dd
2
>
>
c
5]
Q
£
o
O
- -
O
(4
<
Ll
wn
IT]
o
>
=z
&
=
O
(O

Innovalues s,

Share Price: SGD0.65
Target Price: SGD1.02 (+58%)

Maybank kimEng

MCap (USD): 146M
ADTV (USD): 0.6M

VW Opens Up Value Window

VW’s emission scandal has affected global auto valuations,
adding on to China-slowdown woes.

Singapore

Technology

Innovalues not spared but this opens up buying window.
3Q15 likely in line, with high confidence of a 4Q rebound. No
change to EPS.

Maintain BUY. TP reduced to SGD1.02 from SGD1.18 on lower
peer average valuation of 12x (from 14x).

What’s New

VW’s cheating on emissions tests has affected the entire auto
supply chain. Regulators worldwide are clamping down. The US
Environmental Protection Agency is testing not just VW cars but all
diesel cars. Valuations have fallen worldwide.

What’s Our View

Still, we remain positive on Innovalues. We think its 30% retreat
from its peak reached after 2Q15 results opens up a buying
window. Valuations have retreated to 7x FY16 EPS and 5.6%
dividend yields.

The direct impact from the VW scandal is expected to be minimal,
unless wider repercussions emerge for the entire auto industry
which would affect the supply chain. However, longer-term
implications should be positive, as we believe more hardware
sensors will be needed to prevent similar cheating. This could
benefit Sensata and Innovalues.

Furthermore, initial customer caution in 3Q after the tip-over in
China’s auto sales since June should be waning as the industry and
government respond with sales-boosting measures. We expect
revenue growth to resume in 4Q, after a softer 3Q. We still expect
YoY growth in 3Q earnings from better margins and FX gains.

We maintain FY15-16 EPS. However, we lower our TP to SGD1.02
from SGD1.18 as the VW incident has reduced peer valuations from
14x average to 12x. Our TP is pegged to parity with peers.

FYE Dec (SGD m) FY13A FY14A FY15E FY16E FY17E
Revenue 99.3 108.5 117.3 137.9 158.6
EBITDA 17.3 24.7 34.1 411 46.0
Core net profit 6.4 15.8 23.0 27.2 30.7
Core EPS (cts) 2.0 4.9 7.2 8.5 9.6
Core EPS growth (%) 129.8 143.9 45.7 18.0 13.1
Net DPS (cts) 1.2 2.0 3.2 3.5 4.0
Core P/E (x) 31.9 13.1 9.0 7.6 6.7
P/BV (x) 3.6 2.9 2.5 2.1 1.8
Net dividend yield (%) 1.9 3.1 5.0 5.4 6.2
ROAE (%) 11.8 24.8 29.8 29.6 28.3
ROAA (%) 7.5 17.6 22.1 21.7 20.6
EV/EBITDA (x) 2.8 5.6 5.6 4.1 3.3
Net debt/equity (%) 2.1 netcash netcash netcash netcash

SEE PAGE 11 FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS
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B U Y (Unchanged)

Key Data
52w high/low (SGD) 0.93/0.37
3m avg turnover (USDm) 0.6
Free float (%) 52.7
Issued shares (m) 325
Market capitalization SGD209.3M
Major shareholders:
-GOH LENG TSE 20.2%
-ONG TIAK BENG 9.0%
-KOH BOON HWEE 6.8%
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1.00 900

0.90 800

0.80 \ 700

o we

0.50 / 400

g
0.40 300
0.30 200
0.20 100
0

0.10 T T T T T
Oct-13  Feb-14 Jun-14 Oct-14 Feb-15 Jun-15

——Innovalues - (LHS, SGD) Innovalues / Straits Times Index - (RHS, %)

1 Mth 3 Mth 12 Mth

Absolute(%) (1.5) (14.0) 51.8

Relative to index (%) 1.0 29 768
Maybank vs Market

Positive  Neutral Negative

Market Recs 2 0 0

Maybank Consensus % +/-

Target Price (SGD) 1.02 0.98 4.0

15 PATMI (SGDm) 23 22 3.1

16 PATMI (SGDm) 27 26 3.1

Source: FactSet; Maybank

Gregory Yap
(65) 6231 5848
gyap@maybank-ke.com.sg

Co. Reg No: 198700034E  MICA (P) : 099/03/2012



Innovalues

Exposure to VW

Direct exposure minimal

Management estimates that Innovalues’ direct and indirect business with
VW accounts for less than 10% of its revenue. It has exposure mainly
through Hilite, with direct VW/Audi business accounting for less than 1% of
its revenue. Although VW is a customer of Hilite, we understand that the
parts supplied by Hilite are only used for VW’s petrol engines, not diesel
engines, and only for engine and transmission systems, not exhaust
systems.

Innovalues supplies metal housing parts for Hilite’s engine and transmission
systems, such as engine control valves used to help reduce fuel
consumption, optimise engine performance and meet global emission
regulations. It also supplies parts for solenoid assemblies used in dual-
clutch transmission systems. In addition, it started to directly supply
transmission parts to VW/Audi late last year.

Possible overhang from indirect exposure

However, this is only its direct exposure. There may be indirect
ramifications as regulators clamp down on VW. They could either
temporarily stop sales, as Switzerland did with VW’s Euro 5 diesel cars, or
demand more vigorous checks. See Appendix 1 for a full list of regulatory
actions taken or announced so far. VW itself has admitted that 11m of its
cars worldwide have been fitted with the cheat device. The greater
concern is whether petrol cars, which make up the vast majority of cars
sold worldwide, and other car makers could be implicated. The US has
already warned that it intends to perform real-world testing of all diesel
passenger cars sold in the US, not just VW or its related brands.

What next?

Hardware sensors likely to be needed

In the longer term, regulators are likely to monitor emission levels more
stringently. Car makers will be pressed to work towards a real reduction of
emissions. In addition, there could be pressure to allow consumers
themselves to monitor their vehicles’ emission levels. This can be done
through dashboard readouts directly connected to hardware sensors that
cannot be circumvented by software.

Sensata’s CPOS could be right tool for the job

As it happens, Sensata’s Cylinder Pressure Only Sensor (CPOS) makes it
possible to measure directly the combustion process in a diesel engine. It
enables diesel automakers to eliminate up to 90% of harmful pollutants and
boost fuel economy.

Innovalues would benefit

Innovalues is a supplier of the CPOS metal housing to Sensata. Estimating
from the size of the metal housing for this part vs other parts such as MSG
and APT, unit pricing is likely to be higher. As it only started to supply this
part to Sensata last year, monthly production volume is still low. But with
the urgency provided by the VW scandal, we would expect future
increments to be exponential rather than linear.

October 5, 2015
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Innovalues

Current volumes suggest a <1% contribution to FY15 EPS from CPOS
housings, assuming blended margins. But this could rise to 2% in FY16, by
our estimates, even before factoring in any upside in response to the VW
scandal. In comparison, we estimate that MSG housings account for 20% of
its FY15 EPS, forming the bulk of Innovalues’ business with Sensata.

Maybank kimeng

Figure 1: Sensata’s Cylinder Pressure Only Sensors (CPOS) Figure 2: Benefits & savings from CPOS
Benefits
‘%“ « Emissions reduction: soot, NOx and/or hydro carbons (HC)
T « Improve efficiency: reduce CO2, improve fuel economy

Custom ASIC Sensor Strain Gage

Potential savings

Metal Membrane -

Engine Seal

« Compensate for tolerances: engine to engine, cylinder balancing, fuel
and air composition variability, etc.

« Switch back to low-cost injectors (piezo > magnet)

« Avoid second NOx sensor for on-board diagnostics (OBD), avoid fuel
quality sensor, etc.

« Eventually replace knock sensor, camshaft sensor, etc
« Increase engine power, torque calculation (IMEP)

« Noise reduction: combustion (smoothness of engine) and audible noise
o Control exhaust gas recirculation (EGR) to completely burn fuel by

recirculating a portion of exhaust through the combustion process

« Reduce engine development time at OEM and service diagnostics
« Enables homogeneous charge compression ignition (HCCI) where

air/fuel mixture is combusted through compression, not spark ignition

Source: Sensata Source: Sensata

Figure 3: Sensata’s Microfused Silicon Strain Gauge (MSG) Figure 4: Sensata’s Automotive Pressure Transducer (APT)

Source: Sensata Source: Sensata

2H15 outlook

Despite recent uncertainties, we maintain our FY15 EPS. 3Q15 results are
expected in November.

Revenue weaker but earnings saved by margins, FX in 3Q15
3Q15 revenue is likely to be softer sequentially due to weaker automotive
sales. However, we still expect a 32% YoY improvement to SGD5.5m, from
better margins and FX gains. This includes a retrenchment charge incurred
as Innovalues completed the relocation of its OA production from Shanghai
to Malaysia. Gross margins should have been sustained at the high end of
its 28-30% guidance. In addition, with 90% of its revenue in USD, Innovalues
should have benefited from USD strength.

October 5, 2015
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We project a 5-6% YoY/QoQ decline in revenue to SGD27m, mainly due to
lower AU revenue. This factors in softer orders following the tip-over in
China’s new vehicle sales since June. Customers were likely to have held
back on new orders and not replenished inventories until the smoke
cleared.

We also expect the decline to be moderated by higher Office Automation
revenue in 3Q. OA revenue is expected to be better this year as printer
customers such as HP have been bringing production back from China to
Southeast Asia as China’s wages have risen significantly. In major cities,
Chinese workers are now estimated to cost twice a worker in Malaysia or
Thailand.

High confidence in 4Q15 reboot

We expect 4Q15 revenue and earnings to rebound. We understand from
management that customers have gotten over their initial caution as the
situation stabilises. This bodes well for 4Q. Forecasts by major customers
are unchanged. With that, we have high confidence that Innovalues will be
able to meet our forecast, especially if the momentum can be sustained in
October. We project revenue of SGD30m (+11% YoY) and a net profit of
SGD6.1m (+12% YoY) for 4Q15.

In response to slumping sales since June, car makers and their dealers in
China have been dangling various incentives, including subsidised
insurance, zero down-payment financing, interest-free loans and higher
trade-in prices to lure car buyers. As a result, car sales in China rose 12%
MoM in August, reversing a 4-month slump. In addition, the Chinese
government recently slashed the sales tax on small passenger vehicles by
half.

Figure 5: China’s monthly passenger car sales
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Source: China Association of Automobile Manufacturers, via Bloomberg

2016 outlook

We also maintain our FY16 forecasts. Earlier revenue-growth assumptions
have been toned down. However, we believe margins will be better as
there will be cost savings from the relocation of its OA production to
Malaysia. Innovalues is also embarking on its next phase of productivity

October 5, 2015
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improvements. The USD, moreover, continues to strengthen against SGD,
MYR and THB, providing further uplift.

More demand from Hilite likely for transmission systems

We also expect higher demand from Hilite for transmission system parts in
2016-17 in response to VW’s gearbox investments in China. Production will
begin in stages in 2016, before hitting full stride in 2017.

VW has a new gearbox component plant outside Tianjin that opened in
2014. This is still ramping up, according to media reports. The plant was
built to produce its DSG gearboxes, with an annual capacity of 450,000. In
subsequent phases, production is expected to increase to 1.2m units and
include more advanced systems.

Following a power-loss issue experienced by its older Direct Shift Gearbox
(DSG) transmission systems, VW is replacing them with more advanced
gearboxes. Earlier, it was evaluating whether to stay with in-house DSGs or
use external suppliers such as Aisin and ZF. Reports suggest that it has
decided to stay with its own redesigned DSGs." It is thus investing in its
Tianjin plant to make these more advanced DSGs. Hilite is a key
transmission system module supplier to VW.

While the emission scandal could slow down VW’s sales worldwide, it also
could add to VW’s urgency to monetise its sizeable investment in Tianjin.
VW reportedly invested €265m in Phase 1 of the plant.? This should ensure
the plant’s ramp-up, which fortunately has not been affected by the
August port explosion.?

Cash flows better on project delay; special dividend likely
Hilite is fine-tuning the parts needed for ZF, a key supplier of 9-speed
transmission systems for the global auto industry that is becoming more
widely used. This could delay the capex decision needed for the project
till 2016 and actual investments till 2017. As we have not included any
contributions in our FY16 forecasts, no negative impact is expected.

In fact, the delay could improve cash flows, as we had projected some
increase in capex from SGD7m in FY15 to SGD10m in FY16. We reduce FY16
capex to SGD7m, leading to projected end-FY16 cash of SGD57m, up from
SGD54m in our previous forecast. As FY15 capex could also be slightly
lower than expected, we expect better cash this year as well. This gives us
cause to believe that Innovalues may declare a special dividend this year,
repeating or improving on its 0.8ct special DPS in FY14. We currently
forecast a total DPS of 3.2 cts for FY15, including a 0.8 SGD ct special DPS.

! http://www.goauto.com.au/mellor/mellor.nsf/story2/21DBBAF2BC57C1D3CA257BF80019F 469
2 http://www.volkswagenag.com/content/vwcorp/info_center/en/news/2014/11/VW_China.html
3 http://www. just-auto.com/news/vw-gearbox-site-running-but-tianjin-still-inaccessible_id162042.aspx

October 5, 2015
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Valuations

TP reduced to SGD1.02 on lower peer valuations

The VW scandal has compressed valuations for many auto stocks, including
suppliers such as Sensata. These are the peers we benchmark Innovalues
to. We reduce our valuation for Innovalues from 14x FY16 P/E to 12x, still
on par with its peers. Our new TP is SGD1.02, down from SGD1.18.

Figure 6: Peer valuations

Close Mkt Cap P/E (x) P/BV (x) Div yield (%) Net margin ROE

Company (LC) (USD m) Act FY1 FY2 Act FY1 FY2 Act FY1 FY2 Act Act
Innovalues 0.63 143 12.8 8.8 7.4 2.9 2.4 2.0 3.2% 5.1% 5.6% 14.6% 24.8%
Mean of local peer group 17.1 19.1 12.6 0.9 1.1 1.1 6.3% 9.1% 9.1% 9.9% 7.6%

Mean of international peer group 16.0 13.9 11.9 2.7 2.4 2.1 2.3% 2.7% 3.2% 7.4% 17.1%

Singapore 17.1 19.1 12.6 0.9 1.1 1.1 6.3% 9.1% 9.1% 9.9% 7.6%
Venture Corporation 8.16 1,578 14.7 13.6 125 1.2 1.2 1.2 6.3% 6.3% 6.3% 5.8% 8.1%
HI-P International 0.36 224 28.1 36.0 18.0 0.5 n/a n/a 2.8% 11.1%  11.1% 1.1% 1.7%
UMS Holdings 0.50 150 8.6 7.7 7.2 1.1 1.1 1.0 10.0% 10.0% 10.0% 22.7% 13.1%
Europe 13.6 11.0 9.5 2.2 1.9 1.6 2.9%  3.2% 3.6% 5.2% 16.3%
Continental AG 191.05 42,812 13.2 121 113 2.9 2.5 2.2 2.0% 2.3%  2.6% 7.3% 22.2%
CIE Automotive SA 12.43 1,796 12.6 10.3 8.8 2.2 1.9 1.7 2.2% 2.8% 3.4% 4.7% 17.6%
Montupet SA 50.38 609 9.9 8.3 7.2 2.0 1.8 1.5 2.6% 3.5%  4.4% 10.7% 20.8%
Bulten AB 72.75 183 16.8 12.6 104 1.2 1.2 1.1 4.1% 4.2%  4.5% 3.8% 7.8%
SHW AG 19.83 143 10.8 7.5 7.1 1.4 1.1 1.0 5.0% 5.4% 5.3% 2.5% 12.8%
Progress-Werk Oberkirch AG 35.18 123 15.0 12.5 9.4 1.1 1.1 1.0 4.1% 4.2% 4.8% 1.9% 7.4%
paragon AG 22.97 106 17.0 13.8 12.3 43 3.5 3.0 0.0% 0.0%  0.0% 5.7% 25.3%
USA 16.9 15.6 14.0 4.1 3.7 3.3 1.3% 1.6% 1.7% 11.6% 22.5%
TE Connectivity 59.47 23,930 15.7 16.4 146 2.7 2.6 2.4 1.8% 2.0% 2.1% 12.9% 20.6%
Cummins Inc 105.40 18,830 11.5 10.5 10.0 2.5 2.3 2.0 2.7% 3.2% 3.7% 8.6% 21.6%
Amphenol Corporation 50.03 15,467 22.2 20.4 18.3 5.5 5.4 4.7 0.9% 1.1% 1.2% 13.3% 24.6%
Sensata Technologies 43.44 7,390 18.3 15.0 13.0 5.7 4.7 4.1 0.0% 0.0% 0.0% 11.8% 23.2%
Rest of Asia 20.3 20.3 16.3 1.9 1.8 0.8 2.1%  3.0% 6.5% 6.6% 9.3%
AVIC Electromechanical Systems  19.25 2,820 43.1 34.8 28.1 2.8 2.7 n/a 0.6% 0.8% n/a 4.8% 6.6%
Eva Precision Industrial 1.51 363 8.2 5.8 4.6 1.0 0.9 0.8 3.6% 5.1% 6.5% 8.3% 11.9%
IPE Group 1.05 126 9.5 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

Share prices as of 2 Oct 2015
Source: FactSet, Maybank Kim Eng
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Appendix 1

Figure 7: How regulators around the world have reacted to the VW emissions scandal so far

AUSTRALIA: Australia’s competition regulator said it was looking into whether Volkswagen had misled consumers over its emissions claims after the
German carmaker admitted cheating on U.S. pollution tests.

BRITAIN: Britain’s transport minister said the government would work with vehicle manufacturers to ensure that the use of emissions-cheating
software was not being used widely in the industry. Vehicle Certification Agency to re-run lab tests and compare with "real-world" driving emissions.

CANADA: Environmental Agency investigating some 100,000 Volkswagen and Audi diesel cars. Also teaming up with US Environmental Protection
Agency to road test all diesel passenger cars, not just Volkswagen and its other brands.

CZECH REPUBLIC: A Czech transport ministry spokesman said the country was closely following the outcome of German investigations. “The problem
has so far been identified only in the United States. It will be important to find out whether such vehicles are also in Europe and what course of
action Germany takes.”

EUROPEAN UNION: The European Commission urged all member states to investigate into how many cars use illegal “defeat” devices to cheat
emissions tests in light of the scandal at Volkswagen. EU regulators said they were in contact with Volkswagen and U.S. authorities following the car-
maker’s admission it had rigged emissions tests, and called on member states to rigorously enforce the relevant law.

FRANCE: France will carry out testing to establish whether vehicles on its roads are equipped with banned software of the kind used by Volkswagen
in the United States to trick emissions tests. Environment minister Segolene Royal said that she had asked the US Environmental Protection Agency
for further information about the case.

GERMANY: Germany’s transport minister said that emissions manipulations by Volkswagen took place in Europe, not just in the United States. It said
it would send a fact-finding committee to Volkswagen. The committee is to speak with executives at Volkswagen’s headquarters in Wolfsburg and
request access to documents, the ministry said in a statement.

ITALY: Italy will test 1,000 cars from all the VW brands sold nationally, its transport minister said. Italy has also said it would open its own
investigation into whether Volkswagen had cheated in diesel vehicle emissions tests in Europe as it did in the United States. The Italian Transport
Ministry said it had sent a letter to Volkswagen and the main emissions tester in Germany to ask “if the anomalies found could also have been
conducted on vehicles sold and tested in the European Union.”

MEXICO: Mexico is checking to see if Volkswagen has complied with its emissions standards and will act if it finds anomalies, its environment
minister said.

NETHERLANDS: Dutch regulator says the engines used in Netherlands are tested in Germany by the KBA (federal transport authority), which uses
European-wide emissions standards. No separate tests planned by the Dutch.

SOUTH KOREA: South Korea’s environment ministry said it would investigate 4,000 to 5,000 of Volkswagen’s Jetta, Golf and Audi A3 vehicles
produced in 2014 and 2015, and could expand its probe to all German diesel cars if it found problems. South Korea will expand emission probe into
diesel vehicles made by other carmakers once it completes testing Volkswagen cars, according to an e-mailed statement from the Ministry of
Environment.

SPAIN: Industry Minister Jose Manuel Soria said on Saturday he would ask VW to pay back subsidies for clean cars it was given by Spanish authorities.

SWEDEN: The Swedish Transport Agency is not taking any immediate action as it had just finished annual emission controls. However a spokesman
said it was considering extra rigorous checks on VW next year.

SWITZERLAND: Swiss authorities on Friday said they would ban the sale of Volkswagen Group cars affected by the diesel manipulation row until the
authorities have clarified whether they have been equipped with manipulated software. The agency said it was preparing to withdraw approval of
affected models — which include Audi, Seat, Skoda and Volkswagens brand vehicles built between 2009 and 2014 equipped with 1.2 TDI, 1.6 TDI and
2.0 TDI diesel motors — until the situation was clarified. Up to 180,000 vehicles in Switzerland could be affected, the agency said in a statement.
Those already on the road would be exempted.

USA: Environmental Protection Agency will retest emissions from every type of diesel passenger car in the US. California Air Resources Board and
Environment Canada will join the testing. In addition to its five standard emissions tests, the EPA said it now will test or require testing in a setting
that emulates normal driving, a measure specifically designed to protect against so-called defeat devices like the one VW employed. The agency and
its partners also will use portable devices to measure the real-life emissions of vehicles as they are driven on open roads.

RUSSIA: Russian state standards agency Rosstandart said it had requested information from Volkswagen about the German carmaker's diesel engines.

Source: Various news agencies
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FYE 31 Dec FY13A FY14A FY15E FY16E FY17E
Key Metrics
P/E (reported) (x) 23.7 13.1 9.0 7.6 6.7
Core P/E (x) 31.9 13.1 9.0 7.6 6.7
P/BV (x) 3.6 2.9 2.5 2.1 1.8
P/NTA (x) 3.6 2.9 2.5 2.1 1.8
Net dividend yield (%) 1.9 3.1 5.0 5.4 6.2
FCF yield (%) 6.7 9.4 8.2 15.7 14.5
EV/EBITDA (x) 2.8 5.6 5.6 4.1 3.3
EV/EBIT (x) 4.9 7.8 7.2 5.2 4.2
INCOME STATEMENT (SGD m)
Revenue 99.3 108.5 117.3 137.9 158.6
Gross profit 25.8 35.9 43.8 54.3 62.5
EBITDA 17.3 24.7 34.1 41.1 46.0
Depreciation (7.3) (7.0) (7.6) 8.7) 9.2)
Amortisation 0.0 0.0 0.0 0.0 0.0
EBIT 10.0 17.7 26.5 325 36.7
Net interest income /(exp) (0.8) (0.3) (0.4) (0.5) (0.6)
Associates & JV 0.0 0.0 0.0 0.0 0.0
Exceptionals 2.3 0.0 0.0 0.0 0.0
Other pretax income 0.0 0.0 0.0 0.0 0.0
Pretax profit 9.2 17.4 26.1 32.0 36.2
Income tax (0.5) (1.6) 3.1) (4.8) (5.4)
Minorities 0.0 0.0 0.0 0.0 0.0
Perpetual securities 0.0 0.0 0.0 0.0 0.0
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit 8.7 15.8 23.0 27.2 30.7
Core net profit 6.4 15.8 23.0 27.2 30.7
BALANCE SHEET (SGD m)
Cash & Short Term Investments 11.3 22.8 33.3 56.5 76.0
Accounts receivable 17.9 23.9 26.8 29.3 33.7
Inventory 12.7 8.4 12.6 12.8 14.8
Property, Plant & Equip (net) 39.6 38.0 37.4 35.7 33.5
Intangible assets 0.0 0.0 0.0 0.0 0.0
Investment in Associates & JVs 0.0 0.0 0.0 0.0 0.0
Other assets 2.4 2.2 2.6 3.0 3.4
Total assets 83.9 95.3 112.7 137.4 161.4
ST interest bearing debt 7.7 71 10.4 12.3 14.5
Accounts payable 14.3 15.2 12.6 18.3 21.1
LT interest bearing debt 4.8 1.8 5.7 6.7 7.7
Other liabilities 0.0 1.0 0.0 0.0 0.0
Total Liabilities 27.0 24.7 29.0 37.7 43.7
Shareholders Equity 56.9 70.7 83.8 99.8 117.8
Minority Interest 0.0 0.0 0.0 0.0 0.0
Total shareholder equity 56.9 70.7 83.8 99.8 117.8
Perpetual securities 0.0 0.0 0.0 0.0 0.0
Total liabilities and equity 83.9 95.3 112.7 137.4 161.4
CASH FLOW (SGD m)
Pretax profit 9.2 17.4 26.1 32.0 36.2
Depreciation & amortisation 7.3 7.0 7.6 8.7 9.2
Adj net interest (income)/exp 0.8 0.3 0.4 0.5 0.6
Change in working capital 1.2 (0.6) (7.3) 3.1 (3.4)
Cash taxes paid (0.5) (1.2) (2.8) (4.8) (5.5)
Other operating cash flow 0.0 1.3 0.0 0.0 0.0
Cash flow from operations 18.0 24.3 24.0 39.4 371
Capex (4.3) (4.9) (7.0) (7.0) (7.0)
Free cash flow 13.7 19.4 17.0 32.4 30.1
Dividends paid (3.8) (3.9) (10.3) (11.2) (12.8)
Equity raised / (purchased) 0.2 0.3 0.2 0.0 0.0
Perpetual securities 0.0 0.0 0.0 0.0 0.0
Change in Debt (10.4) (4.2) 4.3 2.3 2.6
Perpetual securities distribution 0.0 0.0 0.0 0.0 0.0
Other invest/financing cash flow (0.7) 0.2) (0.6) (0.3) (0.4)
Effect of exch rate changes 0.0 0.0 0.0 0.0 0.0
Net cash flow (1.0) 11.5 10.6 23.2 19.5
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FYE 31 Dec FY13A FY14A FY15E FY16E FY17E
Key Ratios
Growth ratios (%)
Revenue growth 8.2 9.2 8.2 17.5 15.1
EBITDA growth (28.0) 43.2 37.7 20.8 11.7
EBIT growth (39.9) 78.1 49.4 22.5 13.2
Pretax growth (41.1) 89.3 50.3 22.4 13.1
Reported net profit growth (43.5) 82.2 45.7 18.0 13.1
Core net profit growth 129.8 146.1 45.7 18.0 13.1
Profitability ratios (%)
EBITDA margin 17.4 22.8 29.0 29.8 29.0
EBIT margin 10.0 16.3 22.6 23.5 23.2
Pretax profit margin 9.2 16.0 22.3 23.2 22.8
Payout ratio 44.0 40.6 44.6 41.4 41.8
DuPont analysis
Net profit margin (%) 8.7 14.6 19.6 19.7 19.4
Revenue/Assets (x) 1.2 1.1 1.0 1.0 1.0
Assets/Equity (x) 1.5 1.3 1.3 1.4 1.4
ROAE (%) 11.8 24.8 29.8 29.6 28.3
ROAA (%) 7.5 17.6 221 21.7 20.6
Liquidity & Efficiency
Cash conversion cycle 61.6 48.6 61.1 61.4 49.4
Days receivable outstanding 61.0 69.4 77.8 73.2 71.5
Days inventory outstanding 65.3 52.3 51.3 54.7 51.6
Days payables outstanding 64.7 73.1 68.0 66.6 73.7
Dividend cover (x) 2.3 2.5 2.2 2.4 2.4
Current ratio (x) 2.0 2.5 3.2 3.3 3.5
Leverage & Expense Analysis
Asset/Liability (x) 3.1 3.9 3.9 3.7 3.7
Net debt/equity (%) 2.1 net cash net cash net cash net cash
Net interest cover (x) 12.8 50.8 70.8 67.3 64.3
Debt/EBITDA (x) 0.7 0.4 0.5 0.5 0.5
Capex/revenue (%) 4.3 4.5 6.0 5.1 4.4
Net debt/ (net cash) 1.2 (13.9) (17.2) (37.5) (53.8)

Source: Company; Maybank
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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 IOD 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.
No.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 5 October 2015, 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 5 October 2015, 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.

=

Ong Seng Yeow | Executive Director, Maybank Kim Eng Research

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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