 H: 1 Free Float (%) 60.7
Source of all data on this page: Company, AllianceDBS, Bloomberg 3m Avg. Daily Val (U§$m) ) ; 0.54
Finance L.P ICB Industry : Industrials / Construction & Materials

BDBS

ed: CK/sa:BC, PY



Company Guide
Muhibbah Engineering

WHAT'S NEW

Higher concession earnings and VO

2Q17 above expectations: This was due to lumpy VO and
higher associate earnings.

Strong balance sheet; Net gearing and operating cash flow
improved in the quarter.

BUY, TP unchanged at RM3.60 Muhibbah remains a cheap all
round proxy to 11MP projects.

Above expectations. 2Q17 recorded a headline net profit of
RM38m (+41% y-0-y, +29% g-0-q), bringing 1H17 net profit
to RM67m (+33% y-0-y). This was above our and consensus
estimates. There was a lumpy variation order recognition
from one of its legacy projects which lifted its 2Q17 numbers
while its concession profit was also very strong.

Group pretax profit higher y-0-y. For 1H17, its group pretax
rose by 26%to RM112m. In terms of the segmental
breakdown, construction contributed RM39m, cranes
RM39m, concessions RM61m and there was group
elimination of RM26m. With a RM1.4bn infrastructure
orderbook (as at August 2017), this should ensure decent
earnings visibility for more than a year. Total outstanding
orderbook for its cranes division has been falling sequentially
and now stands at RM536m (as at August 2017).

Quarterly / Interim Income Statement (RMm)

Higher associate earnings. 1H17 associate earnings jumped
2.3x to RM76m. The strong growth stemmed from robust
traffic volume growth for its Cambodian airport concessions.
1H17 traffic volume grew by 23% to 4.2m passengers.
Phnom Penh and Siem Reap showed passenger growth of
20% and 21% to 2.0m and 2.1m, respectively, while
Silhanoukville passengers grew by 221% to 143k (coming
from a low base).

Operating cash flow and balance sheet improved. As at 30
June 2016, Muhibbah’s operating cash flow was RM215m
and balance sheet was in a net debt of RM322m (net gearing
of 0.2x). This compared to the previous quarter where net
operating cash flow was negative RM116m and net debt of
RM745m (net gearing of 0.5x). This was due to the cash
received arising from the variation order for its legacy project
in the Middle East.

Raising earnings. We lift our FY17-18F earnings each by 89
per annum to factor in the higher-than-expected concession
earnings.

FY Dec 2Q2016 1Q2017 2Q2017 % chg yoy % chg qoq
Revenue 406 241 468 15.1 93.7
Cost of Goods Sold 0.0 0.0 0.0 N/A N/A
Gross Profit 406 241 468 15.1 93.7
Other Oper. (Exp)/Inc (372) (219) (442) 19.0 102.0
Operating Profit 34,5 22.5 25.4 (26.4) 13.0
Other Non Opg (Exp)/Inc 0.0 0.0 0.0 nm nm
Associates & JV Inc 14.1 33.3 42.3 199.2 27.0
Net Interest (Exp)/Inc (5.6) (6.9) (4.2) 26.2 40.1
Exceptional Gain/(Loss) 0.0 0.0 0.0 nm nm
Pre-tax Profit 431 48.9 63.6 47.6 30.1
Tax (8.2) (4.5) (9.8) 20.2 118.3
Minority Interest (8.1) (15.1) (15.9) (97.0) 5.7
Net Profit 26.8 293 37.8 411 29.1
Net profit bef Except. 26.8 29.3 37.8 411 29.1
EBITDA 48.7 55.8 67.7 39.1 21.3
Margins (%)

Opg Profit Margins 8.5 9.3 5.4

Net Profit Margins 6.6 12.1 8.1

Source of all data: Company, AllianceDBS
Page 2
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CRITICAL DATA POINTS TO WATCH

Construction revenue contribution

2116.5 2096
Critical Factors 1814.1
Still a well-rounded 11MP proxy. Muhibbah’s construction franchise 1511.8 1330
differs from the other bread and butter contractors given its varied 1209.4 1098 1021 1153
expertise in the whole spectrum of the infrastructure chain. With its 907.1
Petronas licence and marine-based expertise, Muhibbah is poised to 604.7
clinch more ports and potentially RAPID contracts. Within our 302.4
construction universe, Muhibbah stands out as an excellent proxy 0.0 , i ,
to the 11MP projects. Overall orderbook stood at RM1.9bn (as at 2015A  2018A  2017F 2018F 2019F
August 2017). We believe this will grow further on the back of its Cranes revenue contribution
strong execution track record while also anchored by its ability to 0
replenish its orderbook.
646.6 582
Infrastructure division most promising. The infrastructure sector is 283
on a multi-year upcycle with potential jobs from MRT Line 3, HSR, 4850 443 —
ECRL, RAPID and other port projects. Muhibbah will be bidding for 3233
major projects such as RAPID, MRT Line 3, LRT 3 and WCE, and is
quietly confident of clinching other marine-based projects. 2016 ers
order wins have been slow relative to 2015 with just two job wins, 0.0 \ . \
one from Petronas Carigali and the other for the Phnom Penh 20154 zonea 20178 2018F 20198
airport expansion. For 2017, it has started the year strongly with a Shipyard revenue contribution
sizeable wins for a project in Qatar and also Bintulu Port. e a0 570
Cambodia airports to double capacity. Effective July 2016, the Siam 220.32 *>
Reap and Phnom Penh airports will double their existing capacity to resoa 178
12m passengers. The US$85m capex has been financed by only one
year of operating cashflow, which suggests the airports are cash 110.16 103
cows. Passenger arrivals reached 7.0m in 2016 (+9 % y-0-y), led by ss08 so.s
the recovery in Chinese tourists. Phnom Penh and Siem Reap
airports showed passenger growth of 10% and 6% to 3.4m and 0.00
3.5m, respectively, while Silhanoukville passengers grew by 66% to 2015A 2016A  2017F  2018F  2019F
157k (coming from a low base). We estimate its 21% stake is New orders for construction
worth RM677m (DCF, WACC 10%, RM/USD 4.15, and average 12707 1267 1200
passenger growth of 5% p.a. until 2040).
1023.7 1000
Favco capitalising on other revenue streams. Total outstanding 767.8
orderbook now stands at RM536m (as at August 2017) which is “00
sufficient for earnings visibility until 2017. Out of this amount, =119
¢.60% comes from offshore cranes (vs a peak of 95%). It is quite 255.9 .
commendable that it has managed to reduce its dependency on oo
offshore cranes by increasing the exposure to tower cranes. Locally, ’ Jo15A  2016A - - Jo10F
Favelle Favco has won a total of RM64m new orders so far this year
largely for tower cranes. Note that Favelle Favco's cranes have been New orders for cranes
used to build 12 out of the 14 tallest buildings in the world. We 505.0 500
understand there may be M&A opportunities given its strong 450
balance sheet. 404.0 _— l l
303.0 .
250
202.0 139 .
101.0 -
0.0
2015A 2016A 2017F 2018F 2019F
Source: Company, AllianceDBS
Page 3
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Appendix 1: A look at Company's listed history — what drives its share price?

Muhibbah's share price performance vs KLCI, Crude Qil price and EPS

Indexed —— MUHI MK Steel Price Crude Oil Price === MUHI EPS (rhs)
375 ~ - 0.100
350 - Provision
made for Asia
325 A Petroleum
Hub project
300 - proj
275 | - 0.050
250 -
225 -
200 -
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175 1 Strong
150 - correlation with
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Source: Company, AllianceDBS, DBSV/

Muhibbah’s share price performance vs Key Newsflow (Contract Wins)

150% @ \|UHI vs FBM KLCI
b -

A - Two contract wins in March-13

(AHTS RM202m and MRT Line 1
140% - Noise barriers of RM212m.)
130% -

AT YT D - Series of RAPID Contract wins totalling

120% - rashinonprices RM1.6bn in 2015.
110% -
100% -

B- Asia Petroleum Hub
90% - project under receivership
80% T T T T T T T

Jun-12 Dec-12 Jun-13 Dec-13 Jun-14 Dec-14 Jun-15 Dec-15 Jun-16 Dec-16

Source. Company, AllianceDBS, DBSVI
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Muhibbah’s key critical factors are crude oil prices, contract
wins and negative earnings delivery. For Period A, Muhibbah’s
share price showed strong outperformance driven by high-
margin AHTS wins and also MRT Line 1 noise barrier contract.

Subsequently for period B, the huge de-rating was a result of
the Asia Petroleum Hub project being placed under receivership.
Muhibbah was a contractor for this project and made a huge
provision in its 4Q13 financials.

Muhibbah does not exhibit any long-term correlation with crude
oil prices but for the period C where there was a big fall in oil
prices (July 14-March 15), the correlation coefficient was 0.95x.
This is because at that time up to 90% of its crane business
came from the offshore segment.

The stock showed meaningful re-rating for the whole of 2015,
driven by strong contract wins, including RM1.6bn from RAPID.
In 2016, contract wins for infrastructure were disappointing,
which resulted in a lacklustre share price performance.

gBDBS
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Balance Sheet:

Needs bigger balance sheet. Muhibbah’s shareholder’s funds as
at 30 June 2017 stood at RM1.4bn (including minority interest).
The proposed private placement of up to 10% of new shares
has since lapsed. This may not be so crucial now given the
expectations of a sizeable amount of variation order for one
legacy project. We expect sizeable improvement in its cashflow
and profitability from 2Q17 onwards.

Share Price Drivers:

Complete proxy to Malaysia infrastructure. Muhibbah is a
complete proxy to the Malaysian infrastructure space because of
its experience in bread-and-butter civil engineering works, as
well as niche marine infrastructure, and onshore and offshore
fabrication works. Hence, we expect it to clinch works from
RAPID, MRT Line 2, LRT 3, highway and port projects.

Premium for recurring base. In our view, the market continues
to discount the strong cashflow of its concession business,
particularly the Cambodian airport concession. Contractors
which have a higher degree of relatively assured income, such
as IJM and Gamuda which own sizeable toll portfolios, should
command premium valuations.

Capitalising on Petronas fabrication licence. Muhibbah was
awarded the much sought-after Petronas licence to take on
offshore facility construction and major onshore fabrication
works. This suggests a higher chance of bagging more
Petronas-related jobs (downstream works). It has a 57-acre
fabrication yard with a total capacity of 25,000 MT per year,
making it the third largest among Petronas-licensed fabricators.

Completed landmark projects. Muhibbah has an impressive
track record, having completed a list of landmark projects locally
and abroad. Of significance is the LNG regasification project for
Petronas Gas in Melaka and South Klang Valley Expressway.

Key Risks:
Delays in project flows and sudden spikes in raw material costs
could dampen its earnings outlook.

Company Background

Muhibbah is primarily involved in construction, fabrication of
cranes and shipbuilding. These three core divisions cater largely
for the O&G sector. It also holds a 21% associate stake in two
concessions, namely the Cambodian airports and Federal road
maintenance in Malaysia.

Leverage & Asset Turnover (x)

1.20 0.6
- 0.6
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0.5
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0.60 | 0.5
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0.0 + T T T
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Source: Company, AllianceDBS
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Key Assumptions

FY Dec 2015A 2016A 2017F 2018F 2019F
New orders for construction 1,267 122 500 1,000 1,200
New orders for cranes 139 250 400 450 500

Segmental Breakdown

FY Dec 2015A 2016A 2017F 2018F 2019F

Revenues (RMm)

Construction 1,330 2,096 1,098 1,021 1,153

Cranes 792 582 443 460 483

Ships 50.5 103 178 233 270

Inter-segment (568) (862) 0.0 0.0 0.0
Total 1,605 1,919 1,718 1,713 1,905
Income Statement (RMm)

FY Dec 2015A 2016A 2017F 2018F 2019F

Revenue 1,605 1,919 1,718 1,713 1,905

Cost of Goods Sold (1,343) (1,669) (1,460) (1,431) (1,600)

Gross Profit 262 250 258 283 305

Other Opng (Exp)/Inc (138) (138) (145) (146) (152)

Operating Profit 124 112 113 137 153

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

Associates & JV Inc 62.2 88.2 92.6 97.2 102

Net Interest (Exp)/Inc (20.7) (18.0) (27.2) (26.7) (26.2)

Exceptional Gain/(Loss) 0.0 0.0 0.0 0.0 0.0

Pre-tax Profit 165 183 178 207 229

Tax (27.8) (21.6) (21.4) (27.5) (31.7)

Minority Interest (51.3) (55.5) (28.2) (36.3) (41.9)

Preference Dividend 0.0 0.0 0.0 0.0 0.0

Net Profit 86.0 106 129 143 155

Net Profit before Except. 86.0 106 129 143 155

EBITDA 251 270 270 301 324

Growth

Revenue Gth (%) (7.4) 19.6 (10.5) (0.3) 1.2

EBITDA Gth (%) 10.1 7.5 0.2 1.3 7.7

Opg Profit Gth (%) 0.5 (9.1) 0.3 21.3 12.0

Net Profit Gth (Pre-ex) (%) 5.4 22.7 21.8 11.6 8.3

Margins & Ratio

Gross Margins (%) 16.3 13.0 15.0 16.5 16.0

Opg Profit Margin (%) 7.7 5.9 6.6 8.0 8.0

Net Profit Margin (%) 5.4 55 7.5 8.4 8.2

ROAE (%) 1.7 1.7 12.5 12.6 12.3

ROA (%) 2.5 2.8 3.4 3.7 3.8

ROCE (%) 2.8 3.4 3.6 3.9 4.1

Div Payout Ratio (%) 27.9 22.8 20.0 20.0 20.0

Net Interest Cover (x) 6.0 6.2 4.1 5.1 5.8

Source: Company, AllianceDBS

BDBS
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Quarterly / Interim Income Statement (RMm)

FY Dec 2Q2016 3Q2016 4Q2016 1Q2017 2Q2017
Revenue 406 385 646 241 468
Cost of Goods Sold 0.0 0.0 0.0 0.0 0.0
Gross Profit 406 385 646 241 468
Other Oper. (Exp)/Inc (372) (363) (614) (219) (442)
Operating Profit 345 21.7 31.6 22.5 25.4
Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 0.0
Associates & JV Inc 14.1 12.2 20.8 33.3 42.3
Net Interest (Exp)/Inc (5.6) (6.6) (3.6) (6.9 (4.2)
Exceptional Gain/(Loss) 0.0 0.0 0.0 0.0 0.0
Pre-tax Profit 43.1 27.3 48.7 48.9 63.6
Tax (8.2) 5.29 0.16 (4.5) 9.8)
Minority Interest (8.1) (10.0) (16.5) (15.1) (15.9)
Net Profit 26.8 22.6 324 29.3 37.8
Net profit bef Except. 26.8 22.6 324 29.3 37.8
EBITDA 48.7 33.9 52.4 55.8 67.7
Growth

Revenue Gth (%) (15.7) (5.3) 67.7 (62.6) 93.7
EBITDA Gth (%) 334 (30.3) 54.4 6.6 21.3
Opg Profit Gth (%) 90.4 (37.1) 453 (28.7) 13.0
Net Profit Gth (Pre-ex) (%) 12.9 (15.9) 43.6 (9.5) 29.1
Margins

Opg Profit Margins (%) 8.5 5.6 4.9 9.3 5.4
Net Profit Margins (%) 6.6 5.9 5.0 12.1 8.1

Balance Sheet (RMm)

FY Dec 2015A 2016A 2017F 2018F 2019F
Net Fixed Assets 785 804 784 762 737
Invts in Associates & JVs 257 437 525 618 716
Other LT Assets 52.8 48.1 48.1 48.1 48.1
Cash & ST Invts 578 735 742 798 802
Inventory 301 268 240 255 285
Debtors 1,601 1,544 1,412 1,408 1,566
Other Current Assets 18.1 22.4 22.4 22.4 22.4
Total Assets 3,594 3,859 3,774 3,911 4,177
ST Debt 1,221 1,260 1,260 1,260 1,260
Creditor 1,136 1,058 840 823 921
Other Current Liab 33.6 19.0 19.0 19.0 19.0
LT Debt 48.9 73.1 73.1 73.1 73.1
Other LT Liabilities 64.2 66.8 66.8 66.8 66.8
Shareholder’s Equity 826 978 1,082 1,200 1,326
Minority Interests 265 405 433 469 511
Total Cap. & Liab. 3,594 3,859 3,774 3,911 4,177
Non-Cash Wkg. Capital 751 757 815 843 934
Net Cash/(Debt) (692) (597) (591) (535) (531)
Debtors Turn (avg days) 333.8 299.1 314.0 300.4 284.9
Creditors Turn (avg days) 300.2 250.3 248.3 222.6 207.7
Inventory Turn (avg days) 753 65.0 66.5 66.2 64.3
Asset Turnover (x) 0.5 0.5 0.5 0.4 0.5
Current Ratio (x) 1.0 1.1 1.1 1.2 1.2
Quick Ratio (x) 0.9 1.0 1.0 1.0 1.1
Net Debt/Equity (X) 0.6 0.4 0.4 0.3 0.3
Net Debt/Equity ex Ml (X) 0.8 0.6 0.5 0.4 0.4
Capex to Debt (%) 4.3 2.7 3.0 3.0 3.0
Z-Score (X) 1.1 1.2 1.3 1.3 1.4

Source: Company, AllianceDBS

BDBS
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Cash Flow Statement (RMm)

FY Dec 2015A 2016A 2017F 2018F 2019F
Pre-Tax Profit 165 183 178 207 229
Dep. & Amort. 65.2 69.2 64.9 66.7 68.5
Tax Paid (27.8) (21.6) (21.4) (27.5) (31.7)
Assoc. & JV Inc/(loss) (62.2) (88.2) (92.6) 97.2) (102)
Chg in Wkg.Cap. (174) 13.4 (58.3) (27.9) (90.4)
Other Operating CF 64.1 3.65 0.0 0.0 0.0
Net Operating CF 30.8 159 70.7 121 73.2
Capital Exp.(net) (54.1) (35.8) (40.0) (40.0) (40.0)
Other Invts.(net) 0.0 0.0 0.0 0.0 0.0
Invts in Assoc. & JV 0.0 0.0 0.0 0.0 0.0
Div from Assoc & JV 0.0 0.0 0.0 0.0 0.0
Other Investing CF 60.7 13.1 0.0 0.0 0.0
Net Investing CF 6.56 (22.7) (40.0) (40.0) (40.0)
Div Paid (19.1) (24.0) (24.0) (25.7) (28.7)
Chg in Gross Debt 32.9 63.2 0.0 0.0 0.0
Capital Issues 19.6 5.76 0.0 0.0 0.0
Other Financing CF (93.5) (23.8) 0.0 0.0 0.0
Net Financing CF (60.2) 21.2 (24.0) (25.7) (28.7)
Currency Adjustments 0.0 0.0 0.0 0.0 0.0
Chgin Cash (22.8) 157 6.72 55.5 4.54
Opg CFPS (sen) 42.4 30.2 26.8 30.9 33.9
Free CFPS (sen) (4.8) 25.5 6.37 16.8 6.89

Source: Company, AllianceDBS

Target Price & Ratings History

- 12-mth
3.00 e Date of Ck}?lng Target Rating
Report Price B
Price
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AllianceDBS 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 (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total returni.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

Completed Date: 30 Aug 2017 09:20:16 (MYT)
Dissemination Date: 30 Aug 2017 09:22:19 (MYT)

Sources for all charts and tables are AllianceDBS unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER

This report is prepared by AllianceDBS Research Sdn Bhd (''AllianceDBS"). This report is solely intended for the clients of DBS Bank Ltd, its
respective connected and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in
any form or by any means or (ii) redistributed without the prior written consent of AllianceDBS Research Sdn Bhd (*'AllianceDBS").

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS
Bank Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively,
the “"DBS Group”) have not conducted due diligence on any of the companies, verified any information or sources or taken into account any other
factors which we may consider to be relevant or appropriate in preparing the research. Accordingly, we do not make any representation or
warranty as to the accuracy, completeness or correctness of the research set out in this report. Opinions expressed are subject to change without
notice. This research 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 independent legal or financial
advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit)
arising from any use of and/or reliance upon this document and/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. The DBS Group, 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. The DBS Group, 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.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can
be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments.
The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed, it may
not contain all material information concerning the company (or companies) referred to in this report and the DBS Group is under no obligation to
update the information in this report.

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned
schedule or frequency for updating research publication relating to any issuer.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on
which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual
results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED
UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that:

(@) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and
(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk
assessments stated therein.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the
commodity referred to in this report.
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DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any public
offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does not engage
in market-making.

ANALYST CERTIFICATION

The research analyst(s) 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(s) 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 the report. The research analyst (s)
primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate® does not serve as an officer of the
issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real
estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the
management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for the content of this research report or
his associate does not have financial interests2 in relation to an issuer or a new listing applicant that the analyst reviews. DBS Group has
procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in connection with the production of
research reports. The research analyst(s) responsible for this report operates as part of a separate and independent team to the investment
banking function of the DBS Group and procedures are in place to ensure that confidential information held by either the research or investment
banking function is handled appropriately. There is no direct link of DBS Group's compensation to any specific investment banking function of the
DBS Group.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES

1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS"), DBSV HK or their subsidiaries and/or other affiliates do not
have a proprietary position in the securities recommended in this report as of 31 July 2017.

2. Neither DBS Bank Ltd, DBS HK nor DBSV HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research
Report.

Compensation for investment banking services:

3. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of securities as a
manager or co-manager or in any other investment banking transaction 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.

Disclosure of previous investment recommendation produced:

4. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS"), their subsidiaries and/or other affiliates may have published other
investment recommendations in respect of the same securities / instruments recommended in this research report during the preceding 12
months. Please contact the primary analyst listed in the first page of this report to view previous investment recommendations published by
DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (*'DBSVS"), their subsidiaries and/or other affiliates in the preceding 12 months.

' An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (i) the trustee of a trust of
which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person
accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an issuer or
a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This
term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme other than an issuer or
new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new listing applicant.
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RESTRICTIONS ON DISTRIBUTION

General

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation.

Australia

This report is being distributed in Australia by DBS Bank Ltd. (“DBS") or DBS Vickers Securities (Singapore) Pte Ltd
(“DBSVS"). DBS holds Australian Financial Services Licence no. 475946.

DBSVS is exempted from the requirement to hold an Australian Financial Services Licence under the Corporation Act 2001
("CA") in respect of financial services provided to the recipients. DBSVS is regulated by the Monetary Authority of Singapore
under the laws of Singapore, which differ from Australian laws.

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong

This report has been prepared by an entity(ies) which is not licensed by the Hong Kong Securities and Futures Commission
to carry on the regulated activity of advising on securities pursuant to the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong). This report is being distributed in Hong Kong and is attributable to DBS Vickers Hong Kong
Limited, a licensed corporation licensed by the Hong Kong Securities and Futures Commission to carry on the regulated
activity of advising on securities pursuant to the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong).

For any query regarding the materials herein, please contact Paul Yong (CE. No. ASE988) at equityresearch@dbs.com.

Indonesia

This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia

This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received from
ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection with this
report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report are advised
that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their respective connected
and associated corporations, affiliates, their directors, officers, employees, agents and parties related or associated with any
of them may have positions in, and may effect transactions in the securities mentioned herein and may also perform or seek
to perform broking, investment banking/corporate advisory and other services for the subject companies. They may also
have received compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and
other services from the subject companies.

Wong Ming Tek, Executive Director, ADBSR

Singapore

This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No.
198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the
Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial
Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert
Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report to such persons
only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising from,
or in connection with the report.

Thailand

This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are only
intended for institutional clients only and no other person may act upon it.
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United
Kingdom

This report is produced by AllianceDBS Research Sdn Bhd which is regulated by the Securities Commission Malaysia.

This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is authorised
and regulated by the Financial Conduct Authority in the United Kingdom.

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any
form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communication is directed at
persons having professional experience in matters relating to investments. Any investment activity following from this
communication will only be engaged in with such persons. Persons who do not have professional experience in matters
relating to investments should not rely on this communication.

Dubai
International
Financial
Centre

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at PO Box 506538, 3rd Floor,
Building 3, East Wing, Gate Precinct, Dubai International Financial Centre (DIFC), Dubai, United Arab Emirates. DBS Bank
Ltd., (DIFC Branch) is regulated by The Dubai Financial Services Authority. This research report is intended only for
professional clients (as defined in the DFSA rulebook) and no other person may act upon it.

United Arab
Emirates

This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as defined
in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for information purposes
only and should not be relied upon or acted on by the recipient or considered as a solicitation or inducement to buy or sell
any financial product. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situation, or needs of individual clients. You should contact your relationship manager or investment
adviser if you need advice on the merits of buying, selling or holding a particular investment. You should note that the
information in this report may be out of date and it is not represented or warranted to be accurate, timely or complete. This
report or any portion thereof may not be reprinted, sold or redistributed without our written consent.

United States

This report was prepared by AllianceDBS Research Sdn Bhd (*'AllianceDBS'"). DBSVUSA did not participate in its preparation.
The research analyst(s) named on this report are not registered as research analysts with FINRA and are not associated
persons of DBSVUSA. The research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation,
communications with a subject company, public appearances and trading securities held by a research analyst. This report is
being distributed in the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be
distributed to Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and
qualified persons as DBSVUSA may authorize. Any U.S. person receiving this report who wishes to effect transactions in any
securities referred to herein should contact DBSVUSA directly and not its affiliate.

Other
jurisdictions

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified,
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.
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DBS Regional Research Offices

HONG KONG

DBS Vickers (Hong Kong) Ltd

Contact: Paul Yong

18th Floor Man Yee Building

68 Des Voeux Road Central

Central, Hong Kong

Tel: 65 6878 8888

Fax: 65 65353 418

e-mail: equityresearch@dbs.com

Participant of the Stock Exchange of Hong Kong

INDONESIA

PT DBS Vickers Sekuritas (Indonesia)
Contact: Maynard Priajaya Arif

DBS Bank Tower

Ciputra World 1, 32/F

JI. Prof. Dr. Satrio Kav. 3-5

Jakarta 12940, Indonesia

Tel: 62 21 3003 4900

Fax: 6221 3003 4943

e-mail: research@id.dbsvickers.com

MALAYSIA

AllianceDBS Research Sdn Bhd
Contact: Wong Ming Tek (128540 U)
19th Floor, Menara Multi-Purpose,
Capital Square,

8 Jalan Munshi Abdullah 50100
Kuala Lumpur, Malaysia.

Tel.: 603 2604 3333

Fax: 603 2604 3921

e-mail: general@alliancedbs.com

THAILAND

DBS Vickers Securities (Thailand) Co Ltd
Contact: Chanpen Sirithanarattanakul
989 Siam Piwat Tower Building,

9th, 14th-15th Floor

Rama 1 Road, Pathumwan,

Bangkok Thailand 10330

Tel. 66 2 657 7831

Fax: 66 2 658 1269

e-mail: research@th.dbsvickers.com
Company Regn. No 0105539127012
Securities and Exchange Commission, Thailand

SINGAPORE

DBS Bank Ltd

Contact: Janice Chua

12 Marina Boulevard,

Marina Bay Financial Centre Tower 3
Singapore 018982

Tel: 65 6878 8388

Fax: 65 65353 418

e-mail: equityresearch@dbs.com
Company Regn. No. 196800306E
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