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Maybank B Research
SILK Holdings s

Share Price: MYR0.725 MCap (USD): 0.1B

ADTV (USD): 0.9M

Malaysia

Target Price: MYRO0.87 (+20%) 0&G/Infra

Embedded in value

SILK offers a small-cap exposure to the growing 0&G OSV
sub-sector.

Its highway concession will soon break-even in profits, riding
on robust traffic growth.

Embedded in value, we believe the stock is worth MYR0.87.
What’s New

SILK offers a small-cap exposure to the growing oil & gas (O&G)
offshore supply vessel (OSV) sub-sector, with a fleet size of 17
presently (and 19 by end-FY7/14), quite similar to Perdana
Petroleum (PETR MK; BUY; TP: MYR1.90) in terms of fleet size.

Its Kajang Ring Road (KRR) concession is still loss-making but we
expect it to be profitable next year, riding on robust double-digit
traffic growth and a toll rate hike in 2015. What is positive is that
the KRR is already cash flow positive after servicing interest cost.

What’s Our View

Although group profits are small at just MYRZm net in 1QFY7/14,
this should improve steadily. Net gearing of 10.9x at end-Oct 2013
is not a concern as 96% of the debts are project financing, backed
by cash flows/assets of its businesses.

Despite a 76.8% rise in its share price YTD, the stock remains
undervalue with the current share price reflecting just a FY7/15
PER of 16x for its OSV operations, and zero value assigned to the
KRR. We value the stock at MYR0.87 based on SOP and after
assigning a 20% discount for its small-cap status.

FYE Jul (MYR m) FY11A FY12A FY13A FY14F FY15F
Sales 247.7 341.1 383.3 411.6 441.7
EBITDA 128.2 192.3 230.0 267.4 282.0
Core net profit (11.2) (0.7) 4.4 11.0 29.3
Core EPS (sen) (2.9) (0.2) 1.1 2.3 4.7
Core EPS growth (%) NM (94.0) NM 110.3 100.5
Net DPS (sen) - - - - -
BVPS (MYR) (2.0) (2.0) (1.9) (1.5) (1.0)
Core P/E (x) - - 65.5 31.1 15.5
EV/EBITDA (x) 14.9 9.9 8.3 7.1 6.8
Net dividend yield (%) - - -

P/BV (x) - - - - -
Net debt/equity (%) 1065.8 1095.2 1132.4 1114.2 830.5
ROAE (%) - - 3.3 7.3 16.1
ROAA (%) - - 0.2 0.5 1.2

SEE PAGE 12 FOR IMPORTANTDISCLOSURES AND ANALYST CERTIFICATIONS
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Not Rated

Key Data
Shariah status YES
52w high/low (MYR) 0.78/0.335
Free float (%) 18.8
Issued shares (m) 486
Market capitalization MYRO.4B
Major shareholders:
BIN DZULKIF JOHAN ZA 29.9%
BIN ALI ABDUL
RAHMAN 19.3%
BIN HASHIM
MOHAMMED 17.5%
Share Price Performance
0.80 - 1,950
070 - d: 1,875
- 1,800
0.60
1,725
0.50 A
1,650
0.40 A "'\'
: it ,J 1,575
0.30 T T T 1,500
Feb-12 Aug-12 Feb-13 Aug-13
SIB MK Equity
FBMKLCI Index

1 Mth 3 Mth 12 Mth

Absolute (%) 72.6  93.3 104.2
Relative to country (%) 73.9 91.6 92.6

Maybank vs Market
Positive Neutral Negative
Market Recs na na na
Maybank Consensus % +/-
Target Price (MYR) 0.87 na na
FY14 Net Profit 11.0 na na
(MYR m)
FY15 Net Profit 29.3 na na
(MYR m)

Source: Bloomberg; Maybank

Chai Li Shin
(603) 2297 8684
lishin.c@maybank-ib.com

Liaw Thong Jung

(603) 2297 8688
tjliaw@maybank-ib.com
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Silk HOIdingS Maybankua Research

Overview

0&G & Infrastructure

SILK Holdings is an investment holding company with a 70% interest in Jasa
Merin (Malaysia) S/B, an offshore supply vessel (OSV) owner and operator,
and a 100% stake in Sistem Lingkaran-Lebuhraya Kajang S/B, the
concessionaire for the 37km Kajang Traffic Dispersal Ring Road (KRR) with
a 23-year concession period remaining (expiring on 31 Jul 2037).

Originally holding just a 100% of Sistem Lingkaran-Lebuhraya Kajang, the
group assumed its present structure after a regularised scheme out of the
Practice Note (PN) 17 status which was completed on 14 Oct 2009, which
involved the injection of Jasa Merin (Malaysia).

The group’s OSV fleet size has since expanded from 10 owned vessels in
FY7/09 to 18 in FY7/13 (19 by end-FY7/14), while its KRR’s traffic growth
has been strong at a 15% CAGR from FY7/09 to FY7/13 (+14% YoY in
1QFY7/14). The OSV business has been the sole earnings contributor to
the group as the KRR has been loss-making, but with the losses narrrowing.

oSV fleet KRR’s traffic volume and growth
- Owned  3rd Party Trafic Volumes (average daily) === % YoY Growth
] 200,000 - - 20%
2 A 5
J Z 150,000 - - 15%
15 A
2
2 2 100,000 - - 10%
10 A
16 18 18
51 10 10 12 50,000 s
0 ' ' ' ' ' ! - T T T T T 0%
FY09 FY10 FY11 Fy12 FY13  1QFY14 FYO9  FY10  FY11  FY12  FY13 1QFY14
Source: Company Source: Company
Segmental revenue Segmental pretax profit
(MYR m) Tolled highway Offshore marine support services (MOYR ) Tolled highway Offshore marine support services
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350 - 307 30 - 38
_ 273
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i 1
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Source: Company Source: Company
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OSV Operations

5th largest OSV operator in Malaysia

Jasa Merin (Malaysia) S/B (JM), which commenced operations in 1982, is an
offshore support vessel (OSV) owner and operator, providing services to oil
majors operating in Malaysian waters. It has over 30 years of experience
with an excellent track record and is recognised by the oil majors. JM is
70% owned by AQL Aman S/B, a 100%-subsidiary of SILK Holdings, with the
remaining 30% owned by State-owned Terengganu Incorporated S/B (TIA).

Vessels are Malaysia-built and flagged

JM presently owns and operates 17 units of OSVs (after disposing two
olders units and added on one new unit in FY7/14-YTD, vs 18 units at end-
FY7/13) comprising 15 anchor-handling tug and supply vessels (AHTS) and 2
straight supply vessels (SSVs). All its fleet are locally built with Muhibbah
Engineering as its preferred vessel builder. All of its OSVs are Malaysia-
flagged and are relatively young, averaging 4 years in age.

Fully employed, moving into deepwater

Currently, all JMW’s OSVs are on long term charters. In FY13, JM secured 7
new contracts and extended 2 earlier charters. In terms of fleet expansion,
JM has been consistently growing its fleet size during the down-cycle
(2008-11) and despite that, it has been successful in securing charters for
these OSVs. Based on its new building programs, 2 AHTS (JM Cemerlang, JM
Abadi) are currently under construction with deliveries by mid-2014.

Jasa Merin’s fleet profile

Vessel name Type Deliver Size (bhp/crane  Accommodation Age
y date capacity-MT) pax
JM Aman* SSvV 2004 4,600 28 Disposed
JM Indah SSV 2007 4,640 39 7
JM Murni SSV 2007 4,640 39 7
JM Bayu AHTS 70m 2010 10,888 42 4
JM Sepoi AHTS 70m 2011 10,888 42 3
JM Samudra AHTS 70m 2011 10,888 42 3
JM Setia AHTS 70m 2011 10,888 42 3
JM Ehsan AHTS 70m 2011 10,888 42 3
IDS Darussalam AHTS 70m 2011 10,888 42 3
JM Damai** AHTS 60m 2005 5,444 28 Disposed
JM Hadhari AHTS 60m 2008 5,500 27 6
JM Seri Besut AHTS 60m 2008 5,500 27 6
JM Tenang AHTS 60m 2009 5,220 28 5
JM Intan AHTS 60m 2009 5,220 28 5
JM Gagah 2 AHTS 60m 2010 5,220 42 4
JM Perkasa 2 AHTS 60m 2010 5,220 42 4
JM Purnama AHTS 60m 2011 5,220 42 3
JM Permai AHTS 60m 2012 5,220 46 2
JM Gemilang AHTS 60m 2014 5,200 na 0
JM Cemerlang*** AHTS 62M 2014 5,218 na na
JM Abadi*** AHTS 70M 2014 5,218 na na
Average age 4.0

Sources: Company, Maybank KE
*disposal announced 28 Jan 2014 **disposal announced on 6 Feb 2014 ***under construction

February 10, 2014
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Fleet size of OSV players (units)

Bumi Armada
Alam Maritim
Icon Offshore
Borcos

Jasa Merin

Perdana Petroluem
Sources: Company, Maybank KE
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Outlook

Prospects are bright for JM to capitalise on the wave of opportunities in
the Malaysia OSV market. Higher drilling activities, increasing demand for
platforms and floating solutions, rising development for enhanced oil
recovery (EOR) activities and deepwater explorations augur well for the
OSV market.

In addition, charter rates and utilisation levels are recovering to pre-crisis
levels. Contract tenures have extended, from 2-3 years to 5 years,
reflecting the buoyancy in the OSV market. Coupled with the decent
financing options, newbuilding programs have kick-started after a lull over
the past few years.

There is an increasing demand for higher specifications vessels (i.e. PSV,
workbarge/boat, 8-12k bhp AHTS). With PETRONAS giving preference to
locally owned-operated flagged vessels and relatively younger fleet, the
market is flushed with opportunities for local players like JM.

Financials

JM has recently completed the acquisition of the other 49% stake of four
OSVs (JM Bayu, JM Sepoi, JM Samudra, JM Setia) from GMV-Jasa S/B for
MYR49.5m in Dec 2013. This means that from 2014, the entire JM fleet is
100%-owned. This would contribute positively to the group, adding
~MYR2.1m/4.2m in net profit in FY14/15 after taking into consideration
the interest (financing) costs. Notwithstanding that, the delivery of 2 new
0SVs (JM Gemilang and JM Abadi) will likely be contracted out, at decent
domestic market rates.

We expect JM to generate higher net profit of MYR30m/MYR32m in
FY14/15 (FY13E: MYR26m), driven by the added fleet and higher stakes in
four OSVs. Our main assumptions are: (i) average total capacity owned to
increase 6.6% YoY to 129.8k bhp in FY14 and 2.2% YoY to 132.5k bhp in
FY15 and (ii) gross profit margin to remain stable at an estimated 37%.

February 10, 2014
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Silk Highway

Intra-urban toll expressway concession
Details of KRR

Sistem Lingkaran-Lebuhraya Kajang S/B (Silk Highway) operates the Kajang Length 37km / 216 lane km

Traffic Dispersal Ring Road (KRR) under a 36-year concession that

. . . - Interchanges 11

commenced in 2001 and expires in 2037. The construction cost of the Lanes 184

highway was MYR1.1b. KRR 1s‘located in Kajapg (gouth-east of the Klang Toll plazas 4 at Sg. Long, Bukit

Valley) and encircles the Kajang Town, facilitating a bypass route to Kajang, Sg. Ramal, Sg.

alleviate the traffic congestion in the Kajang Town. Balak
Toll system Open toll system
Current installed 600,000 vehicles/day
capacity

Robust traffic growth Source: Company

The KRR commenced operations in 2004. Since FYQ9, traffic has grown at a
strong 15% 4-year CAGR from 99,000 vehicles per day to 173,000 vehicles
per day in FY13. The robust growth is attributable to: i) strong population
growth in Kajang and its surrounding areas and ii) strategic connectivity to

the other highways.
Scheduled toll rates for Class 1 vehicles

» Due to the close proximity of Kajang to the Kuala Lumpur city centre Current MYR1.00
of ~21km, improved connectivity via new highways and affordable 2010 MYR1.30*
housing prices, Kajang has attracted migrants from the other areas. 2015 MYR1.80
Population in Kajang grew at 4.1% 10-year CAGR between 2000 and 2020 MYR2.40

2010, higher than the population growth in Selangor of 3.1% 10-year Source: Company *delayed
CAGR.

= The KRR is connected to several major highways including Federal
Route 1, Cheras-Kajang Highway (Grand Saga), Sungai Besi Highway
(Besraya), Kajang-Seremban Highway (LEKAS), North-South Expressway
(PLUS) and South Klang Valley Expressway (SKVE). With this strategic
connections, the KRR not only reduces traveling time between the
North and South of Kajang but it also eases travelling to and from
Kuala Lumpur, Cheras, Sg. Long, Balakong, Putrajaya, Semenyih,
Bangi, KL International Airport and Seremban.

Traffic volumes and growth
Trafic Volumes (average daily) === % Growth

200000 - - 20%
0, 0,
180,000 - 17.2% 17.2% 173,000 | 4ges
] 152,000 L 160
160,000 oo 13.8% 16%
140,000 : . - 14%
116,000 {1.8%
120000 | - 12%
100000 - ’ - 10%
80,000 - 8%
60,000 - 6%
40,000 - - 4%
20,000 - 2%
- - - - 0%
FY09 FY10 FY11 FY12 FY13

Source: Company
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KRR Road Map and connectivity to other major highways
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Outlook

Traffic volume at the KRR is expected to grow steadily, bolstered by robust
population growth potential within the highway catchment areas including
Kajang, Cheras, Bangi, Semenyih and Seremban. Kajang has been
identified as one of the high growth areas within the Klang Valley going
forward with vast areas of undeveloped land bank. It is still not as densely
populated as the other areas with similar proximity to KL city and property
prices are also relatively more affordable. Leveraging on these advantages,
increasing property developers have set foot in Kajang and launched new
townships near the KRR. However, upon completion of the KVMRT line 1
Sg. Buloh-Kajang in 2017, traffic growth at the KRR could be slower.

Property developers with projects in Kajang

Property Property Development Projects

developer

Dijaya Corp Tropicana Heights Kajang

Gamuda Bhd Jade Hills

Ireka Corporation Commerical and industrial park development

MKH Bhd Kajang 2, Pelangi Heights, Recco Avenue, Kajang East, Hill Park
Homes

Naza TTDI TTDI Grove, Kajang

Sime Darby Saujana Impian

1&P Group Alam Sari

Source: Company, Maybank KE
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Financials

Silk Highway’s revenue has grown at a 17% 4-year CAGR (FY7/09-FY7/13) in
tandem with the traffic growth. Although the scheduled 30% toll rate hike
in 2010 was delayed, Silk Highway has been compensated by the
government and this has also contributed to its revenue growth.

Despite the strong growth, traffic volumes are still lower than what had
been expected when the concession was inked, leading to underutilization
of the highway that has the capacity to cater for 600,000 vehicles per day.
For instance, 1QFY7/14 (Aug-Oct 2013) traffic volume of 186,000 vehicles
per day was still very much below what traffic consultant Halcrow’s low/
base case forecasts of c.388,000/444,000 vehicles per day, for 2013.

Hence, Silk Highway has been at an accounting net loss position, although
it is generating positive operating cash flows. The shortfall in traffic
volume has invariably resulted in a widened mismatch of its toll revenue
with its high i) financing, and ii) depreciation & amortization costs.

» The finance cost of the initial MYR1b Al-Bai Bithaman Ajil Islamic Debt
Securities issued in 2001 was 10.6%. A debt restructuring in 2008
replaced the original securities with a MYR752.2m Sukuk Mudharabah
with an effective rate of 8%. Under the Sukuk Mudharabah, Silk
Highway will only need to pay a minimum financing cost of 3.5% and
capital repayment is limited to the available cash for the first seven
years until 25 Jan 2015.

= Silk Highway adopted IC Interpretation 12: Service Concession
Arrangements (new accounting standard) in FY11 that led to higher
annual amortization cost of MYR10.6m in FY11 from MYR7.3m in FY10.

Going forward, with the steady traffic volume growth and next scheduled
toll rate hike in 2015 to MYR1.80 (+38%) from MYR1.30, we expect Silk
Highway to turn profitable in FY7/15. Its Sukuk Mudharabah is due for a
restructuring in 25 Jan 2015, and this could potentially reduce its finance
cost, providing upside to earnings. Based on our scenario analysis, a 0.5%
reduction in finance cost starting Feb 2015 would increase the Silk
Holdings’ FY7/15 net profit by +4.4%.

February 10, 2014
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Financials & Valuations

Stronger group profits ahead

We project SILK Holdings to deliver group net profits of MYR11.0m in
FY7/14 (FY7/13: MYR4.4m) and MYR29.3m in FY7/15 with the growth
coming from (i) three new OSVs in FY7/14 and a full stake in four existing
0SVs effective Dec 2013 which were previously 51% owned, and (ii)
continuous robust traffic growth at the KRR and a toll hike (+38% for Class
1 vehicles) due in 2015. In 1QFY7/14, SILK Holdings reported a net profit of
MYR2.2m, and our forecasts assume another MYR8.8m in 2Q-4QFY7/14.

Dilutive impact from RCULS conversion

Two financial instruments mature in FY7/14-15: (i) a 10-Year Cumulative
Convertible Redeemable Preference Shares (CC-RPS; MYR16m outstanding
at end-FY7/13), which matured on 5 Nov 2013, and (ii) a 10-Year
Redeemable Convertible Unsecured Loan Stock (RCULS; MYR39.9m
outstanding), maturing on 13 Oct 2014. The CC-RPS were converted in
52.7m new SILK Holdings shares in Nov 2013, while the RCULS, if fully
converted by Oct 2014, will result in an estimated 178.9m new SILK
Holdings shares. This would raise SILK Holdings’ paid-up from 486.1m
shares presently (post-CC-RPS conversion) to c.665m (+37%).

Net gearing

Group total borrowings stood at MYR1.65b at end-FY7/13. This represents
12.0x its shareholders fund of MYR138m. Excluding MYR92m cash balance,
net debt was 11.3x that of shareholders fund. The debts are mostly project
financing type for its OSV and KRR operations. Group debt has risen further
by another MYR133m, we estimate, after Jasa Merin borrowed MYR92.2m
to finance its 2 new OSVs in Oct 2013 and MYR40m to pay for a 49% stake in
4 0SVs in Feb 2013.

SOP valuations

We fairly value SILK Holdings at MYR0.87 using sum-of-parts (SOP), after (i)
assigning a 15x PER valuation on its FY7/15 OSV earnings, similar to our
assigned value for its listed peer, Perdana Petroleum, (ii) estimating the
KRR’s intrinsic equity value using the discounted cash flow (DCF) method,
using a cost of equity of 9.4%, (iii) assigning a 20% discount for SILK
Holdings’ small-cap status, and (iv) having considered the full dilutive
impact from the RCULS conversion (in Oct 2014). SILK Holdings’ current
share price reflects just a FY7/15 PER of 16x for its OSV operations,
without any zero value assigned to the KRR.

February 10, 2014 8
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Silk Holdings: Sum-of-the-parts valuation

Value Stake
Silk Highway 389.1  100%
Jasa Merin 31.5 70%

Less: RCULS

Total equity value
Diluted equity value
(-) 20% small cap discount

Discounted equity value
Source: Maybank KE

Shareholders & Management

Attr. Value
389.1

330.5

(39.9)

679.68

Per shr (MYR)
0.80

0.68
(0.08)
1.40
1.08

(0.22)
0.87

% of total
54.1%

45.9%

SILK Holdings is substantially held by En Johan Zainuddin bin Dzulkifli
(33.5% at 10 Oct 2013), En Abdul Rahman bin Ali (21.7%) and Dato’ Mohd
Azlan Hashim (19.6%). En Johan is presently a non-independent non-
executive director of SILK Holdings, while Dato’ Mohd Azlan is the
executive chairman, and a non-independent executive director. Dato’
Mohd Azlan is also the former executive chairman of Bursa Malaysia Berhad
and he presently holds directorships in Khazanah Nasional, Scomi Group

and IHH Healthcare, among others.

February 10, 2014
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INCOME STATEMENT (MYR m)
FYE Jul

Revenue

EBITDA

Depreciation &Amortisation
Operating Profit (EBIT)
Interest (Exp)/Inc
Associates

One-offs

Pre-Tax Profit

Tax

Minority Interest

Net Profit

Recurring Net Profit

Revenue Growth %

EBITDA Growth (%)

EBIT Growth (%)

Net Profit Growth (%)
Recurring Net Profit Growth
Tax Rate %

CASH FLOW (MYR m)
FYE Jul

Profit before taxation
Depreciation

Net interest

Working capital change
Cash tax paid

Others (incl'd exceptional
Cash flow from operations
Capex
Disposal/(purchase)
Others

Cash flow from investing
Debt raised/(repaid)
Equity raised/(repaid)
Dividends (paid)

Interest payments

Others

Cash flow from financing
Change in cash

February 10, 2014

FY12

341.1
192.3
(73.5)
118.8
(101.5)

17.3
(8.0)
(10.1)
(0.7)
(0.7)

37.7
50.0
46.0
(94.0)
(94.0)
45.9

FY12

17.3
(73.5)
(101.5)
321.0
0.4

163.7
(111.0)
1.3

3.6
(106.1)
36.9
(1.5)
(86.3)

(50.9)
6.7

FY13

383.3
230.0
(93.5)
136.6
(110.1)

26.4
7.7)
(14.3)
4.4
4.4

12.4
19.6
15.0
NM
NM
29.1

FY13

26.4
(93.5)
(110.1)
433.1
(1.5)

254.4
(327.3)
0.3

0.0
(327.0)
182.3
(0.3)
(89.0)
93.0
20.4

FY14F

411.6
267.4
(118.8)
148.6
(118.4)

30.2
7.1)
(12.1)
11.0
11.0

7.4
16.2
8.8
149.5
149.5
23.5

FY14F

41.4
(118.8)
(118.4)

463.1
7.1
260.2
(250.0)
0.0

0.0
(250.0)
139.6

0.0
(118.4)
21.2
31.5

FY15F

4417
282.0
(113.0)
169.0
(121.8)

47.2
(8.5)
(9.4)
29.3
29.3

7.3
5.5
13.7
166.1
166.1
17.9

FY15F

74.2
(113.0)
(121.8)
440.2
(8.5)

271.2
0.0
0.0
0.0
0.0

(15.0)

0.0
(121.8)

(136.8)
134.4

BALANCE SHEET (MYR m)
FYE Jul

Fixed Assets

Other LT Assets
Cash/ST Investments
Other Current Assets
Total Assets

ST Debt

Other Current Liabilities
LT Debt

Other LT Liabilities
Minority Interest
Shareholders’ Equity
Total Liabilities-Capital

Share Capital (m)
Gross Debt/(Cash)
Net Debt/(Cash)
Working Capital

RATES & RATIOS
FYE Jul

EBITDA Margin %

Op. Profit Margin %
Net Profit Margin %
ROE %

ROA %

Net Margin Ex. El %
Dividend Cover (x)
Interest Cover (x)
Asset Turnover (x)
Asset/Debt (x)
Debtors Turn (days)
Creditors Turn (days)
Inventory Turn (days)
Net Gearing %

Debt/ EBITDA (x)
Debt/ Market Cap (x)

FY12

898.6
891.1
71.4
87.4
1948.5

92.5
80.1
1375.1
197.5
75.8
127.5
1948.5

397.0
1467.6
1396.2

(13.8)

FY12

56.4
34.8
0.2)

0.2)
1.2
0.2
1.3

91.0

118.6
1.7
1095.2
7.6
4.2

FY13

1146.1
877.0
91.8
64.5
2179.5

146.1
99.8
1503.7
202.4
89.8
137.6
2179.5

433.3
1649.9
1558.1

(89.6)

FY13

60.0
35.6
1.2
3.3
0.2
1.2

1.2
0.2

1.3
60.0
113.0
1.2
1132.4
7.2
4.7

@Maybankua Research
FY14F FY15F
1299.5 1209.4

854.9 832.0
127.2 263.5
69.2 74.2
2350.8 2379.0
174.1 171.1
93.6 96.2
1615.4 1603.4
202.9 196.6
101.9 111.4
163.0 200.4
2350.8 2379.0
486.1 665.0
1789.5 1774.5
1662.3 1511.0
(71.2) 70.4
FY14F FY15F
65.0 63.8
36.1 38.3
2.7 6.6
7.3 16.1
0.5 1.2
2.7 6.6
1.3 1.4
0.2 0.2
1.3 1.3
60.0 60.0
113.0 113.0
1.2 1.2
1114.2 830.5
6.7 6.3
5.1 5.0
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

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

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

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

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

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

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only
under such circumstances as may be permitted by applicable law. The securities described herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply based on
geographical location of the person or entity receiving this report.

Malaysia

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

Singapore

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

Thailand

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

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of MBKET.
MBKET accepts no liability whatsoever for the actions of third parties in this respect.

us

This research report prepared by MKE is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the
Securities Exchange Act of 1934, as amended) only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), a broker-dealer registered in the US
(registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the distribution of this report by Maybank KESUSA in
the US shall be borne by Maybank KESUSA. All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the US.
This report is not directed at you if MKE is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You
should satisfy yourself before reading it that Maybank KESUSA is permitted to provide research material concerning investments to you under relevant
legislation and regulations.

UK

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

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938-H) which is a Participating Organization of Bursa
Malaysia Berhad and a holder of Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This material is issued and
distributed in Singapore by Maybank KERPL (Co. Reg No 197201256N) which is regulated by the Monetary Authority of Singapore. Indonesia: PT Kim Eng
Securities (“PTKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by the BAPEPAM LK. Thailand: MBKET (Reg.
No0.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and Exchange Commission.
Philippines: Maybank ATRKES (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and Exchange
Commission. Vietnam: Maybank Kim Eng Securities JSC (License Number: 71/UBCK-GP) is licensed under the State Securities Commission of Vietnam.Hong
Kong: KESHK (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: Kim Eng Securities India Private Limited (“KESI”) is a
participant of the National Stock Exchange of India Limited (Reg No: INF/INB 231452435) and the Bombay Stock Exchange (Reg. No. INF/INB 011452431) and is
regulated by Securities and Exchange Board of India. KESI is also registered with SEBI as Category 1 Merchant Banker (Reg. No. INM 000011708) US: Maybank
KESUSA is a member of/ and is authorized and regulated by the FINRA - Broker ID 27861. UK: Maybank KESL (Reg No 2377538) is authorized and regulated by
the Financial Services Authority.

Disclosure of Interest

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

Singapore:As of February 10, 2014, Maybank KERPL and the covering analyst do not have any interest in any companies recommended in this research report.

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

Hong Kong: KESHK may have financial interests in relation to an issuer or a new listing applicant referred to as defined by the requirements under Paragraph
16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission.

As of February 10, 2014, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.

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

OTHERS
Analyst Certification of Independence

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

Reminder

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

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of MKE.

Definition of Ratings

Maybank Kim Eng Research uses the following rating system

BUY Return is expected to be above 10% in the next 12 months (excluding dividends)
HOLD Return is expected to be between - 10% to +10% in the next 12 months (excluding dividends)
SELL Return is expected to be below -10% in the next 12 months (excluding dividends)

Applicability of Ratings

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