Malaysia Company Guide

MKH Bhd

Version 8 | Bloomberg: MKH MK | Reuters: METR.KL Refer to important disclosures at the end of this report
DBS Group Research . Equity 31 May 2017
BUY Compelling valuation
Last Traded Price ( 30 May 2017): RM2.49 (KLCI : 1,765.34) . . . o
Price Target 12-mth: RM3.00 (20% upside) (Prev RM3.58) Sustained earnings growth in FY17. After achieving a record
profit in FY16, MKH is poised to deliver an even stronger
Analyst performance in FY17, premised on the stellar performance from
QUAH He Wei, CFA +603 2604 3966 hewei@alliancedbs.com both its plantation and property divisions. These two key
divisions are expected to drive the group forward, allowing it to
What’s New have clear earnings visibility in FY17 against the backdrop of a
- challenging economic environment. MKH is currently trading at
o RIS a bargain valuation of 8x FY17 EPS which is unjustified. We
e Expect record earnings in FY17 reiterate our BUY call with a SOP-derived TP of RM3.00.
* Maintain BUY with revised TP of RM3.00 (post- Resilient property sales. MKH achieved FY16 property sales of
rights issue) RM776m (-7% y-o-y), broadly on par with its record sales of

RM835m in FY15. Management has guided for a flattish sales
target in FY17 due to the persistently soft sentiment in the
property market. Nevertheless, MKH's strong foothold in
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~m etative Tndex Kajang/Semenyih makes it the largest beneficiary of the
s 25 improved public transport connectivity via two MRT stations
o 205 within Kajang which will be operational by mid-CY17.
B = Meanwhile, its unbilled sales of RM638m will sustain its near-
25 20 term earnings momentum.
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Plantation to recover in FY17. MKH's fresh fruit bunches (FFB)
volume dropped 3% in FY16 due to the EI-Nino impact on
2HFY 16 production, but this is set to reverse in FY17 with the
recovery in FFB production. Also, a strong rebound in crude

—MKH Bhd (LHS) — Relative KLCI (RHS)

Forecasts and Valuation

FY RM 2016A 2017F 2018F 2019F : . S
= BERIREAT) 10235 10394 104(?6 103798 palm oil (CPO) price supports our 117% growth projection in
evenie g g C C FY17 plantation EBIT (33% of group’s FY17 EBIT). The
EBITDA 337 363 370 364 . : . - .
Bresin Profi 308 573 272 262 plantation business is already self-sustaining with strong cash
Net Profit 205 183 190 191 flows to pare down its US$ borrowings.
Net Pft (Pre Ex.) 149 183 190 191
Net Pft Gth (Pre-ex) (%) 31.0 22.5 4.1 0.4 Valuation:
EPS (sen) 48.9 33.0 32.7 32.9 MKH is a rare gem that offers both deep value and strong
EPS Pre Ex. (sen) 35.6 33.0 32.7 32.9 ) . . .
EPS Gth Pre Ex (%) 31 ) ) 0 earnings growth. Its current bargain valuation of 8x PE is
Diluted EPS (sen) 48.9 33.0 32.7 32.9 unjustified, in our view. Solid earnings delivery will be a strong
Net DPS (sen) 7.00 6.05 5.76 5.76 re-rating catalyst as investors start to appreciate MKH's value.
BV Per Share (sen) 305 258 273 300
PE (X) 5.1 7.5 7.6 7.6 q e
PE Pre Ex. (X) 7.0 7.5 7.6 76  KeyRisks to Our View: _
P/Cash Flow (X) 4.9 53 6.1 59 Margin compression. Rising construction cost could erode
EV/EBITDA (X) 4.8 5.1 5.0 4.9 profit margins for property projects. Exposure to fluctuations in
Net Div Yield (%) 2.8 2.4 2.3 2.3 ; ; g Al
P/Book Value (X 08 10 09 08 CPO prices can increase earnings volatility.
Net Debt/Equity (X) 0.4 0.3 0.2 0.1
ROAE (%) 172 135 126 115 At A Glance
Earnings Rev (%): . . . Issued Capital (m shrs) 426
0).
Consensus EPS (sen): 415 410 400 Mkt Cap (RMm/USSm) 1,061/248
Other Broker Recs: B: 1 S:0 H: 0 Major Shareholders (%)
Chen Choy & Sons Realt: 43.1
Source of all data on this page: Company, AllianceDBS, Bloomberg en Shoy & Sons Reatly
; Public Bank Grp Off Fund 9.8
Finance L.P
Free Float (%) 471
3m Avg. Daily Val (US$m) 0.28
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WHAT'S NEW

Steady quarter

2QFY17 within expectation: MKH registered a decent
2QFY17 core profit of RM38.7m (-14% g-0-q, -17% y-0-y)
after stripping out RM9.2m unrealised forex gain. This
accounts for 46% of our FY17 core profit projection.

Property remains the largest contributor: The property
division’s core EBIT came in at RM52m (+34% g-0-q, +3% y-
0-y), accounting for 74% of MKH’s 2QFY 17 core EBIT. This is
attributable to progress billings from ongoing projects in
Puncak Alam, Kajang, Semenyih and Cheras.

Slow start for property sales. 2QFY 17 property sales came in
at RM100m, taking THFY17 property sales to RM160m (-
48% y-0-y). Despite the seemingly weak sales, we expect its
new sales to improve substantially in 2HFY 17 as it has always
been MKH's practice in recent years to have more aggressive
launches in the 2H of its financial year. We understand that
its RM400m TR Residence project in Jalan Tun Razak has
received overwhelming response and is expected to boost its
sales significantly by 4QFY17. Meanwhile, unbilled sales came
down to RM638m (-10% g-0-q, -23% y-0-y) as a result of
weaker sales in THFY17.

Quarterly / Interim Income Statement (RMm)

Lower oil extraction rate. The plantation division’s 2QFY17
core EBIT dipped 42% g-0-q and 31% y-o-y to RM14.8m, as
the positive impact of high CPO price was offset by a lower-
than-expected oil extraction rate due to heavy rainfall in
2QFY17. Nevertheless, THFY17 plantation core EBIT of
RM27.3m is still significantly higher than THFY16's RM9.7m.

Maintain BUY with revised TP of RM3.00. Following the
completion of MKH's rights issue recently, we revised our
SOP-derived TP to RM3.00 to account for the larger share
base. We have imputed an unchanged 50% discount to our
property RNAV and employed DCF methodology for our
plantation valuation (7.1% WACC, 1.5% TG). We believe its
bargain valuation of 8x FY17 PE provides an attractive entry
level.

FY Sep 2Q2016 1Q2017 2Q2017 % chg yoy % chg gog
Revenue 322 261 278 (13.7) 6.5
Cost of Goods Sold (214) (165) (170) (20.6) 3.0
Gross Profit 109 96.3 108 0.1) 12.5
Other Oper. (Exp)/Inc (32.7) (23.8) (36.5) 1.6 53.4
Operating Profit 75.8 72.6 71.9 (5.1) (0.9)
Other Non Opg (Exp)/Inc 0.0 0.0 0.0 nm nm
Associates & JV Inc 0.32 (1.3) 0.1) nm (95.5)
Net Interest (Exp)/Inc (9.6) (9.8) (12.1) (25.9) (22.7)
Exceptional Gain/(Loss) 8.67 (4.2) 9.23 6.4 (320.1)
Pre-tax Profit 75.2 57.3 69.0 8.2) 20.5
Tax (18.1) (15.8) (20.4) 12.5 29.1
Minority Interest (1.8) (0.7) 0.7) 59.3 6.0
Net Profit 55.3 40.8 47.9 (13.4) 17.5
Net profit bef Except. 46.6 45.0 38.7 (17.1) (14.0)
EBITDA 83.8 80.1 82.4 (1.7) 2.8
Margins (%)

Gross Margins 33.7 36.9 39.0

Opg Profit Margins 23.5 27.8 25.9

Net Profit Margins 17.2 15.6 17.2

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

Earnings Drivers:

First-mover advantage. We expect MKH to do well in property
development, given its entrenched brand name in the Kajang-
Semenyih growth corridor and stronghold in the affordable
housing segment. This has placed the company in an enviable
position with property sales and unbilled sales continuing to
chalk new highs. Strong unbilled sales of RM705m imply clear
earnings visibility in the near term.

Healthy sales of affordable housing. MKH's projects continue to
be well-received in this challenging market because of its focus
on affordable housing. MKH's FY16 property sales came in at
RM776m (-7% y-0-y) which is a commendable performance.
The completion of MRT Line 1 by 2017 that will link the
Kajang/Semenyih growth corridor will be a strong catalyst for
MKH, given its 490-acre property land bank in that area.
Scarcity of land in Kajang also offers an advantage for MKH for
its future launches — they are expected to fetch premium
pricing, thanks to strong demand.

Cheapest plantation proxy. MKH'’s 16k-ha fully planted oil palm
estate in East Kalimantan has continued to register strong FFB
production because of the young age profile, though it was
slightly affected by the dry weather in early CY16. FY16 FFB
volume dropped 3% after surging by 36% in FY15. We project
FFB production will recover in FY17 (+16%) with an expected
yield of 29MT/ha, which is impressive given that the average
age of the oil palms at its estate is seven years.

Growing plantation contribution. Plantation EBIT contribution
made up ~16% of MKH’s FY16 EBIT, and this is likely to
continue to increase in tandem with rising FFB production. Also,
as the plantation estates mature, MKH will benefit significantly
from a CPO price recovery. The plantation business will
underpin the strong recurring earnings base for MKH going
forward, thus complementing its property business which is
project-based.

2756.5

2362.8

1969.0

1575.2

1181.4

787.6

393.8

0.0

451295.9

361036.7

270777.5

180518.3

90259.2

0.0

852.01

681.60

511.20

340.80

170.40

0.00

24.2

19.3

14.5

CPO ASP (RM/MT)

_ 2649 2729 2687
] 2056 I I
2015A 2016A 2017F 2018F 2019F
FFB production (MT)
. 442447
413262 431858
| 370000 357674
2015A 2016A 2017F 2018F 2019F
property sales (RMm)
835 o5
776 746 750
2015A 2016A 2017F 2018F 2019F
EBIT margin (%)
- 23.9 23.5 23.5 23.3
20.5
2015A 2016A 2017F 2018F 2019F

Source: Company, AllianceDBS

EIDBS ASIAN INSIGHTS

B DIBS VICKERS SECURITIES

Page 3



Company Guide
MKH Bhd

Balance Sheet:

Gearing for expansion. MKH's net gearing stood at 40% as at
end-Dec 2016. It may appear relatively high as ~34% of its
borrowings are used for its Indonesian plantation business
which started back in 2008. The estate is fully planted, and self-
sustaining and contributing earnings, enabling the group to
service borrowings. Meanwhile, its property business is still in
expansion mode with aggressive launches in recent years, as
MKH tries to ride on the booming property market in the
Kajang-Semenyih growth corridor.

Share Price Drivers:

Strong property sales. The weak sentiment towards the property
market has dampened interest in MKH. Therefore, it is critical
for MKH to deliver strong property sales to entrench its pole
position in Kajang/Semenyih. Its focus on affordable homes will
help the group to attract more buyers.

CPO price recovery. Given rising contribution from the
plantation business, a sustained recovery in CPO price remains a
key catalyst for MKH. With the tighter supply due to El Nino
phenomenon, CPO price strength may hold. It may be a
blessing in disguise as the group’s maturing oil palms could reap
the benefits of improving CPO prices when production peaks.

Key Risks:

Margin compression. Rising construction cost could erode
profit margins for property projects. Exposure to fluctuations in
CPO prices can increase earnings volatility.

Weaker property sales. Rising household debt and softer
consumer sentiment may lead to lower property sales. The
hurdles that potential buyers are facing in getting bank
financing have also resulted in generally lower sales.

Company Background

MKH is an established township developer in Kajang/Semenyih
and Greater Klang Valley with an uninterrupted 25-year profit
track record. It also has a plantation business with 16k ha of oil
palm estates in Indonesia, which has started to contribute
significantly.
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Key Assumptions

\ Driven by unbilled sales

Lower than
management’s target

FY Sep 2015A 2016A 2017F 2018F 2019F
CPO ASP (RM/MT) 2,014 2,056 2,649 2,729 2,687
FFB production (MT) 370,000 357,674 413,262 431,858 442,447
property sales (RMm) 835 776 746 750 795
EBIT margin (%) 20.5 23.9 23.5 23.3

Segmental Breakdown
FY Sep 2015A 2016A 2017F 2018F 2019F
Revenues (RMm)
Property development & 721 941 981 969 934
Hotel & property 34.8 39.1 40.2 41.4 42.7
Trading 65.0 71.8 74.0 76.2 78.5
Plantation 210 206 282 304 306
Others 10.4 16.1 16.1 16.1 16.1
Total 1,042 1,275 1,394 1,406 1,378
EBIT (RMm)
Property development & 153 228 203 194 187
Hotel & property 16.1 20.4 19.3 19.9 20.5
Trading 5.60 5.35 5.18 5.34 5.50
Plantation 324 49.4 107 119 114
Others 5.98 (3.4) (7.2) (7.7) (7.2)

Total 214 299 328 331 321

EBIT Margins (%)

Property development & 21.3 24.2 20.7 20.1 20.0

Hotel & property 46.2 52.2 48.0 48.0 48.0

Trading 8.6 7.4 7.0 7.0 7.0

Plantation 15.5 23.9 38.0 39.1 37.4

Others 57.3 (20.8) (44.8) (47.9) (44.8)
Total 20.5 23.5 23.5 23.5 23.3
Income Statement (RMm)

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

Revenue 1,042 1,275 1,394 1,406 1,378

Cost of Goods Sold (720) (848) (933) (930) (899)

Gross Profit 322 428 461 476 479

Other Opng (Exp)/Inc (108) (122) (133) (145) (158)

Operating Profit 214 305 328 331 321

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

Associates & JV Inc 0.07 (1.0) 0.0 0.0 0.0

Net Interest (Exp)/Inc (49.1) (51.9) (54.4) (58.6) (58.6)

Exceptional Gain/(Loss) (27.7) 55.7 0.0 0.0 0.0

Pre-tax Profit 137 308 273 272 262

Tax (41.2) (94.0) (79.2) (70.8) (60.2)

Minority Interest (9.3) (9.0) (10.9) (10.9) (10.5)

Preference Dividend 0.0 0.0 0.0 0.0 0.0

Net Profit 86.3 205 183 190 191

Net Profit before Except. 114 149 183 190 191

EBITDA 238 337 363 370 364

Growth

Revenue Gth (%) 29.2 22.4 9.3 0.9 (2.0

EBITDA Gth (%) 10.4 41.4 7.9 1.8 (1.7)

Opg Profit Gth (%) 10.2 42.9 7.3 1.0 (3.1)

Net Profit Gth (Pre-ex) (%) 16.4 31.0 22.5 4.1 0.4

Margins & Ratio

Gross Margins (%) 30.9 33.5 33.1 33.8 34.7

Opg Profit Margin (%) 20.5 23.9 23.5 235 233

Net Profit Margin (%) 8.3 16.1 13.1 13.5 13.9

ROAE (%) 8.1 17.2 13.5 12.6 1.5

ROA (%) 3.6 7.0 5.4 5.3 5.1

ROCE (%) 7.5 8.9 8.6 8.5 8.1

Div Payout Ratio (%) 34.0 14.3 18.3 17.6 17.5

Net Interest Cover (x) 4.3 5.9 6.0 5.6 5.5

Source: Company, AllianceDBS
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Quarterly / Interim Income Statement (RMm)

/ Within expectation

17.2 Steady margins

0.4 Healthy balance sheet
1.7
0.9
0.1

FY Sep 2Q2016 3Q2016 4Q2016 1Q2017 2Q2017
Revenue 322 282 404 261 278
Cost of Goods Sold (214) (177) (278) (165) (170)
Gross Profit 109 105 126 96.3 108
Other Oper. (Exp)/Inc (32.7) (36.5) (30.3) (23.8) (36.5)
Operating Profit 75.8 68.6 95.8 72.6 71.9
Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 0.0
Associates & JV Inc 0.32 (1.1) (0.4) (1.3) 0.1)
Net Interest (Exp)/Inc 9.6) 9.8) (22.8) (9.8 (12.1)
Exceptional Gain/(Loss) 8.67 4.92 7.43 4.2) 9.23
Pre-tax Profit 75.2 62.6 80.0 57.3 69.0
Tax (18.1) (22.6) (30.1) (15.8) (20.4)
Minority Interest (1.8) (2.4) 0.57 (0.7) 0.7)
Net Profit 55.3 37.7 50.4 40.8 47.9
Net profit bef Except. 46.6 32.8 43.0 45.0 38.7
EBITDA 83.8 75.5 104 80.1 82.4
Growth

Revenue Gth (%) 21.0 (12.5) 43.4 (35.5) 6.5
EBITDA Gth (%) 14.1 9.9) 38.1 (23.1) 2.8
Opg Profit Gth (%) 16.5 (9.5) 39.5 (24.2) 0.9)
Net Profit Gth (Pre-ex) (%) 73.6 (29.7) 31.1 4.6 (14.0)
Margins

Gross Margins (%) 33.7 37.3 31.2 36.9 39.0
Opg Profit Margins (%) 23.5 24.3 23.7 27.8

Net Profit Margins (%) 17.2 13.4 12.5 15.6

Balance Sheet (RMm)

FY Sep 2015A 2016A 2017F 2018F 2019F
Net Fixed Assets 211 218 282 343 399
Invts in Associates & JVs 12.5 14.0 14.0 14.0 14.0
Other LT Assets 1,201 1,739 1,762 1,785 1,809
Cash & ST Invts 269 301 411 490 577
Inventory 68.9 93.5 102 103 101
Debtors 211 223 244 246 241
Other Current Assets 621 656 698 697 681
Total Assets 2,594 3,245 3,513 3,677 3,823
ST Debt 287 264 264 264 264
Creditor 365 554 606 611 599
Other Current Liab 100 53.8 105 96.9 86.4
LT Debt 514 573 573 573 573
Other LT Liabilities 205 488 488 488 488
Shareholder’s Equity 1,102 1,278 1,431 1,588 1,746
Minority Interests 21.4 34.2 45.1 56.0 66.5
Total Cap. & Liab. 2,594 3,245 3,513 3,677 3,823
Non-Cash Wkg. Capital 435 365 333 338 338
Net Cash/(Debt) (532) (536) (426) (347) (260)
Debtors Turn (avg days) 63.1 62.0 61.1 63.5 64.4
Creditors Turn (avg days) 164.5 205.9 2359 249.2 257.9
Inventory Turn (avg days) 28.0 36.4 39.8 421 435
Asset Turnover (x) 0.4 0.4 0.4 0.4

Current Ratio (x) 1.6 1.5 1.5 1.6

Quick Ratio (x) 0.6 0.6 0.7 0.8

Net Debt/Equity (X) 0.5 0.4 0.3 0.2

Net Debt/Equity ex Ml (X) 0.5 0.4 0.3 0.2 0.1
Capex to Debt (%) 23.3 11.3 11.9 11.9 11.9
Z-Score (X) 1.7 1.6 NA NA NA

Source: Company, AllianceDBS

EIDBS ASIAN INSIGHTS
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Cash Flow Statement (RMm)

FY Sep 2015A 2016A 2017F 2018F 2019F
Pre-Tax Profit 137 308 273 272 262
Dep. & Amort. 24.5 32.6 35.8 39.4 43.4
Tax Paid (49.1) (78.6) (27.6) (79.2) (70.8)
Assoc. & JV Inc/(loss) 0.1) 1.00 0.0 0.0 0.0
Chg in Wkg.Cap. (49.0) (15.7) (19.7) 3.61 9.93
Other Operating CF 141 (34.0) 0.0 0.0 0.0
Net Operating CF 205 213 262 236 244
Capital Exp.(net) (187) (94.5) (100.0) (100.0) (100.0)
Other Invts.(net) (4.0 (4.6) (22.9) (22.9) (24.0)
Invts in Assoc. & JV 0.0 0.0 0.0 0.0 0.0
Div from Assoc & JV 0.0 0.0 0.0 0.0 0.0
Other Investing CF (5.2) (7.8) 0.0 0.0 0.0
Net Investing CF (196) (107) (123) (123) (124)
Div Paid (33.6) (29.4) (29.3) (33.5) (33.5)
Chg in Gross Debt 88.5 (25.9) 0.0 0.0 0.0
Capital Issues 0.0 0.0 0.0 0.0 0.0
Other Financing CF (12.8) (4.7) 0.0 0.0 0.0
Net Financing CF 42.2 (60.0) (29.3) (33.5) (33.5)
Currency Adjustments 21.7 (13.8) 0.0 0.0 0.0
Chgin Cash 72.6 32.7 109 79.5 86.9
Opg CFPS (sen) 60.5 54.7 50.8 399 40.3
Free CFPS (sen) 4.26 28.4 29.2 234 24.8
Source: Company, AllianceDBS
Target Price & Ratings History
320 RM
Date of  Closing -ty :
Report Price TEIGEE (e
p Price
300 ¢ 1 30 May 16 2.38 310  BUY
2: 10Jun 16 243 310  BUY
580 | 1 1 431 11?;Jjun 16 2.48 310  BUY
: ul 16 2.42 310  BUY
11 5 22 Aug 16 2.85 310  BUY
260 | 6: 26 Aug 16 2.73 310  BUY
7: 27 Sep 16 2.81 310  BUY
4 8: 22 Nov 16 2.76 310  BUY
240 & o: 28 Nov 16 2.82 329  BUY
] 10: 07 Dec 16 2.79 329  BUY
11: 03Jan17 2.78 329  BUY
2.20 T T T T T " 12: 28Feb 17 284 358  BUY
May-16 Jul-16 Sep-16 Nov-16 Jan-17 Mar-17 13 09 Mar 17 285 358 BUY

Note : Share price and Target price are adjusted for corporate actions.

Source: AllianceDBS
Analyst:  QUAH He Wei, CFA
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AllianceDBS recommendations are based an Absolute Total Return* Rating system, defined as follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total returni.e. >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame)

Share price appreciation + dividends

Completed Date: 31 May 2017 08:23:37 (MYT)
Dissemination Date: 31 May 2017 08:24:26 (MYT)

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

GENERAL DISCLOSURE/DISCLAIMER

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

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS
Bank Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively,
the “DBS Group”) have not conducted due diligence on any of the companies, verified any information or sources or taken into account any other
factors which we may consider to be relevant or appropriate in preparing the research. Accordingly, we do not make any representation or
warranty as to the accuracy, completeness or correctness of the research set out in this report. Opinions expressed are subject to change without
notice. This research is prepared for general circulation. Any recommendation contained in this document does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific addressee. This document is for the information of addressees
only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate independent legal or financial
advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit)
arising from any use of and/or reliance upon this document and/or further communication given in relation to this document. This document is not
to be construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons
associated with any of them may from time to time have interests in the securities mentioned in this document. The DBS Group, may have
positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and
other banking services for these companies.

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

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

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

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

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

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

ANALYST CERTIFICATION

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

COMPANY-SPECIFIC / REGULATORY DISCLOSURES
1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS"), DBSV HK or their subsidiaries and/or other affiliates do not
have a proprietary position in the securities recommended in this report as of 28 Apr 2017.

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

Compensation for investment banking services:

3. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of securities as a
manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons wishing to obtain further
information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document
should contact DBSVUSA exclusively.

Disclosure of previous investment recommendation produced:

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

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

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

General

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

Australia

This report is being distributed in Australia by DBS Bank Ltd. (“DBS") or DBS Vickers Securities (Singapore) Pte Ltd
("DBSVS"), both of which are exempted from the requirement to hold an Australian Financial Services Licence under the
Corporation Act 2001 (“CA") in respect of financial services provided to the recipients. Both DBS and DBSVS are regulated
by the Monetary Authority of Singapore under the laws of Singapore, which differ from Australian laws. Distribution of this
report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong

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

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

Indonesia

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

Malaysia

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

ey
P

Wong Ming Tek, Executive Director, ADBSR

Singapore

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

Thailand

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

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

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

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

Dubai

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

United States

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

Other
jurisdictions

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

AllianceDBS Research Sdn Bhd
(128540 V)
19th Floor, Menara Multi-Purpose, Capital Square,
8 Jalan Munshi Abdullah 50100
Kuala Lumpur, Malaysia.
Tel.: +603 2604 3333 Fax: +603 2604 3921 email : general@alliancedbs.com
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