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AWC Berhad

Positive on proposed acquisition of Trackwork

m AWC plans to acquire a 60% stake in Trackwork & Supplies Sdn Bhd, a company
mainly involved in the rail business, for an estimated RM43.5m.

m This acquisition values the company at 8.1x CY18 P/E based on a profit guarantee of
RM8m in FY18 (Sept year-end) and RM12m in FY19, respectively.

m We are positive on this deal, given: i) its earnings-accretive nature, ii) it allows AWC to
access rail industry jobs, and iii) it will enhance its service offerings.

m The acquisition will be satisfied through a cash consideration of RM20m and the
remainder by issuance of new shares in tranches upon completion of milestones.

m Based on our estimates, this potential acquisition could raise FY18-20F EPS by 16.3-
23.0%. This could add another 10.9% upside to our existing target price of RM1.28.

Acquiring 60% stake in Trackwork for RM43.5m

AWC plans to acquire a 60% stake in Trackwork & Supplies S.B for RM43.5m, with a
40% stake retained by its current owners (Trakniaga). This acquisition is valued at 8.1x
CY18 P/E, based on profit guarantee of RM8m in FY18F and RM12m in FY19F. This
purchase is expected to be completed by 2Q18 and will be funded by RM20m cash with
the remainder by issuance of new shares in tranches. The 1* tranche of 11.5m shares
will be issued at RM1.00/share (26.6% premium to current share price). The rest of the
new shares will be issued upon achieving profit guarantee target of each financial year.

Trackwork has 18 years of experience in rail-related works

Trackwork is a company with over 18 years of experience, mainly involved in rail-related
industry services. It is principally involved in: i) supplying of track materials and rolling
stocks, ii) maintenance works for railway tracks, iii) supplying and commissioning of
various equipment and machineries used for track maintenance, and iv) supply of depot
equipment. We gather that Trackwork has worked on rail-related projects with notable
names such as George Kent, Fajarbaru, CHEC, Siemens and etc. over the years.

May potentially increase our FY18-20F EPS by 16.3-23.0%

We are positive on this acquisition as it will be earnings accretive for AWC. After
accounting for lower interest income (AWC is in a net cash position) and a larger share
base (by tranches), our back-of-the-envelope calculations indicate that AWC’s FY18-20F
EPS could potentially increase by 16.3-23.0%. Post the acquisition, AWC will still be a
net cash company with estimated cash reserves of RM59.8m (based on end-1HFY18
results).

Hastening the pace in venturing into rail-related works

With this acquisition, AWC would be able to make inroads into rail-related services,
especially rail maintenance works. It is able to tap into Trackwork’s strong market position
in this industry vs. organically setting up from scratch. In addition, AWC can leverage on
the expertise of Trackwork’s current owners, with its existing management team staying
at the helm of Trackwork’s operations. AWC also plans to propose asset management
models with rail owners, with no such programmes currently available in Malaysia.

Maintain Add; may add 10.9% upside to our current TP of RM1.28

At this juncture, we have yet to incorporate potential earnings accretion into our estimates
pending the completion of this acquisition. If reflected, the potential upside to our target
price is 10.9%, bringing our TP to RM1.42. For now, we maintain our Add call but keep
our SOP-based TP unchanged at RM1.28. Downside risks to our view include:
unexpected cessation of awarded contracts and termination of this proposed acquisition.

Financial Summary Jun-15A Jun-16A Jun-17A Jun-18F Jun-19F
Revenue (RMm) 128.0 249.3 296.1 313.9 3310
Operating EBITDA (RMm) 14.15 31.90 45.94 42.29 44.78
Net Profit (RMm) 8.03 17.30 21.59 21.15 22.74
Core EPS (RM) 0.036 0.068 0.069 0.083 0.089
Core EPS Growth 15.5% 89.8% 2.3% 19.6% 7.5%
FD Core P/E (x) 22.18 11.69 11.43 9.56 8.89
DPS (RM) . 0.025 0.020 0.025 0.030
Dividend Yield 0.00% 3.16% 2.53% 3.16% 3.80%
EV/EBITDA (x) 10.75 5.76 3.92 4.35 4.04
P/FCFE (x) 11.19 29.28 6.37 22.97 12.30
Net Gearing (43.9%) (32.0%) (34.6%) (32.2%) (33.7%)
P/BV (x) 1.94 1.70 1.54 1.39 1.26
ROE 9.4% 16.4% 14.1% 15.3% 14.8%
CIMB/consensus EPS (x) 0.95 0.96

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH CERTIFICATIONS, ARE PROVIDED AT THE END OF THIS REPORT. IF THIS REPORT IS DISTRIBUTED IN THE
UNITED STATES IT IS DISTRIBUTED BY CIMB SECURITIES (USA), INC. AND IS CONSIDERED THIRD-PARTY AFFILIATED RESEARCH.
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Call/Put option is in place as part of this acquisition »
As part of this proposed acquisition, AWC has agreed with Trakniaga on:

e Call option: AWC has the option of exercising a Call option to purchase
all shares owned by Trakniaga from the expiry of profit guarantee
period (FY18-19F) up to 5" anniversary of the completion of this
acquisition.

e Put option: Trakniaga has the option to exercise a Put option requiring
AWC to purchase all shares owned by Trakniaga any time in the period
of 6 months, post the expiry of the Call option period.

The option price will be calculated based on this formula: (A X B X 7.25)

A: Core PAT (exclude non-recurring or exceptional item) based on the latest
audited financial statements of Trackwork

B: Percentage of option shares owned by Track at that juncture in time

Application for diversification of principal activities of AWC »

In tandem with this acquisition, AWC has proposed to undertake a diversification
of principal activities of AWC and its subsidiaries to include rail-related works.
This is due to AWC foreseeing that contribution from this acquisition is >25% of
its current net profit (FY17:RM21.6m)

Potential scenario of the EPS accretion from this acquisition »

The issuance price for the 2" and 3" Tranche will be based on the 5-day VWAP
after the day of the signed audited financial statements of Trackwork for profit
guarantee period (FY18-19F). In Figures 1-5, we have assumed that issuance
price for both 2™ and 3" Tranche is at RM1.00/share

Figure 1: Payment Structure

Payment Terms RMm
1st Tranche (Upon completion date of acquisition)

Total value of issuance of new shares -(Issue price: RM1.00/share for 11.5m new shares) 11.5
Cash payment (RMm) 20.0

2nd Tranche (Upon achieving Year 1 Profit Guarantee of RM8m)

Issuance of new shares - (RM6m worth of new shares to be issued which share price is

based on 5-day VWAP after date of signed audited Trackwork's audited FY 18 financial 6.0
statements)

3nd Tranche (Upon achieving Year 2 Profit Guarantee of RM12m)
Issuance of new shares - (RM6m worth of new shares to be issued which share price is

based on 5-day VWAP after date of signed audited Trackwork's audited FY 18 financial 6.0
statements)
Total acquisition value 43.5

Figure 2: Enlarged share base

Upon completion of

acquisition 2nd Tranche* 3rd Tranche*
Existing no. of shares** 269.0 280.5 286.5
No. of new shares to be issued 11.5 6.0 6.0
Increase in share base (%) 4.3% 2.1% 2.1%
Enlarged share base 280.5 286.5 292.5

*assuming issuance price of RM1.00 per share
**does not take into account any ESOS options
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Figure 3: Changes to FY EPS (FY18-20F) post acquisition

Trackworks (FYE Sept) FY18F FY19F FY20F
Net profit growth assumptions (%) Profit guarantee Profit guarantee 20%
Net profit assumptions (RMm) 8 12 14.4
Net profit attributable to AWC based on 60% stake 4.8 7.2 8.64
Impact on interest income based on interest rate of 1.5%

(RMm) 0.3) (0.4) (0.5)
Total net profit attributable to AWC (based on 60% stake) 4.5 6.8 8.2
Current net profit estimates of AWC (RMm) 21.2 22.7 24.2
Enlarged net profit of AWC post acquisition (RMm) 25.7 29.6 32.4
Net increase in AWC's net profit post acquisition (%) 21.3% 29.9% 33.7%
Current EPS estimates of AWC (sen) 7.9 8.5 9.0
Net EPS of AWC post acquisition (sen) 9.1 10.3 11.1
Net increase in AWC's EPS post acquisition (%) 16.3% 22.0% 23.0%

Figure 4: Changes to CY EPS (FY18-20F) post acquisition

Trackworks (Calendarised) CY18F CY19F
Calendarised net profit (RMm) 9.0 12.6
Profit attributable to AWC based on 60% stake 5.4 7.56
Impact on interest income based on interest rate of 1.5% (RMm) 0.3 0.39
Calendarised total net profit attributable to AWC (based on 60% stake) 5.1 7.17
Calenderised EPS attributable to AWC (based on 60% stake)* 1.8 2.5
AWC's current earnings estimates (CY) 21.9 23.5
AWC's net profit (existing + contribution from Trackworks) 27.0 30.6
Net increase in net profit (%) 23.2% 30.5%
AWC's current EPS (CY) 8.2 8.7
AWC's new EPS (existing + contribution from Trackworks) (CY)* 9.4** 10.5%**
Net increase in EPS (%) 15.7% 20.1%

*assuming issuance price of RM1.00 per share in Tranche 2 and Tranche 3
**enlarged share base of Tranche 2
***enlarged share base of Tranche 3

Figure 5: SOP-based target price (estimation post-acquisition)

Share capital (m) 280
CY19 EPS (sen) 10.6
Target P/E 11.2
Value of business (RM/share) 1.19
Net cash position (RM) 0.23
Target price (RM) 1.42

Figure 6: SOP-based target price (current)

Share capital (m) 259
CY19 EPS (sen) 9.2
Target P/E 11.2
Value of business (RM/share) 1.03
Net cash position (RM) 0.25

Target price (RM) 1.28
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Project description (name of project)
2015

Supply of track network maintenance, tools
and equipment at Kampung Kuala Sungai
Baru Depot

Supply of welding portions and accessories
for Ampang LRT extension

2016

Provision of miscellaneous rail related works
Supply of welding portions and accessories
for Ampang LRT extension

Klang Valley Double Tracking project

2017
Supply of inspection platform

Supply of concrete bearers, commissioning
and other rail related works

Figure 7: Historical and on-going projects of Trackwork

Project owner

George Kent (M) Berhad

CHEC Construction (M) Sdn Bhd
("CHEC")

Fajarbaru
CHEC

Dhaya Maju Infrastructure Asia Sdn
Bhd ("DMIA™)

Siemens Malaysia Sdn Bhd

China Communications Construction
Company (M) Sdn Bhd

Date of
Award/Commencement
date

24 Nov 2015

17 Aug 2015 and 21 Oct
2015

18 Jul 2016
5 Aug 2016

15 Aug 2016

9 May 2017

20 Oct 2017

Completion/Expected
completion date

30 Mar 2016

Jan 2016

31 May 2017
Dec 2016

15 Oct 2018

31 May 2017

6 Apr 2020

Amount/Contract
value (RMm)

0.37

34.8
0.18

0.57

6.17
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BY THE NUMBERS

P/BV vs ROE 12-mth Fwd FD Core P/E vs FD Core EPS
2.30 17.0% 15.9 Growth 150%
2.10 M .79
1.90 1451;0;: 139 w\ 124%
170 \ 13.0% 11.9 99%
1.50 11.7% 9.9 73%
1.30 10.3% 7.9 A 47%
1.10 A 9.0% 59 ‘\' 7 21%
0.90 7.7%
0.70 6.3% 3.9 -4%
0.50 + . . . . . 5.0% 1.9 - . . . . . + -30%
Jan-13A Jan-14A Jan-15A Jan-16A Jan-17A Jan-18F Jan-13A Jan-14A Jan-15A Jan-16A Jan-17A Jan-18F
@ Rolling P/BV (x) (Ihs) ROE (rhs) e ]2-mth Fwd Rolling FD Core P/E (x) (Ihs)
FD Core EPS Growth (rhs)
Profit & Loss
(RMm) Jun-15A Jun-16A Jun-17A Jun-18F Jun-19F
Total Net Revenues 128.0 249.3 296.1 313.9 331.0
Gross Profit 40.9 79.1 85.8 94.5 102.8
Operating EBITDA 14.1 31.9 45.9 42.3 44.8
Depreciation And Amortisation (1.5) (1.8) (6.5) (6.5) (6.6)
Operating EBIT 12.7 30.1 39.5 35.8 38.2
Financial Income/(Expense) 0.1 0.3 0.4) 0.3 0.3
Pretax Income/(Loss) from Assoc. 0.0 0.0 0.0 0.0 0.0
Non-Operating Income/(Expense) 0.0 0.0 0.0 0.0 0.0
Profit Before Tax (pre-El) 12.8 30.4 39.1 36.1 38.5
Exceptional ltems
Pre-tax Profit 12.8 30.4 39.1 36.1 38.5
Taxation (1.1) (6.5) 8.7) (8.3) (8.5)
Exceptional Income - post-tax
Profit After Tax 11.7 23.9 30.4 27.8 30.0
Minority Interests (3.6) (6.6) (8.8) (6.6) (7.3)
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 8.0 17.3 21.6 21.2 22.7
Recurring Net Profit 8.0 17.3 17.7 21.2 22.7
Fully Diluted Recurring Net Profit 8.0 17.3 17.7 21.2 22.7
Cash Flow
(RMm) Jun-15A Jun-16A Jun-17A Jun-18F Jun-19F
EBITDA 14.15 31.90 45.94 42.29 44.78
Cash Flow from Invt. & Assoc.
Change In Working Capital 5.83 (13.79) 20.53 (10.18) (4.87)
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense
Other Operating Cashflow (2.40) 0.00 0.00 0.00 0.00
Net Interest (Paid)/Received 0.00 0.00 0.00 0.00 0.00
Tax Paid (2.59) (6.50) (8.23) (8.30) (8.47)
Cashflow From Operations 14.99 11.61 58.24 23.81 31.44
Capex (1.46) (3.50) (26.50) (15.00) (15.00)
Disposals Of FAs/subsidiaries
Acq. Of Subsidiaries/investments
Other Investing Cashflow 3.24 0.00 0.00 0.00 0.00
Cash Flow From Investing 1.78 (3.50) (26.50) (15.00) (15.00)
Debt Raised/(repaid) (0.86) (1.20) 0.00 0.00 0.00
Proceeds From Issue Of Shares
Shares Repurchased 0.00
Dividends Paid (7.35) (7.40) (8.96) (6.40) (7.68)
Preferred Dividends
Other Financing Cashflow 0.00 0.15 0.45 0.60 0.60
Cash Flow From Financing (8.21) (8.45) (8.51) (5.80) (7.08)
Total Cash Generated 8.57 (0.34) 23.23 3.01 9.36
Free Cashflow To Equity 15.92 6.91 31.74 8.81 16.44
Free Cashflow To Firm 16.77 8.11 31.74 8.81 16.44
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BY THE NUMBERS... cont’'d

Balance Sheet
(RMm) Jun-15A Jun-16A Jun-17A Jun-18F Jun-19F
Total Cash And Equivalents 53.6 48.2 58.6 61.5 71.8
Total Debtors 59.5 120.6 91.5 103.2 108.8
Inventories 17.5 18.1 38.1 43.0 45.3
Total Other Current Assets 2.5 2.5 2.1 2.1 2.1
Total Current Assets 133.1 189.4 190.3 209.8 228.1
Fixed Assets 8.2 10.0 38.7 47.4 54.7
Total Investments 2.8 2.8 2.8 2.8 2.8
Intangible Assets 5.9 28.1 28.1 28.1 28.1
Total Other Non-Current Assets 3.0 1.6 1.6 1.6 1.6
Total Non-current Assets 19.9 42.5 71.2 79.9 87.2
Short-term Debt 1.8 0.2 0.2 0.2 0.2
Current Portion of Long-Term Debt
Total Creditors 30.4 78.3 89.7 96.2 99.3
Other Current Liabilities 0.6 1.8 1.8 1.8 1.8
Total Current Liabilities 32.8 80.3 91.7 98.2 101.3
Total Long-term Debt 0.3 0.7 0.7 0.7 0.7
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities 2.5 2.7 2.7 2.7 2.7
Total Non-current Liabilities 2.8 3.4 3.4 3.4 3.4
Total Provisions 0.4 0.2 0.2 0.2 0.2
Total Liabilities 36.0 83.9 95.3 101.8 104.9
Shareholders' Equity 91.6 119.1 131.0 145.7 160.8
Minority Interests 25.4 28.9 35.6 42.3 49.6
Total Equity 117.0 148.0 166.6 188.0 210.4
Key Ratios

Jun-15A Jun-16A Jun-17A Jun-18F Jun-19F
Revenue Growth 7.1% 94.7% 18.8% 6.0% 5.4%
Operating EBITDA Growth (5%) 126% 44% (8%) 6%
Operating EBITDA Margin 11.0% 12.8% 15.5% 13.5% 13.5%
Net Cash Per Share (RM) 0.23 0.18 0.23 0.24 0.28
BVPS (RM) 0.41 0.47 0.51 0.57 0.63
Gross Interest Cover N/A N/A N/A N/A N/A
Effective Tax Rate 8.7% 21.4% 22.3% 23.0% 22.0%
Net Dividend Payout Ratio NA 26.9% 16.9% 21.7% 24.6%
Accounts Receivables Days 190.3 132.2 130.7 113.2 116.9
Inventory Days 60.56 38.31 48.77 67.46 70.67
Accounts Payables Days 89.65 64.11 77.40 89.05 93.28
ROIC (%) 18.9% 45.9% 39.2% 32.9% 30.0%
ROCE (%) 11.1% 22.6% 24.7% 20.2% 19.2%
Return On Awerage Assets 8.4% 15.6% 16.0% 13.0% 12.6%
Key Drivers

Jun-15A Jun-16A Jun-17A Jun-18F Jun-19F
ASP (% chg, main prod./serv.) 0.0% 6.5% 13.0% 0.0% 0.0%
Unit sales grth (%, main prod./serv.) 7.1% 52.1% 19.1% 7.0% 7.0%
Util. rate (%, main prod./serv.) N/A N/A N/A N/A N/A
ASP (% chg, 2ndary prod./serv.) N/A N/A N/A N/A N/A
Unit sales grth (%,2ndary prod/serv) N/A N/A N/A N/A N/A
Util. rate (%, 2ndary prod/senv) N/A N/A N/A N/A N/A
Unit raw mat ASP (%chg,main) N/A N/A N/A N/A N/A
Unit raw mat ASP (%chg,2ndary) N/A N/A N/A N/A N/A
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DISCLAIMER
The content of this report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by and
belongs to CGS-CIMB or CIMB Investment Bank Berhad (“CIMB’), as the case may be. Reports relating to a specific geographical area are
produced and distributed by the corresponding CGS-CIMB entity as listed in the table below. Reports relating to Malaysia are produced and
distributed by CIMB.
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.
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set
forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to
comply with these limitations may constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain
confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or
passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CGS-CIMB or CIMB, as
the case may be.
The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. CGS-
CIMB or CIMB, as the case may be, may or may not issue regular reports on the subject matter of this report at any frequency and may cease to do
so or change the periodicity of reports at any time. Neither CGS-CIMB nor CIMB has an obligation to update this report in the event of a material
change to the information contained in this report. Neither CGS-CIMB nor CIMB accepts any, obligation to (i) check or ensure that the contents of
this report remain current, reliable or relevant, (i) ensure that the content of this report constitutes all the information a prospective investor may
require, (iii) ensure the adequacy, accuracy, completeness, reliability or faimess of any views, opinions and information, and accordingly, CGS-CIMB
and CIMB, their respective affiliates and related persons including China Galaxy International Financial Holdings Limited (“*CGIFHL") and CIMB
Group Sdn. Bhd. (“CIMBG”) and their respective related corporations (and their respective directors, associates, connected persons and/or
employees) shall not be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or consequential
losses, loss of profits and damages) of any reliance thereon or usage thereof. In particular, CGS-CIMB and CIMB disclaim all responsibility and
liability for the views and opinions set out in this report.
Unless otherwise specified, this report is based upon sources which CGS-CIMB or CIMB, as the case may be, considers to be reasonable. Such
sources will, unless otherwise specified, for market data, be market data and prices available from the main stock exchange or market where the
relevant security is listed, or, where appropriate, any other market. Information on the accounts and business of company(ies) will generally be
based on published statements of the company(ies), information disseminated by regulatory information services, other publicly available information
and information resulting from our research.
Whilst every effort is made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of
opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the
document in which they are contained and must not be construed as a representation that the matters referred to therein will occur. Past
performance is not a reliable indicator of future performance. The value of investments may go down as well as up and those investing may,
depending on the investments in question, lose more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of
CGS-CIMB or CIMB, as the case may be, or any of their respective affiliates (including CGIFHL, CIMBG and their respective related corporations) to
any person to buy or sell any investments.
CGS-CIMB, CIMB, their respective affiliates and related corporations (including CGIFHL, CIMBG and their respective related corporations) and/or
their respective directors, associates, connected parties and/or employees may own or have positions in securities of the company(ies) covered in
this research report or any securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such
securities. Further, CGS-CIMB, CIMB, their respective affiliates and their respective related corporations (including CGIFHL, CIMBG and their
respective related corporations) do and seek to do business with the company(ies) covered in this research report and may from time to time act as
market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a
principal basis and may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to
such company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report.
CGS-CIMB, CIMB or their respective affiliates (including CGIFHL, CIMBG and their respective related corporations) may enter into an agreement
with the company(ies) covered in this report relating to the production of research reports. CGS-CIMB or CIMB, as the case may be, may disclose
the contents of this report to the company(ies) covered by it and may have amended the contents of this report following such disclosure.
The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or her
personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and
autonomously. No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific
recommendations(s) or view(s) in this report. The analyst(s) who prepared this research report is prohibited from receiving any compensation,
incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular
company. Information barriers and other arrangements may be established where necessary to prevent conflicts of interests arising. However, the
analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of
his/their recommendations and the research personnel involved in the preparation of this report may also participate in the solicitation of the
businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing, among other things,
may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.
Reports relating to a specific geographical area are produced by the corresponding CGS-CIMB entity as listed in the table below. The term “CGS-
CIMB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in
every other case except as otherwise stated herein, CGS-CIMB Securities International Pte. Ltd. and its affiliates, subsidiaries and related
corporations.
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Country CGS-CIMB Entity Regulated by
Hong Kong CIMB Securities Limited Securities and Futures Commission Hong Kong
India CIMB Securities (India) Private Limited Securities and Exchange Board of India (SEBI)
Indonesia PT CIMB Sekuritas Indonesia Financial Services Authority of Indonesia
Singapore CGS-CIMB Research Pte. Ltd. Monetary Authority of Singapore
South Korea CIMB Securities Limited, Korea Branch Financial Services Commission and Financial Supervisory Service
Thailand CGS-CIMB Securities (Thailand) Co. Ltd. Securities and Exchange Commission Thailand
Reports relating to Malaysia are produced by CIMB as listed in the table below:
Country CIMB Entity Regulated by
Malaysia CIMB Investment Bank Berhad Securities Commission Malaysia

Other Significant Financial Interests:

(i) As of February 27, 2018 CIMB has a proprietary position in the securities (which may include but not limited to shares, warrants, call warrants
and/or any other derivatives) in the following company or companies covered or recommended in this report:
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research. Any such non-independent material must be considered as a marketing communication.

United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S. registered broker-dealer and
a related company of CGS-CIMB Research Pte Ltd, PT CIMB Sekuritas Indonesia, CGS-CIMB Securities (Thailand) Co. Ltd, CIMB Securities
Limited, CIMB Securities (India) Private Limited, and is distributed solely to persons who qualify as “U.S. Institutional Investors” as defined in Rule
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involve investing in shares, bonds, and associated securities and/or derivative securities and who have professional experience in such investments.
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Distribution of stock ratings and investment banking clients for quarter ended on 31 December 2017
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Rating Distribution (%) Investment Banking clients (%)
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Hold 31.7% 2.6%
Reduce 9.0% 0.7%
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Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai IOD) in
2017, Anti-Corruption 2017

AAV - Very Good, n/a, ADVANC - Excellent, Certified, AEONTS - Good, n/a, AMATA — Very Good, n/a, ANAN - Excellent, n/a, AOT —
Excellent, Declared, AP — Excellent, Declared, ASK - Very Good, Declared, ASP - Very Good, Certified, BANPU — Excellent, Certified, BAY -
Excellent, Certified, BBL — Very Good, Certified, BCH — Good, Declared, BCP - Excellent, Certified, BCPG - Very Good, n/a, BEM - Very Good,
n/a, BDMS - Very Good, n/a, BEAUTY - Good, n/a, BEC - Very Good, n/a, , BGRIM - not available, n/a, BH - Good, n/a, BJC — Very Good,
Declared, BJCHI - Very Good, Declared, BLA — Very Good, Certified, BPP — Good, n/a, BR - Good, Declared, BTS - Excellent, Certified, CBG -
Good, n/a, CCET — Good, n/a, CENTEL - Very Good, Certified, CHG — Very Good, Declared, CK — Excellent, n/a, COL — Very Good, Declared,
CPALL - not available, Declared, CPF — Excellent, Declared, CPN - Excellent, Certified, DELTA - Excellent, n/a, DEMCO — Excellent, Certified,
DIF - not available, n/a, DTAC — Excellent, Certified, EA — Very Good, n/a, ECL - Very Good, Certified, EGCO - Excellent, Certified, EPG — Very
Good, n/a, GFPT - Excellent, Declared, GGC — not available, Declared, GLOBAL - Very Good, Declared, GLOW - Very Good, Certified, GPSC
— Excellent, Declared, GRAMMY - Excellent, n/a, GUNKUL - Excellent, Declared, HANA - Excellent, Certified, HMPRO - Excellent, Certified,
ICHI - Excellent, n/a, lll - not available, n/a, INTUCH - Excellent, Certified, IRPC — Excellent, Certified, ITD — Very Good, n/a, IVL - Excellent,
Certified, JAS — not available, Declared, JASIF — not available, n/a, JUBILE — Good, Declared, KAMART - not available, n/a, KBANK -
Excellent, Certified, KCE - Excellent, Certified, KGI — Very Good, Certified, KKP - Excellent, Certified, KSL - Very Good, Certified, KTB -
Excellent, Certified, KTC — Excellent, Certified, LH - Very Good, n/a, LPN — Excellent, Certified, M — Very Good, n/a, MACO - Very Good, n/a,
MAJOR - Very Good, n/a, MAKRO - Very Good, Declared, MALEE - Very Good, n/a, MBKET - Very Good, Certified, MC — Very Good,
Declared, MCOT - Excellent, Certified, MEGA - Very Good, n/a, MINT - Excellent, Certified, MTLS - Very Good, Declared, NYT - Excellent, n/a,
OISHI - Very Good, n/a, PLANB - Excellent, Declared, PLAT — Very Good, Certified, PSH — Excellent, Certified, PSL - Excellent, Certified, PTT
- Excellent, Certified, PTTEP - Excellent, Certified, PTTGC - Excellent, Certified, QH — Excellent, Certified, RATCH — Excellent, Certified,
ROBINS - Excellent, Certified, RS - Very Good, n/a, SAMART - Excellent, n/a, SAPPE - Good, n/a, SAT - Excellent, Certified, SAWAD - Very
Good, n/a, SC — Excellent, Declared, SCB - Excellent, Certified, SCBLIF — not available, n/a, SCC — Excellent, Certified, SCN — Very Good,
Declared, SCCC - Excellent, Declared, SIM - Excellent, n/a, SIRI — Very Good, Declared, SPA - Good, n/a, SPALI - Excellent, n/a, SPRC -
Excellent, Declared, STA - Very Good, Declared, STEC — Excellent, n/a, SVI — Excellent, Certified, TASCO — Very Good, n/a, TCAP — Excellent,
Certified, THAI — Very Good, n/a, THANI — Very Good, Certified, THCOM — Excellent, Certified, THRE — Very Good, Certified, THREL -
Excellent, Certified, TICON - Very Good, Declared, TIPCO — Very Good, Certified, TISCO - Excellent, Certified, TK — Very Good, n/a, TKN —
Very Good, Declared, TMB - Excellent, Certified, TNR — Good, n/a, TOP - Excellent, Certified, TPCH — Good, n/a, TPIPP — not available, n/a,
TRUE - Excellent, Declared, TTW - Very Good, n/a, TU — Excellent, Declared, TVO — Excellent, Declared, UNIQ - not available, Declared, VGI
— Excellent, Declared, WHA — not available, Declared, WHART — not available, n/a, WORK - not available, n/a.

Companies participating in Thailand’s Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) under Thai
Institute of Directors (as of October 28, 2016) are categorized into:

- Companies that have declared their intention to join CAC, and

- Companies certified by CAC
Recommendation Framework
Stock Ratings Definition:
Add The stock’s total return is expected to exceed 10% over the next 12 months.
Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (i) the forward
net dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.
Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.
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