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Trading idea: Prospect remains buoyant
HHGROUP (RM0.715/Vol:6.2m)

DAILY CHART:

POTENTIAL BULLISH CONTINUATION SYMMETRICAL TRIANGLE
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Business profile. Heng Huat Resources Group (HHGROUP), which was listed on
the ACE market of Bursa Malaysia on 25 July 2014, is engaged in the
manufacturing and trading of biomass material and value-added products focusing
on oil palm EFB fibre, coconut fibre and value-added products. The Group is also a
manufacturer and distributor ofits own brands of mattresses and related products.

Prospect remains buoyant. According to IMR report by Protégé Associates, the
biomass material market for coconut fibre and oil palm EFB in Malaysia is
estimated to grow at a CAGR of 14.3% from 2013 to 2018 to reach RM180.4m in
2018. Hence, management expects growth to be driven by (1) rising demand in
China; (2) population growth and greater affluence spurring demand for end-
products;and (3) growing applications of natural fibre.

Expansion plan. According to The Star on 25 June 2015, the Group is investing
RM35m to expand its operations in Gua Musang, Kelantan to process oil palm
empty fruit bunch fibre. The new plant would enable the group to meet rising
demand from China and also export to new markets in Australia, South Korea and
Japan. The new plant in Gua Musang would increase its total oil palm EFB fibre
production lines from 20 lines to 27 lines and annual production capacity rising
from 100,500 tonnes to more than 135,000 tonnes. The new manufacturing facility
is targeted to be operational in the 2™ quarter of 2016.

Beneficiary of stronger Rmb and USD. 58% of the Group’s revenue is derived
from export market. With Rmb and USD appreciation against Ringgit, share price
near-term sentimentis positive.

Seasonality. HHGroup typically experiences higher sales of mattresses and
related products prior to major festive season such as Hari Raya in tandem with
the expected increase in household spending for such items during such periods.

Bonus Issue. On 29 April 2015, it proposed a bonus issue on the basis of 1 bonus
shares for every 2 existing ordinary shares held. Ex-date is on 10 July 2015. We
are positive on the proposed announcement as it could create some excitement for
share price performance in the near term.
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Risk Profile

Low Risk

1

Moderate Risk High Risk

Technicals (Daily)

Daily RSI Gaining momentum
Daily Slow stochastic Gaining momentum
Daily MACD Gaining momentum
52-w High/Low 0.765/0.37
Book value/share RM0.33
P/BV (x) 2.16
6-month Beta (x) 1.18
Avgdaily volume (shares) 3M (2.6m); 6M (2.0m)
Price performance: 1-d/1-wk +3.86% /+3.19%
S1/S2 (RM) 0.70/0.685
R1/R2 (RM) 0.765/0.785
Long term objective (RM) 0.89
Recommendation Buy
Stop loss (RM) 0.67
HLIB Target price (RM) Not-rated
Bloomberg Target price (RM) Not-rated

Source: HLIB, Bloomberg

Earnings summary
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FYEDec Pro Forma Audited Audited 2014A
(RM) 2011 2012 2013
Sales (m) 3.7 62.9 3.7 9.7
?‘r:)t Pl 137 126 99 128
Shares (m) 205.8 205.8 205.8 205.8
EPS (sen) 6.7 6.1 4.8 6.2
PE (x) 10.7 11.7 14.9 11.5
Source: Company
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= Uptrend continues after taking a breathier. After we had two technical buy calls
on HHGroup sometimes in Feb and April 2015, the uptrend may continue following
recent retracement. We note that share price formed a Symmetrical Triangle
pattern during the retracement period. In our view, share price could go higher as
we opine that the Symmetrical Triangle patternis likely to be taken out soon.

= Bullish reading from oscillators. MACD, RSI and Slow Stochastics have been
gradually increasing, indicating stronger buying momentum. Hence, we are
targeting RMO0.765 and RMO0.785, with a long-term objective of RMO0.89
(measurement objective of Symmetrical Triangle pattern). Inmediate supports are
pegged at RM0.70 and RM0.685. Cut loss below RMO0.67.
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Disclaimer

The information contained in this report is based on data obtained from sources believed to be
reliable. However, the data and/or sources have not been independently verified and as such, no
representation, express or implied, is made as to the accuracy, adequacy, completeness or reliability
of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and
associates nor person connected to it accept any liability whatsoever for any direct, indirect or
consequential losses (including loss of profits) or damages that may arise from the use or reliance
on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any time
without prior notice. Hong Leong Investment Bank Berhad has no obligation to update its opinion or
the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this report
and seek independent financial, legal or other advice regarding the appropriateness of investing in
any securites or the investment strategies discussed or recommended in this report. Nothing in this
report constitutes investment, legal, accounting or tax advice or a representation that any investment
or strategy is suitable or appropriate to your individual circumstances or otherwise represent a
personal recommndation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of any
offer to buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors,
connected parties and/or employeees may, from time to time, own, have positions or be materially
interested in any securities mentioned herein or any securites related thereto, and may further act as
market maker or have assumed underwriting commitment or deal with such securities and provide
advisory, investment or other services for or do business with any companies or entities mentioned
in this report. In reviewing the report, investors should be aware that any or all of the foregoing
among otherthings, maygive rise to real or potential conflict of interests.

This research report is being supplied to you on a strictly confidential basis solely for your
information and is made strictly on the basis that it will remain confidential. All materials presented
in this report, unless specifically indicated otherwise, is under copyright to Hong Leong Investment
Bank Berhad . This research report and its contents may not be reproduced, stored in a retrieval
system, redistributed, transmitted or passed on, direclty or indirectly, to any person or published in
whole or in part, or altered in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to, websites. Hong Leong
Investment Bank Berhad takes no responsibility for the content contained therein. Such addresses
or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own
website material) are provided solely for your 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 s uch link  pypjished & Printed by
through the report or Hong Leong InvestmentBank Berhad website shall be atyour own risk. Hong Leong Investment Bank
) i ) ) Berhad (10209-W)
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Equity rating definitions

BUY Positive recommendation of stock under coverage. Expected absolute return of more than +10% ov er 12-months, with low risk of sustained downside.
TRADING BUY Positive recommendation of stock notunder coverage. Expected absalute return of more than +10% ov er 6-months. Situational or arbitrage trading opportunity .
HOLD Neutral recommendation of stock under coverage. Expected absdlute return betw een -10% and +10% over 12-months, with low risk of sustained downside.
TRADING SELL  Negative recommendation of stock notunder coverage. Expected absdute return ofless than -10% ov er 6-months. Situational or arbitrage trading opportunity.
SELL Negative recommendation of stock under coverage. High risk of negative absolute return of more than -10% ov er 12-months.

NOTRATED No research coverage, and repottis intended purely for informational purposes.

Industry rating definitions

OVERWEIGHT The sector, based on weighted market capitalization, is expected to have absolute return of more than +5% ov er 12-months.
NEUTRAL The sector, based on weighted market capitalization, is expected to have absolute return betw een -5%and +5% over 12-months.
UNDERWEIGHT  The sector, based on weighted market capitalization, is expected o have absolute return of less than 5% ov er 12-months.
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