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The STI has fallen by 17% over the past three months (14.6% YTD) post fears of a China slowdown, the surprise CNY devaluation and with the US Fed rate hike still on the table. It is trading below -1SD from the mean P/E (12.2x) and P/BV (1.1x). It is probable that equities may still continue to decline (by 6-8%) in the weeks ahead, before investors source for trough valuations. We peg re-entry points at 2,700pts (11.5x P/E), ie the depth of the Euro debt crisis. We also recommend selecting counters this period, in bracing for the bumpy ride ahead.
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Key market indices and economic data Indicators STI Index



Last Close Last 3M % chg YTD % chg 2,873.00



(17.0)



(14.6)



320.48



(17.2)



(15.8)



MSCI Singapore Index USDSGD Exchange Rate



1.40



(3.7)



(5.5)



Singapore 10YR Bond Yield %



2.62



10.7



14.8



Singapore 3M SIBOR %



27.3



100.0



FTSE ST Real Estate Index
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0.88



(18.2)



(10.2)



MSCI Singapore Financials Index



251.70



(17.0)



(15.1)



FTSE ST Small Cap Index
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(22.9)
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6.90



245.0



50.0



49.70
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0.2



1,136.40



(4.5)



(4.3)



42.81



(34.5)



(25.3)



Singapore Retail Sales Index (YoY) Singapore Manufacturing Index Gold Brent Crude (USD/bbl) WTI (USD/bbl)



39.34



(32.3)



(26.2)



COE (A < 1600cc and Taxis)



57,498



(16.2)



(12.7)



COE (B > 1600cc)



62,140



(19.9)
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Quarterly GDP (YoY) %



1.80



(35.7)
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Source: Bloomberg



Sector Weights OW : Banks, Property (High-end), Healthcare N:



Telcos, O&G, Plantations, Technology, Transport & Logistics, Non-Bank Financials



UW :



Consumer, REITs, Materials & Mining



1H15 results misses and the earnings downgrade trend continues. A recurring theme was also the weakness of regional currencies against the SGD, which eroded corporate earnings – especially for companies with offshore exposure. With Singapore’s growth prospects looking uncertain, we believe further downgrades could spill over into 2H15. The Singapore market may continue to be driven by external events, spanning from the contagious effects of growth slowing down in China to the CNY devaluation, which will affect low-cost manufacturers in ASEAN (who will find it harder to compete), as well as companies in Singapore which provide components to Chinese manufacturers (export decline). Oil and gas, and commodities are the most affected QTD. Concerns over a slowing Chinese economy drove oil and commodities prices to a six and 13-year low respectively. The stocks of companies in these two sectors were the hardest hit. Representatives from each segment include Noble (QTD: -41%) (NOBL SP, NR), Golden Agri Resources (QTD: -28%) (GGR SP, BUY, TP: SGD.0.48), Sembcorp Marine (QTD: -19%) (SMM SP, NEUTRAL; TP: SGD2.66). The REITs were also not spared and tumbled -15%, QTD, fuelled by fears of rate hikes and margin call concerns over private banking carry-trades. Stock selection remains crucial. We revise our FY15 STI target to 2,950 pts in view of the present macro uncertainties that could stretch over the next 3-6 months. In this climate, high earnings visibility and attractive valuations remain our key considerations. Flight to safety themes such as high dividend yields in times when macro uncertainties linger may not be the best option this period, since the US Federal Reserve (US Fed) rate hike is still on the table and yield spreads continue to widen. We prefer under-valued large-cap companies with strong balance sheets to withstand the ensuing interest rate hikes and market turmoil. We also like companies that generate stable and growing recurrent earnings, supported by net cash positions. Our recovery plays Top Picks are listed in the table below (more details in Figure 15).



Our Recovery Plays Top Picks P/E (x)



P/B (x)



Yield (%)



Dec-15F



Dec-15F



Dec-15F



Price



Target



SGD17.65



SGD23.30



10.2



1.1



3.5



BUY



First Resources



SGD1.47



SGD2.54



12.2



1.5



BUY



Ho Bee Investment



SGD1.93



SGD2.60



19.3



2.5 - 2.4



Keppel Corp



SGD6.49



SGD10.00



8.7



1.1



6.9



BUY



Ong Kian Lin +65 6232 3896



M1



SGD2.87



SGD3.72



14.5



6.7



7.1



BUY



[email protected]



Oversea-Chinese Banking Corp



SGD8.96



SGD11.70



9.1



1.1



4.1



BUY



Raffles Medical Group



SGD4.18



SGD5.50



36.5



4.2



1.3



BUY



Sembcorp Industries



SGD3.08



SGD3.90



8.0



1.0



5.0



BUY



Sheng Siong Group



SGD0.81
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21.8



5.2



4.1



BUY



Wing Tai



SGD1.60



SGD2.44



21.2



3.1



BUY



Source: RHB
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Strategy Strategy - Singapore- Singapore 27 August 2015 Figure 1: STI has corrected 17% over the past 3 months to 2,873 pts



Figure 2: STI is trading below -1SD from the mean P/E of 12.5x (Currently: 12.2x)
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Figure 3: STI is trading below -1SD from the mean P/BV, of 1.2x (Current: 1.1x)



Figure 4: STI is trading at +1SD from the yield of 4.0%
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Figure 5: STI returns in 1Q15 by sector (%)



Figure 6: STI returns in 2Q15 by sector (%)
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Figure 8: STI’s YTD returns (%)
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Figure 9: Performance of ASEAN currencies vs USD ASEAN
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Figure 10: Performance of North Asia currencies vs USD XXXUSD USDXXX
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0.0
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Trough Valuations Two-tiered bottoms Relative to developed market peers such as Hong Kong, Korea and Taiwan, the Straits Times Index (STI) has been trading in line, ie at 11-12x forward 2015 P/E, but we see value emerging as the index has fallen 17% over the past three months, and the valuation gap (on a P/E basis) is narrowing between emerging markets in ASEAN and Singapore. Given Singapore’s safe haven status, the recovery plays in its large-cap companies looks increasingly attractive. The STI is trading below -1SD from the mean P/E of 12.5x (currently: 12.2x) and -1SD from the mean P/BV of 1.2x (currently 1.1x). We believe that the continuing decline in equities by 6-8% is still probable in the weeks ahead, before investors relook at the Singapore market. We peg our trough valuations for the near term at a forward P/E of 11.5x, derived from the depths of the European debt crisis in 2011. This translates into an index value of 2,700 pts, or a further 6% downside. Nonetheless, market mood swings are a characteristic of the present macroeconomic uncertainties, which should see further downside risk if the China economy takes a turn for the worse. In that eventuality, we pegged our medium-term trough valuations at -2SD from the P/E multiple of 10.9x, which translates into an index value of 2,550 pts or a 11% downside. We advocate investors to bottom-fish when those levels are reached.



Figure 11: Valuations and performance of regional indices Price Performance Region
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Muted Showing In 2Q15 Dearth of positive surprises 2Q15’s report card largely disappointed as there were more earning misses from the oil & gas, technology and consumer sectors last quarter. These included large caps such as Dairy Farm, Petra Foods, Sembcorp Marine, Ezion and SilverLake. Out of the 76 sets of results released this far, 42% missed, which led to ensuing downgrades in earnings (53%), TP (58%) and recommendation (16%). A recurring theme was also the weakness in regional currencies against the SGD which eroded corporate earnings, especially those with offshore exposure. On the demand softening front, we saw no turnaround in sight last quarter, especially from consumer companies which reeled from softer markets and a lack of new products. Finance costs across corporations appeared manageable, and we have yet to see any material hikes despite the Swap Offer Rate (SOR)/Singapore Interbank Offered Rate (SIBOR) being on the uptrend. Figure 12: 2Q15 downgrades by sector No. Sector
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Source: RHB (eight companies out of 84 have not yet reported)



Figure 13: 16% of stocks in RHB’s coverage universe were de-rated following 2Q15 results No. Sector
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Strategy Strategy - Singapore- Singapore 27 August 2015 Sector mentions Banks remained in a bright spot, notwithstanding that loan growth slowed in 2Q15 but this was compensated by net interest margins (NIM) improving. We believe that DBS (DBS SP, BUY, TP: SGD23.30) will benefit the most from NIM expansion and its resilient asset quality. It is our top sector pick. Our banking analyst is OVERWEIGHT on the sector. For the consumer sector, earnings continued to limp along with soft demand and a lack of new products. Most earnings were below consensus expectations, and this will likely spill over to 2H15. The consumer sector’s performance is closely correlated to GDP growth, which appears lacking in this macroeconomic environment, with the weak consumption trends in Asia. The last quarter was further dragged down by currency weakness, which we do not expect to bottom out this year. Except for local demand names, we were, overall, downbeat on the consumer sector. In the property sector, results were largely in line. The absence of any lifting of property cooling measure at the National Day Rally on 23 Aug disappointed some investors. Nonetheless, without any government intervention, we believe the physical high-end segment may start to pick up next year. Thus, investors can start to position for this, with developers’ share price performance typically being a precursor to the physical market prices by around 2-4 quarters. NEUTRAL on the overall sector. For REITs, the office and hospitality REITs disappointed and missed distribution per unit (DPU) expectations, in the wake of softening rental demand sluggish tourism. Downgrade to UNDERWEIGHT for the overall sector, with further price declines nearer to the date of the US Fed interest rate hike. S-REITs currently trade at a 7.1% forward yield. Investors may turn into buyers at 8.0-8.5% yield levels. 2Q15 marked the oil & gas sector’s second consecutive quarter of an earnings shortfall. We cut sector-wide earnings estimates by 55%/40% for FY15F/FY16F Valuations are approaching the 2009 trough. In this climate, our oil & gas analyst believes there is a clear need to cherry-pick companies with the strongest long-term fundamentals and the ability to survive this downturn. Reiterate NEUTRAL. The technology sector underperformed in 2Q15 with 45% of the companies under our coverage underperforming consensus estimates. The earnings misses mostly came from the manufacturing sector due to a slowdown in demand from China and a mix of macro events. However, some key companies with revenue exposure mainly in USD with a cost base in local currency, backed by high net cash positions and a high dividend yield remain our Top Picks. NEUTRAL on the overall sector. The telcos delivered a mixed bag of results in 2Q15 with both Singtel and StarHub meeting expectations while M1 disappointed. Our sector call is still NEUTRAL due to concerns over a potentially disruptive fourth mobile network operator (MNO) entering the market.
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Sector Analysis Banks Sector 2Q15 core net profit growth was flat QoQ. The three listed Singapore banks (SG Banks) posted aggregate core net profit of SGD2,926m in 2Q15, flat when compared to 1Q15. For 1H15, sector core earnings improved 9% YoY. Oversea Chinese Banking Corp (OCBC) delivered the best performance with 2Q15 net profit up 5% QoQ, beating market expectations. United Overseas Bank’s (UOB) 5% QoQ decline in earnings was the weakest and fell slightly short of consensus estimates. Key trends in 2Q15 were: i) margins improved. Sector net interest income grew 2% QoQ mainly on a 6bps QoQ expansion in net interest margin (NIM) to 1.72%; ii) trading gains fell. Sector non-interest income was down 2% QoQ following the bump-up of trading and investment gains in 1Q15. This negated the 5.5% QoQ improvement in fee income; iii) asset quality was benign. Sector impairment charges fell 7% QoQ in 2Q15 due to the 24% QoQ drop in provisions at DBS. The annualised credit cost was stable at 20bps in 2Q15 and 21bps in 1H15. Sector gross impaired loans were 2.5% higher QoQ in 2Q15, lifting the YTD increase to 6.5%; and (iv) loan growth was muted. SG Banks’ loan portfolios were relatively unchanged in 2Q15 as demand for credit was depressed by slowing regional economies. This was exacerbated by depreciation of regional currencies. Earnings may grow 10.5% in FY15F. We expect SG Banks’ earnings to grow 10.5% in FY15F (2014: +14%) helped by: i) moderate NIM improvement that would compensate for slower loan growth of 5% (2014: +14%); ii) sustained momentum in fee income from wealth management and customer treasury flows; iii) credit cost manageable at 23bps; and iv) full 12-month contribution from OCBC Wing Hang that OCBC acquired in Jul 2014. Key risks to our earnings include a sharper-thanexpected slowdown in regional economies that would impact topline growth and exert pressure on asset quality. Stick with DBS. SG Banks are trading at 1.1x FY15F P/BV, which is -1SD from the historical mean. Macro and currency headwinds would likely mean continued price volatility in bank stocks. DBS (DBS SP, BUY, TP: SGD23.30) is our preferred pick given its healthy fee income businesses and resilient asset quality.



Consumer Continued weakening of consumption trend across all markets. 2Q15 results were mostly below consensus expectations, as most companies continue to be negatively affected by the weak consumption trend in Asia. With the exception of Sheng Siong and Neo Group, most of the consumer companies under our coverage have regional exposure. Accordingly, sales across most companies were down, resulting in negative operating leverage and lower profits. Not helped by weakness of regional currencies: YTD, the SGD has strengthened against regional currencies. This is negative for consumer companies with exposure overseas as the reporting currency is SGD/USD. Furthermore, in the case of companies like Petra Foods, a significant portion of cost is also denominated in USD while revenue is in local (IDR) currency. We do not expect this trend to reverse in 2H15. Prefer staples. We continue to prefer staples to discretionary consumer companies, given the weak consumption trends, as we expect earnings to be more resilient. Our BUYs in this space include Sheng Siong (SSG SP, BUY, TP: SGD 1.00) and Breadtalk (BREAD SP, BUY, TP: SGD:1.90). Value emerging in more beaten-up stocks. We are starting to see some value in beaten-up consumer names such as OSIM and Parkson Retail Asia. Both companies have large net cash piles (>30% of market cap), and the latter in particular we believe has sustainable dividend yields of >10% of the current price.



Materials & Mining 1H15 profit was a miss. Midas Holdings (MIDAS SP, NEUTRAL, TP: SGD0.35), the only materials stock in our Singapore coverage, reported 13% YoY growth in profit to CNY23m during 1H15, which accounted for 37% of our FY15 estimate. Its lowerthan-estimated profit was due to higher costs from soon-to-be-commissioned aluminium plates and its sheet plant. See important disclosures at the end of this report
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Strategy Strategy - Singapore- Singapore 27 August 2015 Remain optimistic on stronger 2H15. We expect Midas to deliver a stronger 2H15, aided by the commencement of trial operations at its new 100,000 tonnes pa plates and sheets business during 4Q15, which will effectively double its production capacity. To benefit from weak commodity prices. Midas will continue to benefit from low aluminium prices, as the base metal is the key raw material for its extrusion and the new aluminium plates and sheets businesses. Amidst the continuing oversupply of aluminium in China and in the global market, we estimate the metal to average USD1,700/tonne in FY15 and remain unchanged in FY16. Strong FY16 growth comes with risks. While we estimate FY16 profit growth of 77%, we remain cognisant of the incongruence relating to the company’s historical order inflow, delivery schedule and reported revenues/earnings. Moreover, the highly competitive nature of aluminium plates and sheets business in China may force Midas to keep margins lower initially, in order to build market presence. At present, only 16% of our estimated FY16 revenue is supported by a confirmed orderbook. Valuations seem expensive. Midas’ P/E valuation is expensive, while its ROE is significantly lower relative to its Hong Kong-listed peers. The share price has dropped sharply over last few weeks amidst weak macroeconomic environment and last traded at SGD0.24 (as on 25 Aug 2015). We assess the TP of the stock at SGD0.35 and have a NEUTRAL rating on the stock.



Non-Financials SGX’s (SGX SP, NEUTRAL, TP: SGD7.58) results were in line with our and consensus expectations. Annual Net profit growth for the next two years is forecast to be in the mid-single digits. Its 2015 P/E, which is in the mid-20s, is not cheap given the mild growth expected. We believe SGX’s share price will be range-bound, and are NEUTRAL on the stock. Its earnings are dependent on the securities market’s average daily turnover (ADT), which can fluctuate quite significantly in a short span of time. Hence, ADT is both a catalyst and a risk.



Oil & gas The second quarter was a difficult one for the oil & gas industry. Many of the small companies swung from a profitable position to break even or a faster-than-expected loss. Our sector-wide earnings downgrades of -55%/-40% for FY15/16F masks the wide disparity between the steadier performers (with less than 10% variance in changes to earnings forecasts) and companies that booked large negative surprises (-21% to -162%) – with nothing in between. That said, we highlight that sector valuations have departed significantly from fundamental valuations. For example, Ezion is still expected to register multi-year earnings growth after the dip this year, but trades at 0.48x P/BV. Triyards trades at 2.2x P/E, 0.3x P/BV, and a mere 1.4x of the profits in its firm USD520m orderbook (assuming an achievable 8% net margin). Large-cap Keppel Corp trades at a 7.4% yield. The sector has taken a triple whammy – i) the oil price crash between Nov 2014 and Aug 2015, ii) fear of an interest rate hike has severely punished companies with higher leverage, and iii) the recent Asian stock markets’ meltdown. Investors have sold on fear and momentum, with scant regard for valuations. In this environment, we believe that longer-term investors can outperform. Such entry opportunities come once in 6-10 years. Valuations are approaching the 2009 trough. There is a clear need to cherry-pick companies with the strongest long-term fundamentals and the ability to survive this downturn. Our Top Picks are Ezion (EZI SP, BUY, TP: SGD1.60), Keppel Corp, (KEP SP, BUY, TP: SGD10.00), Sembcorp Industries (SCI SP, BUY, TP: SGD3.90), Triyards (ETL SP, BUY, TP: SGD0.84), Yangzijiang Shipbuilding (YZJSGD SP, BUY, TP: SGD1.68), and Pacific Radiance (PACRA SP, BUY, TP: SGD0.66). Deepwater asset builder Vard’s share price has fallen well below our TP, but we are still highly cautious on this company as we remain concerned on the viability of this sub-segment in the next three years.



Plantation Singapore-listed plantation companies showed a decent but mixed bag of 2Q results. Golden Agri’s results came in above expectations, First Resources’ numbers were in line while Bumitama Agri’s performance was below expectation. Both Golden Agri and First Resources’ results were boosted by an improvements in their downstream See important disclosures at the end of this report
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Strategy Strategy - Singapore- Singapore 27 August 2015 margins, resulting in both companies reporting a YoY improvement in 2Q numbers. Bumitama Agri, the only pure upstream player here, recorded a 39.4% decline in 2Q core earnings, partly due to absence of a boost from downstream but this was more attributed to its front-loading of fertiliser application (71% of full year vs 45% in 2014). We adjusted down Golden Agri’s earnings forecast by 10% for FY16 to factor in depreciation charges of USD77m from the new accounting standard for its biological asset, which comes into effect in Jan 2016. Consequently our TP is lowered to SGD0.48 from SGD0.53. We have not made these adjustments for First Resources and Bumitama Agri. We are maintaining our BUY calls for all three stocks. Current weak palm oil prices notwithstanding, we believe prices will start to strengthen in the 4Q – where they tend to rise. 2016 should prove to be a much better year for the sector as production yield becomes impacted by the current dry weather, which will last into end 2015 or early 2016.



Property 1H15 earnings were generally downbeat and in line with expectations given the tepid new home sales in recent months. In July, new home sales rebounded sharply to 1,594 units (+213% yoy), attributed to a number of mass market launches such as Chip Eng Seng’s High Park Residences and CDL’s Brownstone EC. We expect new home sales to be quiet for the rest of the year. Mass market projects are expected to generate thin margins given a price-sensitive market. In the high-end segment, the market is stirring with increased transactions across a number of projects. Having adjusted the most in terms of pricing since the property peak in mid-2013, the highend segment is attracting buyers prospecting for good values.



REITs Four out of 13 REITs miss estimates. Two of which were the office REITs (Keppel REIT and Frasers Commercial Trust), as both missed our DPU estimates mainly due to the weakening of AUD against the SGD. Similarly, both the hospitality REITs under our coverage (CDL Hospitality REIT & OUE Hospitality Trust) missed our DPU expectations mainly due to the sluggish tourism sector. We are UNDERWEIGHT on the SREITs sector as we are expecting most of the subsectors to face further headwinds, namely both the hospitality and office REITs. Within the hospitality space, hoteliers have been cutting down room rates to maintain their occupancy levels. We think that this is unsustainable as: i) we are expecting fewer Chinese visitor arrivals, and ii) the unexpected increase in hotel room supply of Hotel Boss. It is more likely that revenue per available room (RevPAR) will come under further pressure. Likewise on the office subsector, we are factoring in the huge incoming supply next year (~3.9m sq ft). Given that average demand ranges from 1.0 to 1.2m sq ft historically, coupled with the weak and volatile Asian economic climate today, we believe that office landlords are more likely to face rental rates pressure with >15% rental slide from current levels by end-2016. Within the SREITs sector, we find retail REITs most promising as it has proven to be the most resilient in comparison to other segments. Retail landlords have been facing high turnover in tenants so as to reposition themselves more effectively, in order to better cater to the Singaporean lifestyle. Likewise, we are encouraged by the growth in traffic and tenants’ sales in the latest quarter. Gor now, retail REITs are our favourites within the SREITs sector



Technology Overall, the Singapore technology sector has underperformed consensus estimates. 45% of the companies under our coverage have underperformed the consensus forecast. 55% of the 11 companies under our coverage have underperformed our estimates while 36% have outperformed our estimates. However, we still think that we have to be stock-specific in each case and perform a bottom-up analysis for each of the companies to determine their worth. As a result, our sector call for the next 12 months is NEUTRAL. The earnings misses mostly came from the manufacturing sector due to a slowdown in demand from China and a mix of macro events. However, some key companies with revenue exposure mainly in USD with a cost base in local currency, backed by high net cash positions and a high dividend yields remain our Top Picks, eg Valuetronics and Fuyu. In addition, we also like high-growth companies with See important disclosures at the end of this report
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Strategy Strategy - Singapore- Singapore 27 August 2015 revenues in USD, with high barriers to entry and premium growth margins like IPS Securex and Global Invacom as well.



Telcos The telcos delivered a mixed bag of results for the June quarter with both Singtel and StarHub meeting expectations while M1 disappointed. Key takeaways were the lower subscriber acquisition cost (SAC) QoQ (as the euphoria over the iPhone 6 subsided), i) ii)



extended prepaid revenue erosion from IDD weakness and improved postpaid revenue traction following the industry’s re-pricing of data plans last September.



For 1H15, the industry’s mobile service revenue grew a tepid 1.2% YoY, led mainly by Singtel’s +2.3% while StarHub’s and M1’s revenues were flattish. Data revenue continues to be the key driver of growth, eclipsing the decline in legacy revenues. Industry EBITDA recovered QoQ on seasonality – albeit that of Singtel was flat YoY as it grappled with the weaker AUD. The telcos have largely reaffirmed their 2015 guidance year, with Singapore mobile service revenue growth at “low-to-mid single digits” and EBITDA margin to be maintained or come in slightly weaker. We maintain our NEUTRAL call on the sector due to concerns over a potentially disruptive fourth mobile network operator (MNO) entering the market. At 11x 2016 EV/EBITDA and 15x 2016 P/E, sector valuations are not overly demanding when stacked against regional peers, supported by the attractive dividend yields of 4-7%. Our Top Pick for exposure is M1 (M1 SP, BUY, TP: SGD3.72) as the stock has been excessively sold down on concerns over the new mobile entrant, with valuations at -1SD below its 5year P/E and EV/EBITDA mean, on top of offering a dividend yield of 7%. The inability to share network infrastructure and/or forge domestic roaming pacts would make it difficult for a newcomer to compete with the incumbents which have entrenched product bundling propositions.



Transport & logistics Quarterly / half year results were a mixed bag. ComfortDelGro (CD) and SATS’ (1QFY16) quarterly profits were in line with our estimates while, CWT and SMRT Corp’s results were below expectations. Aided by revenue growth across all businesses except automotive engineering services, CD’s 1H15 profit grew 6.8% YoY to SGD149m. Strong cost control helped SATS’ register 8.6% YoY growth in 1QFY16’s profit to SGD47m. Plagued by higher maintenance costs, SMRT’s 1QFY16 profit fell 10% YoY to SGD20m and accounted for only 19% of our FY16 estimate. CWT’s 1H15 profit fell 19% YoY to SGD64m aided by lower revenue commodity marketing business and lower margin from logistics business. CD has more near-term positive catalysts. We expect CD to continue reporting stable growth across all business segments, especially in bus and taxi businesses, which together account for about 80% of its operating profit. Replacement of its aging taxi fleet in Singapore with a newer fleet could boost revenue for taxi business, while the transition to a government-contracting model for Singapore bus business may help generate positive margins for its currently loss-making core bus operations. Clarity on payment terms for CD’s existing buses under the new contracting model and winning of the upcoming bus tenders will be positive catalysts. We are NEUTRAL on the stock, with a SGD2.86 TP. Strong near term headwinds for SMRT. SMRT could continue to see increased cost pressure from the maintenance of an aging rail network and a larger train fleet. Its rail division may continue to lose money until the reforms in rail financing are implemented. While we believe that rail financing reforms will have to be implemented eventually, we do not expect them to be implemented anytime soon amidst pending government elections and ongoing bus reforms, which could keep the regulators busy for the next 12 months. Potential headwinds from higher-thanestimated costs and the likely imposition of fines for recent rail service disruptions would remain a drag on its near-term earnings growth. SELL, with a SGD1.05 TP. SATS’ valuation seems expensive. As SATS’ revenue growth continues to remain weak, cost control will remain the key focus for management. We are positive on the company’s ongoing implementation of technology and various measures to improve productivity, which should enable it to sustain cost pressures and gradually push its operating margins higher. While we are positive on its plans to diversify into the branded food business, its improving ROE outlook and stable dividend yield of 4%,



See important disclosures at the end of this report
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Strategy Strategy - Singapore- Singapore 27 August 2015 upside to earnings, which would will only come through in the later part of 2016, seems to be already priced in. NEUTRAL, with a SGD3.35 TP. Prefer exposure to CD; positive on SMRT on a 5-year view. Within Singapore’s transport and logistics sector, we prefer exposure to CD, due to its strong balance sheet, steady earnings growth aided by diversified geographic and business exposure, stable management team and potential earnings uplift from upcoming bus reforms. However, on a 5-year view, we believe SMRT could offer strong upside potential, as its higher exposure to Singapore’s rail business would enable it to benefit from the eventual implementation of reforms in the rail financing framework.



See important disclosures at the end of this report
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Strategic Picks Stock selection remains crucial In this climate, high earnings visibility and attractive valuations remain our key consideration. Flight to safety themes such as high dividend yields in times when macro uncertainties linger may not be the best option this period, in view of the fact that the US Federal Reserve rate hike is still on the table and yield spreads continue to widen. In that regard, we are selective on REITs, with only a targeted side-pick on Frasers Commmercial Trust (FCOT TP, BUY, TP: SGD2.22), for investors that need to hold REITs. We prefer undervalued large-cap companies with strong balance sheets to withstand the ensuing interest rate hikes and market turmoil. We also like companies that generate stable and growing recurrent earnings, supported by rich cash positions. In terms of sectors, we are OVERWEIGHTs on the banking, property (high-end) and healthcare sectors. We are net sellers for the consumer, REITs and materials & mining sectors. We do see selected opportunities in the telcos, plantations and oil & gas space, where stock selection remains more crucial then, in our view. In view of the poor 2Q15 showing, we expect the market to be lacklustre with a downward bias. The market is priced at 12.2x 2015 P/E. We pegged our FY15 STI target to 2,950 pts or 12.5x 2015 P/E. In P/BV terms, this is still trading below -1SD, which is justifiable as we expect ROEs to remain low. We advise investors to start to collect when the STI reaches our suggested two-tiered trough valuation levels. Below are our selected large-cap picks to position your portfolio in good stead to play on the recovery.



Top 10 recovery plays stock picks DBS (DBS SP, BUY, TP: SGD23.30) The current slowdown in regional economies has dampened credit demand and this has led to a rise in non-performing loans (NPLs). We believe DBS would weather the headwinds better than peers, given its strong fee income momentum (1H15: +13% YoY), resilient asset quality (Jun 2014: gross NPL ratio 0.88% and loan loss coverage 147%) and leverage to the current uptrend in Singapore’s short-term interest rates. The stock is trading at 10.2x FY15F P/E (historical mean: 11.7x) and 1.1x FY15F P/BV (historical mean: 1.2x). Key catalysts are a sustained rise in Singapore short-term interest rates and better-than-expected fee income from forex and customer treasury flows. Risks to TP include higher-than-expected credit costs and a sharper-than-expected slowdown in China and regional economies. OCBC (OCBC SP, BUY, TP: SGD11.70) We like OCBC for its robust asset quality, strong wealth management operations and its enhance regional growth prospects following the acquisition of OCBC Wing Hang in Jul 2014. OCBC’s gross NPL of 0.7% is the lowest among peers while its loan loss reserves ratio of 156% is the highest. The bank’s wealth management operations (including insurance operations) which accounted for 16% of 1H15 revenue, was a key driver of the strong 18% YoY growth in fees and commission income in 1H15. The stock is trading at 9.1x FY15F P/E (historical mean: 12.1x) and 1.1x FY15F P/V (historical mean: 1.4x). Key catalysts are better-than-expected fee income from its wealth management businesses and better-than-expected growth in Common Equity Tier-1 capital. Risks to TP include higher-than-expected credit cost and sharperthan-expected slowdown in China and regional economies. KEPPEL CORP (KEP SP, BUY, TP: SGD10.00) Keppel has a strong SGD11.0bn orderbook to tide through this challenging period for the oil & gas industry. Besides drilling assets, the group has lately diversified into production assets such as floating liquefied natural gas vessels (FLNGVs) which should see continued demand over the long term. Its recent privatisation of Keppel Land will be fully EPS-accretive, which could help offset the expected weakness in the offshore division and support its 48-cent DPS. At the current share price, Keppel’s yield is at a highly-enticing 7.1%. Catalysts include stronger-than-expected property division earnings. Risk to TP: drilling order delivery delays and/or cancellations.



See important disclosures at the end of this report
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Strategy Strategy - Singapore- Singapore 27 August 2015 SEMBCORP INDUSTRIES (SCI SP, BUY, TP: SGD3.90) We believe that Sembcorp's stock price already incorporates expectations of a weak Singapore power market and lower contributions from its marine division. Its overseas utilities assets, most notably the new power plants coming online in India this year, will mitigate the lower Singapore earnings. The large pipeline of new utilities assets scheduled for the coming years gives Sembcorp a long-term growth outlook. It is currently yielding an attractive 5.1%. Catalysts include new utilities and infrastructure contracts. Risk to TP: Order delivery delays and/or cancellations at its marine division. M1 (M1 SP, BUY, TP: SGD3.72) M1 should continue to benefit from the earlier data re-pricing with 72% of postpaid customers on tiered data plans and a rising proportion exceeding their data caps (23% in 2Q15). The recent introduction of SIM-only plans (mySIM) should help to lower handset subsidies and improve mobile EBITDA in the medium term. We believe the threat posed by a new spectrum licensee has been exaggerated, given that the experience in similarly mature mobile markets indicate that a fourth entrant typically serves a niche segment and will find it an uphill challenge to dislodge the market share of the incumbents in a relatively crowded market. The stock boasts a compelling forward dividend yield of over 7%, among the highest in our ASEAN-4 telecoms universe. It should also be the least impacted by the unwinding of the yield compression theme. Catalysts include a stronger-than-expected dividend payout ratio and ARPU. Risks to TP: Stronger-than-expected competition from the fourth operator and higher than expected capex. RAFFLES MEDICAL (RFMD SP, BUY, TP: SGD5.50) We remain positive on Raffles Medical's expansion plans over the next three years. This will increase capacity by more than 70% over the next three years, not including its greenfield hospital project in Shanghai, which will be the largest private hospital in China upon its opening in 2018. We expect demand for medical services to remain resilient, as less than 25% of its current patient load are medical tourists. Our DCFderived TP of SGD5.50 implies 24.5x FY16F EV/ EBITDA. A key risk is higher startup expenses than expected. FIRST RESOURCES (FR SP, BUY, TP: SGD2.54) First Resources remains our Top Pick in the plantation sector. Besides having a good age profile to sustain long-term growth, the company delivers robust current earnings and is among the lowest cost producers in the industry. Hence, it would be able to survive the current low-price environment. Based on our FY16 earnings forecast, it is already trading at about 9x earnings. If we shave off another 10% to account for higher depreciation relating to the new accounting policy effective Jan 2016, First Resources will still trade at an undemanding 10x forward earnings. We believe palm oil prices are at unsustainably low levels, given that it is trading below the marginal cost of production. Catalyst: The removal of a supply overhang next year for both palm oil and soybean oil should see their prices trading at significantly higher levels. Risk to TP: Should the price of palm oil fail to recover from its current depressed levels in 2016, our average CPO price assumption will need to be cut from the current MYR2,500 per tonne, which would be a double blow for First Resources, as its production will likely be weak in 2016 due to adverse weather conditions. WING TAI (WINGT SP, BUY, TP: SGD2.44) Wing Tai is a beneficiary of improving sentiment in the high-end segment, which has seen increased transactions in recent months. The group’s exposure in Singapore includes Le Nouvel Ardmore and Nouvel 18, both of which have been completed. We like Wing Tai for its diversified earnings profile both geographically and sector-wise. While Singapore accounts for the bulk of its asset base, the group also develops residential and commercial projects in Hong Kong, China and Malaysia. Wing Tai has substantially sold down its high-end properties (Helios Residences, L’VIV and Belle Vue) in the current cycle and sits on a strong balance sheet with its net gearing at 0.1x. This may enable it to replenish its landbank to begin a new earnings cycle. At current prices, the stock is trading at an unjustifiable 0.4x P/BV despite its solid fundamentals. Our TP is based on a 40% discount to its NAV. Catalysts include monetisation of its high-end properties in Singapore. Risk to TP: a protracted downturn in the Singapore residential market, which could crimp its earnings visibility. HO BEE LAND (HOBEE SP, BUY, TP: SGD2.60) Ho Bee added another two London properties in the past month, bolstering its London portfolio to five properties. The latest purchase brings the group’s total investment in London to ~GBP500m in the last two years. Ho Bee’s investment property portfolio, valued at SGD2.6bn, will generate a solid stream of rental income amounting to over SGD130m pa. The group continues to retain exposure to the See important disclosures at the end of this report
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Strategy Strategy - Singapore- Singapore 27 August 2015 Sentosa enclave via its three projects, Turquoise, Seascape and Cape Royale. Most of its units there are leased out as management awaits a turn in the residential cycle. Its overseas residential projects in Australia and China would provide additional profit streams, when completed in 1-2 years’ time. We like the stock for its earnings visibility and management’s track record in generating NAV per share growth. Our TP of SGD2.60 is premised on a 35% discount to our RNAV of SGD4.01. Catalysts include faster-than-expected monetisation of its Sentosa assets and potential securitisation of its investment properties. Risk to TP: Protracted downturn affecting the capital values of its Sentosa properties. SHENG SIONG (SSG SP, BUY, TP: SGD 1.00) We expect Sheng Siong to see resilient sales even in the event of a recession, given its staple offerings. The company has a strong mindshare in consumers for its value proposition and would benefit from trading-down. With the ongoing margin improvements from efficiency and lower MYR, its profitability is expected to continue growing. Our DCF-derived TP of SGD1.00 implies 25x FY16F. Sheng Siong’s share price will likely be supported by dividend yields of >4% at current price levels. A key risk is an increase in competition, should NTUC and Dairy Farm decide to engage in a pricing war to increase their market shares. Figure 14: Key metrics consideration
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RHB Guide to Investment Ratings Buy: Share price may exceed 10% over the next 12 months Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain Neutral: Share price may fall within the range of +/- 10% over the next 12 months Take Profit: Target price has been attained. Look to accumulate at lower levels Sell: Share price may fall by more than 10% over the next 12 months Not Rated: Stock is not within regular research coverage Investment Research Disclaimers RHB has issued this report for information purposes only. This report is intended for circulation amongst RHB and its affiliates’ clients generally or such persons as may be deemed eligible by RHB to receive this report 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. This report is not intended, and should not under any circumstances be construed as, an offer or a solicitation of an offer to buy or sell the securities referred to herein or any related financial instruments. This report may further consist of, whether in whole or in part, summaries, research, compilations, extracts or analysis that has been prepared by RHB’s strategic, joint venture and/or business partners. No representation or warranty (express or implied) is given as to the accuracy or completeness of such information and accordingly investors should make their own informed decisions before relying on the same. 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 the applicable laws or regulations. By accepting this report, the recipient hereof (i) represents and warrants that it is lawfully able to receive this document under the laws and regulations of the jurisdiction in which it is located or other applicable laws and (ii) acknowledges and agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of applicable laws. All the information contained herein is based upon publicly available information and has been obtained from sources that RHB believes to be reliable and correct at the time of issue of this report. However, such sources have not been independently verified by RHB and/or its affiliates and this report does not purport to contain all information that a prospective investor may require. The opinions expressed herein are RHB’s present opinions only and are subject to change without prior notice. RHB is not under any obligation to update or keep current the information and opinions expressed herein or to provide the recipient with access to any additional information. Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, as to the adequacy, accuracy, reliability, fairness or completeness of the information and opinion contained in this report. Neither RHB (including its officers, directors, associates, connected parties, and/or employees) nor does any of its agents accept any liability for any direct, indirect or consequential losses, loss of profits and/or damages that may arise from the use or reliance of this research report and/or further communications given in relation to this report. Any such responsibility or liability is hereby expressly disclaimed. Whilst every effort is made to ensure that statement 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 and must not be construed as a representation that the matters referred to therein will occur. Different assumptions by RHB or any other source may yield substantially different results and recommendations contained on one type of research product may differ from recommendations contained in other types of research. The performance of currencies may affect the value of, or income from, the securities or any other financial instruments referenced in this report. Holders of depositary receipts backed by the securities discussed in this report assume currency risk. Past performance is not a guide to future performance. Income from investments may fluctuate. The price or value of the investments to which this report relates, either directly or indirectly, may fall or rise against the interest of investors. This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment decision. The recipient of this report is making its own independent assessment and decisions regarding any securities or financial instruments referenced herein. Any investment discussed or recommended in this report may be unsuitable for an investor depending on the investor’s specific investment objectives and financial position. The material in this report is general information intended for recipients who understand the risks of investing in financial instruments. This report does not take into account whether an investment or course of action and any associated risks are suitable for the recipient. Any recommendations contained in this report must therefore not be relied upon as investment advice based on the recipient's personal circumstances. Investors should make their own independent evaluation of the information contained herein, consider their own investment objective, financial situation and particular needs and seek their own financial, business, legal, tax and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report. This report may contain forward-looking statements which are often but not always identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and statements that an event or result “may”, “will” or “might” occur or be achieved and other similar expressions. Such forward-looking statements are based on assumptions made and information currently available to RHB and are subject to known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievement to be materially different from any future results, performance or achievement, expressed or implied by such forward-looking statements. Caution should be taken with respect to such statements and recipients of this report should not place undue reliance on any such forward-looking statements. RHB expressly disclaims any obligation to update or revise any forwardlooking statements, whether as a result of new information, future events or circumstances after the date of this publication or to reflect the occurrence of unanticipated events. 15



The use of any website to access this report electronically is done at the recipient’s own risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free from viruses or other items of a destructive nature. This report may also provide the addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the content contained therein. Such addresses or hyperlinks (including addresses or hyperlinks to RHB own website material) are provided solely for the recipient’s convenience. The information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or RHB website shall be at the recipient’s own risk. This report may contain information obtained from third parties. Third party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content. The research analysts 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. The research analysts that authored this report are precluded by RHB in all circumstances from trading in the securities or other financial instruments referenced in the report, or from having an interest in the company(ies) that they cover. RHB and/or its affiliates and/or their directors, officers, associates, connected parties and/or employees, may have, or have had, interests in the securities or qualified holdings, in subject company(ies) mentioned in this 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, RHB and/or its affiliates may have, or have had, business relationships with the subject company(ies) mentioned in this report and may from time to time seek to provide investment banking or other services to the subject company(ies) referred to in this research report. As a result, investors should be aware that a conflict of interest may exist. The contents of this report is strictly confidential and may not be copied, reproduced, published, distributed, transmitted or passed, in whole or in part, to any other person without the prior express written consent of RHB and/or its affiliates. This report has been delivered to RHB and its affiliates’ clients for information purposes only and upon the express understanding that such parties will use it only for the purposes set forth above. By electing to view or accepting a copy of this report, the recipients have agreed that they will not print, copy, videotape, record, hyperlink, download, or otherwise attempt to reproduce or re-transmit (in any form including hard copy or electronic distribution format) the contents of this report. RHB and/or its affiliates accepts no liability whatsoever for the actions of third parties in this respect. The contents of this report are subject to copyright. Please refer to Restrictions on Distribution below for information regarding the distributors of this report. Recipients must not reproduce or disseminate any content or findings of this report without the express permission of RHB and the distributors. The securities mentioned in this publication may not be eligible for sale in some states or countries or certain categories of investors. The recipient of this report should have regard to the laws of the recipient’s place of domicile when contemplating transactions in the securities or other financial instruments referred to herein. The securities discussed in this report may not have been registered in such jurisdiction. Without prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report. RESTRICTIONS ON DISTRIBUTION Malaysia This report is issued and distributed in Malaysia by RHB Research Institute Sdn Bhd. The views and opinions in this report are our own as of the date hereof and is 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. RHB Research Institute Sdn Bhd has no obligation to update its opinion or the information in this report. Thailand This report is issued and distributed in the Kingdom of Thailand by RHB OSK Securities (Thailand) PCL, a licensed securities company that is authorised by the Ministry of Finance, regulated by the Securities and Exchange Commission of Thailand and is a member of the Stock Exchange of Thailand. The Thai Institute of Directors Association has disclosed the Corporate Governance Report of Thai Listed Companies made pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB OSK Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate Governance Report of Thai Listed Companies. Indonesia This report is issued and distributed in Indonesia by PT RHB OSK Securities Indonesia. This research does not constitute an offering document and it should not be construed as an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any Indonesian resident in a manner which constitutes a public offering under Indonesian laws and regulations must comply with the prevailing Indonesian laws and regulations.
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Singapore This report is issued and distributed in Singapore by RHB Research Institute Singapore Pte Ltd and it may only be distributed in Singapore to accredited investors, expert investors and institutional investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time. By virtue of distribution to these categories of investors, RHB Research Institute Singapore Pte Ltd and its representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to disclosure of RHB Research Institute Singapore Pte Ltd ’s interest and/or its representative's interest in securities). Recipients of this report in Singapore may contact RHB Research Institute Singapore Pte Ltd in respect of any matter arising from or in connection with the report. Hong Kong This report is issued and distributed in Hong Kong by RHB OSK Securities Hong Kong Limited (興業僑豐證券有限公司) (CE No.: ADU220) (“RHBSHK”) which is licensed in Hong Kong by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) regulated activities. Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact RHB OSK Securities Hong Kong Limited. United States This report was prepared by RHB and is being distributed solely and directly to “major” U.S. institutional investors as defined under, and pursuant to, the requirements of Rule 15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the “Exchange Act”). RHB is not registered as a brokerdealer in the United States and does not offer brokerage services to U.S. persons. Any order for the purchase or sale of the securities discussed herein that are listed on Bursa Malaysia Securities Berhad must be placed with and through Auerbach Grayson (“AG”). Any order for the purchase or sale of all other securities discussed herein must be placed with and through such other registered U.S. broker-dealer as appointed by RHB from time to time as required by the Exchange Act Rule 15a-6. This report is confidential and not intended for distribution to, or use by, persons other than the recipient and its employees, agents and advisors, as applicable. Additionally, where research is distributed via Electronic Service Provider, the analysts whose names appear in this report are not registered or qualified as research analysts in the United States and are not associated persons of Auerbach Grayson AG or such other registered U.S. broker-dealer as appointed by RHB from time to time and therefore may not be subject to any applicable restrictions under Financial Industry Regulatory Authority (“FINRA”) rules on communications with a subject company, public appearances and personal trading. Investing in any non-U.S. securities or related financial instruments discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in the United States. The financial instruments discussed in this report may not be suitable for all investors. Transactions in foreign markets may be subject to regulations that differ from or offer less protection than those in the United States. OWNERSHIP AND MATERIAL CONFLICTS OF INTEREST Malaysia RHB does not have qualified shareholding (1% or more) in the subject company (ies) covered in this report except for: a) RHB and/or its subsidiaries are not liquidity providers or market makers for the subject company (ies) covered in this report except for: a) RHB and/or its subsidiaries have not participated as a syndicate member in share offerings and/or bond issues in securities covered in this report in the last 12 months except for: a) RHB has not provided investment banking services to the company/companies covered in this report in the last 12 months except for: a) Thailand RHB OSK Securities (Thailand) PCL and/or its directors, officers, associates, connected parties and/or employees, may have, or have had, interests and/or commitments in the securities in subject company(ies) mentioned in this report or any securities related thereto. Further, RHB OSK Securities (Thailand) PCL may have, or have had, business relationships with the subject company(ies) mentioned in this report. As a result, investors should exercise their own judgment carefully before making any investment decisions.



17



Indonesia PT RHB OSK Securities Indonesia is not affiliated with the subject company(ies) covered in this report both directly or indirectly as per the definitions of affiliation above. Pursuant to the Capital Market Law (Law Number 8 Year 1995) and the supporting regulations thereof, what constitutes as affiliated parties are as follows: 1.



Familial relationship due to marriage or blood up to the second degree, both horizontally or vertically;



2.



Affiliation between parties to the employees, Directors or Commissioners of the parties concerned;



3.



Affiliation between 2 companies whereby one or more member of the Board of Directors or the Commissioners are the same;



4.



Affiliation between the Company and the parties, both directly or indirectly, controlling or being controlled by the Company;



5.



Affiliation between 2 companies which are controlled, directly or indirectly, by the same party; or



6.



Affiliation between the Company and the main Shareholders.



PT RHB OSK Securities Indonesia is not an insider as defined in the Capital Market Law and the information contained in this report is not considered as insider information prohibited by law. Insider means: a. a commissioner, director or employee of an Issuer or Public Company; b.



a substantial shareholder of an Issuer or Public Company;



c.



an individual, who because of his position or profession, or because of a business relationship with an Issuer or Public Company, has access to inside information; and



d.



an individual who within the last six months was a Person defined in letters a, b or c, above.



Singapore RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or associated companies do not make a market in any securities covered in this report, except for: (a) The staff of RHB Research Institute Singapore Pte Ltd and its subsidiaries and/or its associated companies do not serve on any board or trustee positions of any issuer whose securities are covered in this report, except for: (a) RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or its associated companies do not have and have not within the last 12 months had any corporate finance advisory relationship with the issuer of the securities covered in this report or any other relationship (including a shareholding of 1% or more in the securities covered in this report) that may create a potential conflict of interest, except for: (a) Hong Kong RHBSHK or any of its group companies may have financial interests in in relation to an issuer or a new listing applicant (as the case may be) the securities in respect of which are reviewed in the report, and such interests aggregate to an amount equal to or more than (a) 1% of the subject company’s market capitalization (in the case of an issuer as defined under paragraph 16 of the Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission (the “Code of Conduct”); and/or (b) an amount equal to or more than 1% of the subject company’s issued share capital, or issued units, as applicable (in the case of a new listing applicant as defined in the Code of Conduct). Further, the analysts named in this report or their associates may have financial interests in relation to an issuer or a new listing applicant (as the case may be) in the securities which are reviewed in the report. RHBSHK or any of its group companies may make a market in the securities covered by this report. RHBSHK or any of its group companies may have analysts or their associates, individual(s) employed by or associated with RHBSHK or any of its group companies serving as an officer of the company or any of the companies covered by this report. RHBSHK or any of its group companies may have received compensation or a mandate for investment banking services to the company or any of the companies covered by this report within the past 12 months. Note: The reference to “group companies” above refers to a group company of RHBSHK that carries on a business in Hong Kong in (a) investment banking; (b) proprietary trading or market making; or (c) agency broking, in relation to securities listed or traded on The Stock Exchange of Hong Kong Limited. 18
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