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Frontken Corp. Bhd (ree mx)

Upcycle industries euphoria

Improving fundamentals come with higher PER

There is much excitement over (i) the rollover of its Customer X’s
advanced technologies process to 7+nm this year, 6nm and 5nm next
year, (ii) growth in memory and sensors consumption and (iii) the ramp-
up in local O&G activities from 2Q19. Set against this favourable
backdrop, higher valuations are warranted, in our view, and we peg our
FY20E EPS to a higher PER of 23.5x (from 20x PER) based on +1.5std
above the mean, while maintaining our earnings forecasts for now. Still a
BUY with a higher TP of MYR1.85 (+27sen).

Topline still driven by the semiconductor segment

Following from a recent meeting, management shared its 1Q19 revenue
segmental breakdown by industry for the first time to provide a better
picture of its revenue portfolio. The Group’s 1Q19 revenue of MYR83.8m
(+18% YoY) was 77% driven by the semiconductor segment (+12% YoY) and
the rest was from the O&G segment (+51% YoY) (Fig. 3). Management
also broke down further its 1Q19 revenue contribution from its
semiconductor segment by technological nodes (Fig. 4).

Technological edge driving the growth

Management expects better works visibility in 2H19 in view of full
utilization of its Customer X’s 7nm and 7+nm for its customers’ new
model (i.e. Apple and AMD) launches this year. Management also posits
that the recent Qualcomm-Apple settlement will bring forward 5G
adoption and should propel demand for its Customer X’s advanced nodes.
In Singapore, we could see a pick-up in contributions from its sensor
solutions customer, with the latter having secured new customers -
Huawei and Xiaomi.

Sustainable O&G segment in the long run

Management explained that rising contribution from the O&G segment is
due to more repair and maintenance (R&M) and coating works for old
and new O&G equipment. This is as result of the increase in capex
spending by oil majors. The Company has also seen increasing enquiries
for its services and for longer-term contracts from its Customer P, which
is still in the renegotiation process on pricing for each package. On top
of this, the Company is targeting to secure new R&M works for 20 units
of rotating equipment from Customer M.

FYE Dec (MYR m) FY17A FY18A FY19E FY20E FY21E
Revenue 297 327 390 441 483
EBITDA 65 92 117 136 157
Core net profit 36 53 69 83 96
Core EPS (sen) 3.4 5.1 6.6 7.9 9.1
Core EPS growth (%) 98.8 50.0 29.9 19.3 15.8
Net DPS (sen) 0.5 1.5 2.0 2.4 2.7
Core P/E (x) 13.6 13.8 20.0 16.7 14.4
P/BV (x) 1.7 2.3 3.7 3.2 2.8
Net dividend yield (%) 1.1 2.1 1.5 1.8 2.1
ROAE (%) 11.0 17.2 19.8 20.5 20.6
ROAA (%) 8.5 12.0 14.5 15.7 16.3
EV/EBITDA (x) 6.3 6.7 10.6 9.0 7.7
Net gearing (%) (incl perps) net cash net cash net cash net cash net cash
Consensus net profit - - 67 77 86
MKE vs. Consensus (%) - - 2.9 8.1 12.0

Mohd Hafiz Hassan
mohdhafiz.ha@maybank-ib.com
(603) 2082 6819

Maybank B Research

BUY

Share Price MYR 1.32
12m Price Target MYR 1.85 (+40%)
Previous Price Target MYR 1.58

Company Description

Frontken specialises in engineering and precision
cleaning services, mostly for semiconductors and O&G
markets in Taiwan, Singapore and Malaysia.

Statistics
52w high/low (MYR) 1.40/0.41
3m avg turnover (USDm) 3.0
Free float (%) 47.6
Issued shares (m) 1,053
Market capitalisation MYR1.4B
USD335M
Major shareholders:
Dazzle Clean Ltd 27.8%
Ooi Keng Thye 14.5%
CIMB-Principal Asset Management 5.2%
Price Performance
1.40 - - 650
1.20 | - 550
1.00 | - 450
0.80 - - 350
0.60 - - 250
0.40 - MMM’NMM - 150

0.20 -~ T T T T T 50
May-17 Sep-17 Jan-18 May-18 Sep-18 Jan-19 May-19

——Frontken Corp - (LHS, MYR)
Frontken Corp / Kuala Lumpur Composite Index - (RHS, %)

-1M -3M -12M
Absolute (%) 15 52 230
Relative to index (%) 15 56 272

Source: FactSet

THIS REPORT HAS BEEN PREPARED BY MAYBANK INVESTMENT BANK BERHAD

PP16832/01/2013 (031128)

SEE PAGE 8 FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS



Frontken Corp. Bhd @ Maybank B Research

Valuation

We now value Frontken by ascribing to our FY20E EPS a higher PER of 23.5x (from
20x), which is +1.5 standard deviation above the company's average historical 1-
year forward PER (previously +1.0 standard deviation above) (Fig. 5).

This is justified, in our view, given that we project a robust 2-year (2018-2020E)
earnings CAGR of 24.5%, driven by improving fundamentals for both the global
semiconductor and local O&G industries.

We forecast strong earnings growth of 29.9% in FY19E and 19.3% in FY20E. We
also expect Frontken’s ROE to trend higher to 20.5% by FY20E from 17.2% in
FY18.

At our revised target price of MYR1.85 (MYR1.58 previously), the stock would
trade at a PEG of just 0.96x. Our target price of MYR1.85 also implies a lower ex-
net cash FY20E PER of 21.3x.

Since 80% of Frontken’s revenue is derived from the semiconductor segment, of
which 54% is contributed by its semiconductor segment in Taiwan, we think the
most direct comparable peer is Shih Her Technologies (3551 TT; Not Rated).
There are no consensus earnings forecasts for Shih Her Technologies, but
Frontken’s higher historical 2018 PER of 26.5x relative to Shih Her’s 15.1x is
justified in our view, given the former’s superior ROEs (Fig. 1).

Fig 1: Frontken’s and Shih Her Technologies’ historical ROE
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Source: Company data

While there are no direct comparable peers in Malaysia with the same
semiconductor operations as Frontken, we think its indirect comparable peer for
its O&G segment in Malaysia is Serba Dinamik (SDH MK; Not Rated).

Fig 2: Peer comparison (as of 3™ May 2019)

Compan Bimbg MktCap _ . ~ Price TP PER (x) PBV (x) ROE (%) Yield (%)

|
pany code (USD m) (LC) (LC) | CY18 CY19E CY20E | CY18 CY19E CY20E [ CY18 CY19E | CY18 CY19E
Frontken ~ FRCBMK 342.1 BUY 1.35 1.85 | 13.8  20.4 17.1 2.3 3.8 3.3 7.2 19.8 1.1 1.5

Direct peer for its semiconductor segment in Taiwan
Shih Her Tech 3551 TT  87.6 na 47.65 na 15.3 na na 1.0 na na 6.5 na na na

Indirect peer for its O&G segment in Malaysia
Serba Dinamik SDH MK 1,473.5 na 4.15 na 15.6 12.8 1.1 2.9 2.5 2.1 18.5 19.5 1.9 2.7

Source: Bloomberg, Company data, Maybank KE
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Fig 3: 1Q19 revenue breakdown by segment Fig 4: 1Q19 semiconductor segment contribution by nodes
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Value Proposition

Frontken is a leading service provider of cleaning and
coating of high-tech equipment in Malaysia and Taiwan.
Group earnings have reached an inflection point with
growth to pick up from increasing demand for advanced
chips and the recovery of O&G industries.

High barriers to entry for precision cleaning services due
to stringent customer compliance that require in-depth
knowledge, skills and expertise.

Highly cash generative with operating cash flow in FY18 of
MYR63.3m against net profit of MYR52.3m (depreciation
MYR17.3m) and FCF of MYR55.8m.

ROE has continued to improve from 4.3% in FY15 to 17.2%
in FY18, through better profit margins.

Sustainable FCF and OCF

MYR'm m Operating cash flow u Capex Free cash flow
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69
63
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“ “ 48.9 5.4
% 7.3
2 16.7
0- — - _ S o - -

7) @ ®)
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(20)
(28)

-40

FY15 FY16 FY17 FY18 FY19E

Source: Company, Maybank KE

Financial Metrics

We expect Frontken’s revenue to continue to grow in the
next three years on increasing demand for advanced chips
and improving O&G industries outlook.

Higher profit margins due to better services fees for
handling complex equipment of advanced wafer
fabrication process from 7nm and beyond.

Net cash position (13sen/sh) in FY18 on low borrowings
and strong cash flow.

The Group paid higher dividend in FY18 of 1.5sen (vs.
0.5sen in FY17), equal to a 30.1% payout ratio. We
forecast a 30% payout ahead, supported by strong FCF and
an increasing net cash position in FY19E-21E.

Net cash and strong FCF to support higher dividend payout

MYR'm Net cash (LHS) B FCF (LHS) ADPS (RHS) sah
250 - 3.0
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209.0
200 LD
1104
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Source: Company data, Maybank KE
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Price Drivers

Historical share price trend
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Source: Company, FactSet, Maybank Kim Eng

1. Achieved higher revenue from the semiconductor
business in Taiwan and recognition of one-off EPCC
project, which was the ATB project at Tanjung Bin.

2. Slump in oil and gas price naturally affected production
and maintenance activities, coupled with unfortunate
cost overrun in its ATB project.

3. The global semiconductor market grew at an impressive
rate throughout 2017 (+21.6% YoY), posting higher core
net profit of 99% YoY for Frontken.

4. CEO of Frontken, Ng Wai Pin emerged as the largest
shareholder after an indirect acquisition of 27.77% was
made via Dazzle Clean Ltd in Aug 2018.

5. Negative sentiment on the start of a slowdown in global
sales of smartphones to end users.

Swing Factors
Upside

= Higher utilisation rate of wafer fabrication equipment
and capacity expansion of logic foundry and memory
companies.

= Higher-than-expected work orders from new advanced
technological nodes.

= Rally in oil prices and higher capex that can spur O&G
activities.

Downside

= Lower utilisation rate on tapering demand for
smartphones and electronic devices.

= Lack of development in other markets and investment on
new advanced technological nodes.

= Sharp fall in oil prices and industry capex lead to lower
0&G sector demand for services.

mohdhafiz.ha@mavbank-ib.com B

4


mailto:mohdhafiz.ha@maybank-ib.com
mailto:mohdhafiz.ha@maybank-ib.com
mailto:mohdhafiz.ha@maybank-ib.com

Frontken Corp. Bhd

FYE 31 Dec FY17A FY18A FY19E FY20E FY21E
Key Metrics

P/E (reported) (x) 111 12.0 20.0 16.7 14.4
Core P/E (x) 13.6 13.8 20.0 16.7 14.4
P/BV (x) 1.7 2.3 3.7 3.2 2.8
P/NTA (x) 1.7 2.3 4.4 3.7 3.2
Net dividend yield (%) 1.1 2.1 1.5 1.8 2.1
FCF yield (%) 10.1 7.6 3.3 3.3 4.3
EV/EBITDA (x) 6.3 6.7 10.6 9.0 7.7
EV/EBIT (x) 8.8 8.3 12.4 10.3 8.7
INCOME STATEMENT (MYR m)

Revenue 296.6 327.2 390.3 441.2 483.1
Gross profit 104.8 126.6 160.1 182.5 205.8
EBITDA 64.8 92.5 117.4 136.2 156.5
Depreciation (18.5) (17.3) (16.7) (17.0) (17.5)
Amortisation 0.0 0.0 0.0 0.0 0.0
EBIT 46.3 75.2 100.7 119.1 139.0
Net interest income /(exp) 0.1) 0.3 0.1 0.1 0.2
Associates & JV 0.1) 0.1 0.0 0.0 0.0
Exceptionals 0.0 0.0 0.0 0.0 0.0
Other pretax income 0.0 0.0 0.0 0.0 0.0
Pretax profit 46.1 75.6 100.8 119.3 139.2
Income tax 9.7) (18.6) (25.1) (28.6) (33.4)
Minorities (6.6) (4.7) (6.3) (8.0) (10.1)
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit 29.9 52.3 69.3 82.7 95.8
Core net profit 35.6 53.4 69.3 82.7 95.8
BALANCE SHEET (MYR m)

Cash & Short Term Investments 129.3 149.9 174.0 193.1 221.1
Accounts receivable 97.0 113.6 147.2 185.3 229.2
Inventory 13.5 13.7 14.3 18.5 23.1
Reinsurance assets 0.0 0.0 0.0 0.0 0.0
Property, Plant & Equip (net) 150.0 140.4 127.5 118.5 109.0
Intangible assets 33.8 33.8 33.8 33.8 33.8
Investment in Associates & JVs 2.0 0.0 0.0 0.0 0.0
Other assets 5.5 3.7 3.7 3.7 3.7
Total assets 431.1 455.1 500.5 552.8 619.9
ST interest bearing debt 16.9 4.8 2.7 2.7 2.7
Accounts payable 79.6 81.6 76.9 65.7 58.7
Insurance contract liabilities 0.0 0.0 0.0 0.0 0.0
LT interest bearing debt 1.7 8.9 8.1 8.1 8.1
Other liabilities 17.0 15.0 15.0 15.0 15.0
Total Liabilities 125.1 110.4 103.0 91.8 84.8
Shareholders Equity 281.6 325.0 373.6 431.4 498.5
Minority Interest 24.4 19.6 24.0 29.6 36.6
Total shareholder equity 306.0 344.6 397.6 461.0 535.1
Total liabilities and equity 431.1 455.1 500.5 552.8 619.9
CASH FLOW (MYR m)

Pretax profit 46.1 75.6 100.8 119.3 139.2
Depreciation & amortisation 18.5 17.3 16.7 17.0 17.5
Adj net interest (income)/exp 0.1 (0.3) 0.1) (0.1) 0.2)
Change in working capital 6.9 (15.9) (38.9) (53.5) (55.6)
Cash taxes paid (7.9) (14.2) (25.1) (28.6) (33.4)
Other operating cash flow 5.4 (0.4) 0.0 0.0 0.0
Cash flow from operations 69.0 63.3 53.4 54.1 67.5
Capex (20.2) (7.5) (8.0) (8.0) (8.0)
Free cash flow 48.9 55.8 45.4 46.1 59.5
Dividends paid (7.2) (10.0) (22.7) (27.2) (31.7)
Equity raised / (purchased) 0.0 0.0 0.0 0.0 0.0
Change in Debt (0.2) (17.3) (1.9) 0.0 0.0
Other invest/financing cash flow (12.9) 0.2) 0.1 0.1 0.2
Effect of exch rate changes (6.4) 0.3 0.1 0.0 0.0
Net cash flow 22.2 28.7 21.0 19.0 28.0

May 8, 2019
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FYE 31 Dec FY17A FY18A FY19E FY20E FY21E
Key Ratios

Growth ratios (%)

Revenue growth 13.3 10.3 19.3 13.0 9.5
EBITDA growth 26.9 42.8 26.9 16.0 14.9
EBIT growth 36.8 62.4 33.9 18.3 16.7
Pretax growth 38.4 63.9 33.2 18.4 16.7
Reported net profit growth 49.0 75.0 32.7 19.3 15.8
Core net profit growth 98.8 50.0 29.9 19.3 15.8
Profitability ratios (%)

EBITDA margin 21.8 28.3 30.1 30.9 32.4
EBIT margin 15.6 23.0 25.8 27.0 28.8
Pretax profit margin 15.6 23.1 25.8 27.0 28.8
Payout ratio 17.5 30.1 30.0 30.0 30.0
DuPont analysis

Net profit margin (%) 10.1 16.0 17.8 18.7 19.8
Revenue/Assets (x) 0.7 0.7 0.8 0.8 0.8
Assets/Equity (x) 1.5 1.4 1.3 1.3 1.2
ROAE (%) 11.0 17.2 19.8 20.5 20.6
ROAA (%) 8.5 12.0 14.5 15.7 16.3
Liquidity & Efficiency

Cash conversion cycle (0.3) (4.4) 18.2 59.2 100.7
Days receivable outstanding 120.3 115.8 120.3 135.7 154.5
Days inventory outstanding 23.0 24.4 21.9 22.8 27.0
Days payables outstanding 143.5 144.6 123.9 99.2 80.8
Dividend cover (x) 5.7 3.3 3.3 3.3 3.3
Current ratio (x) 2.2 2.8 3.7 5.0 6.5
Leverage & Expense Analysis

Asset/Liability (x) 3.4 4.1 4.9 6.0 7.3
Net gearing (%) (incl perps) net cash net cash net cash net cash net cash
Net gearing (%) (excl. perps) net cash net cash net cash net cash net cash
Net interest cover (x) nm na na na na
Debt/EBITDA (x) 0.4 0.1 0.1 0.1 0.1
Capex/revenue (%) 6.8 2.3 2.0 1.8 1.7
Net debt/ (net cash) (100.7) (136.3) (163.2) (182.2) (210.2)

Source: Company; Maybank
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “MKE”) and consequently no representation is made as to the accuracy or completeness of this report by MKE and it should not be relied upon as such.
Accordingly, MKE and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct, indirect or consequential
losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at any time, without prior
notice.

” o« ” o« » o«

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”,
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. MKE expressly disclaims
any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence of
unanticipated events.

MKE and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time participate or
invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or holding, or
other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities mentioned in
the material presented in this report. One or more directors, officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report to the extent
permitted by law.

This report is prepared for the use of MKE’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any form or
manner without the prior express written consent of MKE and MKE and its Representatives accepts no liability whatsoever for the actions of third parties in this respect.

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. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia
Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank KERPL") in Singapore has no
obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact Maybank KERPL in Singapore in respect of any matters arising
from, or in connection with, this report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore
Securities and Futures Act), Maybank KERPL shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand
Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Kim Eng Securities (Thailand)
Public Company Limited. Maybank Kim Eng Securities (Thailand) Public Company Limited (“MBKET”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research reports of MBKET Institutional and Retail Research Department may differ in
either recommendation or target price, or both. MBKET Retail Research is intended for retail investors (http://kelive.maybank-ke.co.th) while Maybank Kim Eng Institutional Research is
intended only for institutional investors based outside Thailand only.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0D”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the 10D is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MBKET does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MBKET does not confirm, verify, or certify the accuracy and completeness of the assessment result.

us

This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All
responsibility for the distribution of this report by Maybank KESUSA in the US shall be borne by Maybank KESUSA. This report is not directed at you if MKE is prohibited or restricted by any
legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that Maybank KESUSA is permitted to provide research material
concerning investments to you under relevant legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned
within must do so with: Maybank Kim Eng Securities USA Inc. 400 Park Avenue, 11th Floor, New York, New York 10022, 1-(212) 688-8886 and not with, the issuer of this report.
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UK

This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL") which is authorized and regulated, by the Financial Conduct Authority and is for
Informational Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any
inclusion of a third party link is for the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the
individuals own risk. Nothing in this report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own
independent tax advisers.

DISCLOSURES

Legal Entities Disclosures

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of
Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by Maybank KERPL (Co. Reg No 198700034E) which is
regulated by the Monetary Authority of Singapore. Indonesia: PT Maybank Kim Eng Securities (“PTMKES”) (Reg. No. KEP-251/PM/1992) is @ member of the Indonesia Stock Exchange and is
regulated by the Financial Services Authority (Indonesia). Thailand: MBKET (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of
Finance and the Securities and Exchange Commission. Philippines: Maybank ATRKES (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities
and Exchange Commission. Vietnam: Maybank Kim Eng Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: KESHK
(Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: Kim Eng Securities India Private Limited (“KESI”) is a participant of the National Stock Exchange of
India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI") (Reg. No. INZ000010538). KESI is also registered with SEBI as Category 1
Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057) US: Maybank KESUSA is a member of/ and is authorized and regulated by the FINRA - Broker ID
27861. UK: Maybank KESL (Reg No 2377538) is authorized and regulated by the Financial Conduct Authority.

Disclosure of Interest

Malaysia: MKE and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or may
have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating to
those companies.

Singapore: As of 8 May 2019, Maybank KERPL and the covering analyst do not have any interest in any companies recommended in this research report.

Thailand: MBKET may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore,
Investors should exercise their own judgment before making any investment decisions. MBKET, its associates, directors, connected parties and/or employees may from time to time have
interests and/or underwriting commitments in the securities mentioned in this report.

Hong Kong: As of 8 May 2019, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.

India: As of 8 May 2019, and at the end of the month immediately preceding the date of publication of the research report, KESI, authoring analyst or their associate / relative does not hold
any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research report.

In the past twelve months KESI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the
research report on any account what so ever except as otherwise disclosed in the research report.

MKE may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the
entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned
or a related investment and may receive compensation for the services provided from the companies covered in this report.

OTHERS
Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

Reminder

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and
forward interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a
structured product should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase.

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of MKE.
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Historical recommendations and target price: Frontken Corp. Bhd (FRCB MK)

Maybank B Research
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Frontken Corp. Bhd
Definition of Ratings
Maybank Kim Eng Research uses the following rating system
BUY Return is expected to be above 10% in the next 12 months (excluding dividends)
HOLD Return is expected to be between - 10% to +10% in the next 12 months (excluding dividends)
SELL Return is expected to be below -10% in the next 12 months (excluding dividends)

Applicability of Ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only
applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment
ratings as we do not actively follow developments in these companies.
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