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¢ Initiate coverage with a BUY rating and MYR2.22 TP, 36% upside with
€.2% FY21F (Mar) yield. We like AME Elite Consortium for its expertise
and niche in industrial property development. For now, it is the only
industrial property/construction play listed on Bursa Malaysia. Hence, the
company is well-positioned to capture the potential influx of foreign
investments arising from the ongoing US-China tensions — once economic
growth picks up.

¢ Relatively unperturbed by COVID-19. Unlike other real estate segments,
industrial property development is relatively unaffected by COVID-19 as it
involves direct negotiation with local corporations and multinationals. AME
is the go-to contractor for many manufacturers due to its ability to custom-
build manufacturing facilities, on top of its established know-how,
expertise, and technologies. Although the lockdown in 2Q20 delayed
some negotiations, its deal flows largely remain intact. The industrial
segment is also a bright spot as the supply of industrial properties in the
pipeline is more favourable, compared to other sub-segments.

Expanding outside Johor. Management is looking within and beyond
Johor to expand its industrial park developments, and is also considering
targeting the mass industrial segment. Its flagship industrial parks, under
the i-Park brand, are of a standard rarely seen in Malaysia. We think the
central region and Penang could be potential sites. It will be an
opportunistic expansion strategy, given the lack of gated & guarded
industrial parks available in Selangor and Penang, as well as rising
demand for quality industrial space in Malaysia.

e Another industrial REIT in the making. Apart from development and
construction, AME also provides its industrial tenants with workers’
dormitories. Currently, the company has two dormitories and 34 industrial
property assets (factories). The recurring income stream contributed
MYR25.6m in EBIT or 32% of total EBIT in FY20. In the pipeline, there are
two more blocks of workers’ dormitories in i-Park @ Indahpura under
construction. Currently, the investment property portfolio is worth about
MYR500m. Management plans to grow the portfolio further, potentially
listing the assets as a REIT in three years for value-unlocking.

Strong earnings momentum. Since its listing at end-2019, AME has
seen strong growth in both unbilled sales, and its construction &
engineering orderbook. As of end-FY20, unbilled sales grew 104% YoY to
MYR105.6m, while its construction orderbook grew 187% YoY to
MYR309.3m. We believe the earnings momentum will continue, given that
the construction tenderbook stood at MYR600m.
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Note:

Small cap stocks are defined as companies with a

Forecasts and Valuation Mar-19 Mar-20 Mar-21F Mar-22F Mar-23F  market capitalization of less than USD1bn.
Total turnover (MYRm) 339 380 361 463 534

Recurring net profit (MYRm) 37 56 56 74

Recurring net profit growth (%) (22.7) 52.5 0.2 318 14.4

Recurring EPS (MYR) 0.09 0.13 0.13 0.17 0.20

DPS (MYR) 0.03 0.03 0.04 0.05

Recurring P/E (x) 18.94 12.42 12.39 9.40 8.22

P/B (x) 1.71 1.10 1.03 0.95 0.87

Dividend Yield (%) na 1.8 1.8 25 3.1

Return on average equity (%) 12.2 12.3 8.6 10.5 11.1

Net debt to equity (%) 26.0 13.7 17.3 20.3 21.4

Source: Company data, RHB
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Buy

Valuation basis

SOP

Key drivers

i. Beneficiary of US-China trade tensions;
ii. Expansion in landbank and industrial parks in
areas outside Johor.

Key risks

i. Unexpected economic downturn;
ii. Unfavourable drastic turn in FDI policies.

Company Profile

AME Elite Consortium (AME) is involved in the
construction of large manufacturing plants and
industrial properties, with core expertise in the
designing and building of industrial parks.

Source: Company data, RHB

Financial summary (MYR) Mar-19 Mar-20 Mar-21F Mar-22F Mar-23F
Recurring EPS 0.09 0.13 0.13 0.17 0.20
EPS 0.11 0.15 0.13 0.17 0.20
DPS - 0.03 0.03 0.04 0.05
BVPS 0.95 1.48 1.58 1.72 1.87
Return on average equity (%) 12.2 12.3 8.6 10.5 11.1
Return on average assets (%) 5.4 6.2 4.8 5.9 6.1
Valuation metrics Mar-19 Mar-20 Mar-21F Mar-22F Mar-23F
Recurring PIE (x) 18.94 12.42 12.39 9.40 8.22
PIB (x) 17 11 1.0 0.9 0.9
Dividend Yield (%) - 1.8 18 25 31
EV/EBITDA (X) 10.54 8.59 9.72 7.79 7.06
Income statement (MYRm) Mar-19 Mar-20 Mar-21F Mar-22F Mar-23F
Total turnover 339 380 361 463 534
Gross profit 94 120 106 153 176
EBITDA 7 93 86 113 129
Operating profit 77 93 86 113 129
Net interest (©)] (10) (5) (6) )
Pre-tax profit 73 89 81 107 122
Taxation (22) (20) (20) 27) (30)
Reported net profit a7 64 56 74 85
Recurring net profit 37 56 56 74 85
Cash flow (MYRm) Mar-19 Mar-20 Mar-21F Mar-22F Mar-23F
Change in w orking capital (12) (146) 43 (75) (51)
Cash flow from operations 40 (83) 103 5 40
Cash flow fromfinancing activities (14) 244 0 0 0
Cash at beginning of period 110 102 192 189 175
Net change in cash 26 160 103 5 40
Ending balance cash 136 263 295 194 215
Balance sheet (MYRm) Mar-19 Mar-20 Mar-21F Mar-22F Mar-23F
Total cash and equivalents 102 192 189 175 182
Tangible fixed assets 383 454 577 599 641
Total investments 32 21 21 21 21
Total other assets 3 4 4 4 4
Total assets 893 1,151 1,203 1,319 1,443
Short-term debt 29 22 22 22 22
Total long-term debt 187 261 291 311 341
Total liabilities 457 482 486 540 593
Shareholders' equity 406 633 677 734 797
Minority interests 30 35 40 46 52
Total equity 437 669 716 779 849
Total liabilities & equity 893 1,151 1,203 1,319 1,443
Key metrics Mar-19 Mar-20 Mar-21F Mar-22F Mar-23F
Revenue grow th (%) (0.7) 12.2 (5.2) 28.5 15.3
Recurring net profit grow th (%) (22.7) 52.5 0.2 318 144
Recurrent EPS grow th (%) (22.7) 52.5 0.2 318 144
Gross margin (%) 27.7 31.6 29.3 33.1 33.0
Recurring net profit margin (%) 10.8 14.7 15.6 16.0 15.9
Dividend payout ratio (%) 0.0 20.1 22.8 231 25.2

See important disclosures at the end of this report
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Investment Thesis

An industrial property expert

AME is an integrated industrial property development one-stop solution provider. Unlike
other developers that mainly focus on residential and commercial real estate, the
company’s expertise is in industrial properties, which is a largely untapped market. Its key
subsidiaries — AME Construction, Asiamost, and AME Engineering — are all registered with
the Construction Industry Development Board (CIDB) as Grade G7 contractors — the
highest classification accorded by the board. AME’s track record is well-reflected by the
profile of the operators/tenants at its industrial park, whereby 86% of them are
multinationals from the US and Asia.

AME’s capabilities and know-how in the design-and-build of industrial properties is at the
forefront. The company is able to facilitate the approval process from the authorities (to
obtain foreign consent for overseas manufacturers), customise, and build the factories
(typically) within a year, including renovation and retrofitting services. These are the types
of services that many other developers are not able to provide. AME’s industrial parks
under the i-Park brand are all gated & guarded, and equipped with various amenities, such
as recreational parks, CCTV surveillance, and workers’ dormitories, which are essential
for many manufacturers that rely heavily on labour.

On the other hand, a typical property developer would not be able to provide similar types
of services and amenities. Developers such as Eco World (ECW MK, NR), Mah Sing
(MSGB MK, BUY, TP: MYRO0.91) and UEM Sunrise-Ascendas’ business parks typically
offer warehouses and mini factories that are of standard designs and features. These may
not suit the needs of end-users from different industries.

AME currently has a few ongoing industrial projects, such as i-Park @ Indahpura Phase 3,
i-Park @ SAC Phase 1 & 2, and the key driver over the next 2-3 years, i-Park @ SAC
Phase 3, which was just started in early 2020.

_Figure 1: Key industry players in the development of industrial parks

Type of property

Company development

Type of industrial
development

Exam ple of Industrial Park ("IP")

Location of
industrial park

Residential, commercial

SP Setia Berhad ) .
and industrial

Gated guarded and
mixed industrial park

Setia Business Park |, Setia Business Park
I, Taman Industri Jaya, Temasya IP

Johor, Selangor

Eco World
Development
Group Berhad

Residential, commercial
and industrial

Gated guarded and
mixed industrial park

Eco Business Park |, Eco Business Park I,
Eco Business Park lll, Eco Business Park V

Johor, Selangor

Mah Sing Group | Residential, commercial

Mixed industrial park

i-Parc @ Tanjung Pelepas, i-Parc2 @ Shah
Alam, i-Parc3 @ Bukit Jelutong, M-Parc @

Johor, Selangor,

park

Berhad and industrial . Penang
Permatang Tinggi
UEM Sunrise Residential, commercial | Specialised and gated Nusajaya Tech Park, Bio-Xcell Johor
Berhad and industrial guarded industrial park Biotechnology Park
United Malayan | Residential, commercial| Specialised and gated lskandar Halal Park Johor
Land Berhad and industrial guarded industrial park
AME Hite industrial Gated guarded and i-Park @ SILC, i-Park @ Indahpura, i-Park Johor
Consortium Berhad mixed industrial park @ SAC, SME City and District 6
Crescendo Residential, commercial ) . . Nusa Cemerlang IP, Taman Perindustrian
. ) . Mixed industrial park Johor
Corporation Berhad and industrial Cemerlang
Gromutual Berhad Re5|dent|§I, comrnermal Mixed industrial park Troplkg 1P, A){er Hltam P Ta_man Johor
and industrial Perindustrian Bukit Gambir
WB Land Sdn Bhd Industrial Gated guarded industrial Frontier IP Johor

Source: NAPIC
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Figure 2: Facade of a typical factory in i-Park @ SAC Figure 3: One of the entrances to i-Park @ SAC

Source: RHB Source: RHB

Figure 4: Recreational park at i-Park @ SAC

Source: RHB Source: RHB

Relatively unperturbed by COVID-19

AME was relatively unaffected by the lockdowns in 2Q20, as its sales are not entirely
reliant on project launches and the opening of sales galleries. During the Movement
Control Order (MCO) period, management was still busy negotiating deals with foreign
and local manufacturers via virtual meetings. AME is the go-to contractor for many
multinationals and local corporations due to its ability to customise the building of
manufacturing plants and facilities. Having said that, the signing of contracts was delayed
slightly due to travel restrictions.

On 16 Jun —just after the MCO — AME announced that it is constructing a 10,000sgm floor
space high-performance/high-volume industrial electronics factory for Switzerland-based
electronics manufacturing services (EMS) player Enics AG in i-Park @ SAC. This is Enic’s
first manufacturing site in South-East Asia, and it is expected to be completed in early
2021. We understand that the factory will be held as an investment property, which would
be a new addition to AME’s existing industrial asset portfolio.

In July, a month after the MCO, Netherlands’ based HQ Pack commissioned AME to
expand its existing facility in i-Park @ Indahpura. The 60,000sqf integrated facility is
targeted for completion in 2H21.

See important disclosures at the end of this report R"B‘
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More favourable demand-supply mechanism in the industrial segment

Unlike the residential and commercial property markets, which are experiencing a supply
glut, the industrial segment is in a bright spot. The supply of industrial properties looks
more favourable, as many developers have been aggressively focusing on residential and
commercial properties over the past years.

According to data from the National Property Information Centre (NAPIC), the decline in
incoming supply of industrial properties (which include warehouses and other properties in
business parks) is more severe when compared to the fall in the supply of residential
properties. The drop in the incoming supply of residential properties is understandable,
given the oversupply conditions seen since 2015-2016. However, for the industrial
segment, the supply has been relatively lower in the past, and the products being offered
in the market may not be able to meet manufacturers’ needs.

Figure 6: Incoming supply of industrial properties and residential properties

Industrial properties Residential properties

2014 2015 2016 2017 2018 2019 2014 2015 2016 2017 2018 2019
Selangor 3,691 3,954 1,389 1,327 1,053 1,013 165,124 151,738 119,982 121,555 110,284 103,286
% change YoY 7% -65% -4% -21% -4% -8% -21% 1% -9% -6%
Johor 2,340 3,124 2,133 1,839 1,676 1,305 145,616 129,418 103,455 80,354 70,178 59,836
% change YoY 34% -32% -14% -9% -22% -11% -20% -22% -13% -15%
Pulau Pinang 232 292 283 158 176 293 67,108 82,837 50,315 44,046 49,543 43,123
% change YoY 26% -3% -44% 11% 66% 23% -39% -12% 12% -13%
Malaysia 11,264 11,206 6,901 5,675 4,917 4,343 769,788 766,582 511,090 480,892 467,091 443,161
% change YoY -1% -38% -18% -13% -12% 0% -33% -6% -3% -5%

Source: NAPIC

Opportunities to expand geographically, and to other mid-tier industrial
segments

AME has allocated MYR69m of its IPO proceeds for land acquisitions or JVs to expand its
industrial property development within 36 months since its listing in end-2019. While
management has evaluated several parcels via outright acquisitions, and/or JVs, nothing
has been firmed thus far. Management is looking to expand within Johor, as well as other
regions outside the state, including the Klang Valley or Penang, as these areas lack
integrated gated & guarded industrial spaces. Many of the established industrial parks in
Peninsular Malaysia also lack workers’ dormitories, so we think AME can play a vital role
in complementing the needs of these industrial parks.

Leveraging on its experience and track record, as well as its strong brand equity,
management is also looking to explore the mass industrial segment. We think this is a
strategic move, as the mid-tier/mass industrial segment is also a big market, especially for
local corporations that plan to expand and upgrade facilities. The wider product offerings
would also meet the requirements of some multinationals which have a lower budget for
capacity expansion.

For the existing i-Park @ SAC Phase 3, some small parcels of land will be allocated to
build standard factories. While this is different from AME’s usual business model, the
standard facilities are mainly targeted at companies looking for immediate relocation,
especially when the border reopens.

As industrial property development is sensitive to land costs, we think the new landbank
outside Johor will have to be in strategic areas, ie close to airports or sea ports, with good
accessibility, and more importantly, at a reasonable price. We believe land costs will likely
be capped at MYR80.00psf, so that the factories can be priced competitively, and be
economically viable for manufacturers.

See important disclosures at the end of this report RHB’
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Figure 7: Types of industrial parks in selected Peninsular Malaysia states
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Source: Economic Planning Unit, MIDA, State Development Corp, Smith Zander

Strong recurring income stream, and potentially another industrial REIT in
the making

Besides the revenue from property development and construction, AME also has a
growing income stream from its portfolio of industrial properties, which are currently worth
about MYR500m. The pool of assets include 34 factory units held under its investment
properties, 15 units held under inventory, and two workers’ dormitories located at i-Park @
Indahpura and i-Park @ SAC. The risk for tenancy withdrawal is relatively low, in our
opinion, as industrial tenants typically have their fixed facilities in place — so relocation is
not easy.

In FY20, recurring income grew 62% YoY to MYR25.6m at the EBIT level (or 32% of total
EBIT in FY20), from MYR15.8m in FY19. We believe the contribution from the investment
property portfolio will continue to grow — especially from the workers’ dormitories — due to
increasing demand from industrial tenants within the industrial parks. We understand that
the two existing dormitories, i-Stay @ Indahpura and i-Stay @ SAC, currently have
occupancy rates of 95% and 81%. In the pipeline, given the already-high occupancy, AME
will build two more blocks of workers’ dormitories in i-Park @ Indahpura, which will
increase the total number of beds to 8,474 in FY22 from 5,778 currently. Upon completion
in Oct 2021, we estimate that the new blocks could add another MYR5-6m to the current
total dormitory revenue of MYR9.6m in FY20.

AME will also continue to have new additions of factories or industrial properties. The
number of factories held as investment properties has increased to 34 in FY20, from 27
last year. However, two of the factories will be sold, as tenants were previously granted
the option to buy. In FY21, there will be a few new additions, including the recently-
completed 150,000sqgf warehouse in the Senai Airport City free zone. The building is
currently 70-80% leased out as storage space for AME'’s existing clients.

We understand that the lease tenure for industrial properties is typically 3 + 3 + 4 years,
with a 10% step-up in every renewal. As for the workers’ dormitories, management is
looking to raise rates by about 10% this year for the older dormitories, while the upcoming
dormitories will see 10% higher rates than the current average, given the better facilities.

Given the speed of AME’s asset portfolio expansion so far, we reasonably believe that the
company will be able to reach the MYR1bn mark (in market value) in 3-4 years. By then,
the time should be ripe for a listing of its assets as a REIT, as part of its value-unlocking
efforts. This would be a significant re-rating catalyst for the stock in future.

See important disclosures at the end of this report
Market Dateline / PP 19489/05/2019 (035080)
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Figure 8: Workers’ dormitory at i-Park @ SAC Figure 9: One of the rooms in the workers’ dormitories

Source: RHB Source: RHB

Figure 11: Tight security at workers’ dormitory entrance

Source: RHB Source: RHB
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Valuations & Recommendation

Initiate coverage with a BUY rating and MYR2.22 TP
We value AME based on SOP:
i. 50% discount to RNAV for the property development division;

ii. 13x P/E for the construction & engineering division, based on FY21 earnings
estimates;

iii. DCF methodology with a discount rate of 7% for the property investment division.

Our assumptions for DCF valuations:
i. Risk-free rate: 2.90% (in-house assumption);
ii. Market risk premium: 5.55% (in-house assumption);
iii. Market returns: 8.45% (i) + (ii)

iv. Beta: 1.2, as we deem the industrial property business to be more sensitive to
changes in market conditions;

v. Discount period of 20 years;
vi. Cost of equity: 9.6%, (ii) * (iv) + (i)

Note that there are no Malaysian listed companies comparable to AME, as most of the
listed developers focus on residential and commercial property projects. For some that
have industrial projects, their overall exposure is considered minimal, as this segment
possibly contributes less than 15% of their total portfolio GDV.

In the construction & engineering division, there are also no listed contractors that similarly
specialise in constructing factories and warehouses. Most listed contractors focus on
civil/infrastructure works, while some are primarily involved in high-rise residential towers
and purpose-built commercial buildings such as office towers, hotels, and shopping malls.

Therefore, our choice of valuation for each division takes into consideration the following
factors:

Construction & engineering division: We ascribe a P/E of 13x, which is very much in
line with the current valuations of some specialist contractors (ie contractors that focus on
specific segments). For this segment, the comparative peers would be Sunway
Construction (SCGB MK, NEUTRAL, TP: MYR2.14), Kerjaya Prospek (KPG MK, BUY,
TP: MYR1.31), and Econpile (ECON MK, BUY, TP: MYRO0.74). Although the segment that
these companies focus on is different from AME’s, given their specific niche, we think their
valuations are a fair benchmark for the company’s construction & engineering division.

Property development division: Although the industrial property development division
warrants a higher discount to RNAV, as buyers of this type of property are more
specifically-targeted, and products are not for the mass market (hence the lower
turnaround time), given the scarcity of listed industrial players on Bursa Malaysia, we think
a lower discount to RNAV of, say 50%, is justifiable for AME. This is also supported by the
company’s track record in the industry, as well as its management capabilities, product
quality and client profile. The industrial segment, as we mentioned earlier, is also less
affected by the prevailing supply glut experienced by the residential and commercial
segments.

Property investment division: We apply the DCF methodology to discount back the
recurring income from this segment, with 5% initial growth for the first five years, and 3%
for the remaining 15 years. We believe these assumptions are reasonable, as
management will likely expand its asset portfolio more aggressively to strengthen the
recurring earnings base during the initial years after listing. Our discount period of 20
years also take into account the long-term lease tenures for industrial properties (3+ 3 + 4
years), with a step-up of 10% every three years. Our 7% discount rate also reflects the
lower earnings risk from these investment properties. The discount rates for REITs under
our coverage are typically 5-6%.

See important disclosures at the end of this report
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Figure 12: RNAV estimates for the property development division

Remaining Effective NPV @ 9.6%
Projects Location Landbank (acres) GDV (MYRm) interest (MYRm)
Completed
i-Park @ SIiLC Johor 12.3 15 100% 4.6
District 6 Johor 7.6 59 100% 20.7
i-Park @ Indahpura (Ph 1 & 2) Johor 104.8 133 100% 46.6
Ongoing
i-Park @ Indahpura (Ph 3) Johor 85.4 88 50% 15.4
i-Park @ Senai Airport City (Ph 1 & 2) Johor 98.1 178 80% 49.8
The Jacaranda Johor 13.9 15 80% 4.2
i-Park @ Senai Airport City (Ph 3) Johor 76.6 425 80% 119.0
i-Park @ Indahpura (Plot 108) Johor 15.0 109 100% 38.2
Unbilled sales 35.0
Total 1,022 3334
Net asset for property development 1755
Total RNAV 508.9
Discount to RNAV 50%
Discounted RNAV 254.5

Note: the GDVs for the projects have excluded the value of investment properties
Source: Company data, RHB

Figure 13: SOP valuation

SOP Valuations Valuation basis Equity value (MYRm)
Property development 50% discount to RNAV 2545
Construction & engineering @ 13x PE 370.5
Property investment DCF @ 7% discount rate 4135
- Net debt -91.4
Total SOP 947.0
No. of shares (m) 427.1
TP (MYR) 2.22

Source: Company data, RHB

Figure 14: Peer comparison for property development (as of 17 Aug 2020)

FYE Price Target Mkt Cap P/E (x) EPS Growth (%) P/BV (x) P/ICF(x) ROE (%) DY (%) RNAV per Discount Rec
(MYR/s) (MYR/s) (MYRm) FY20F FY21F FY20F FY21F FY20F FY20F FY20F FY20F share (MYR) to RNAV

Sime Darby Property Dec 0.63 0.88 4,285 18.6 125 (34.7) 48.8 0.4 7.9 2.4 3.2 2.50 -75% Buy
UEM Sunrise Dec 0.41 0.70 1,838 11 4.0 (49.9) 0.5 0.2 2.4 18 0.0 2.80 -86% Buy
Matrix Concept® Mar 175 2.22 1,460 6.4 7.2 (5. (110) 0.8 4.2 B35 6.3 3.41 -49% Buy
Mah Sing Dec 0.71 091 1712 15 10.4 (29.5) 10.5 0.5 2.6 4.4 35 2.08 -66% Buy
UOA Dev Dec 158 180 3,106 10.6 2.4 (29.2) (14.8) 0.6 4.3 5.8 7.0 3.27 -52% Neutral
Eastern & Oriental®  Mar 0.41 0.45 580 16.5 2.3 (117.5) 34.9 0.3 2.9 2.0 2.5 2.27 -82% Neutral
Paramount Dec 0.77 0.93 473 16.9 85 (64.9) 97.9 0.3 11 38.9 2.6 3.71 -79% Neutral
Tambun Indah Dec 0.52 0.59 225 8.7 6.2 (37.8) 39.8 0.3 3.9 4.0 3.8 2.38 -78% Neutral
Hua Yang” Mar 0.26 0.26 90 22.3 13.6 89.3 64.1 0.2 5.6 0.7 0.0 2.65 -90% Neutral
Sector Avg 10.7 9.6 (14.2) 12.1

Note: "FY20-21valuations refer to those of FY2122
Source: Company data, RHB

See important disclosures at the end of this report
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Figure 15: Peer comparison for construction (as of 17 Aug 2020)

FYE Price Target Mkt Cap P/E (x) EPS Growth (%) P/BV(x) P/CF(x) ROE (%) DY (%) Rec
(MYR/s) (MYR/s) (MYRm) FY20F FY21F FY20F FY21F FY20F FY20F FY20F FY20F

Sunway Construction  Dec 180 2.14 2,321 319 15.2 (37.) 110.3 3.5 (60.3) 114 16 Buy
MRCB Dec 0.52 0.62 2,272 17.7 16.2 180.1 9.2 0.2 2.1 14 4.3 Buy
Kerjaya Prospek Dec 104 131 1,276 2.4 9.2 (26.0) 35.1 11 3.7 9.4 2.5 Buy
Econpile Jun 0.60 0.74 796 47.8 14.5 (34.8) 229.6 19 275 4.1 0.4 Buy
HSL Dec 0.91 123 497 5.1 9.9 (40.5) 52.7 0.6 35 3.9 12 Buy
Muhibbah Engineering Dec 0.81 110 392 5.0 4.0 107.6 24.2 0.3 15 6.8 5.0 Buy
Pintaras Jun 2.29 3.4 380 10.0 7.2 0.6) 39.8 11 513 115 4.4 Buy
Gabungan AQRS Dec 0.72 133 355 7.7 8.1 (50.4) nz.2 0.7 9.2 3.9 0.0 Buy
Gadang” May 0.41 0.60 299 6.8 4.5 5.2 518 0.5 19.4 6.6 2.6 Buy
MGB Dec 0.73 0.58 364 28.8 2.4 (5.7) 132.9 0.8 n2 2.7 0.0 Buy
Gamuda Jul 3.38 3.68 8,496 16.5 2.0 (28.4) 37.9 10 413 6.1 18 Neutral
1JM Corp” Mar 133 193 4,830 210 10.3 (39.) 103.3 0.5 6.9) 2.4 19 Neutral
Kelington Group Dec 106 114 340 33.9 18.4 (58.9) 84.0 2.0 9.9 6.1 0.7 Neutral
Kimlun Dec 0.77 0.80 262 10.6 7.5 (59.2) 40.8 0.4 3.9 3.4 19 Neutral
George Kent? Jan 0.80 0.50 422 1n1 8.7 (7.9) 27.2 0.8 (13.8) 7.5 0.0 Sell
Sector Avg 15.6 10.4 (23.8) 50.5

Note:"FY20-21valuations refer to those of FY21-22
Source: Company data, RHB

Figure 16: Regional peer comparison for industrial property developers (as of 14 Aug 2020)

Bloomberg Price  Market cap P/E () P/E (x) P/B (x) Div yield ROE (%) EV/EBITDA
Company Ticker Country  FYE (LC) (USDm)  1-yr fwd 2-yr fwd 1-yr fwd 1-yr fwd  1-yr fwd (x)
Bekasi Fajar Industrial Estate Thk PT BEST W Equity Indonesia  Dec 122 79.2 10.9 5.7 0.3 6.8% 24 7.4
Surya Semesta Internusa Tbk PT SSIA J Equity Indonesia  Dec 356 112.6 21.0 28.8 0.4 1.0% 12 5.6
Puradelta Lestari Tk PT DMAS I Equity Indonesia  Dec 236 764.9 14.7 14.7 1.8 6.5% 12.1 14.4
Kaw asan Industri Jababeka Thk PT KA 1 Equity Indonesia  Dec 142 198.9 9.6 8.0 0.5 2.1% 5.6 10.5
Lippo Cikarang Tbk PT LPCK I Equity Indonesia  Dec 795 143.3 45 41 0.2 na. - -
WHA Corp PCL WHA TB Equity Thailand Dec 334 1,608.2 19.2 16.5 17 2.8% 8.9 28.3
Amata Corp PCL AMATA TB Equity Thailand Dec 134 460.6 11.8 10.2 1.0 2.6% 9.2 15.7
Frasers Property Thailand PCL FPT TB Equity Thailand Dec 11.2 836.8 10.8 11.9 0.8 4.0% 7.3 214

Source: Bloomberg

See important disclosures at the end of this report
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Financial Overview

Strong earnings momentum in FY22

Earnings in FY21 will likely see flat growth due to the impact of COVID-19, as construction
works for some industrial buildings were delayed or halted during the MCO period.

Overall, we estimate FY21 and FY22 earnings to grow 0% and 32% YoY, underpinned by
MYR105.6m in unbilled sales and its MYR309.3m outstanding construction orderbook
(including engineering works). Note that quarterly revenue for the property development
division could be lumpy, as revenue recognition depends on the timing of its sales.
Revenue from land sales, and customised construction of factories will be recognised
progressively according to billings, while the sale of completed factories at industrial parks
should be recognised only upon completion of the transactions.

We expect FY21 profit margins to be lower than FY20’s levels due to temporary hiccups in
construction during the MCO period, and the fixed costs that the company had to bear as
a result — especially in 1QFY21. However, margins should improve in FY22 as
construction works normalise, in addition to the maiden contribution from its new
dormitories.

Dividend policy. AME has a 20% dividend payout policy, where at least 20% of its net
profit (minus fair value gain on investment properties) will be distributed as dividends to
shareholders. In FY20, the company declared its maiden DPS of 3 sen, translating to a
payout of 22-23%, and dividend yield of about 2%. Given its net gearing of only 0.14x,
coupled with the sustainable recurring income from its investment property portfolio, a
more generous payout is not unmanageable.

Margin breakdown for the three divisions

Construction & engineering. This division typically yields a gross margin of 15-20% and
PBT margins of around 10% or in the low teens. This is slightly better than some other
specialist contractors, such as Sunway Construction, Kerjaya Prospek, and Econpile.

Property development. This segment contributes around 50% in gross margins, which is
significantly higher than normal residential and commercial developments. We think the
high margins are partially due to the low land costs that AME has enjoyed in the past. We
believe these margins will likely be kept around the same levels, given management’s
prudent strategy in landbank acquisition, as land costs and location are top priorities. In
addition, given its specialisation in the construction of industrial properties, construction
works for both external and internal jobs are more efficient, and procurement costs for
building materials can be managed effectively.

Property investment. This division yields the highest margins — around 75% — at the
gross level. This is much higher compared to some asset owners or REITS, which typically
have net property income margins of 60-70%. We attribute the strong margin to the low
construction cost of AME'’s investment properties and, hence, the resulting rental yield is
fairly favourable to the company.

See important disclosures at the end of this report
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Key Risks

Key risks to our earnings forecasts and valuations include:

A drastic change in the global growth outlook, and worse-than-expected
second wave of COVID-19 infections. As AME’s customers are mainly industrial
players and manufacturers, demand from these buyers will be very much dependent
on the global economic environment. A negative change in the growth outlook should
affect capital investments of manufacturers, and may lead to lower local and foreign
direct investments;

. Inability to secure new contracts for orderbook replenishment — almost 70% of

AME’s total revenue is contributed by the construction & engineering services
division. Unless global economic conditions worsen unexpectedly, it is crucial for the
company to be able to secure sufficient new construction contracts to maintain
earnings and growth momentum going forward;

Delays in construction works — any delays are likely to derail the company’s
earnings. As the nature of the business relies heavily on labour and building
materials, any shortage or hiccup in the value chain, unfavourable weather
conditions, or adverse soil conditions should affect work flow. Hence, billings from the
construction works and property development division may be slower than expected.

See important disclosures at the end of this report
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Company Overview

Historical background

AME was incorporated in Aug 2018, but AME Construction commenced its construction
business in 1995. Now, AME is a construction and property group with core expertise in
the building of customised large manufacturing plants, as well as the design-and-build of
industrial parks. This is complemented by its offerings in engineering services and
property investment, as well as management services in Malaysia.

AME has been involved in the development of industrial parks in Johor since 2011.
Between 2011 and 2016, it completed three industrial parks with a total GDV of
MYR766m. These are the i-Park @ SiLC, District 6, and SME City. Currently, its ongoing
developments are i-Park @ SAC Phase 1 & 2 (GDV: MYR717m), as well as i-Park
Indahpura Phase 3 under the Axis AME IP JV. i-Park @ SAC Phase 3 has just started in
1Q20. This is a 77-acre plot, located next to Phase 1 & 2 acquired in 2019.

Business overview
AME is involved in four business segments:
i. Industrial property development;
ii. Construction;
iii. Engineering;
iv. Property investment and management services.

In FY20, about 66% of the company’s revenue was derived from contract income, which
comprises construction and engineering jobs. Industrial park development contributed
24%, while property investment assets made up the remaining 9%.

Figure 17: Revenue breakdown in FY19 Figure 18: Revenue breakdown in FY20

= Contract income = Property development = Contract income = Property development
= Rental income = Rental income
Source: Company Source: Company

See important disclosures at the end of this report 13 -
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Figure 19: AME’s project locations
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Industrial property development

AME has three key ongoing projects, which are all located in Johor:

i-Park @ Indahpura Phase 3. This project is undertaken by the JV company — Axis
AME [P (50:50). This phase is to be built with larger detached factories compared to
the factory sizes seen in Phase 1 & 2. The industrial land in Phase 3 is subdivided
into plots of different sizes, and will be left vacant, until sold or leased to customers or
tenants. So far, the company has sold (or leased) 80% of the units, and the project is
left with MYR110m in GDV.

ii. i-Park @ SAC. This is AME’s third and latest i-Park development project, occupying

an area of 189 acres, to be developed in three phases. Phase 1 and 2 have a land
size of 112 acres. The project is located at Senai Airport City, which is next to the
Senai Desaru Expressway. i-Park @ SAC is to be built with various types of factories,
workers’ dormitories, and sports and recreational facilities. There are also plans to
build a clubhouse, with a swimming pool, game courts and a gym. Five blocks of
workers’ dormitories were built in 1Q19, and commenced operations in 2Q19. As at
4QFY?20, AME has sold/leased 82% of the units in Phase 1 and 2, and the remaining
GDV is MYR373m.

The company has kicked off the development of Phase 3 in i-Park @ SAC early this
year. This is a 76.6-acre site adjacent to Phase 1 and 2. The development will
include 36 units/plots of 1 % storey detached factories. In 3QFY20, AME sold a 7-
acre plot, and is now waiting for the award of the construction contract. Phase 3
currently still has a balance GDV of MYR533m.

i-Park @ Indahpura (Plot 108). This is a 15-acre site that AME acquired shortly after
its listing. The land is adjacent to the existing i-Park @ Indahpura, with ready
infrastructure that allows for a quick turnaround to generate sales. Thus far, 30% of
the site has been sold/leased, whereby two detached factories are currently under
development. The project still has a remaining GDV of MYR109m.

See important disclosures at the end of this report
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Construction of large manufacturing plants and industrial buildings

AME has completed the construction of about 200 manufacturing plants and industrial
buildings over the past 20 years. AME Construction is registered with CIDB as a Grade G7
contractor — the highest classification accorded by the board — whereby the company is
allowed to tender for construction contracts of unlimited value.

The construction of customised large manufacturing plants is for various industries,
including steel, oleochemicals, oil & gas, electrical & electronics, consumer products, food
and beverage, logistics, and automotive. This type of construction work typically involves
multiple structures such as factory buildings, process plants, fabrication yards, storage
and warehousing facilities, and utility sub-stations, which may occupy a lot of space.

AME Construction undertakes construction works for the internal industrial park projects.
In addition, the unit offers retrofitting and renovation services to buyers/tenants for the
ready-built factories, to better suit their business functions. The same services are also
provided to its external clients.

Provision of engineering works and services

AME also provides steel engineering works, precast concrete works, and mechanical &
electrical (M&E) engineering services to external clients, as well as for internal
construction jobs. Given the group’s expertise in industrial properties, the provision of
these services is mainly for factories and warehouses, although AME has provided M&E
engineering services for residential and commercial buildings in the past.

Both AME Engineering and Asiamost are registered with CIDB as Grade G7 contractors
and, consequently, are allowed to tender for steel engineering and precast concrete
works, as well as fire protection system contracts of unlimited value. Asiamost
Engineering, however, is registered with CIDB as a G3 contractor. As such, it can tender
for contracts valued at not more than MYR1m for M&E engineering services. Since 2010,
the company has delivered and completed engineering works and services with contract
values of MYR3-16m.

Property investment and management services

The division is mainly involved in the leasing of industrial properties that AME has
developed and owned, as well as the rental and management of workers’ dormitories.

Currently 34 factories are held under investment property, and eight out of the 15 factories
held as inventory, have been rented out. The tenure for leasing contracts and tenancy
agreements are 1-10 years (the tenure for leasing contracts are typically longer). The
step-up in rental rates are typically at around 10% upon tenancy renewal every three
years.

AME has also been renting out its workers’ dormitories to the customers and tenants of its
industrial parks. The company currently has two operational workers’ dormitories, with a
5,778-bed capacity, at i-Park @ Indahpura and i-Park @ SAC. In the pipeline, is the
expansion of the workers’ dormitory in i-Park @ Indahpura, by adding two more blocks.
Upon completion in FY22, this will add 2,696 beds into the total dormitory portfolio. The
lease tenure for workers’ dormitories is 1-2 years, with an option to renew for another 1-2
years.

See important disclosures at the end of this report
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Senior Management Team

AME is led by a group of management personnel which is very experienced in the
construction industry:

Kelvin Lee Chai, Group Managing Director. Lee has about 34 years of experience in
the construction field, and seven years of experience in property development. He is
responsible for the company’s overall business direction, strategic planning, and
monitoring of daily on-site operations. In 1993, Kelvin founded AME Construction, and in
1994, together with three executive directors (Lim Yook Kim, Kang Ah Chee, and Lee Sai
Boon), established Asiamost, a company that provides M&E engineering services for
buildings. In 1997, Kelvin, together with Lim and Kang, set up Amsun Capital for the
provision of heavy construction equipment and machinery hiring services. In 2008, he co-
founded AME Engineering.

Lim Khai Wen, Managing Director of AME Engineering. Lim obtained a Master of
Science in International Business Management from the University of East London. He
joined AME Construction in 2007, and was appointed to its board of directors in 2013. He
is responsible for the overall operations, business development and strategic planning for
the company’s engineering division. He has about 10 years of working experience in the
construction industry.

Kang Koh Wei, Director of AME Construction. Kang graduated with a Bachelor of
Engineering (Civil) from Queensland University of Technology, Australia. He joined AME
Construction as a Project Engineer in 2007 and was then appointed as Site Manager in
2011, and Project Director in 2013. He is currently responsible for contract and project
management for the company’s construction division.

Gregory Lui Poh Sek, Group Financial Controller. Lui joined the company in 2016.
Prior to this, he worked at Price Waterhouse, Oriental Assembilers, Iskandar Regional
Development Authority, Dialog Engineering Singapore, and Edaran Tan Chong Motor
(Selatan). He is now overseeing the company’s overall financial matters, including
accounting, taxation, corporate finance and treasury functions.

Law Han Meng, Project Director of AME Construction. Law joined the company in
1996. He has about 28 years of experience in the construction industry. Law is currently
responsible for the management of construction projects. He supervises the project team
and monitors the execution of projects to ensure compliance with requirements of the
contracts, licenses, approved project plans and specifications. He is also involved in
project planning, project scheduling, and providing input for tender exercises. He has 28
years of experience in the construction industry.

Razal bin Ahmad, Deputy Managing Director in the M&E division. Razal has about 25
years of experience in M&E works, including 22 years in the construction industry. He
joined Asiamost in 1996, and now manages and leads the company’s heads of
departments (Asiamost). Razal is also involved in the operation of business, including
strategic business planning, business development, budget control, and sales &
marketing.

Teo Kian Jin, Project Director of AME Construction. Teo joined the company in 2007.
He has about 36 years of experience in the construction industry. Teo is now responsible
for the management of project operations, implementation of quality control procedures
within the company, and providing technical specifications in the tender documents. After
he graduated with Bachelor of Science (Civil & Structural Engineering) from Cardiff
University in 1982, Teo worked at Singapore’s Housing & Development Board, Long Hock
Huat Construction, and Syarikat Lian Mee Engineering.

Lim Pei Shi, Director (property development division) and alternate director to Lim
Yook Kim. Lim joined AME Development in 2011. She is currently responsible for the
property development division’s sales and marketing, including conducting presentations,
planning and organising marketing events. She is also involved in the negotiation of
commercial terms, including pricing and technical specifications, and liaising with the
project management team on the completion and delivery of properties.

See important disclosures at the end of this report
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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 forward-
looking 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.

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 fithess 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.

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.

The term “RHB” shall denote, where appropriate, the relevant entity distributing or
disseminating the report in the particular jurisdiction referenced below, or, in every
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related
companies.

RESTRICTIONS ON DISTRIBUTION

Malaysia

This report is issued and distributed in Malaysia by RHB Investment Bank Berhad
(“RHBIB”). 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. RHBIB 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 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
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the
Corporate Governance Report of Thai Listed Companies.
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Indonesia

This report is issued and distributed in Indonesia by PT RHB Sekuritas 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.

Singapore

This report is issued and distributed in Singapore by RHB Securities Singapore Pte
Ltd which is a holder of a capital markets services licence and an exempt financial
adviser regulated by the Monetary Authority of Singapore. RHB Securities Singapore
Pte Ltd may distribute reports produced by its respective foreign entities, affiliates or
other foreign research houses pursuant to an arrangement under Regulation 32C of
the Financial Advisers Regulations. Where the report is distributed in Singapore to a
person who is not an Accredited Investor, Expert Investor or an Institutional Investor,
RHB Securities Singapore Pte Ltd accepts legal responsibility for the contents of the
report to such persons only to the extent required by law. Singapore recipients
should contact RHB Securities Singapore Pte Ltd in respect of any matter arising
from or in connection with the report.

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’). Accordingly, access to this report via Bursa
Marketplace or any other Electronic Services Provider is not intended for any party
other than “major” US institutional investors, nor shall be deemed as solicitation by
RHB in any manner. RHB is not registered as a broker-dealer 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.

DISCLOSURE OF CONFLICTS OF INTEREST

RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and
associated companies, (“RHBIB Group”) form a diversified financial group,
undertaking various investment banking activities which include, amongst others,
underwriting, securities trading, market making and corporate finance advisory.

As a result of the same, in the ordinary course of its business, any member of the
RHBIB Group, may, from time to time, have business relationships with or hold
positions in the securities (including capital market products) or perform and/or solicit
investment, advisory or other services from any of the subject company(ies) covered
in this research report.

While the RHBIB Group will ensure that there are sufficient information barriers and
internal controls in place where necessary, to prevent/manage any conflicts of
interest to ensure the independence of this report, investors should also be aware
that such conflict of interest may exist in view of the investment banking activities
undertaken by the RHBIB Group as mentioned above and should exercise their own
judgement before making any investment decisions.

Malaysia

Save as disclosed in the following link RHB Research conflict disclosures — August

2020 and to the best of our knowledge, RHBIB hereby declares that:

1. RHBIB does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report.

2. RHBIB is not a market maker in the securities or capital market products of the
subject company(ies) covered in this report.

3. None of RHBIB's staff or associated person serve as a director or board
member* of the subject company(ies) covered in this report
*For the avoidance of doubt, the confirmation is only limited to the staff of
research department

4. RHBIB did not receive compensation for investment banking or corporate
finance services from the subject company in the past 12 months.

5. RHBIB did not receive compensation or benefit (including gift and special cost
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the
production of this report.

Thailand

Save as disclosed in the following link RHB Research conflict disclosures — August

2020 and to the best of our knowledge, RHB Securities (Thailand) PCL hereby

declares that:

1. RHB Securities (Thailand) PCL does not have a financial interest in the
securities or other capital market products of the subject company(ies) covered
in this report.

2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of RHB Securities (Thailand) PCL’s staff or associated person serve as a
director or board member* of the subject company(ies) covered in this report

1. *For the avoidance of doubt, the confirmation is only limited to the staff of
research department

4. RHB Securities (Thailand) PCL did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. RHB Securities (Thailand) PCL did not receive compensation or benefit
(including gift and special cost arrangement e.g. company/issuer-sponsored and
paid trip) in relation to the production of this report.

Indonesia

Save as disclosed in the following link RHB Research conflict disclosures — August

2020 and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares

that:

1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any
interest in the securities of the subject company(ies) covered in this report.

For the avoidance of doubt, interest in securities include the following:

a) Holding directly or indirectly, individually or jointly own/hold securities or
entitled for dividends, interest or proceeds from the sale or exercise of the
subject company’s securities covered in this report*;

b) Being bound by an agreement to purchase securities or has the right to
transfer the securities or has the right to pre subscribe the securities*.

c) Being bound or required to buy the remaining securities that are not
subscribed/placed out pursuant to an Initial Public Offering*.

d) Managing or jointly with other parties managing such parties as referred to
in (a), (b) or (c) above.

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a
director or board member* of the subject company(ies) covered in this report.

4. PT RHB Sekuritas Indonesia did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit
(including gift and special cost arrangement e.g. company/issuer-sponsored and
paid trip) in relation to the production of this report:

Notes:

*The overall disclosure is limited to information pertaining to PT RHB Sekuritas

Indonesia only.

**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only.

Singapore

Save as disclosed in the following link RHB Research conflict disclosures — August

2020 and to the best of our knowledge, RHB Securities Singapore Pte Ltd hereby

declares that:

1. RHB Securities Singapore Pte Ltd, its subsidiaries and/or associated companies
do not make a market in any issuer covered in this report.

2. RHB Securities Singapore Pte Ltd, its subsidiaries and/or its associated
companies and its analysts do not have a financial interest (including a
shareholding of 1% or more) in the issuer covered in this report.

3. RHB Securities, its staff or connected persons do not serve on the board or
trustee positions of the issuer covered in this report.

4. RHB Securities Singapore Pte Ltd, 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 covered in this report or
any other relationship that may create a potential conflict of interest.

5. RHB Securities Singapore Pte Ltd, or person associated or connected to it do
not have any interest in the acquisition or disposal of, the securities, specified
securities based derivatives contracts or units in a collective investment scheme
covered in this report.

6. RHB Securities Singapore Pte Ltd and its analysts do not receive any
compensation or benefit in connection with the production of this research report
or recommendation.

Analyst Certification

The analyst(s) who prepared this report, and their associates hereby, certify that:

(1) they do not have any financial interest in the securities or other capital market
products of the subject companies mentioned in this report, except for:

Analyst [ Company |

(2) no part of his or her compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this report.
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