
 

 
 

See important disclosures at the end of this report  Powered by EFA
TM

 Platform  1 

 

      

 Results Review, 29 October 2015 

      

 
OCBC (OCBC SP)  Buy (Maintained) 
Financial Services - Banks Target Price: SGD10.70 

Market Cap: USD27,154m Price: SGD9.20 

  

Proactive Restructuring Of Oil & Gas Loans  

Macro  

 
1
.
0
0 

Risks  

 
2
.
0
0 

Growth  

 
2
.
0
0 

Value  

 
2
.
0
0 

 
 

 
 
 
 
 

97

99

100

102

104

105

107

8.4

8.9

9.4

9.9

10.4

10.9

11.4

OCBC  (OCBC SP)
Price Close Relative to Straits Times Index (RHS)

5

10

15

20

25

O
c
t-

1
4

D
e

c
-1

4

M
a

r-
1

5

M
a

y
-1

5

J
u
l-
1

5

S
e

p
-1

5

V
o

l 
m

 
Source: Bloomberg 

 
Avg Turnover (SGD/USD) 64.2m/45.8m 

Cons. Upside (%) 19.6 

Upside (%) 16.3 

52-wk Price low/high (SGD) 8.70 - 10.9 

Free float (%) 75 

Share outstanding (m) 4,117 

Shareholders (%)  

Selat 10.6 

Aberdeen 5.9 

  

 
Share Performance (%) 

 YTD 1m 3m 6m 12m 

Absolute (12.1) 5.4 (10.4) (15.0) (5.4) 

Relative (2.4) (3.5) (3.1) (2.0) (0.1) 

 

Shariah compliant 
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Forecasts and Valuations Dec-13 Dec-14 Dec-15F Dec-16F Dec-17F

Reported net profit (SGDm) 2,768 3,842 3,841 4,102 4,461

Net profit growth (%) (30.7) 38.8 (0.0) 6.8 8.7

Recurring net profit (SGDm) 2,768 3,451 3,841 4,102 4,461

Recurring EPS (SGD) 0.78 0.92 0.95 1.00 1.08

BVPS (SGD) 7.10 7.79 8.27 8.87 9.55

DPS (SGD) 0.33 0.34 0.25 0.37 0.37

Recurring P/E (x) 11.8 10.0 9.7 9.2 8.5

P/B (x) 1.30 1.18 1.11 1.04 0.96

Dividend Yield (%) 3.6 3.7 2.8 4.0 4.0

Return on average equity (%) 10.9 13.7 11.8 11.6 11.8

Return on average assets (%) 0.9 1.0 1.0 1.0 1.0

Our vs consensus EPS (adjusted) (%)   3.1 1.5 1.7
 

Source: Company data, RHB 

3Q15 core net profit fell 14% QoQ mainly on lower non-interest income 
and higher provisions. Maintain BUY, with a lower TP of SGD10.70 TP 
(from SGD10.90, 16% upside). Our TP implies a FY16F P/BV of 1.25x vs 
the historical mean of 1.35x. OCBC’s asset quality remains resilient 
despite the sharp 28% QoQ rise in NPLs. Proactive restructuring of oil & 
gas loans would help keep its credit cost in check.  

  
 9M15 earnings in line. OCBC posted core net profit of SGD902m (-14% 

QoQ/+7% YoY) for 3Q15 and SGD2,943m for 9M15 (+11% YoY). 9M15 
earnings were at 78% of consensus’ 2015 forecast of SGD3,786m. The 
sequential drop in earnings was mainly due to lower non-interest income 
(-17% QoQ) and higher impairment charges (+68% QoQ).  

 Key positives for 3Q15 were: i) stable net interest margin (NIM) of 

1.66% as the drop in asset yields was compensated by lower funding 
costs, ii) operating expenses were well-controlled (-2% QoQ),                
iii) deposits grew 2% QoQ with demand deposits up 8% QoQ, and         
iv) fully-loaded Common Equity Tier 1 (CET1) ratio strengthened further 
to 11.4% (June: 11.2%, Dec 2014: 10.6%). The negatives were: i) a 
sharp 28% QoQ rise in gross non-performing loans (NPLs) that led to a 
higher credit cost of 33bps (2Q15: 20bps) and lower loan loss coverage 
(LLC) of 125.8% (June: 156.4%), and (ii) still-weak loan demand. Gross 
loans were up 1% QoQ, but stayed flat on constant currency terms. 

 Asset quality. The spike in NPLs was largely due to proactive action to 

restructure accounts in the oil & gas support services sector, given the 
prolonged slump in oil prices. OCBC is seeing almost zero NPLs in its 
commodity exposure while its China NPL ratio is a low 0.3%. 

 Maintain BUY. Although loan growth would be softer than expected, 

management expects OCBC’s underlying operations to be supported by 
growth in its wealth management business. It believes NIM can be 
sustained at 3Q15 levels while credit cost would likely be maintained at 
current levels. We lower our GGM-based TP to SGD10.70 (from 
SGD10.90) after fine-tuning of our ROE forecasts, implying a 1.25x 
FY16F P/BV (historical mean: 1.35x). Maintain BUY, as pre-emptive 
restructuring of oil & gas loans would help keep credit costs in check. 
OCBC’s gross NPL ratio of 0.88% remains the lowest among peers, 
while its LLC is at a comfortable level.  
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Results At a Glance 

Figure 1:  OCBC’s 3Q15 and 9M15 results summary 

FYE Dec  (SGDm) 3Q14 2Q15 3Q15 
QoQ 
(%) 

YoY 
(%) 9M14 9M15 

YoY 
(%) Comments – 9M15 vs 9M14 

            
Net interest income 1,246 1,282 1,317 3 6 3,459 3,848 11 Growth underpinned mainly by a 14% 

YoY rise in interest-earning assets. 

Net interest margin 1.68% 1.67% 1.66% -1bps -2bps 1.69% 1.65% -4bps Down 4bps YoY as a 3bps rise in asset 
yields was offset by an 8bps increase in 
total funding costs. 

Non-interest income 1,192 939 775 (17) (35) 2,842 2,573 (9) Fee income rose 12% YoY on higher 
income from brokerage, wealth 
management and credit card fees. 
Profit from life insurance fell 32% YoY 
and net trading & investment income 
rose 41% YoY. 

Non-II/Total income  39.1% 42.3% 37.0%   41.2% 40.1%    

Operating income 2,438 2,221 2,092 (6) (14) 6,301 6,421 2   

Overhead expenses (870) (918) (900) (2) 3 (2,336) (2,691) 15 The rise reflects the consolidation of 
OCBC WH. Ex-OCBC WH, opex rose 
5% YoY. 

Cost-Income Ratio  42.5% 41.3% 43.0%   39.7% 41.9%   

Pre-Impairment profit 1,568 1,303 1,192 (9) (24) 3,965 3,730 (6)  

Impairment charges (111) (104) (175) 68 58 (246) (367) 49 Allowances for loan impairments rose 
20% YoY to SGD259m while allowance 
for intangible assets was up 74% YoY 
to SGD73m. 

Credit cost - annualised (bps) 23 20 33   70 93   

Operating profit 1,457 1,199 1,017 (15) (30) 3,719 3,363 (10)  

Associates 14.0 102.0 99.0 (3)  49.0 290.0  Lifted by contributions from Bank of 
Ningbo, which became a 20%-owned 
associate at end-Sep 2014. 

Pretax profit 1,471 1,301 1,116 (14) (24) 3,768 3,653 (3)  

Tax (184) (191) (181)   (541) (557)   

Effective tax rate  12.5% 14.7% 16.2%   14.4% 15.2%   

Minority Interest (55) (62) (33) (47) (40) (175) (153) (13)  

Net Profit 1,232 1,048 902 (14) (27) 3,052 2,943 (4) OCBC WH contributed SGD232m to 
9M15 earnings (9M14: SGD38m). 

EI/Others (392) - -   (392) -   

Core Net Profit 840 1,048 902 (14) 7 2,660 2,943 11 1H15 earnings were 78% of consensus 
FY15F net profit of SGD3,786m. 

            

Other Key Data and Ratios 
              

  

          
Gross loans 204,854 210,146 212,682 1 4 204,854 212,682 4 Up 1.4% compared to Dec 2014 with 

growth from Indonesia (+15% YTD) and 
China (7% YTD) negated by declines of 
3% YTD in Malaysia and 24% YTD in 
other countries. 

Customer deposits 237,172 246,424 251,884 2 6 237,172 251,884 6 Savings deposits: +7% YTD, time 
deposits: +1% YTD and demand 
deposits: +10.5% YTD. 

Gross non-performing loans 1,338 1,460 1,862 28 39 1,338 1,862 39  

Total assets 391,588 399,014 399,815 0 2 391,588 399,815 2   

Shareholders' funds 29,771 32,948 33,939 3 14 29,771 33,939 14   

            
ROAA (%) 0.91 1.04 0.90   0.87 0.93    

ROAE (%) 11.9 12.8 10.8   11.6 12.8    

LDR (%) 85.5 84.3 83.5   85.5 83.5    

Gross NPL ratio (%) 0.65 0.69 0.88   0.65 0.88    

Loan loss reserves (%) 157.5 156.4 125.8   157.5 125.8   

CET-1 ratio (%) 13.20 14.10 14.50   13.20 14.50   

Total capital ratio (%) 15.5 16.1 16.6   15.5 16.6    

            
 

Source: Company data, RHB  
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Key Highlights From Management Briefing 
Rise in NPLs mainly from Malaysia and Singapore. Gross non-performing assets 

increased 29% QoQ to SGD1,932m, of which SGD1,862m (up SGD402m or 27.5% 
QoQ) consisted of NPLs. The balance of SGD70m includes debt securities and 
contingent liabilities. Overall, gross NPL ratio edged up to 0.88% from 0.69% in June. 

The bulk of the increase in NPLs came from the bank’s Singapore (up SGD131m or 
34% QoQ) and Malaysia (up SGD177m or 34% QoQ) loan books. Indonesia NPLs 
increased by SGD59m or 24% QoQ, while Greater China impaired loans rose 
SGD48m or 30% QoQ.  

Proactive restructuring and provisioning of loans. Management attributed the 

sharp increase in NPLs to proactive actions to restructure loans extended to 
borrowers in the oil & gas support services sector. Once restructured, these loans are 
classified as substandard loans, which are then deemed as non-performing. Hence, 
the 53% QoQ jump in substandard assets to SGD1,376m was the main driver of the 
rise in NPLs. Due to the proactive restructuring of loans, 46% of gross NPLs are non-
overdue accounts. This partly explains the decline in LLC ratio to 125% from 156.4% 
in June. 

The increase in its China NPLs came mainly from two accounts – a trading company 
with raw materials related to oil prices and a company that owns a shopping mall 
(loan-to-value is a low 30%). 

Exposure to oil & gas and commodity sectors. Lending to the oil & gas sector 

accounted for 6% of gross loans (June: 7%) while loans to the commodity sector 
made up 7% of total loans (June: 7%). Unlike the oil & gas loans, OCBC’s commodity 
loans portfolio is solid, with almost zero NPLs.  

Loan demand still soft. Gross loans grew a modest 1.4% YTD or 2% annualised. 

Given the domestic demand and moderating GDP growth in neighbouring countries, 
management expects low single-digit loan growth for 2015. Management believes 
that should regional economies regain momentum in 2016, Singapore banks would 
see some recovery in loan demand.  

Expects stable NIM in 4Q15. OCBC managed to keep its NIM relatively stable at 

1.66% in 3Q15 compared with 1.67% in 2Q15. A 4bps QoQ decline in funding costs 
cushioned the 5bps QoQ drop in asset yields. Management believes NIM can be 
maintained at 1.66% in 4Q15. Efforts are likely to be made to optimise funding as 
well as reduce expensive deposits, in particular USD deposits. As at end-September, 
its USD loan-to-deposit ratio (LDR) stood at a low 66%.  

No plans to divest Great Eastern Holdings (GEH SP, NR) GEH. Although OCBC’s 

fully-loaded CET1 ratio strengthened further to 11.4% (June: 11.2%, Dec 2014: 
10.6%), it remains lower than its peers’ 12.3-12.5%. For the near term, management 
would continue to use scrip dividend to improve OCBC’s capital base. The sale of 
non-core assets remains an option, but timing is key. That said, management added 
that it has no intention to divest its 87% stake in GEH, as it forms part of OCBC’s 
wealth management strategy.  

 

Figure 2:  OCBC’s pre-tax profit by geography (9M15) Figure 3:  OCBC’s loans by geography (Sep 2015) 
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Source: Company data, RHB Source: Company data, RHB 
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Valuation And Risks 

Valuation 

Our GGM-derived TP is lowered to SGD10.70 (from SGD10.90) after we 
incorporated the latest changes in 3Q15 shareholders’ funds. This resulted in a 
revised 3-year forward ROE of 12.15% (from 12.4%). Other assumptions are 
unchanged – cost of equity of 10.4% and long-term growth of 3.5%. Our revised TP 
implies a FY16F P/BV of 1.25x (historical mean: 1.35x) and P/E of 10.8x (historical 
mean: 11.8x). 

  

Risks 

We believe key risks to share price performance are: i) a sharper-than-expected 
deterioration in asset quality, ii) weaker-than-expected improvement in wealth 
management income – which is one of management’s key strategies for operating 
income growth in the face of weak loan demand, and iii) potential hiccups in the 
integration of OCBC Wing Hang Bank Ltd (OCBC-WH).  

 

Figure 4:  OCBC’s 12-month forward consensus P/E Figure 5:  OCBC’s 12-month forward consensus P/BV 
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Financial Exhibits 
 

Profit & Loss (SGDm) Dec-13 Dec-14 Dec-15F Dec-16F Dec-17F

Interest income 6,174       7,607       8,500       8,990       9,620       

Interest expense (2,291)      (2,871)      (3,378)      (3,582)      (3,840)      

Net interest income 3,883       4,736       5,122       5,408       5,780       

Non interest income 2,738       3,213       3,326       3,530       3,800       

- Fee income 1,355       1,495       1,650       1,790       1,930       

- Insurance income 756          930          781          850          930          

Total operating income 6,621       7,949       8,448       8,938       9,580       

Overheads (2,842)      (3,332)      (3,686)      (3,870)      (4,080)      

- Staff costs (1,715)      (2,003)      (2,240)      (2,360)      (2,490)      

Pre-provision operating profit 3,779       4,617       4,762       5,068       5,500       

Loan impairment allowances (264)         (359)         (365)         (395)         (420)         

Other impairment allowances (2)             2              (3)             (5)             (6)             

Income from associates 54            112          385          420          465          

Other exceptional items -           391          -           -           -           

Pre-tax profit 3,567       4,763       4,779       5,088       5,539       

Taxation (597)         (687)         (698)         (738)         (809)         

Minority interests (202)         (234)         (240)         (248)         (270)         

Reported net profit 2,768       3,842       3,841       4,102       4,461       

Recurring net profit 2,768       3,451       3,841       4,102       4,461       
 

Source: Company data, RHB 

 

Dec-13 Dec-14 Dec-15F Dec-16F Dec-17F

Per Share Data      

EPS (SGD) 0.78         1.02         0.95         1.00         1.08         

Recurring EPS (SGD) 0.78         0.92         0.95         1.00         1.08         

DPS (SGD) 0.33         0.34         0.25         0.37         0.37         

BVPS (SGD) 7.10         7.79         8.27         8.87         9.55         

Growth Rates      

EPS growth (%) (30.7)        30.4         (7.2)          5.1           8.7           

Recurrent EPS growth (%) (2)             17            3              5              9              

DPS growth (%) 3              3              (25)           46            0              

BVPS growth (%) (2.7)          9.7           6.2           7.2           7.7           

Gross cust loan growth (%) 17.8         23.7         2.9           3.3           5.0           

Total asset growth (%) 14.4         18.5         1.1           3.6           5.3           

Cust deposit growth (%) 18.7         25.3         2.9           3.4           5.4           

Net interest income growth (%) 3.6           22.0         8.2           5.6           6.9           

Non interest income growth (%) (10.1)        17.3         3.5           6.1           7.6           

Overhead growth (%) 3.2           17.2         10.6         5.0           5.4           

Operating profit growth (%) (6.4)          22.2         3.1           6.4           8.5           

Loan impairment allowance growth (%) 0.4           36.0         1.7           8.2           6.3           

Net profit growth (%) (30.7)        38.8         (0.0)          6.8           8.7           

Profitability      

Return on IEAs (%) 2.7           2.8           2.9           3.0           3.0           

Cost of funds (%) 1.1           1.2           1.3           1.3           1.3           

Net interest spread (%) 1.6           1.6           1.6           1.6           1.7           

Net interest margin (%) 1.7           1.7           1.7           1.8           1.8           

Non-interest income / total income (%) 41.4         40.4         39.4         39.5         39.7         

Cost to income ratio (%) 42.9         41.9         43.6         43.3         42.6         

Credit cost (bps) 17            19            17            18            18            

Return on average assets (%) 0.9           1.0           1.0           1.0           1.0           

Return on average equity (%) 10.9         13.7         11.8         11.6         11.8         
 

Source: Company data, RHB 
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Financial Exhibits 
 

Balance Sheet (SGDm) Dec-13 Dec-14 Dec-15F Dec-16F Dec-17F

Total gross loans 169,620    209,822    215,875    223,000    234,200    

Other interest earning assets 77,758      86,496      83,685      86,520      91,482      

Total gross IEAs 247,378    296,318    299,560    309,520    325,682    

Total provisions (1,775)      (2,305)      (2,530)      (2,695)      (2,733)      

Net loans to customers 167,854    207,535    213,360    220,320    231,482    

Total net IEAs 245,603    294,013    297,030    306,825    322,949    

Tangible fixed assets 1,898       3,409       3,510       3,650       3,810       

Intangible assets 3,460       4,802       4,610       4,430       4,250       

Total non-IEAs 92,845      107,213    108,481    113,406    119,584    

Total assets 338,448    401,226    405,511    420,231    442,533    

Customer deposits 195,974    245,519    252,600    261,200    275,300    

Other interest-bearing liabilities 21,549      20,503      18,000      17,500      18,600      

Total IBLs 217,523    266,022    270,600    278,700    293,900    

Total non-IBLs 92,846      101,019    98,030      102,197    106,488    

Total liabilities 310,369    367,041    368,630    380,897    400,388    

Share capital 9,448       13,752      15,452      15,452      15,452      

Retained earnings reserve 14,756      16,461      18,011      20,464      23,275      

Other reserves 911          884          638          638          638          

Shareholders' equity 25,115      31,097      34,101      36,554      39,365      

Minority interests 2,964       3,088       2,780       2,780       2,780       
 

Source: Company data, RHB 

 

Dec-13 Dec-14 Dec-15F Dec-16F Dec-17F

Balance Sheet Structure      

Net cust loans/cust deposits (%) 85.7 84.5 84.5 84.3 84.1

CASA deposits / customer deposits (%) 46.6 44.6 44.6 44.6 44.6

Total assets / shareholders' funds (x) 13.5 12.9 11.9 11.5 11.2

Asset Quality and Capital      

Reported NPLs / gross cust loans (%) 0.7 0.6 0.9 0.9 0.9

Net impaired loans / loans (%) (0.3) (0.5) (0.2) (0.2) (0.3)

Collective allowance / net loans (%) 0.9 0.9 1.0 1.0 1.0

Total provisions / reported NPLs (%) 140.5 174.3 126.0 125.8 131.7

CET-1 ratio (%) 14.6 13.8 15.4 16.2 16.7

Tier-1 ratio (%) 14.6 13.8 15.4 16.2 16.7

Total capital ratio (%) 16.3 15.9 17.6 18.5 19.2

Du-Pont (as % of avg assets)      

Net interest income (%) 1.2 1.3 1.3 1.3 1.3

Non-interest income (%) 0.9 0.9 0.8 0.9 0.9

Operating expenses (%) 0.9 0.9 0.9 0.9 0.9

Pre-provision ROAA (%) 1.2 1.2 1.2 1.2 1.3

Loan & other impairment allowance (%) 0.1 0.1 0.1 0.1 0.1

Associates (%) 0.0 0.0 0.1 0.1 0.1

Pre tax ROAA (%) 1.1 1.3 1.2 1.2 1.3

Return on average assets (%) 0.9 1.0 1.0 1.0 1.0

Leverage (x) 12.5 13.2 12.4 11.7 11.4

Return on average equity (%) 10.9 13.7 11.8 11.6 11.8
 

Source: Company data, RHB 
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SWOT Analysis 
 

 Strong presence in wealth management and 
insurance 

 Strong credit risk management, as reflected in best-
in-class asset quality 

  Volatile global 
economic 
conditions 

 Net interest 
margins remain 
under pressure 
amid a low 
interest rate 
environment 

    

 Continued focus 
on regional 
operations to 
help cushion 
domestic 
margin 
pressures and 
provide better 
returns 

   

    

  With an open economy, Singapore banks are closely 
linked to global economic conditions 
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Company Profile 
OCBC is the second largest banking group in Singapore by asset size. It derives the bulk of its pre-tax profits from Singapore (1H15: 
60%), Malaysia (19%), Greater China (17%) and Indonesia (5%).  

 

 



  OCBC (OCBC SP) 

29 October 2015 
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Buy Neutral Sell Trading Buy Take Profit Not Rated

 
Source: RHB, Bloomberg 
 

 

 

 

 

 

 

Date Recommendation Target Price Price

2015-10-15 Buy 10.9 9.3

2015-08-02 Buy 11.7 10.3

2015-05-03 Buy 11.7 10.7

2015-02-11 Buy 11.7 10.6

2014-12-30 Buy 11.7 10.5

2014-10-31 Neutral 10.6 9.9

2014-09-03 Neutral 10.6 9.8

2014-08-19 Neutral 10.8 10.3

2014-08-06 Neutral 10.8 10.1

2014-05-02 Neutral 10.3 9.7
 

Source: RHB, Bloomberg 
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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. 
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The use of any website to access this report electronically is done at the recipient’s own risk, and it is the recipient’s sole responsibility to take precautions 

to ensure that it is free from viruses or other items of a destructive nature. This report may also provide the addresses of, or contain hyperlinks to, 

websites. RHB takes no responsibility for the content contained therein. Such addresses or hyperlinks (including addresses or hyperlinks to RHB own 

website material) are provided solely for the recipient’s convenience. The information and the content of the linked site do not in any way form part of this 

report. Accessing such website or following such link through the report or RHB website shall be at the recipient’s own risk. 

 

This report may contain information obtained from third parties. Third party content providers do not guarantee the accuracy, completeness, timeliness or 

availability of any information and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results 

obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of 

merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, 

compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in 

connection with any use of their content.  

 

The research analysts responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or 

her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and autonomously. 

The research analysts that authored this report are precluded by RHB in all circumstances from trading in the securities or other financial instruments 

referenced in the report, or from having an interest in the company(ies) that they cover. 

 

RHB and/or its affiliates and/or their directors, officers, associates, connected parties and/or employees, may have, or have had, interests in the securities 

or qualified holdings, in subject company(ies) mentioned in this report or any securities related thereto and may from time to time add to or dispose of, or 

may be materially interested in, any such securities. Further, RHB and/or its affiliates may have, or have had, business relationships with the subject 

company(ies) mentioned in this report and may from time to time seek to provide investment banking or other services to the subject company(ies) 

referred to in this research report. As a result, investors should be aware that a conflict of interest may exist. 

 

The contents of this report is strictly confidential and may not be copied, reproduced, published, distributed, transmitted or passed, in whole or in part, to 

any other person without the prior express written consent of RHB and/or its affiliates. This report has been delivered to RHB and its affiliates’ clients for 

information purposes only and upon the express understanding that such parties will use it only for the purposes set forth above. By electing to view or 

accepting a copy of this report, the recipients have agreed that they will not print, copy, videotape, record, hyperlink, download, or otherwise attempt to 

reproduce or re-transmit (in any form including hard copy or electronic distribution format) the contents of this report. RHB and/or its affiliates accepts no 

liability whatsoever for the actions of third parties in this respect. 

 

The contents of this report are subject to copyright.  Please refer to Restrictions on Distribution below for information regarding the distributors of this 

report.  Recipients must not reproduce or disseminate any content or findings of this report without the express permission of RHB and the distributors. 

 

The securities mentioned in this publication may not be eligible for sale in some states or countries or certain categories of investors. The recipient of this 

report should have regard to the laws of the recipient’s place of domicile when contemplating transactions in the securities or other financial instruments 

referred to herein. The securities discussed in this report may not have been registered in such jurisdiction. Without prejudice to the foregoing, the 

recipient is to note that additional disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this 

report. 

 

RESTRICTIONS ON DISTRIBUTION 

 

Malaysia 

This report is issued and distributed in Malaysia by RHB Research Institute Sdn Bhd. The views and opinions in this report are our own as of the date 

hereof and is subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a 

recipient, our obligations owed to such recipient therein are unaffected. RHB Research Institute Sdn Bhd has no obligation to update its opinion or the 

information in this report.  

 

Thailand 

This report is issued and distributed in the Kingdom of Thailand by RHB OSK Securities (Thailand) PCL, a licensed securities company that is authorised 

by the Ministry of Finance, regulated by the Securities and Exchange Commission of Thailand and is a member of the Stock Exchange of Thailand. The 

Thai Institute of Directors Association has disclosed the Corporate Governance Report of Thai Listed Companies made pursuant to the policy of the 

Securities and Exchange Commission of Thailand. RHB OSK Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate 

Governance Report of Thai Listed Companies. 

 

Indonesia 

This report is issued and distributed in Indonesia by PT RHB OSK Securities Indonesia. This research does not constitute an offering document and it 

should not be construed as an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, in Indonesia or to any Indonesian citizen 

or corporation (wherever located) or to any Indonesian resident in a manner which constitutes a public offering under Indonesian laws and regulations 

must comply with the prevailing Indonesian laws and regulations. 
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Singapore 

This report is issued and distributed in Singapore by RHB Research Institute Singapore Pte Ltd  and it may only be distributed in Singapore to accredited 

investors, expert investors and institutional investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as 

amended from time to time. By virtue of distribution to these categories of investors, RHB Research Institute Singapore Pte Ltd  and its representatives are 

not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to disclosure of RHB Research Institute Singapore 

Pte Ltd ’s interest and/or its representative's interest in securities). Recipients of this report in Singapore may contact RHB Research Institute Singapore 

Pte Ltd in respect of any matter arising from or in connection with the report. 

 

Hong Kong 

This report is issued and distributed in Hong Kong by RHB OSK Securities Hong Kong Limited (興業僑豐證券有限公司) (CE No.: ADU220) (“RHBSHK”) 

which is licensed in Hong Kong by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) regulated 

activities. Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact RHB OSK Securities Hong Kong 

Limited. 

 

United States 

This report was prepared by RHB and is being distributed solely and directly to “major” U.S. institutional investors as defined under, and pursuant to, the 

requirements of Rule 15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the “Exchange Act”).  RHB is not registered as a 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. 

 

OWNERSHIP AND MATERIAL CONFLICTS OF INTEREST 

 

Malaysia 

RHB does not have qualified shareholding (1% or more) in the subject company (ies) covered in this report except for: 

a) - 

 

RHB and/or its subsidiaries are not liquidity providers or market makers for the subject company (ies) covered in this report except for: 

a) - 

 

RHB and/or its subsidiaries have not participated as a syndicate member in share offerings and/or bond issues in securities covered in this report in the 

last 12 months except for: 

a) - 

 

RHB has not provided investment banking services to the company/companies covered in this report in the last 12 months except for: 

a) - 

 

Thailand 

RHB OSK Securities (Thailand) PCL and/or its directors, officers, associates, connected parties and/or employees, may have, or have had, interests 

and/or commitments in the securities in subject company(ies) mentioned in this report or any securities related thereto. Further, RHB OSK Securities 

(Thailand) PCL may have, or have had, business relationships with the subject company(ies) mentioned in this report. As a result, investors should 

exercise their own judgment carefully before making any investment decisions. 
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Indonesia 

PT RHB OSK Securities Indonesia is not affiliated with the subject company(ies) covered in this report both directly or indirectly as per the definitions of 

affiliation above. 

Pursuant to the Capital Market Law (Law Number 8 Year 1995) and the supporting regulations thereof, what constitutes as affiliated parties are as follows:  

 

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

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

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

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

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

6. Affiliation between the Company and the main Shareholders. 

 

PT RHB OSK Securities Indonesia is not an insider as defined in the Capital Market Law and the information contained in this report is not considered as 

insider information prohibited by law. 

Insider means: 

a. a commissioner, director or employee of an Issuer or Public Company; 

b. a substantial shareholder of an Issuer or Public Company; 

c. an individual, who because of his position or profession, or because of a business relationship with an Issuer or Public Company, has access to 

inside information; and 

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

 

Singapore 

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or associated companies do not make a market in any securities covered in this 

report, except for: 

(a) - 

 

The staff of RHB Research Institute Singapore Pte Ltd and its subsidiaries and/or its associated companies do not serve on any board or trustee positions 

of any issuer whose securities are covered in this report, except for: 

(a) - 

 

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or its associated companies do not have and have not within the last 12 months had 

any corporate finance advisory relationship with the issuer of the securities covered in this report or any other relationship (including a shareholding of 1% 

or more in the securities covered in this report) that may create a potential conflict of interest, except for: 

(a)  - 

 

Hong Kong 

RHBSHK or any of its group companies may have financial interests in in relation to an issuer or a new listing applicant (as the case may be) the securities 

in respect of which are reviewed in the report, and such interests aggregate to an amount equal to or more than (a) 1% of the subject company’s market 

capitalization (in the case of an issuer as defined under paragraph 16 of the Code of Conduct for Persons Licensed by or Registered with the Securities 

and Futures Commission (the “Code of Conduct”); and/or (b) an amount equal to or more than 1% of the subject company’s issued share capital, or issued 

units, as applicable (in the case of a new listing applicant as defined in the Code of Conduct). Further, the analysts named in this report or their associates 

may have financial interests in relation to an issuer or a new listing applicant (as the case may be) in the securities which are reviewed in the report. 

 

RHBSHK or any of its group companies may make a market in the securities covered by this report.  

RHBSHK or any of its group companies may have analysts or their associates, individual(s) employed by or associated with RHBSHK or any of its group 

companies serving as an officer of the company or any of the companies covered by this report. 

RHBSHK or any of its group companies may have received compensation or a mandate for investment banking services to the company or any of the 

companies covered by this report within the past 12 months.  

 

Note: The reference to “group companies” above refers to a group company of RHBSHK that carries on a business in Hong Kong in (a) investment 

banking; (b) proprietary trading or market making; or (c) agency broking, in relation to securities listed or traded on The Stock Exchange of Hong Kong 

Limited. 
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Kuala Lumpur Hong Kong Singapore 

 
RHB Research Institute Sdn Bhd 
Level 11, Tower One, RHB Centre 

Jalan Tun Razak 
Kuala Lumpur 

Malaysia 
Tel  : +(60) 3 9280 2185 
Fax : +(60) 3 9284 8693 

 
RHB OSK Securities Hong Kong Ltd. 

12
th
 Floor 

World-Wide House 
19 Des Voeux Road 
Central, Hong Kong 

Tel  : +(852) 2525 1118 
Fax : +(852) 2810 0908 

 

 
RHB Research Institute Singapore 

Pte Ltd (formerly known as DMG & Partners Research 
Pte Ltd) 

10 Collyer Quay 
#09-08 Ocean Financial Centre 

Singapore 049315 
Tel  : +(65) 6533 1818 
Fax : +(65) 6532 6211 

Jakarta Shanghai Phnom Penh 

 
PT RHB OSK Securities Indonesia 

Wisma Mulia, 20th Floor 
Jl. Jend. Gatot Subroto No. 42 

Jakarta 12710, Indonesia 
Tel : +(6221) 2783 0888 
Fax : +(6221) 2783 0777 

 
RHB OSK (China) Investment Advisory Co. Ltd. 

Suite 4005, CITIC Square 
1168 Nanjing West Road 

Shanghai 20041 
China 

Tel  : +(8621) 6288 9611 
Fax : +(8621) 6288 9633 

 

 
RHB OSK Indochina Securities Limited 

No. 1-3, Street 271 
Sangkat Toeuk Thla, Khan Sen Sok 

Phnom Penh 
Cambodia 

Tel: +(855) 23 969 161 
Fax: +(855) 23 969 171 

 Bangkok  

  
RHB OSK Securities (Thailand) PCL 

10th Floor, Sathorn Square Office Tower 
98, North Sathorn Road, Silom 

Bangrak, Bangkok 10500 
Thailand 

Tel: +(66) 2 862 9999 
Fax : +(66) 2 862 9799 

 

 
    
    

 


