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AWC Berhad
Cashed up and ready for takeoff

B AWC'’s core expertise lies in facilities management, waste collection systems and
environmental businesses.

B Earnings are at an inflection point and ready to take off in FY16, driven by its
concession rate increase and strong growth in its environmental businesses.

B 40% of its market cap is cash and trading at FY17 P/E of 8.3x, ex-cash P/E of 4.7x.

B We initiate coverage with an Add rating. Our SOP-based target price is RM1.13,
with the business valued at a 10% discount to its larger-cap peer, UEM Edgenta.

Well-diversified and defensive earnings base

AWC, in our view, offers investors a well-balanced earnings base of stable, recurring
cashflows from its concession business and a fast-growing portfolio of environmental
businesses: 1) STREAM, a globally competitive underground waste collection system; 2)
QDT, a renowned plumbing engineering company; and 3) DDT, a rainwater harvesting
systems business.

Stable concession cashflow

AWC has been maintaining federal government buildings in the southern region and
Sarawak since 1998. Its concession, worth RM555m, was recently renewed for 10 years at
RM52m p.a. for the first five years (a 13% increase), stepping up thereafter. AWC was also
given a RM145m CARP concession at RM14.5m p.a. for 10 years. In addition, AWC
provides similar building maintenance work for commercial/private sector clients and the
healthcare segment. It recently won a RM90m concession for the Shah Alam hospital.

High-growth, high-margin environmental businesses

STREAM has more than 90% market share in Malaysia. QDT has been highly profitable,
as it operates in a very small niche market for high-end and high-rise buildings. DDT'’s
margins have also expanded sharply, as rainwater harvesting systems are increasingly
being made mandatory by the government in several states.

Earnings at an inflection point

We forecast a 3-year EPS CAGR of 33% from FY15-18, driven by 1) the 13%
concession rate increase, which falls straight to AWC'’s bottom line; 2) the CARP
programme and Shah Alam hospital; and 3) its high-margin environmental businesses.

40% of market cap is cash, with strong dividend upside potential
AWC’s net cash position stood at 24 sen as at end-Mar 16, with little to no borrowings.
The cash is unencumbered and in excess of operational requirements, according to
management. We believe that there is substantial scope for special dividends given that
the group has already locked in the concession rates for the next 10 years. Our forecast
dividend yields of 3.2-4.8% exclude any potential special dividends.

Trading at ex-cash FY17F P/E of only 4.5x

We initiate coverage with an Add rating and SOP-based target price of RM1.13, valuing the
business at a FY17F P/E of 11x, a 10% small-cap and liquidity discount to its larger peer,
UEM Edgenta. The stock is very cheap, trading at a FY17F P/E of 8.3x (ex-cash of only 4.7x)
vs. 3-year EPS CAGR of 33%. A potential catalyst is the strong upcoming 3QFY16 results.

Financial Summary

Jun-14A Jun-15A Jun-16F Jun-17F Jun-18F
Revenue (RMm) 119.5 128.0 221.0 256.5 268.8
Operating EBITDA (RMm) 14.86 14.15 28.95 35.15 38.87
Net Profit (RMm) 6.95 8.03 15.05 19.34 21.56
Core EPS (RM) 0.031 0.036 0.063 0.076 0.084
Core EPS Growth 52.6% 15.5% 75.6% 20.8% 11.5%
FD Core P/E (x) 20.26 17.55 9.99 8.27 7.42
DPS (RM) - - 0.020 0.025 0.030
Dividend Yield 0.00% 0.00% 3.20% 4.00% 4.80%
EV/EBITDA (x) 8.63 8.12 4.21 3.66 3.03
P/FCFE (x) NA 8.85 12.59 10.16 6.35
Net Gearing (37.8%) (43.9%) (45.0%) (45.6%) (50.4%)
P/BV (x) 1.78 1.54 1.58 1.40 1.25
ROE 9.3% 9.4% 15.6% 17.9% 17.8%

% Change In Core EPS Estimates
CIMB/consensus EPS (x)

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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Cashed up and ready for takeoff

Investment thesis

Stable and well-balanced earnings profile »

AWC’s earnings profile is well-balanced between stable, recurring cashflows
from its concession business and a fast-growing portfolio of environmental
businesses: 1) STREAM, a globally competitive underground waste collection
system, 2) QDT, a renowned plumbing engineering company and 3) DDT, a
rainwater harvesting systems business.

Figure 1: Earnings to take off in FY16
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Figure 2: Well-balanced and defensive earnings profile
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Concession renewed for another 10 years »

AWC has been maintaining 37 federal government buildings in four states
since 1998. Its concession, worth RM555m (US$139m), was recently renewed
for 10 years at RM52m (US$13m) p.a. for the first five years (a 13% increase),
with a step-up to RM59m (US$15m) p.a. thereafter. AWC was also given a
RM145m (US$36m) Critical Asset Refurbishment Programme (CARP)
concession at RM14.5m (US$3.6m) p.a. for 10 years, which involves the
replacement of old M&E equipment in government buildings. CARP is a new
income stream for AWC. In addition, AWC provides similar building
maintenance work for commercial/private sector clients and the healthcare
segment, albeit these are shorter-term in duration, from 1-3 years. It recently
won a RM90m (US$23m) concession for the Shah Alam hospital for five years.
AWC is also confident of winning more GLC maintenance contracts going
forward. Recent contract wins such as Shah Alam hospital and Menara Celcom
are testimony of AWC’s execution ability, in our view.

High-growth, high-margin environmental businesses »

STREAM has more than 90% market share in Malaysia (almost 30 projects)
and is installed in many government projects in Singapore such as HDB
developments, Changi Airport and Changi General Hospital (13 projects).
According to management, the system offers many benefits compared to
conventional waste collection systems. QDT and DDT were acquired in Oct 15.
QDT has been highly profitable, as it operates in a very small niche market for
high-end and high-rise buildings. The most recent high-profile project secured
was KL118. DDT’s margins have also expanded sharply from 17% in FY13 to
25% in FY15 as rainwater harvesting systems are increasingly being made
mandatory by the government in several states.
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Figure 3: STREAM’s Malaysian clientele
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Figure 4: STREAM'’s Singapore clientele
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Earnings at an inflection point »

We project a 3-year EPS CAGR of 33% from FY15-18, driven by 1) the 13%
increase in concession rate, which falls straight to AWC’s bottom line; 2) the
CARP programme and Shah Alam hospital; and 3) high-margin environmental
businesses — STREAM, QDT and DDT.

40% of market cap is cash, with strong dividend upside »

AWC’s business model requires very low capex and generates strong
operating cashflows. As a result, its net cash position stood at 24 sen as at
end-Mar 16, with minimal borrowings. The cash is unencumbered and in
excess of operational requirements, according to the company. We believe that
there is substantial scope for special dividends given that the group’s
concession rates have been locked in for the next 10 years. Our forecast
dividend yields of 3.2-4.8% exclude any potential special dividends. We
forecast net cash per share to rise to 27 sen in FY17F and 34 sen in FY18F.

Trading at ex-cash FY17F P/E of only 4.5x »

We initiate coverage with an Add rating and SOP-based target price of RM1.13,
valuing the business at a FY17F P/E of 11x, a 10% small-cap and liquidity
discount to its larger-cap peer, UEM Edgenta. We are the first research house
to initiate coverage on AWC. The stock is very cheap, trading at a FY17F P/E
of 8.3x, ex-cash of only 4.7x vs. a projected 3-year EPS CAGR of 33%. A
potential re-rating catalyst is the upcoming 3QFY16 results, which we expect to
be strong as the new concession rates take effect.

Figure 5: SOP-based target price

Share capital (m) 256

CY17 EPS (sen) 8.0
Target P/E 11.2
Value of business (RM/share) 0.89
Net cash per share 0.24
Target price 1.13
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Company background

Engineering and environmental specialist »

AWC'’s business is divided into three core activities undertaken by its various
subsidiaries: Facilities, Engineering and Environment.

Figure 6: AWC’s business divisions
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Facilities. The facilities division provides integrated facilities management
(IFM) services for buildings. This includes biomedical, facilities engineering
maintenance services, security and cleaning services. Within this division,
there are three sectors: Concession, Commercial and Healthcare.

1. Concession: AWC has been providing IFM services for 37 federal

government buildings in four states: in the Southern region (Johor,
Melaka, Negeri Sembilan and Sarawak since 1998. Its concession,
valued at RM555m (US$139m), was recently renewed for 10 years
from 1 Jan 2016 to 31 Dec 2025 at RM52m (US$13m) p.a. for the first
five years, stepping up to RM59m (US$15m) p.a. for the remaining five
years. This is an increase from RM46m (US$12m) p.a. for the previous
concession that expired in 2013. CARP is a new income stream for
AWC. It was given a RM145m (US$36m) Critical Asset Refurbishment
Programme (CARP) concession at RM14.5m (US$3.6m) p.a. for 10
years, which involves the replacement of old mechanical and electrical
(M&E) equipment in government buildings, at an already-pre-agreed-
upon timing, schedule of items and nature of work to be done.
Implementation progress is supervised by JKR (Ministry of Works) and
AWC is expected to provide consistent progress reports showing
status and update. The government pays AWC on a monthly basis. All
of AWC’s maintenance staff for the concession are Malaysians (no
foreign workers).

Commercial and Healthcare. AWC also provides similar building
maintenance work for commercial/private sector clients and also the
healthcare segment. These are shorter-term contracts that range from
1-3 years in duration. In Mar 16, AWC was awarded a maintenance
contract (to cover all engineering, cleaning and maintenance) for
RM90m (US$23m) over five years for the Shah Alam hospital by the
Malaysian government. Currently, under Healthcare, AWC maintains
the Cheras Rehabilitation Hospital and all state government clinics in
the state of Johor.
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Figure 7: Facilities division services
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Figure 8: Facilities division service scope
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Figure 9: On-going projects in Facilities Division
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Environment. STREAM Automated Waste Collection Systems (STREAM) is
AWC's proprietary brand that is 25 years old. This is an underground waste
collection system, based on vacuum technology. It transports municipal or
domestic solid waste through underground pipes at high speed from waste
chutes and outdoor load stations into a sealed container located up to 2.5km
away. AWC undertakes the design, supply, installation, testing and
commissioning of the system. In addition, it also undertakes operations and
maintenance services of its STREAM system for its clients. STREAM is
lucrative, and generates EBIT margins of 20-25%. Management claims that it
has over 90% of market share in Malaysia and has completed/ongoing works
for almost 30 buildings.
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Figure 11: How STREAM works (part 1)
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Figure 12: STREAM’s automatic waste collection system
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Engineering. There are two subsectors under the engineering division: 1)
M&E/HVAC/BMS and 2) Plumbing/rainwater harvesting.

1) AWC distributes several international brands of building controls and
engineering components for heating, ventilation & air-conditioning
systems (HVAC), and is a provider of building management systems
(BMS) in Malaysia and Singapore. It is also a contractor for
implementation of full air-conditioning systems for buildings and facilities.
This is an ultra-competitive and low-margin business, at estimated
gross margins of only 9-10%, but it complements AWC’s facilities
business; and

2) Plumbing and rainwater harvesting (RHCP). This division recently
expanded with the completion of the acquisition of Qudotech Sdn Bhd
(QDT) and DD Techniche (DDT) in Oct 15. QDT is a renowned player in
the plumbing industry, specializing in a very niche market — high-end
and high-rise residential and commercial developments. It has been
operating since 1995, and has completed over RM220m (US$55m) in
projects-to-date. DDT holds two exclusive dealerships for the
distribution of Rainwater Harvesting Components and Products (RHCP)
— German brand 3P Technik rainwater harvesting products and New
Zealand’'s JOBE part filled valves. It undertakes the design, supply and
installation of RHCP for new and refurbished buildings. AWC acquired
100% of QDT and DDT for RM26.5m (US$6.6m), which came with a net
profit guarantee of RM3.9m (US$1m) p.a. for FY16 and FY17. This
translates into an acquisition P/E of 6.8x, which is fair, in our view,
considering the niche and profitable nature of QDT and DDT. The
acquisition was satisfied by RM14.9m (US$3.7m) cash and the
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issuance of 30.7m new AWC shares. QDT has an outstanding
orderbook of RM130m (US$33m), which will last for two years.

Figure 13: What is a building automation system? Figure 14: M&E/HVAC ongoing projects
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Figure 15: Niche high-profile plumbing jobs Figure 16: RHCP system partners
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Outlook
Facilities to provide stable recurring cashflow»
Over the next 10 years, AWC will see stable recurring revenues of

1) RM52m (US$13m) p.a. from the renewed concession from years 1-5,
and RM59m (US$15m) p.a. from years 6-10;

2) RM14.5m (US$3.6m) p.a. from years 1-10 from CARP; and
3) RM18m (US$4.5m)p.a. from years 1-5 from the Shah Alam hospital.

Figure 17: Recurring revenues (RMm)

Year 1 2 3 4 5 6 7 8 9 10
Concession 52 52 52 52 52 59 59 59 59 59
CARP 14.5 14.5 14.5 14.5 14.5 14.5 14.5 14.5 14.5 14.5
Shah Alam hospital 18 18 18 18 18

Total 84.5 84.5 84.5 84.5 84.5 735 73.5 73.5 73.5 735
EBIT @10% margin 8.45 8.45 8.45 8.45 8.45 7.35 7.35 7.35 7.35 7.35

SOURCES: CIMB, COMPANY REPORTS
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AWC sees huge potential in private sector contracts coming from a low base,
particularly from GLC-related companies. Five years ago, there was zero
contribution from the private sector. Recent high-profile wins such as Shah
Alam hospital, Menara Celcom and Herriot-Watt University have boosted its
credentials in the private sector space.

STREAM is globally competitive »
Benefits of STREAM

While most utilities such as water, sewerage, gas and power have evolved to
become underground infrastructure over time, waste collection methods remain
fairly ancient, continuing to use the ‘bucket’ system. Urban authorities continue
to face two problems: 1) irregular collection schedules due to the high number
of separate collection points coupled with frequent delays due to road
congestion; and 2) leachate (a.k.a “rubbish juice”) spillage into the streets
caused by conventional rear loader garbage trucks not being adequately
sealed. The STREAM container is completely sealed, thus guaranteeing that
no leachate spillage occurs during loading and transportation to the transfer
station. In addition, there is only a single collection point.

Figure 18: How STREAM differs from conventional waste collection
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Figure 19: Benefits of stream
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SOURCES: CIMB, COMPANY REPORTS
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The company has ongoing projects in Malaysia, Singapore, Hong Kong and
Abu Dhabi. STREAM is an internationally recognised brand with high-profile
projects in Singapore and Hong Kong. In Singapore, it has secured contracts
with Changi Airport Terminal 4, Tampines North HDB and Changi General
Hospital. In Hong Kong, STREAM is being implemented at the Cathay Pacific
Catering Centre. In Abu Dhabi, AWC continues to carry out work in the Al Raha
Development project, where STREAM was awarded the largest single contract
ever for automated waste collection systems in the world, according to
management.

Figure 20: STREAM’s Malaysian clientele Figure 21: STREAM'’s Singapore clientele

AUMAND JULAND st /) \ _—
e A Zmesm GROUP Tacurlh /% ) \ ? CRESCENDAS

M FL H0LDNGS S G t PARKWAY GROUP HEALTHCARE PTELTD iy

P icioe ot CHANGI s KA
da ® | R i
UEMC 4 ( 4 :
M.ggmg ij e ﬁ!‘g ‘ Earby MNITRY OF EALTH )3 Guowland = /\.pv l,T,D - URI; (@ Cﬂp taland
£ N s Aetercf e Rng g Grep 1P 181 R D(muTmms
Livmen

£ & & { )

N s © (@) MCLLand  [f cioE ¢
el oty Smcind. T 4 ({robeelan it HOMES  WihcluAsa

SINGAPORE LAND UMTED

Its biggest competitor in Singapore is Envac, the Swedish company that
invented the vacuum waste collection system over 50 years ago. However, its
operations are very Europe-centric. In Asia, its largest presence is in Korea and
Singapore. AWC’s management claims that it has joint-lead market share in
Singapore. According to management, Envac and STREAM command 80%
market share in Singapore, with STREAM at about 35-40%. In Malaysia, given
that this is a niche product, management claims that it has over 90% market
share, where Envac has minimal presence. The environmental division carries
the highest margins among all of AWC’s divisions, with pretax margins of 20-
25%, with average individual project sizes of RM2m-10m (US$0.5m-2m).
STREAM has an outstanding orderbook of RM105m (US$26m) currently.

Water — growing business »

We believe that the acquisition of QDT and DDT bodes well for AWC. Both are
players in niche and profitable segments of their respective markets. The
plumbing industry is fragmented. Management estimates the market size for
plumbing jobs in Malaysia at c.RM2bn (US$500m) annually, with the Klang
Valley commanding about half of this. The plumbing industry is generally
owned by sole proprietor tradesmen with little engineering expertise. In contrast,
QDT is a professionally run engineering outfit with particular expertise in high-
end and high-rise residential and commercial developments. It has been
awarded plumbing works for high-profile projects such as KL118, Puteri Cove
Residences, PNB 1194 and The Astaka, JB by mega contractors such as 1JM,
China State Construction Engineering, Daewoo E&C, BUCG Malaysia and
Samsung-UEM. Margins have been increasing as the company progressively
secured more complex and high-end projects.

While DDT was only started in 2012, this is a young upstart with a bright future,
in our view. Rainwater harvesting has become mandatory since 2011 in various
states (Perak, Selangor, Johor, Melaka, Kelantan and Perlis) as a component
of building plans for commercial and industrial buildings, semi-detached houses
and bungalows with roof area exceeding 100 sg. m. As other states continue to
follow suit in mandatory incorporation of rainwater harvesting systems, we
believe DDT is poised to capture greater market share. Management believes
that there are only 4-5 players in this industry; many of its competitors are
merely equipment traders, whereas DDT provides a one-stop-shop solution
that includes design, supply and installation services. DDT’s financials
demonstrate this very clearly. It turned profitable within a year of operation and
revenues and pretax margins have been climbing sharply since 2013.
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Figure 22: Qudotech Group Figure 23: DDT
RMm 2012 2013 2014 2015 RMm 2012 2013 2014 2015
Revenue 15.11 15.658 19.96 11.891 Revenue 0.621 2.341 3.511 4.74
Pretax profit 1.451 1.616 2.338 1.873 Pretax profit (0.12) 0.391 0.589 1.185
Net profit 1.069 1.185 1.719 1.43 Net profit (0.12) 0.377 0.455 0.914
Pretax margin 9.6% 10.3% 11.7% 15.8% Pretax margin -19.2% 16.7% 16.8% 25.0%
Net margin 7.1% 7.6% 8.6% 12.0% Net margin -19.2% 16.1% 13.0% 19.3%
SOURCES: CIMB, COMPANY REPORTS SOURCES: CIMB, COMPANY REPORTS

SWOT analysis »

AWC has a balanced revenue profile of recurring revenues from its Facilities
division of about ¢.50% and the remaining from project-based businesses with
high margins (environmental and engineering). Operating profit has also been
quite evenly split between Facilities (which is recurring), Environment and
Engineering (Figs 21 and 22). Its business model requires very low capex with
strong operating cashflows. As a result, AWC’s balance sheet is in a very
strong net cash position that continues to build yearly. The plumbing division is
highly profitable, as QDT operates in a very small niche market for high-end
and high-rise buildings.

Figure 24: EBIT breakdown in FY16F Figure 25: EBIT breakdown in FY18F

L

. Environmental,
Environmental, 41%

46%

SOURCES: CIMB, COMPANY REPORTS SOURCES: CIMB, COMPANY REPORTS
Figure 26: Revenue and net profit (RMm) to take off in FY16F
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The challenge for the niche environmental businesses is trying to grow the
overall industry size, as STREAM and RHCP are still at its early stages of
growth in Malaysia. Awareness of the products and the regulatory regime
requires improvement for the industry to take off in a big way. The adoption
rate for green technology is improving, but developers are frequently wary of
cost.

Figure 27: SWOT analysis

Strengths Opportunities

Increasing regulations for green technology will increase
Minimal competition for STREAM, QDT and DDT the market size
Net cash balance sheet Higher adoption rate of STREAM and RHCP
Concessions provide recurring income DDT has first-mover advantage in RHCP

Low capex business model

STREAM is a globally competive product

Weaknesses Threats

Niche markets are profitable, but small Strong profits could attract new players
Plumbing division operating at almost full capacity

Reliance on senior personnel at subsidiary level

Risks

Execution and delays »

Project execution and delay risks are typical challenges for project-based
companies. In AWC’s case, we believe that the HVAC division, which is subject
to the greatest competitive pressure, is most at risk of margin compression.
However, this division is not a major contributor to earnings at less than 5% of
group operating profit.

Green technology sector risk »

Due to the fact that the adoption of green technology requires additional cost,
together with the lack of knowledge on the benefits of green technology, the
adoption rate for green technology products might be slow. However, we
believe the increasing legislation towards the implementation of green
technology initiatives should eventually force mandatory adoption of AWC’s
products such as STREAM and DDT’s rainwater harvesting systems.

Dependence on key personnel »

As AWC is largely an investment holding company, the loss of senior personnel
at its key subsidiaries could affect the financial performance of the group. Post-
acquisition, QDT and DDT’s owners have agreed to stay on for a further three
years (plus two years by mutual agreement) while its second-line senior
management staff have agreed to stay on for another five years. Nexaldes (the
51%-owned environmental subsidiary that owns STREAM) is run by its
founders, Sri Skanda Rajah, aged 57, (who invented STREAM) and Jason Gan
(Executive Director), who remains committed to the company. Sri Rajah is the
Managing Director of Nexaldes.

Financials

2H16 earnings preview »

1HFYO06/16 revenue and net profit was already at 76% and 62% of FY15’s net
profit due to the consolidation of QDT and DDT’s earnings from Oct 15. We
expect 2H16 to be even stronger on a hoh basis (+100% hoh from RM10m
(US$2.5m) in net profit in 2H16 vs. RM5m (US$1.3m) in 1H16), driven by the
new concession rates starting 1 Jan 16, CARP programme, maintenance of the
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Shah Alam hospital and consolidation of QDT and DDT’s earnings. We expect
AWC to report 3Q16 results during the last week of May.

Earnings at an inflection point »

We forecast a three-year EPS CAGR of 33% from FY15-18 (Fig 26), driven by
the following factors

1)

2)

3)

4)

Facilities division. 76% jump in FY06/16 due to half-year contribution
from the renewal of the concession rates from RM46m (US$12m) to
RM52m (US$13m) a year. The rate increase falls straight to AWC's
operating profit, as costs remain unchanged. This explains the
increase in our EBIT estimate for the facilities division from 4.4% in
FY15 to 10% in FY16. FY17 will see full-year contribution from the
concession rate. In addition, AWC will also see new revenue/profit
contribution from two new projects: 1) the CARP programme (starting
Jan 16) and 2) maintenance of the Shah Alam hospital (secured in Feb
16).

Engineering division. The company will record a nine-month profit
contribution from the acquisition of QDT and DDT as the acquisition
was completed in Oct 15. FY17 will see full-year profit contribution from
QDT and DDT. QDT’s outstanding orderbook is RM130m (US$33m),
the bulk of which will be recognised in FY17-18, as QDT won RM81m
(US$20m) in new contracts in Jan-Feb16 for KL118 (RM62m)(US$16m)
and the MAS building (RM19m)(US$5m). The recognition for QDT’s
plumbing contracts is typically more back-ended as plumbing work
usually only begins after a piling and foundation has been completed
and the building has reached a certain floor. We forecast annual
contract wins of RM20m (US$5m) p.a. for QDT, based on an estimated
40% win rate of its RM tenderbook. We are forecasting DDT’s revenue
growth at 30% and estimate operating margin at 25%, in line with the
last two years, but believe this is conservative. As economies of scale
builds, there is substantial operating leverage in the business that
could drive margins sharply higher. For the M&E/HVAC division, we
forecast RM20m (US$5m) p.a. in new orders, based on a 10-15%
average win rate of its tenderbook of RM150m (US$38m).

Environment division. STREAM'’s operating profit is projected to jump
50% in FY16 from new job wins of RM34m (US$9m) in the past year.
Its outstanding orderbook of RM105m (US$26m) should help sustain
revenues in this division over the next two years. We forecast RM50m
(US$13m) in new job wins annually for STREAM, based on a 50% win
rate of its tenderbook of about RM100m (US$25m).

Tax rate normalises in FY16. STREAM'’s pioneer status expired in
FY15 and thus, its effective tax rate normalises to 23% from FY16,
although AWC is applying for further tax incentives.
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Figure 28: Segmental analysis

2015 2016F 2017F 2018F
Revenue (RMm) 128.0 221.0 256.5 268.8
Facilities 74.0 98.8 125.8 130.9
Concession 45.0 49.0 52.0 52.0
CARP 18.0 7.3 14.5 14.5
Commercial 28.0 28.0 30.8 35.4
Healthcare 9.3 10.0 10.5 11.0
Shah Alam hospital 0.0 4.5 18.0 18.0
Engineering 19.9 66.3 69.1 70.1
Plumbing 0.0 45.2 37.2 39.7
HVAC 19.9 20.0 6.7 6.7
DDT 0.0 6.2 8.0 10.4
Environment 34.2 56.0 61.6 67.8
EBIT (RMm) 13.1 27.4 33.4 37.1
Facilities 3.2 8.9 11.3 11.8
Engineering 1.9 6.0 8.4 10.2
Environment 8.0 12.5 13.7 15.1
EBIT margin (%)
Facilities 4% 9% 9% 9%
Engineering 9% 9% 12% 14%
Environment 23% 22% 22% 22%

SOURCES: CIMB, COMPANY REPORTS

Figure 29: Revenue by division (FY17F) Figure 30: EBIT by division (FY17F)

Environmental,
24%

Environmental,
41%

SOURCES: CIMB, COMPANY REPORTS SOURCES: CIMB, COMPANY REPORTS

Du Pont analysis »

Figure 31: Du Pont analysis

2012 2013 2014 2015 2016F 2017F 2018F
EBIT margin 10.5% 6.4% 11.1% 9.9% 12.4% 13.0% 13.8%
Asset turnover 0.76 0.93 0.81 0.84 1.18 1.21 1.14
Equity multiplier 2.04 2.18 1.88 1.67 1.84 1.86 1.84
ROE (%) 4.5% 6.4% 9.3% 9.5% 15.6% 17.9% 17.8%

SOURCES: CIMB, COMPANY REPORTS

We conducted a Du Pont analysis on AWC to identify the key drivers of its
ROE. We expect ROE to almost quadruple between FY12 and FY18, driven by
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1) EBIT margin expansion. The big jump in FY16 will be driven by the
increase in concession rates given by the Federal Government, which
falls straight to AWC'’s bottom line given marginal change in costs. The
acquisitions of QDT and DDT should be margin-accretive, as these are
niche and lucrative environmental businesses’;

2) Asset turnover. Again, FY16 is the inflection point, in our view, driven
by the same two factors. QDT, DDT and the concession rate increase
will improve asset turnover, as the asset base has not increased
meaningfully given that all three businesses are low capex in nature
while margins have expanded;

3) Equity multiplier/financial leverage has been decreasing given the net
cash build-up without any significant increase in capex or asset base.
This is an ROE drag but with improved capital management, there is
substantial scope for ROE expansion.

Sensitivity analysis »

As AWC’s earnings base is diversified, no single variable will affect earnings in
a material way. Nonetheless, we have identified a few variables that could
affect AWC’s net profit, mainly in the project-based businesses, as the
Facilities division is largely driven by long-term contracts.

Figure 32: Sensitivity analysis

For every FY17-18 EPS(%)
1% increase in Environmental margin 0.4%
RM10m increase in engineering orderbook 0.2%

Balance sheet: 40% of market cap is unencumbered cash »

AWC’s net cash position stood at 24 sen as at end-Dec 15, with minimal
borrowings. The cash is unencumbered and in excess of operational
requirements, according to management, as AWC runs a low-capex business
model. This represents almost 40% of AWC’s market capitalisation. We believe
that there is substantial scope for special dividends given that the group has
already locked in the rates of its IFM concession for the next 10 years. We
forecast net cash per share to rise to 27 sen in FY17F and 34 sen in FY18F.

Dividend policy »

AWC has no dividend policy. In FY14 and FY15 it did not pay a dividend, as
the concession with the federal government had expired in 2012 and AWC was
waiting for the renewal, which it obtained in Mar 16. AWC’s maintenance work

carried on from 2013-2015 via interim six-month contracts, but since clarity was
lacking, management was prudent and therefore did not declare any dividends.

We believe that AWC is now in an excellent position to resume dividend
payment. We have modeled in a 35% dividend payout ratio, excluding special
dividends, which we believe is very likely given that almost 40% of AWC'’s cash
is unencumbered and in excess of its operational requirements. Thus, we see
dividend yields rising from 3.2% to 4.8% in FY16-18, which is very conservative,
in our view. Assuming AWC pays out 100% of its concession cashflows as
dividends, this would translate to 2.5-3 sen/share, in line with our estimates.

Valuation and recommendation

Trading at ex-cash FY17F P/E of only 4.7x »

We initiate coverage on AWC with an Add rating and an SOP-based target
price of RM1.13. We value AWC’s business at a CY17F P/E of 11x, a 10%
(small-cap and liquidity discount) to its only other larger-cap-listed peer in a
similar segment, UEM Edgenta. UEM Edgenta operates primarily in healthcare,
infrastructure, oil and gas and water/environmental and has a global presence,
but is growing at a slower pace given its size. In our SOP-based target price,
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we have conservatively used 24 sen/share (as at end-Dec 15) but we forecast
net cash/share to rise to 27 sen in FY17. On that basis, AWC is trading at FY17
ex-cash P/E of only 4.7x.

Figure 33: SOP-based target price

Share capital (m) 256
CY17 EPS (sen) 8.0
Target P/E 11.2
Value of business (RM/share) 0.89
Net cash per share 0.24
Target price 1.13

We cross-check our analysis with a Gordon-growth based P/B multiple
valuation metric. Based on sustainable ROE of 17.1% (FY16-18F ROE
average), risk-free rate of 4%, COE of 8.3% and terminal growth rate of 2%,
the fair P/B multiple estimate is 2.4x. If we apply this to CY17F BVPS of 47 sen,
we derive a Gordon-growth based fair value of RM1.14, similar to our target
price.

Figure 34: Gordon growth TP sensitivity to terminal growth rate  Figure 35: Gordon growth TP sensitivity to ROE (at g=2%)

Terminal growth rate Target price (RM) ROE Target price (RM)
1% 1.05 | 17% 1.14
| 2% 1.14 | 18% 1.20
3% 1.26 19% 1.28
4% 1.44 20% 1.35

We believe that AWC has considerable P/E re-rating potential for the following
reasons:

1) There is no active research coverage on the stock thus far;
2) 40% of AWC’s market capitalisation is unencumbered cash;

3) AWC is trading at a FY17F ex-cash P/E of only 4.7x, vs. projected 3-
year EPS growth of 33%;

4) We believe that its earnings base offers investors a balanced earnings
profile of stable, recurring cashflows from its concession business and
a fast-growing portfolio of niche environmental businesses.

Figure 36: Sector Comparisons

Company Recom. Price Target Price Market Cap Core P/E (x) 2-year EPS Recurring ROE EV/EBITDA (x) Dividend Yield

(local curr)  (local curr) (US$m) FY16 FY17 CAGR (%) FY16 FY17 FY16 FY17 FY16 FY17
AWC Berhad Add 0.63 1.17 40 9.8 8.1 45.3% 15.6% 17.9% 4.1 36 33% 41%
UEM Edgenta NR 3.72 NR 793 131 124 13.0% 16.5% 18.5% 7.5 6.8 48% 52%
Msia average 11.5 103 16.1% 18.2% 5.8 52 4.0% 4.7%

SOURCES: CIMB, COMPANY REPORTS

Technical analysis

Major breakout at RM0.47 »

AWC’s monthly chart shows a major breakout for the stock at the RM0.47 level.
Since 2010, the stock has been trading in a channel and the stock finally broke
out of this trading range a few weeks ago. Monthly technical indicators are
positive. Weekly technical indicators remain positive although the RSI looks a
bit overbought at 80. In a strong medium-term uptrend, the RSI can remain
overbought for a few months or 1-2 years. The next major resistance is at
RMO0.95-RM1.00.
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Figure 37: AWC monthly price chart

0 WK By - Lot Pics 0435 [30

Fh /0 Ao pao

pre

Ilh fyred £
|||H-.L‘“ -lll :

|

i W
i - o

a T

¥ hijjt, N y
| ||' it P N
) | —

L I“”";L“; — 8
S :
—— -

i
o
- —
_ — T,
[ = =::‘\'” El:; :
: - - - e e N A .
" w0 o [w|  w ® w w - @ w u B 5 u 1 . v |

SOURCE: CIMB RESEARCH, BLOOMBERG

,J"' L.w*,o_l',;’,'t_”jli*iﬂ

e [ -
af il — Lot Price.
[RITTISREL A IJ;lu_‘A'-ﬂ-.TJ,-ﬂ-i:—.rﬁ_ e H '

2
High o (5/08(3 0435
55

-
Low on S5/ 025
8 SHAVG (40) on Close 041

|

16



Ind Goods & Services | Malaysia | Equity research | May 6, 2016 n CI M B

Appendix

Corporate structure and shareholding »

Dato’ Ahmad Kabeer is the largest shareholder of AWC at 34%, leaving the
balance as free float (66%). The company is listed on the Main Board of Bursa
Malaysia in the trading/services industry classification. Its paid-up capital is
256m shares at RM0.30 par value. Apart from an ESOS scheme, there are no
dilutive warrants outstanding. AWC operates as an investment holding
company with operating subsidiaries across three major divisions. The greatest
source of minority interest is Nexaldes Sdn Bhd (the environmental business
that owns STREAM), where it is 51%-owned by AWC and 49% owned by the
founders of Nexaldes.

Figure 39: AWC corporate structure

—

~
AWC

BERHAD

Facilities Division

Environmental Division

Engineering Division

». M8 CEngineering and
* " Trading Sdn Bhd"

Investment Holding Company
<7+ Toroka Eneray Sdn Bhd

(Abu Dhabi)
LEGEND - S
a - Nexaldes Abu Dhabi Branch Office. . Multl Link Environmental
b - Free Zone Company, United Amb Emirates Services LLC"
et
oLt
SOURCE: CIMB RESEARCH, COMPANY REPORTS
Figure 40: Board of Directors' Profile
Name Title Yrsin AWC Profile
Independent Dato' Nik obtained his degree in Economics from Universiti Malaya in 1976. He has over 25
Non-Executive years of banking experience and was the former CEO of BSN Commercial Bank Bhd for 8
Dato' Nik Mod Amin Bin Nik Abd Majid Chairman 7 years.
He is the largest shareholder of AWC. Dato' Kabeer started his career with Bank of Nova Scotia
Dato' Ahmad Kabeer bin Mohamed Nagoor Group CEO 11 in 1986 before becoming a lecturer at University Sains Malaysia from 1988-1994.
Senior
Independent
Non-Executive Datuk Syed is the Sr. Director of Business Operations & Sales Support for Asia in Western
Datuk Syed Hussian bin Syed Junid Director 5 Digital. He also sits on the board of Tanjung Offshore Bhd
Independent Dato' Sulaiman is currently the Managing Partner of Sulaiman, Jamella & Clement, a law firm.
Non-Executive He was formerly with the Royal Malaysian Police for 38 years and rose to the rank of Deputy
Dato' Sulaiman bin Mohd Yusof Director 8 Commissioner in 2006. He also sits on the Board of Syarikat Takaful Malaysia Bhd.
Independent Chantiran is a qualified Chartered Accountant and is currently the partner of Chantiran & Co and
Non-Executive C H & Associates. He has over 20 years of corporate finance experience and was Chief
N. Chantiran A/L Nagappan Director 8 Operating Officer of Magna Prima Bhd and Executive Director of Lityan Holdings.

SOURCES: CIMB, COMPANY REPORTS
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BY THE NUMBERS

Share price info
sh . (% ™ am 12M P/BV vs ROE 12-mth Fwd FD Core P/E vs FD Core EPS
are px perf. (%)

i 1.70 19.0% 96 Growth 130%
Relative 41.7 482 72.3 150 16.7% 8.6 107%
Absolut 7.4 471 2.

bsolute 3 62.3 1.30 14.3% 7.6 84%

i 9 6.6 61%
Major shareholders % held 110 12.0% o 390/'1
Dato' Ahmad Kabeer 34.0 o " 0
0.90 9.7% 4.6 16%

0.70 7.3% 36 7%
0.50 + T T T T T + 5.0% 2.6 + T T T T T + -30%

Jan-12A Jan-13A Jan-14A Jan-15A Jan-16F Jan-17F Jan-12A Jan-13A Jan-14A Jan-15A Jan-16F Jan-17F
@ Rolling P/BV (x) (Ihs) == ROE (rhs) e 12-mth Fwd Rolling FD Core P/E (x) (Ihs)
== D Core EPS Growth (rhs)

Profit & Loss

Revenue growth driven by increase in (RMm) Jun-14A Jun-15A Jun-16F Jun-17F Jun-18F
concession rates approved by the Total Net Revenues 119.5 128.0 221.0 256.5 268.8
government Gross I?roflt 41.4 40.9 66.8 76.8 84.9
Operating EBITDA 14.9 14.1 29.0 35.1 38.9
Depreciation And Amortisation (1.6) (1.5) (1.6) 1.7) (1.8)
Operating EBIT 13.2 12.7 27.4 33.4 37.1
Financial Income/(Expense) 0.5 0.1 0.2 0.4 0.5
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) 13.8 12.8 27.5 33.9 37.6
Exceptional ltems
Pre-tax Profit 13.8 12.8 27.5 33.9 37.6
Taxation (3.8) (1.1) (6.3) (7.8) 8.7)
Exceptional Income - post-tax
Profit After Tax 10.0 11.7 21.2 26.1 29.0
Minority Interests (3.0) (3.6) 6.1) (6.7) (7.4)
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 7.0 8.0 15.1 19.3 21.6
Recurring Net Profit 7.0 8.0 15.1 19.3 21.6
Fully Diluted Recurring Net Profit 7.0 8.0 15.1 19.3 21.6
Cash Flow
(RMm) Jun-14A Jun-15A Jun-16F Jun-17F Jun-18F
EBITDA 14.86 14.15 28.95 35.15 38.87
Highly cash generative and low capex Cash Flow from Invt. & Assoc.
business model Change In Working Capital -32.98 5.83 -6.67 -10.11 -3.51

(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense

Other Operating Cashflow 0.90 -2.40 0.00 0.00 0.00
Net Interest (Paid)/Received 0.00 0.00 0.00 0.00 0.00
Tax Paid -3.66 -2.59 -6.33 -7.79 -8.65
Cashflow From Operations -20.87 14.99 15.96 17.25 26.71
Capex -0.76 -1.46 -2.50 -1.50 -1.50

Disposals Of FAs/subsidiaries
Acq. Of Subsidiaries/investments

Other Investing Cashflow 0.53 3.24 0.00 0.00 0.00
Cash Flow From Investing -0.23 1.78 -2.50 -1.50 -1.50
Debt Raised/(repaid) -2.07 -0.86 -1.51 0.00 0.00
Proceeds From Issue Of Shares

Shares Repurchased 0.00 0.00

Dividends Paid 0.00 -7.35 -5.12 -6.40 -7.68
Preferred Dividends

Other Financing Cashflow 0.00 0.00 0.15 0.45 0.60
Cash Flow From Financing -2.07 -8.21 -6.48 -5.95 -7.08
Total Cash Generated -23.17 8.57 6.98 9.80 18.13
Free Cashflow To Equity -23.17 15.92 11.95 15.75 25.21

Free Cashflow To Firm -21.10 16.77 13.46 15.75 25.21
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ks CIMB

BY THE NUMBERS

Strong net cash position

Effective tax rate normalises on
expiry of the pioneer status for the

waste management business

Balance Sheet

(RMm) Jun-14A Jun-15A Jun-16F Jun-17F Jun-18F
Total Cash And Equivalents 43.4 53.6 60.5 70.3 88.4
Total Debtors 74.0 59.5 72.7 84.3 88.4
Inventories 11.4 17.5 30.3 35.1 36.8
Total Other Current Assets 2.9 2.5 2.5 2.5 2.5
Total Current Assets 131.6 133.1 165.9 192.2 216.0
Fixed Assets 6.8 8.2 9.1 8.9 8.6
Total Investments 1.9 2.8 2.8 2.8 2.8
Intangible Assets 5.9 5.9 5.9 5.9 5.9
Total Other Non-Current Assets 2.1 3.0 3.0 3.0 3.0
Total Non-current Assets 16.7 19.9 20.8 20.6 20.3
Short-term Debt 1.1 1.8 0.3 0.3 0.3
Current Portion of Long-Term Debt
Total Creditors 32.9 30.4 49.7 56.1 58.3
Other Current Liabilities 2.9 0.6 0.6 0.6 0.6
Total Current Liabilities 36.9 32.8 50.5 57.0 59.2
Total Long-term Debt 1.9 0.3 0.3 0.3 0.3
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities 2.5 2.5 2.5 2.5 2.5
Total Non-current Liabilities 4.4 2.8 2.8 2.8 2.8
Total Provisions 0.2 0.4 0.4 0.4 0.4
Total Liabilities 41.5 36.0 53.8 60.2 62.4
Shareholders' Equity 79.0 91.6 101.5 114.5 128.3
Minority Interests 27.8 25.4 31.5 38.2 45.6
Total Equity 106.8 117.0 133.0 152.7 174.0
Key Ratios

Jun-14A Jun-15A Jun-16F Jun-17F Jun-18F
Revenue Growth (17.6%) 7.1% 72.7% 16.1% 4.8%
Operating EBITDA Growth 30% (5%) 105% 21% 11%
Operating EBITDA Margin 12.4% 11.0% 13.1% 13.7% 14.5%
Net Cash Per Share (RM) 0.18 0.23 0.23 0.27 0.34
BVPS (RM) 0.35 0.41 0.40 0.45 0.50
Gross Interest Cover N/A N/A N/A N/A N/A
Effective Tax Rate 27.6% 8.7% 23.0% 23.0% 23.0%
Net Dividend Payout Ratio NA NA 24.0% 23.6% 25.4%
Accounts Receivables Days 193.9 190.3 109.4 111.7 117.2
Inventory Days 53.05 60.56 56.71 66.45 71.39
Accounts Payables Days 90.70 89.65 71.98 87.71 94.23
ROIC (%) 35.6% 18.9% 41.7% 45.7% 44.6%
ROCE (%) 13.1% 11.1% 21.7% 23.5% 22.9%
Return On Awverage Assets 8.7% 8.4% 16.1% 16.7% 16.5%
Key Drivers

Jun-14A Jun-15A Jun-16F Jun-17F Jun-18F
ASP (% chg, main prod./serv.) 0.0% 0.0% 6.5% 13.0% 0.0%
Unit sales grth (%, main prod./serv.) -17.6% 7.1% 52.1% 19.1% 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/serv) 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 #01
The content of this report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by and
belongs to CIMB and is 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 CIMB.
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. CIMB
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. CIMB is under no obligation to update this report in the event of a material change to the information contained in this report.
CIMB has no, and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant, (ii)
ensure that the content of this report constitutes all the information a prospective investor may require, (iii) ensure the adequacy, accuracy,
completeness, reliability or fairess of any views, opinions and information, and accordingly, CIMB, or any of their respective affiliates, or its
related persons (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, CIMB disclaims all responsibility and liability for the views and opinions set out in this report.
Unless otherwise specified, this report is based upon sources which CIMB 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 CIMB or its affiliates to any person to buy or sell any investments.
CIMB, its affiliates and related companies, their 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, CIMB, its affiliates and its related companies 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.
CIMB or its affiliates may enter into an agreement with the company(ies) covered in this report relating to the production of research reports.
CIMB 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. CIMB prohibits the analyst(s) who prepared this research report 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 CIMB entity as listed in the table below. The term “CIMB”
shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in
every other case, CIMB Group Holdings Berhad ("CIMBGH") and its affiliates, subsidiaries and related companies.
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Country 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 Securities Indonesia Financial Services Authority of Indonesia

Malaysia CIMB Investment Bank Berhad Securities Commission Malaysia

Singapore CIMB Research Pte. Ltd. Monetary Authority of Singapore

South Korea CIMB Securities Limited, Korea Branch Financial Services Commission and Financial Supervisory Service
Taiwan CIMB Securities Limited, Taiwan Branch Financial Supervisory Commission

Thailand CIMB Securities (Thailand) Co. Ltd. Securities and Exchange Commission Thailand

(i) As of May 5, 2016 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:

@ -

(ii) As of May 6, 2016, the analyst(s) who prepared this report, and the associate(s), has / have an interest 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:

(@ -

This report does not purport to contain all the information that a prospective investor may require. CIMB or any of its affiliates does not make any
guarantee, representation or warranty, express or implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such
information and opinion contained in this report. Neither CIMB nor any of its affiliates nor its related persons shall 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.

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB and its affiliates’
clients generally and does not have regard to the specific investment objectives, financial situation and the particular needs of any specific
person who may receive this report. The information and opinions in this report are not and should not be construed or considered as an offer,
recommendation or solicitation to buy or sell the subject securities, related investments or other financial instruments or any derivative
instrument, or any rights pertaining thereto.

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business,
financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this research report.
The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors.

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB Securities (Singapore) Pte. Ltd. and
CIMB Securities Limited. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of the
Corporations Act 2001 (Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other
person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and has
been prepared without taking into account the objectives, financial situation or needs of the individual recipient. CIMB Securities (Singapore) Pte.
Ltd. and CIMB Securities Limited do not hold, and are not required to hold an Australian financial services licence. CIMB Securities (Singapore)
Pte. Ltd. and CIMB Securities Limited rely on “passporting” exemptions for entities appropriately licensed by the Monetary Authority of Singapore
(under ASIC Class Order 03/1102) and the Securities and Futures Commission in Hong Kong (under ASIC Class Order 03/1103).

Canada: This research report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 — Research
Restrictions and Disclosure Requirements of the Investment Industry Regulatory Organization of Canada. For any research report distributed by
CIBC, further disclosures related to CIBC conflicts of interest can be found at https://researchcentral.cibcwm.com .

China: For the purpose of this report, the People’s Republic of China (“PRC”) does not include the Hong Kong Special Administrative Region, the
Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities
Regulatory Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing
information. The distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or
outside of PRC to buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional
investors and may not be provided to any person other than the original recipient and may not be reproduced or used for any other purpose.
France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer
to subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments
and it is not intended as a solicitation for the purchase of any financial instrument.

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the
time of the publication of the information.

The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that
neither the German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of
this report.

Hong Kong: This report is issued and distributed in Hong Kong by CIMB Securities Limited (“CHK”) which is licensed in Hong Kong by the
Securities and Futures Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance)
activities. Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CIMB
Securities Limited. The views and opinions in this research report are our own as of the date hereof and are subject to change. If the Financial
Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our obligations owed to such
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recipient therein are unaffected. CHK has no obligation to update its opinion or the information in this research report.

This publication is strictly confidential and is for private circulation only to clients of CHK.

CIMB Securities Limited does not make a market on the securities mentioned in the report.

India: This report is issued and distributed in India by CIMB Securities (India) Private Limited (“CIMB India”) which is registered with the National
Stock Exchange of India Limited and BSE Limited as a trading and clearing member under the Securities and Exchange Board of India (Stock
Brokers and Sub-Brokers) Regulations, 1992. In accordance with the provisions of Regulation 4(g) of the Securities and Exchange Board of India
(Investment Advisers) Regulations, 2013, CIMB India is not required to seek registration with the Securities and Exchange Board of India
(“SEBI") as an Investment Adviser. CIMB India is registered with SEBI as a Research Analyst pursuant to the SEBI (Research Analysts)
Regulations, 2014 ("Regulations").

This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for
and does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients
should rely on their own investigations and take their own professional advice before investment.

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or
filed or registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve
Bank of India. No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in
India is being made, or intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report.
The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of CIMB India and they have received compensation based upon various factors, including quality, accuracy and value of research, firm
profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or economists' compensation is not linked to
investment banking or capital markets transactions performed or proposed to be performed by CIMB India or its affiliates.

Indonesia: This report is issued and distributed by PT CIMB Securities Indonesia (“CIMBI”). The views and opinions in this research report are
our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the
Financial Conduct Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CIMBI has no obligation to update
its opinion or the information in this research report. Neither this report nor any copy hereof may be distributed in Indonesia or to any Indonesian
citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable Indonesian capital market laws and
regulations.

This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the
Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold
within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer
within the meaning of the Indonesian capital market law and regulations.

Ireland: CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CIMB acting
as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland.

Malaysia: This report is issued and distributed by CIMB Investment Bank Berhad (“CIMB”) solely for the benefit of and for the exclusive use of
our clients. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient,
our obligations owed to such recipient therein are unaffected. CIMB has no obligation to update, revise or reaffirm its opinion or the information in
this research reports after the date of this report.

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial
Advisers Act 2008.

Singapore: This report is issued and distributed by CIMB Research Pte Ltd (“CIMBR"). CIMBR is a financial adviser licensed under the Financial
Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research analyses or research reports, whether in
electronic, print or other form. Accordingly CIMBR is a subject to the applicable rules under the FAA unless it is able to avail itself to any
prescribed exemptions.

Recipients of this report are to contact CIMB Research Pte Ltd, 50 Raffles Place, #19-00 Singapore Land Tower, Singapore in respect of any
matters arising from, or in connection with this report. CIMBR has no obligation to update its opinion or the information in this research report.
This publication is strictly confidential and is for private circulation only. If you have not been sent this report by CIMBR directly, you may not rely,
use or disclose to anyone else this report or its contents.

If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CIMBR accepts legal responsibility for
the contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited investor,
expert investor or institutional investor, the recipient is deemed to acknowledge that CIMBR is exempt from certain requirements under the FAA
and its attendant regulations, and as such, is exempt from complying with the following :

(@) Section 25 of the FAA (obligation to disclose product information);

(b) Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may be
reasonably expected to rely on the recommendation) of the FAA;

(c) MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-NO3J;

(d) MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16];

(e) Section 36 (obligation on disclosure of interest in securities), and

(f) any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted
by applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice
notes as we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor
acknowledges that a CIMBR is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any
loss or damage arising from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available to
the recipient under Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any loss or damage arising
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from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available to the recipient under
Section 27 of the FAA.

CIMB Research Pte Ltd ("CIMBR"), its affiliates and related companies, their 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, CIMBR, its affiliates and its related companies 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.

As of May 5, 2016, CIMBR does not have a proprietary position in the recommended securities in this report.

CIMB Securities Singapore Pte Ltd and/or CIMB Bank does not make a market on the securities mentioned in the report.

South Korea: This report is issued and distributed in South Korea by CIMB Securities Limited, Korea Branch (“CIMB Korea”) which is licensed
as a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. In South Korea, this
report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market Act of Korea
(‘FSCMA").

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any
investment decision. This document does not constitute a public offering of securities.

CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services.

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The
distribution of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments
described herein and may not be forwarded to the public in Sweden.

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of
banks issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research).

Taiwan: This research report is not an offer or marketing of foreign securities in Taiwan. The securities as referred to in this research report have
not been and will not be registered with the Financial Supervisory Commission of the Republic of China pursuant to relevant securities laws and
regulations and may not be offered or sold within the Republic of China through a public offering or in circumstances which constitutes an offer or
a placement within the meaning of the Securities and Exchange Law of the Republic of China that requires a registration or approval of the
Financial Supervisory Commission of the Republic of China.

Thailand: This report is issued and distributed by CIMB Securities (Thailand) Company Limited (“CIMBS”) based upon sources believed to be
reliable (but their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at
after due and careful consideration for use as information for investment. Such opinions are subject to change without notice and CIMBS has no
obligation to update its opinion or the information in this research report.

If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our
obligations owed to such recipient are unaffected.

CIMB Securities (Thailand) Co., Ltd. may act or acts as Market Maker, and issuer and offerer of Derivative Warrants and Structured Note which
may have the following securities as its underlying securities. Investors should carefully read and study the details of the derivative warrants in
the prospectus before making investment decisions.

AAV, ADVANC, AMATA, ANAN, AOT, AP, BA, BANPU, BBL, BCP, BDMS, BEAUTY, BEC, BEM, BH, BJCHI, BLA, BLAND, BTS, CBG, CENTEL,
CHG, CK, CKP, CPALL, CPF, CPN, DELTA, DTAC, EARTH, EGCO, EPG, GL, GLOW, GPSC, GUNKUL, HANA, HMPRO, ICHI, INTUCH, IRPC,
ITD, IVL, JAS, KBANK, KCE, KKP, KTB, KTC, LH, LHBANK, LPN, M, MAJOR, MINT, PLANB, PLAT, PS, PTG, PTT, PTTEP, PTTGC, QH,
ROBINS, RS, S, SAMART, SAMTEL, SAWAD, SCB, SCC, SCCC, SCN, SGP, SIRI, SPALI, SPCG, STEC, STPI, SVI, TASCO, TCAP, THAI,
THCOM, TICON, TISCO, TMB, TOP, TPIPL, TRUE, TTA, TTCL, TTW, TU, UNIQ, UV, VGI, VNG, WHA, WORK.

Corporate Governance Report:

The disclosure of the survey result of the Thai Institute of Directors Association (‘IOD") 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 result may
be changed after that date. CIMBS does not confirm nor certify the accuracy of such survey result.

Score Range: 90 - 100 80 -89 70-79 Below 70 or No Survey Result
Description: Excellent Very Good Good N/A

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by,
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report
is being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than
the original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to
lead to the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory
of the United Arab Emirates.

United Kingdom: In the United Kingdom and European Economic Area, this report is being disseminated by CIMB Securities (UK) Limited
(“CIMB UK"). CIMB UK is authorized and regulated by the Financial Conduct Authority and its registered office is at 27 Knightsbridge, London,
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SW1X7YB. This report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible
counterparties and professional clients of CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5)
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c) fall within Article 49(2)(a) to (d)
(“high net worth companies, unincorporated associations etc”) of the Order; (d) are outside the United Kingdom, or () are persons to whom an
invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000) in
connection with any investments to which this report relates may otherwise lawfully be communicated or caused to be communicated (all such
persons together being referred to as “relevant persons”). This report is directed only at relevant persons and must not be acted on or relied on
by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons
and will be engaged in only with relevant persons.

Where this report is labelled as non-independent, it does not provide an impartial or objective assessment of the subject matter and does not
constitute independent “investment research” under the applicable rules of the Financial Conduct Authority in the UK. Consequently, any such
non-independent report will not have been prepared in accordance with legal requirements designed to promote the independence of investment
research and will not subject to any prohibition on dealing ahead of the dissemination of investment research. Any such non-independent report
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 CIMB Research Pte Ltd, CIMB Investment Bank Berhad, PT CIMB Securities Indonesia, 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 15a-6 under the Securities and Exchange Act of 1934. This communication is only for Institutional Investors whose
ordinary business activities involve investing in shares, bonds, and associated securities and/or derivative securities and who have professional
experience in such investments. Any person who is not a U.S. Institutional Investor or Major Institutional Investor must not rely on this
communication. The delivery of this research report to any person in the United States of America is not a recommendation to effect any
transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. CIMB Securities (USA) Inc, is a FINRA/SIPC
member and takes responsibility for the content of this report. For further information or to place an order in any of the above-mentioned
securities please contact a registered representative of CIMB Securities (USA) Inc.

CIMB Securities (USA) Inc does not make a market on the securities mentioned in the report.

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.

Distribution of stock ratings and investment banking clients for quarter ended on 31 March 2016
1539 companies under coverage for quarter ended on 31 March 2016

Rating Distribution (%) Investment Banking clients (%)
Add 59.2% 6.9%
Hold 30.9% 3.1%
Reduce 8.7% 0.5%

Spitzer Chart for stock being researched ( 2 year data )
AWC Berhad (AWCF MK)

=== Price Close

0.670
0.620
0.570
0.520
0.470
0.420
0.370
0.320
0.270

May-14 Sep-14 Jan-15 May-15 Sep-15 Jan-16
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Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai IOD) in
2015, Anti-Corruption Progress Indicator 2015.

AAV - Very Good, 3B, ADVANC - Excellent, 3A, AEONTS - Good, 1, AMATA - Very Good, 2, ANAN - Very Good, 3A, AOT - Very Good, 2, AP -
Good, 3A, ASK - Very Good, 3B, ASP - Very Good, 4, BANPU - Very Good, 4, BAY - Very Good, 4, BBL — Very Good, 4, BCH - not available,
no progress, BCP - Excellent, 5, BDMS - Very Good, 3B, BEAUTY — Good, 2, BEC - Good, 3B, BECL - Very Good, 3B, BH - Good, 2, BIGC -
Excellent, 3A, BJC - Good, 1, BLA - Very Good, 4, BMCL - Very Good, 1, BTS - Excellent, 3A, CBG — Good, 1, CCET - not available, 1,
CENTEL - Very Good, 3A, CHG - Good, 3B, CK — Excellent, 3B, COL — Very Good, 3A, CPALL — Good, 3A, CPF — Very Good, 3A, CPN -
Excellent, 5, DELTA - Very Good, 3A, DEMCO - Very Good, 3A, DTAC — Excellent, 3A, EA — not available, 3A, ECL — Good, 4, EGCO -
Excellent, 4, EPG — not available, 3B, GFPT - Very Good, 3A, GLOBAL - Very Good, 2, GLOW - Good, 3A, GRAMMY - Excellent, 3B, GUNKUL
— Very Good, 1, HANA - Excellent, 4, HEMRAJ — Very Good, 2, HMPRO - Excellent, 3A, ICHI — Very Good, 3A, INTUCH - Excellent, 4, ITD —
Good, 1, IVL - Excellent, 4, JAS - not available, 3A, JASIF — not available, no progress, JUBILE - Good, 3A, KAMART - not available, no
progress, KBANK - Excellent, 4, KCE - Excellent, 4, KGI — Good, 4, KKP — Excellent, 4, KSL — Very Good, 2, KTB - Excellent, 4, KTC — Very
Good, 3A, LH - Very Good, 3B, LPN — Excellent, 3A, M - Good, 2, MAJOR - Good, 1, MAKRO - Good, 3A, MBKET - Good, 2, MC — Very Good,
3A, MCOT - Excellent, 3A, MEGA — Very Good, 2, MINT - Excellent, 3A, MTLS — Good, 2, NYT - Good, no progress, OISHI - Very Good, 3B,
PLANB - Good, 3B, PS — Excellent, 3A, PSL - Excellent, 4, PTT - Excellent, 5, PTTEP - Excellent, 4, PTTGC - Excellent, 5, QH - Very Good, 2,
RATCH - Excellent, 3A, ROBINS — Excellent, 3A, RS - Very Good, 1, SAMART - Excellent, 3B, SAPPE - Good, 3B, SAT — Excellent, 5, SAWAD
- Good, 1, SC — Excellent, 3B, SCB - Excellent, 4, SCBLIF — not available, no progress, SCC — Excellent, 5, SCN — Good, 1, SCCC - Good, 3A,
SIM - Excellent, 3B, SIRI - Good, 1, SPALI - Excellent, 3A, SPRC - not available, no progress, STA — Very Good, 1, STEC - Very Good, 3B, SVI
- Very Good, 3A, TASCO - Very Good, 3A, TCAP — Very Good, 4, THAI — Very Good, 3A, THANI — Very Good, 5, THCOM - Excellent, 4, THRE
— Very Good, 3A, THREL - Very Good, 3A, TICON — Very Good, 3A, TISCO - Excellent, 4, TK — Very Good, 3B, TMB - Excellent, 4, TPCH -
Good, 3B, TOP - Excellent, 5, TRUE - Very Good, 2, TTW - Very Good, 2, TU — Very Good, 3A, VGI - Excellent, 3A, WHA — Good, 3A, WORK -
not available, no progress.

Comprises level 110 5 as follows:

Level 1: Committed

Level 2: Declared

Level 3: Established (3A: Established by Declaration of Intent, 3B: Established by Internal Commitment and Poalicy)
Level 4: Certified

Level 5: Extended.

CIMB 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.




