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Top Picks: Kerjaya Prospek and Sunway Construction. The total value
of construction work done in 2Q22 reached MYR29.9bn (+6.1% YoY,
+1.5% Qo0Q). In the same period, the economic output of the construction
sector grew 2.4% YoY, marking the first YoY expansion since 3Q21.
Nevertheless, we consider that labour constraints could remain in 4Q22
with contractors awaiting for the approval and arrival of foreign workers,
putting a lid on hastened progress billings. We remain NEUTRAL on the
sector.

Overall, 2Q22 results were below expectations. Five companies
reported below and four were in line with expectations. Construction
revenue of several companies did pick up in 2Q22 YoY, but was slightly
sluggish QoQ amid the shortage on manpower which started to impact work
progress at sites, in addition to pressures from high building material prices.
Consequently, during the latest reporting season, we cut FY22-23F
earnings by 7.5% and 3.8%.

Pump-priming likely to be on a smaller scale. The Government’s limited
fiscal headroom is evident from the ratio of government debt to GDP of
63.8% at the end of Jun 2022 (end Dec 2021: 63.4%). As such, a pre-
election pump priming theme could materialise but may be skewed more
towards smaller scale contractors. Large-scale projects could still be
announced but would need private funding arrangements. However, the risk
of low private sector construction participation could increase if contractors,
with previously strong balance sheets, could no longer accommodate such
funding requirements if they take up more projects further down the road.

Possible overhang as the general election approaches. De-risking
activity could intensify as we approach closer to the upcoming general
election with market talk suggesting that the 15th General Election (GE15)
could happen as early as 4Q22 after the tabling of the 2023 budget was
brought forward to 7 Oct (from 28 Oct). Nevertheless, re-rating catalysts for
the sector could arise after GE15. Assuming no substantial changes in
policies take place post GE15, such situation could bode well for ongoing
and future project implementation. A negative outcome would be a hung
Parliament, which could fuel uncertainty for sector prospects.

Top Picks. We like names from the small and mid-cap construction space
such as Kerjaya Prospek and Sunway Construction. Overall, we believe
they have supportive catalysts, supported by stable orderbook
replenishment rates, and robust balance sheets.

Upside/downside risks to our sector call are shorter-than-
expected/longer-than-expected delays in progress works, success/failure in
securing new orders, and cheaper/higher raw material prices.
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Company Name Raling  \\vR) (Downside) Dec-22F Dec-22F  Dec-22F Dec-22F
Advancecon Neutral  0.28 3.8 146.6 0.5 0.3 0.1
Econpile Holdings Neutral  0.16 (1.6) na 0.6 (2.8) 0.9
Gabungan AQRS Buy 0.50 62.8 4.1 0.3 7.4 3.3
Gamuda Neutral ~ 3.62 (9.0 15.6 11 7.0 7.1
1IM Corp Neutral  1.81 4.6 24.2 0.6 2.5 2.3
Kerjaya Prospek Buy 1.42 23.9 11.7 1.2 10.5 3.0
Malaysian Resources Corp  Buy 0.43 29.7 25.1 0.3 1.3 1.2
MGB Buy 0.67 33.6 135 0.5 3.7 15
Pintaras Buy 2.95 34.1 9.4 0.9 11.0 4.5
Sunway Construction Buy 1.93 24.0 14.3 2.7 19.4 4.2
Source: Company data, RHB

See important disclosures at the end of this report 1 R"B‘

Market Dateline / PP 19489/05/2019 (035080)


file:///C:/Users/460229/AppData/Local/Temp/adam.mohamed.rahim@rhbgroup.com

Construction Malaysia Sector Update

9 September 2022 Construction & Engineering | Construction

2022 Results At a Glance

From nine companies that reported results, four came in line and five fell below
expectations. Companies that met expectations: i) Sunway Construction (SCGB MK, BUY,
TP: MYR1.93), ii) IIM Corp (IJM MK, NEUTRAL TP: MYRL1.81), iii) Kerjaya Prospek (KPG
MK, BUY, TP: MYR1.42), and iv) Malaysian Resources Corp (MRC MK, BUY, TP:
MYRO0.43).

Meanwhile companies that missed include: i) Econpile (ECON MK, NEUTRAL, TP:
MYRO0.16), ii) Advancecon (ADVC MK, BUY, TP: MYRO0.28), iii) MGB (MLG MK, BUY, TP:
MYRO0.67), iv) Gabungan AQRS (AQRS MK, BUY, TP: MYRO0.50), and v) Pintaras Jaya
(PINT MK, BUY TP: MYR2.95).

It is also notable that four companies saw downward revisions in their respective TPs amid
lower revised margins, reflecting the present headwinds in the sector, particularly labour
shortage and impact from higher costs for building materials.

Activity levels ramp up but headwinds remain. In general, the normalisation in operating
conditions has led to better activity levels but was somewhat capped by labour shortages
denting progress billings. As such, we shaved down our FY22-23 net profit forecasts by
7.5% and 3.8% (Figure 2).

Figure 1: Quarterly performance vs estimates (RHB universe)

Results review
Stocks (released for Remarks
Jun- 22 quarter)

Results

period FYE

MRC’s 1H22 core earnings of MYR28m (>+100%Yo0Y) were underpinned
by normalising operating conditions following the transition to endemicity.
Malaysian Resources Corp Within The substantial growth in 2Q22 earnings was backed by stronger revenue, 2022 December
which expanded >100% YoY to MYR700m mainly due to the consolidation
of the Light Rapid Transit 3 (LRT3) project company, Setia Utama LRT3.
Sunway Construction reported 1H22 core net profit of MYR73.3m (>100%
YoY). On further scrutiny, 2Q22 core net profit of MYR38.4m (>100% YoY
Sunway Construction Within was underpinned by the 49% YoY expansion in revenue that reached 2022 December
MYR557.9m (2Q21: MYR375m). In terms of PBT, the construction segment
reported a >100% YoY growth amid normalisation of works to full capacity.

IJM’s 1QFY23 construction PBT for the construction arm plunged 35% YoY
from lower construction activities. On the bright side, the property segment
1IM Corp Within recorded a 4% YoY PBT growth in 1QFY23 due to higher work progress for 1QFY23 March
its ongoing projects. Manufacturing and quarrying business saw its PBT
jump >50% YaoY, on higher deliveries of piles and ready-mixed concrete.

Kerjaya Prospek’s construction segment recorded a PAT of MYR57.7m
(+43% YaY) in 1H22, on a revenue of MYR574m (+25% YoY). This was
backed by higher progress billings stemming from the pick-up in
construction activities, as well as the margin recalibration for certain
projects that were completed, such as Megah Rise in Petaling Jaya. On the
other hand, the property development segment booked a 73% YoY drop in
1H22 PAT, as the soft launch of The Vue @ Monterez project (GDV:
MYR250m) only took place in June.
Pintaras Jaya’s construction segment PBT dropped 13% YoY in FY22, due
to downward adjustments on projected profit for some on-going projects as
Pintaras Jaya Below a result of higher construction costs. Nonetheless, it is set to benefit from 4QFY22 June
Singapore’s construction sector, whereby the economic output of the sector
expanded 3.3% YoY in 2QCY22.
Gabungan AQRS’ 1H22 core net profit rose >50% YoY to MYR14.7m. The
lower-than-expected in earnings came from the construction segment which
saw a 23% YoY drop in PAT in 1H22, due to the seasonally slower period
(Aidil Fitri and Ramadhan), coupled with some impact from the nationwide
labour shortage. Nevertheless, this was offset by the property development
division, which recorded a significant surge in PAT of more than 50% YoY.
MGB’s construction segment reported a 1H22 revenue of MYR303.9m
(+8.6% YoY), backed by sales for projects at Bukit Jalil, Alam Perdana, and
Kita Ria. However, the construction PBT margin contracted by 2.7ppts YoY
MGB Below to 4.5% in 1H22, amid a rise in building material costs combined with labour 2022 December

shortage. Meanwhile, the property segment recorded a lower 1H22 PBT,

which dropped 54% YoY to MYRO0.7m as only 48% of units from Laman

Bayu 3 and 4 were sold.

Advancecon posted a 63% YoY jump in 1H22 revenue amid the
consolidation of Spring Energy Resources’ (SER) topline. But, the

Advancecon Below consolidation of SER’s MYR8.1m loss partly led to ADVC’s 1H22 core net 2022 December
loss of MYR1.9m (1H21 net loss: MYR2m). Major factors: i) Slower demand
and ii) compressed selling prices due to competition.
Econpile recorded a FY22 core net loss of MYR40.7m amid an increase in

Econpile Below budgeted construction costs due to the extension of certain projects and 4QFY22 June
labour shortages.

Kerjaya Prospek Within 2022 December

Gabungan AQRS Below 2022 December

Source: Company data, RHB
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Figure 2: Changes in earnings estimates for the latest June reporting season
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i Revenue Net profit change

Revenue (MYRm) ?i(t:%rrrcl)g? Revenue (MYRm) Recurring net change (%) P (%) ’
(MYRm) profit (MYRm)

FY22 FY23 FY22 FY23 FY22 FY23 FY22 FY23 FY22 FY23 FY22 FY23
2,354 2,737 141 151 2,354 2,737 141 151 0.0 0.0 0.0 0.0
443 445 31 46 443 445 31 46 0.0 0.0 0.0 0.0
1,404 1,579 124 158 1,404 1,579 124 158 0.0 0.0 0.0 0.0
1,084 1,557 32 53 879 1,305 19 39 (18.9) (16.2) (40.6) (26.4)
2719 2889 59 76 2719 2889 59 76 0.0 0.0 0.0 0.0
472 440 43 45 356 410 37 42 (24.6) (6.8) (14.0) (6.7)
370 422 (12) 23 373 392 41) 17 0.8 (7.2) (241.7) (26.1)
340 346 7 13 340 346 1 2 0.0 0.0 (85.7) (84.6)
5,732 5,815 292 322 5,732 5,815 292 322 0.0 0.0 0.0 0.0
14,918 16,230 717 887 14,600 15,918 663 853 (2.1) (1.9) (7.5) (3.8)

Source: Company data, RHB

Figure 3: Latest outstanding orderbook and new job expectations for construction divisions

Latest outstanding

construction orderbook

Average construction

Revenue coverage ratio (year)

Expectation on

Companies (MYRm) revenue tzg‘)se (t-1.t-2) (©)=@)/(b) new job value (MYRm)
@
MRCB 7,500 709 10.6 1,500
Gamuda 14,400 4,038 3.6 12,500
Sunway 4,229 1,531 2.8 1,500
Construction
1IM 3,940 2,139 1.8 3,000
Kerjaya Prospek 4,300 886 4.9 1,500
MGB 2,080 528 3.9 450
Gabungan
AQRS 1,070 196 5.5 500
Econpile 444 412 1.1 250
Pintaras Jaya 562 341 1.6 400
Advancecon 240 341 0.7 350
Total 38,765 11,120 2.9@ 21,9500

Note 1: Excluding the long-term Bukit Jalil Sentral project.
Note 2: Excluding the outliers, ie MRCB, industry average income visibility stands at 3x
Note 3: This is based on current active tenders and general guidance by management. Contributions from new mega projects such as MRT3 have not been reflected

Source: Company data, RHB

Figure 4: Quarterly construction work done (MYRbn)
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The total value of construction work done in 2Q22 exhibited an expansion of 6.1%
YoY to reach MYR29.9bn after three consecutive quarters of YoY contractions. In the same
vein, the total value of construction work done in 2Q22 also increased on a QoQ basis,
growing 1.5% QoQ. In terms of construction subsectors, the value of construction work done
in 2Q22 for non-residential buildings saw the largest rise, expanding 18.1% YoY to
MYR9.4bn (2Q21: MYR8bn) which may be attributed to a gradual rise in demand for
industrial properties. Total value of construction work done in the residential building
subsector has also seen a commendable rise of 7.9% YoY to MYR6.9bn in 2Q22 (2Q21:
MYR®6.4bn). In terms of job wins, certain companies under our coverage have also managed
to replenish their orderbooks thus far in 2022. For example, Kerjaya Prospek’s YTD new job
wins stand at MYR1.3bn which is not too far from the target of MYR1.5-1.6bn. New jobs for
Kerjaya Prospek mostly centre on residential projects. Likewise, MGB has clinched
MYR397m worth of new jobs with regard to housing development projects.

Labour issues continue to bite as the current labour shortage of ¢.400,000 workers in
the construction sector remains a major concern faced by contractors, which dragged
construction progress and subsequently impeded billing recognitions from projects. There
were some positive developments related to labour issues. The freeze on sending
Indonesian migrant workers to Malaysia has been lifted by the Indonesian Government,
effective from 1 Aug 2022. Indonesia agreed to resume sending its workers after both
countries agreed on a single channel to facilitate the recruitment and entry of Indonesian
workers. Following the lifting of this freeze, the construction industry may have access to
more workers in a timely manner to remove any bottlenecks that have resulted since the
pandemic and the subsequent reopening of the economy. We gathered that contractors
have received approvals to hire foreign workers and began bringing in foreign workers in
batches, guiding that the shortage could be resolved by early next year. For instance,
Kerjaya Prospek is in the midst of bringing in ¢.200 foreign workers from Nepal while another
500 foreign workers have been approved by the Government and should arrive in the next
one to three months. Sunway Construction too has managed to obtain a quota for 400
Indonesian workers from the Ministry of Human Resources in Jun 2022 and the first group
comprising 100 workers is expected to arrive by early September. In the grand scheme of
things, it may take some time for the labour shortage issue to be fully resolved, most likely
in 1Q23. Moreover, there may be a lag effect between receiving and deploying foreign
workers — capping the speed of progress billings of projects.

Elevated cost of materials continues to be a drag on profitability. Building material
prices continue to ease, observed via steel bars purchased by contractors such as Sunway
Construction which saw a larger drop of 16.6% YoY in August to MYR2,702.75 per tonne
compared to a 12.3% YoY decline in July. The price to purchase bulk cement also saw a
less profound rise of 37% YoY in August compared to 63.8% YoY and 45% YoY increase
observed in June and July. While this may soften building material cost pressures which
peaked in April due to the Russo-Ukrainian war, prices of steel bars are still higher by 20-
30% compared to those of pre-pandemic levels. As such, project margins may continue to
face compression especially for projects that are private in nature — whereby a variation of
price (VOP) clause is absent. That being said, organisations such as the Masters Builders
Association of Malaysia (MBAM) are hoping that the VOP clause to be extended to private
projects to enable contractors to tackle price volatility better.

Figure 5: Steel bar price (MYR per tonne) Figure 6: Bulk cement price (MYR per tonne)
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Government’s limited fiscal space likely to cap the size of pump-priming activities.
As at the end of Jun 2022, Malaysia’s total debt stood at MYR1.05bn or 63.8% of GDP (vs
63.4% at the end of Dec 2021) — which still indicates that public finances are cash-strapped.
During pre-pandemic levels, the amount of Malaysia’s federal government debt between
2010 and 2019 never exceeded 60% of GDP. With the tabling of Budget 2023 brought
forward by three weeks to 7 Oct from 28 Oct, such a move may signal that polls could be
approaching closer than expected, likely as early as 4QCY22.

Taking these matters into consideration, it is probably inevitable that a pre-election theme
of pump priming could take place but may be skewed more towards smaller scale
contractors. An association of contractors has urged the Government to provide a special
stimulus package in Budget 2023 to small contractors that are still facing problems brought
on by the COVID-19 pandemic namely for elevated building material prices, labour
shortage, and higher logistics cost. Meanwhile, the president of the Malaysian Bumiputera
Contractors Association stated that the Government could help small contractors by
awarding maintenance work and other jobs in government departments. Based on data
published by the Construction Industry Development Board (CIDB), G1 and G2 contractors
make up more than half of the total >103k contractors in Malaysia as at 5 Sep 2022.

Notwithstanding this, there could also be a chance of large-scale projects to be rolled out
albeit via a public-private partnership (PPP) model. Thus far, a PPP model is already evident
in the tenders of the MRT3, requiring the bidders to propose financing for the initial two
years of construction works worth at least 10% of the contract value. Therefore, new project
roll-outs with a PPP model (aside from MRT3), could include flood mitigation projects - which
we believe are of priority given the flood incidents in Selangor and Kedah - together with
some pockets of opportunities from Borneo, namely the Sarawak-Sabah Link Road and
Trans Borneo highway which has been approved by the Government in August. While this
favours contractors with big balance sheets, the question lies on how effective can they
recoup the returns on investments. The Stormwater Management and Road Tunnel
(SMART Tunnel) by the MMC-Gamuda JV has a toll mechanism but as far as public
knowledge is concerned, there seems to be no tolls incorporated in the proposed design for
SMART2 project proposed by Gamuda. Meanwhile, a risk of low private sector construction
participation may arise if those contractors with strong balance sheets could no longer
stomach such funding requirements as they take up more projects later on. As such, it would
be reasonable to assume that the upcoming Budget 2023 may focus more on smaller
contractors (which are mostly not publicly listed) to enable a trickle down economic effect to
the people’s well-being.

All in, we stay NEUTRAL on the construction sector, as hurdles in terms of manpower
and elevated material costs could still remain if not managed well. Even if large scale
projects were to be rolled out via a PPP model, a low take-up risk could not be discounted
if the major contractors do not have the necessary capacity to take up many projects at a
time. In the meantime, de-risking activities could likely happen ahead of the polls amid
leadership uncertainty as the construction sector is dependent on the country’s policies —
evident from the KLCON index’s underperformance prior to GE12, GE13, and GE14. As
such, we recommend investors to look at companies with steady orderbook replenishment
trends and lean balance sheets that could buffer near-term risks. Our Top Picks are Kerjaya
Prospek and Sunway Construction. Kerjaya Prospek’s net cash pile of MYR215m as at 30
Jun 2022 together with its framework agreement with Samsung C&T enables the group to
be exposed and be involved in more sophisticated projects. Meanwhile, we favour Sunway
Construction as it should continue to benefit from internal jobs from its parent, Sunway
(SWB, BUY, TP: MYR2.06) which make up c.46% of its total outstanding construction
orderbook of MYR4.2bn as of end-Jun 2022 backed by a war chest of c.MYR316m.

Figure 7: Performance of the KLCON index before and after general elections

12 months before 6 months before 3 months before 3 months after 6 months after 12 months after
election election election election election election
GE10 +65% +18% -9% +38% +18% -34%
GE11 +37% +10% +11% -15% -19% -16%
GE12 -13% -24% -28% +2% -12% 250
GE13 -3% -1% +6% +19% +18% +20%
GE14 -28% -23% -18% -9% -29% -16%

Source: Bloomberg, RHB
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Figure 8: Historical performance (KLCON & FBMKLCI)
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Figure 9: Construction projects already/expected in the pipeline (hot comprehensive, updated as of June)

Projects

Estimated job
value (MYRbn)

Latest updates

KVMRT2

LRT3

Johor Bahru-Singapore RTS Link

Pan Borneo Sarawak Highway

Pan Borneo Sabah Highway

West Coast Expressway

Central Spine Road

East Coast Rail Link

KVMRT3

Kuala Lumpur-Singapore High Speed
Railway (KL-SG HSR)

Kuala Lumpur-Bangkok High Speed
Railway

30.5%

16.6*

3.7

16.2

15.2

5.0

7.3

50.3

34.37

40.0°
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Phase Two of the Putrajaya Line from Kampung Batu to Putrajaya Sentral is at 98%
completion, and is expected to commence operations in Jan 2023.This project was financed
by a government funding vehicle, Danalnfra, through the ICP/IMTN programme.

Works are in progress. Expected completion in 2024. Progress billings have significantly
improved and are expected to increase in 2022.

Progress stood at 17% completion as at June this year. The project is expected to be
completed by Dec 2026, commence operations on 1 Jan 2027, and begin operating by end-
2026. Of the 4km length, 2.7km are in Malaysia and 1.3km in Singapore. The RTS link will
transit from the underground Woodlands North Station to the above-ground Bukit Chagar
station via a 25m high bridge across the Straits of Johor.

Phase 1 of Sarawak Pan Borneo Highway project from Telok Melano to Miri will be fully
opened by the end of this year. Four packages have already been fully completed, namely,
the Telok Melano-Sematan, Nyabau, Serian-Balai Ringin, and Julau. The remaining
packages such as the three sections in Sarikei, Bukit Begunan, and Lambir are expected to
be completed next year.

The Sabah Pan Borneo Highway project is 65% complete as of 5 Sep 2022. The remaining
19 of the 35 work packages under Phase One of the Pan Borneo Highway project in Sabah
will be implemented using allocations from the federal government to speed up the project.

Expected completion is in 2025 amid delays in Selangor due to land acquisition issues. Four
sections (5, 8, 9, and 10) were opened from May to Dec 2019. Tolling began in Jan 2020 for
sections 8, 9, and 10.

Expected to be completed in 2026. The 306.8km project with a total cost of MYR7.3bn,
involves six packages with an over 200km stretch, located in Pahang starting from Kampung
Relong in Kuala Lipis.

Target completion is Dec 2026. Local contractors have so far benefited from advance works
that were mainly awarded in May and Jun 2020. Close to 11 packages were awarded to
Gadang, Gabungan AQRS, Ho Hup Construction, and Advancecon with a total sum of
MYR505m. We understand that the ECRL alignment has been extended to 665km from
640km previously. The additional alignment will encompass the original 30km, which was
24km from Jalan Kastam (Port Klang) to West Port and 6km from Jalan Kastam to North
Port.

MRT3 will be implemented via the turnkey project method, similarly to the revised version of
Sungai Buloh-Serdang-Putrajaya (SSP) line (MRT2) project. Tenders for civil work packages
have been opened in May this year and expected to be awarded by 4Q22 via three packages
covering a 6-8 years period. The first phase of MRT3 is expected to open in Dec 2028, while
the entire project is slated for completion by 2030. MRT3’s proposed length is 51km, with
39km in Kuala Lumpur, and the remaining 12km in Selangor. Under this alignment, 80% is
elevated and 20% underground.

Malaysia’s Transport Minister, Datuk Seri Wee Ka Siong was in discussions with his
Singaporean counterpart with regard to reviving the KL-SG HSR. To recap, Malaysia and
Singapore said in a joint statement that the HSR project had been cancelled after both
countries failed to reach an agreement on several changes proposed by Malaysia on 1 Jan
2021.

Malaysia and Thailand have agreed to conduct a feasibility study on the Kuala Lumpur-
Bangkok HSR.

Note: *Project value reduced post revision
Note 2: >Civil works
Source: Various media, Company data, RHB

Upside/downside risks

Upside/downside risks to our sector weighting are:

i. Shorter-than-expected/longer-than-expected delays in progress works;

ii. Succeed/failure in securing new orders;

iii. Cheaper/higher material costs.

While we remain cognisant of the aforementioned risks, we believe certain companies with
robust earnings visibility and strong fundamentals will have capacity to buffer against any

downside impact.

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 (i)
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 vyield
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 may contain comments, estimates, projections, forecasts and expressions
of opinion relating to macroeconomic research published by RHB economists of which
should not be considered as investment ratings/advice and/or a recommendation by
such economists on any securities discussed in this report.

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 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.

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
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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.

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 Bank Berhad (through its
Singapore branch) which is an exempt capital markets services entity and an exempt
financial adviser regulated by the Monetary Authority of Singapore. RHB Bank Berhad
(through its Singapore branch) 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 Bank Berhad (through its Singapore branch) accepts
legal responsibility for the contents of the report to such persons only to the extent
required by law. Singapore recipients should contact RHB Bank Berhad (through its
Singapore branch) in respect of any matter arising from or in connection with the report.

United States

This report was prepared by RHB is meant for distribution 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”) via a registered U.S. broker-dealer as appointed by RHB from time to
time. Accordingly, any 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 (via a registered U.S broker-dealer), nor shall be deemed as
solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the
United States and currently has not appointed a U.S. broker-dealer. Additionally, RHB
does not offer brokerage services to U.S. persons. Any order for the purchase or sale
of all securities discussed herein must be placed with and through a registered U.S.
broker-dealer as appointed by RHB from time to time as required by the Exchange Act
Rule 15a-6. For avoidance of doubt, RHB reiterates that it has not appointed any U.S.
broker-dealer during the issuance of this report. 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 any 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, hold any
positions in the securities and/or capital market products (including but not limited to
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its own
account or the account of its customers 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.

In Singapore, investment research activities are conducted under RHB Bank Berhad
(through its Singapore branch), and the disclaimers above similarly apply.

Malaysia

Save as disclosed in the following link RHB Research conflict disclosures — Sep 2022

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 — Sep 2022

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 — Sep 2022

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 — Sep 2022

and to the best of our knowledge, the Singapore Research department of RHB Bank

Berhad (through its Singapore branch) hereby declares that:

1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a
market in any issuer covered by the Singapore research analysts in this report.

2. RHB Bank Berhad, 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 by the Singapore research analysts in this report.

3. RHB Bank Berhad’s Singapore research staff or connected persons do not serve
on the board or trustee positions of the issuer covered by the Singapore research
analysts in this report.

4. RHB Bank Berhad, 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 by the Singapore research analysts in this
report or any other relationship that may create a potential conflict of interest.

5. RHB Bank Berhad’s Singapore research analysts, 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 by the Singapore research analysts in this report.

6. RHB Bank Berhad’s Singapore research analysts do not receive any
compensation or benefit in connection with the production of this research report
or recommendation on the issuer covered by the Singapore research analysts.

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 |
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https://research.rhbtradesmart.com/view-file/hash/869598713263724886318140292d76
https://research.rhbtradesmart.com/view-file/hash/869598713263724886318140292d76
https://research.rhbtradesmart.com/view-file/hash/869598713263724886318140292d76
https://research.rhbtradesmart.com/view-file/hash/869598713263724886318140292d76

(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.

RHB &

KUALA LUMPUR

RHB Investment Bank Bhd

Level 3A, Tower One, RHB Centre
Jalan Tun Razak

Kuala Lumpur 50400

Malaysia

Tel : +603 9280 8888

Fax : +603 9200 2216

BANGKOK

RHB Securities (Thailand) PCL

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

Bangrak, Bangkok 10500

Thailand

Tel: +66 2088 9999

Fax :+66 2088 9799

JAKARTA

PT RHB Sekuritas Indonesia

Revenue Tower, 11th Floor, District 8 - SCBD
JI. Jendral Sudirman Kav 52-53

Jakarta 12190

Indonesia

Tel : +6221 509 39 888

Fax : +6221 509 39 777

SINGAPORE

RHB Bank Berhad (Singapore branch)
90 Cecil Street

#04-00 RHB Bank Building

Singapore 069531

Fax: +65 6509 0470
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