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o Initiate coverage with BUY and SGDO0.81 TP, 16% upside plus 9% yield. Analyst P

EC World REIT's seven logistics assets in China cater to a thriving e-
commerce, logistics, and supply chain segment that is expected to remain
resilient despite trade tensions. 70% of income is backed by its sponsor’s
master leases, which we expect will continue beyond the current term ending
2020. With low gearing levels presenting debt headroom, the next leg of
growth could come from the acquisition of YCH’s South-East Asia’s logistics
assets — potentially transforming EC World into a pan-Asian logistics play.

e Proxy to China’s e-commerce and logistics growth. With booming e-
commerce growth (last three years: 30-40% pa) and limited good quality
logistics assets in China, we believe the REIT’s assets are well-positioned in
future growth segments. As its properties largely cater for domestic
consumption, we see minimal impact from the US-China trade war and could
potentially benefit from the Government’s push to boost domestic growth.

e Strong sponsor support with 44% stake. Sponsor Forchn has a >25-year
track record with interests across diversified real estate and e-commerce
sectors. Additionally, the latter's wholly-owned RuiYiCang subsidiary is a
leading China-based omni-channel e-commerce service provider that
operates 35 warehouses in 23 cities. It is also one of the founding
shareholders of smart logistics provider Cainiao Network, along with Alibaba
and other key logistics players. With the sponsor holding a majority stake and
being the master lessee of three key assets, we believe there is an alignment
of interest from Forchn to ensure the REIT’s success.

e One of the key overhangs on the share price is EC World’s reliance on
sponsor master leases and potential impact upon the end-2020 expiry. Our
recent site visit showed that master lease assets are steadily ramping up,
with Forchn likely to extend them for another term. We also understand that
total income from underlying leases is above the lease payments. Our
forecasts assume these leases to be extended in similar terms beyond 2020.

e Forchn signed a framework agreement in Apr 2018 with YCH that gives it
the option to acquire the latter's 13 logistics assets across South-East Asia
and China when available. As both regions are touted to be the world’s
fastest-growing e-commerce and logistic markets, this represents attractive
future growth opportunities. EC World’'s gearing is low at 30.5%, presenting
good ¢.SGD250m debt headroom, assuming 40% as comfortable.

e Cheapest logistics S-REIT: 9% vyield, 0.8x P/BV. FY19F yields are a good
230bps and 300bps above the industrial REIT and S-REIT averages. Our TP
is based on a 5-Year DDM model. Non-renewal of sponsor master leases, FX
fluctuations, and adverse regulatory/policy changes are key risks.
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Forecasts and Valuation Dec-16 Dec-17 Dec-18F Dec-19F Dec-20F
Total turnover (SGDm) 95.5 91.4 95.7 97.3 100.0
Net property income (SGDm) 83.9 82.7 86.4 89.6 92.0
Reported net profit (SGDm) 55.8 47.6 55.6 58.4 60.0
Distributable income (SGDm) 55.8 47.1 48.8 51.3 52.7
DPS (SGD - cents) 5.7 6.0 6.2 6.4 6.5
DPS growth (%) - 5.4 2.7 4.0 1.7
P/BV (x) 0.7 0.8 0.8 0.8 0.7
Dividend Yield (%) 8.2 8.6 8.8 9.2 9.4
Return on average equity (%) 7.1 6.0 6.9 7.2 7.3
Return on average assets (%) 3.8 3.2 3.6 3.7 3.8
Interest coverage (x) 4.7 3.0 29 3.0 3.0
Source: Company data, RHB
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Financial Exhibits

Financial model updated on 2019-01-03

Asia Financial summary Dec-16 Dec-17 Dec 18F Dec 19F Dec 20F
Singapore Recurring EPS (SGD) 0.04 0.06 0.07 0.08 0.11
REITs EPS (SGD) 0.04 0.06 0.07 0.08 0.1
EC World REIT DPS (SGD) 0.02 0.06 0.06 0.06 0.07
BVPS (SGD) 0.93 0.92 0.93 0.93 0.94
Major shareholders (%) Weighted avg adjusted shares (m) 779 785 792 800 808
Forchn 44.3
China Cinda Asset Management 12.0 Valuation metrics Dec-16 Dec-17 Dec 18F Dec 19F Dec 20F
Providence World 8.4 Recurring P/E (x) 8.0 15 10.0 8.3 6.5
P/E (X) 8.0 15 10.0 8.3 6.5
Valuation basis P/B (x). 0.7 0.8 0.8 0.8 0.7
FCF Yield (% 24 .4 10.7 6.4 2.2 2.4
DDM methodology: Dividend Yield (% 8.2 8.6 8.8 9.2 0.4
l COE of 10%; EV/EBITDA (x) 8.9 10.9 1o 10.7 10.6
i. 2% long-term growth.
EV/EBIT (x) 8.9 10.9 110 10.7 10.6
Key drivers
- Income statement (SGDm) Dec-16 Dec-17 Dec 18F Dec 19F Dec 20F
1. Renewal of master leases; Total turnover 96 91 96 97 100
ii. Accretive acquisition of assets; .
jii. Higher China GDP growth. Gross profit 84 83 86 90 92
EBITDA 95 7 81 84 86
Key risks Depreciation and amortisation 0 0 0 0 0
i Higher credit costs; Ope.ratlng profit 95 77 81 84 86
i, Weaker NIMs: Net interest (20) (24) (26) 27) 27
iii. Weaker non-II; Income from associates & JVs 0 0 0 0 0
iv. Adverse FX movements. Exceptional income - net 5 0 0 0 0
Pre-tax profit 73 71 79 83 86
Company Profile Taxation (17) (24) (24) (25) (26)
EC World was established with the investment Minority interests 0 0 0 0 0
strategy of investing principally — directly or indirectly — Recurring net profit (adj) 56 48 56 58 60
in a diversified portfolio of income-producing real
estate. The latter assets are used primarily for e- Cash flow (SGDm) Dec-16 Dec-17 Dec 18F Dec 19F Dec 20F
commerce, supply-chain management, and logistics Change inworking capital 52 3) 3) (3) 3)
pulrpocsjes. T?e 'Il?hEIT' f‘t‘_lslo focusesh_ Onl freal e'Stattr?- Cash flow from operations 11 61 67 70 71
Cash flow frominvesting activities (246) 6 (24) 6 6
Dividends paid (8) 47 (49) (59 (53)
Cash flow from financing activities 182 (72) (66) (94) (96)
Cash at beginning of period 26 145 150 140 134
Net change in cash 78 (6) (22) (18) (18)
Ending balance cash 104 139 128 122 16
Balance sheet (SGDm) Dec-16 Dec-17 Dec 18F Dec 19F Dec 20F
Total cash and equivalents 104 139 128 122 116
Tangible fixed assets 1333 1337 1395 1425 1455
Intangible assets 0 0 0 0 0
Total investments 1333 1337 1395 1425 1455
Total other assets 45 36 34 32 29
Total assets 1483 51 1557 1578 1600
Short-term debt 2 40 40 40 40
Total long-termdebt 397 395 425 430 435
Other liabilities 358 358 362 365 369
Total liabilities 756 794 827 836 845
Shareholders' equity 726 718 730 742 755
Minority interests 0 0 0 0 0
Total equity 726 718 730 742 755
Net debt 399 436 466 471 476
Total liabilities & equity 1483 1511 1557 1578 1600
Key metrics Dec-16 Dec-17 Dec 18F Dec 19F Dec 20F
Revenue growth (%9 na 4.4) 4.7 17 2.8
Recurrent EPS growth (% na (30.6) 151 20.1 276
Gross margin (%9 878 90.5 90.3 92.0 919
Operating EBITDA margin (%9 99.1 84.7 84.2 86.1 85.8
Net profit margin (%9 58.4 52.1 58.1 60.0 60.0
Dividend payout ratio (% 100.0 100.0 100.0 100.0 100.0
Capex/sales (%9 8.6 24 329 15 15
Interest cover (x) 4.7 3.0 2.9 3.0 3.0

Source: Company data, RHB

See important disclosures at the end of this report

RHB®



EC World REIT

8 January 2019

Singapore Initiating Coverage

Property | REITs

Investment Highlights

A logistics and e-commerce REIT with a geographical focus in the People’s Republic of
China (PRC), EC World has seven properties under its portfolio: six are in Hangzhou,
while another — acquired on Apr 2018 — is located in Wuhan.

The assets have a total NLA of 0.75m sgm, with the remaining land-lease tenures ranging
between 35 and 47 years. Overall, these assets can be categorised under three main
logistics segments:

i. Port;
ii. E-commerce;
iii. Specialised.

The port logistics segment is the biggest contributor to gross rental income, accounting for
47% of the total as at 9M18. It also accounts for 33% of the REIT's NLA portfolio. E-
commerce logistics is the second-biggest contributor, making up 38% of the portfolio’s
gross rental income with 32% NLA.

The specialised logistics segment — which makes up the most NLA in EC World’s portfolio
(35%) — accounted for only 15% of gross rental income.

Figure 1: EC World’s portfolio — asset locations & details
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Figure 2: EC World’s assets by rental contributions (9M18) Figure 3: EC World’s assets by NLA (as at 30 Sep 2018)
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Figure 4: A comparison of various Industrial REITs’ exposure by segment in terms of asset value
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Assets play a vital role in the product fulfilment cycle. EC World’s port logistics assets
are strategically-located next to key waterways and road networks. They have the
capability to handle products from shipping to warehouse, storage, handling, and
processing before handling them to the delivery agents.

The specialised logistic assets are generally used for warehousing purposes and currently
store high-value consumer goods, eg tobacco. The REIT’'s e-commerce logistics assets,
meanwhile, enable last-mile connectivity with multiple functions — these include
warehousing, third-party logistics, and parcel producing and sorting. With the PRC seeing
a booming growth in e-commerce retail and delivery, we see good demand for such eco-
systems in future.

See important disclosures at the end of this report 4 R”B‘
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Figure 5: Supply chain and product fulfilment cycle
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We see minimal impact from the US-China trade war, as the portfolio tenant mix is
geared towards domestic consumption. As at end-2018, EC World’s assets were occupied
by 25 tenants (excluding Wuhan Mei Luo Te). ¢.80% of the underlying tenant mix in the
portfolio is geared towards delivery, logistics & distribution, and e-commerce services
which — in our view — are closely linked to the consumption growth of China’s economy.

With the Chinese Government’s continued push towards propping the domestic economy,
we believe the aforementioned segments are primed to benefit while also remaining less
affected by the US-China trade war.

Figure 6: Diversification by trade sector Figure 7: EC World’s assets by Valuation
Trading Others
: d
5
Source: Company data Source: Company data
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Figure 8: Top 10 tenants/sub-tenants
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Source: Company data

Sponsor support and ecosystem the key growth driver. Sponsor Forchn has more
than two decades of experience in port operations, e-commerce logistics, real estate, and
financial services (see page 20 for sponsor details). Consequently, there is a good
symbiotic relationship between EC World and its sponsor, where the former acts as the
asset owner and provides the hardware support via ownership of the physical assets.
Meanwhile, the latter, with its operational experience, manages the business processes,
systems, and operations of a logistics fulfiiment centre.

With this arrangement, we see the success of the sponsor being closely interlinked to the
growth of EC World.

Figure 9: Sponsor-REIT integrated ecosystem
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Master lease assets ramping up with underlying occupancy improvements. As at
end-3Q18 EC World’s portfolio’s committed and underlying occupancy stood at 99.2% and
96.9%. Except for Stage 1 Bei Gang Logistics (Stage 1 BL) and Wuhan Mei Luo Te
(WHML) the underlying occupancy of the remaining property has remained fully occupied
since the IPO.

As for Stage 1 BL, which is currently under master lease, the occupancy has been steadily
ramping up to ¢.86% from 55.3% during the IPO. Occupancy at the newly-acquired WHML
has also ramped up to ¢.88% as at end 3Q18 from 82.2% in Apr 2018, which indicates
steady growth in demand for logistics assets.

In terms of assets underlying NPI yields, it ranges between 4.5% and 8.8%, with an
average portfolio NPI yield of 6.5% (Figure 11).

See important disclosures at the end of this report
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_Figure 10: Portfolio occupancy

Figure 11: 9M18 annualised NPI yields by assets
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Forchn’s collaboration with YCH brings exciting opportunities for growth. In Apr
2018, EC World’s sponsor Forchn signed a framework agreement with YCH, a Singapore-
based leading logistics supply chain provider with logistics assets across South-East Asia.

The partnership aims to leverage upon each party’s expertise in the logistics supply chain
markets. The collaboration also allows the two to tap into China's Belt & Road initiative
and opportunities in the logistics sector arising from it. In this regard, YCH and Forchn are
formally launching the USD150m Belt Road Initiative Logistics Real Estate Private Equity
Fund.

As a part of the collaboration, YCH has also granted EC World the right of first refusal
(ROFR) to acquire the former’s 13 logistics assets in South-East Asia when available for
divestment. The assets — totalling more than 280,000 sgqm of GFA — are located across
the region and carry an estimated value of SGD400m. Leveraging on the REIT’s sponsor’s
track record, YCH is also planning to introduce cutting-edge supply chain management
technologies to enhance its asset value. Besides this, EC World also has the Fu Zhou E-
Commerce property in the pipeline from Forchn.

Recently the REIT announced that it has declined its ROFR to acquire Stage 2 Bei Gang
Logistics from its sponsor, stating that the transaction would not be accretive to its unit
holders. We see this as a prudent move, and are comforted that EC World is under no
pressure to acquire Forchn’s assets and will evaluate more so on a case-by-case basis,
with yield-accretion being the key consideration.

Figure 12: Geographical presence of Forchn and YCH
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Forchn has secured an exclusive opportunity for EC World
REIT to assess for consideration an acquisition portfolio of
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280,000 sqm of GFA and an estimated value of
S$$400mi),

@ Forchn-YCH BRI Logistics Private Equity Fund
YCH and Forchn will formally launch the US$150m
Forchn-YCH Belt Road Initiative (BRI) Logistics Real
Estate Private Equity Fund in second half of 2018

@ Forchn-YCH Operational Synergies

YCH and Forchn will leverage on each other's
competencies to capture opportunities in Southeast Asia
Riding on Forchn's China network of Ruyicang E-
Commerce Services, YCH will introduce cutting-edge
supply chain management technologies and practices to
enhance customer service.

Source: Company, YCH
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Fee structure aligned with distributable income growth. EC World’s management

base fees of 10% of distributable income and performance fees of 25% of DPU growth are

aligned to deliver sustainable DPU returns. This enables the REIT to return better values

to shareholders. This is superior when compared with peers, as other industrial REITs

typically derive their fees as a proportion of portfolio values. The acquisition fees from

related parties are also slightly lower at 0.75% compared with 1% charged by majority of

other REITS.

The trustee fee is capped at 0.1% pa of the value of the deposited property, with a
minimum of SGD12,000 per month, while the acquisition and divestment fees are also

comparable — and relative — with industry peers.

Figure 13: A comparison of industrial REITs’ fees
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Property
management fees

2% of rental income
(base) + 1% of rental
income (lease
management)

2% of gross revenue

+ 2% of NPI + 1% of

gross revenue (lease
management fee)

Australia: 2% of NPI,
SG: 2% of gross
revenue (base) + 1%
of gross (lease)

0.67% pa of the
Deposited Property

2% of gross revenue
+ 1% of gross
revenue for lease
management fee

For property & lease

management: 1.5%

pa of gross revenue
of the property

Australia: 1.2% of
NPI, Outside
Australia: 2% of
gross revenue
(base) + 1% of gross
(lease)

2% of gross revenue
+ 1% of gross
revenue for lease
management fee
2% of gross revenue
+ 1% of gross
revenue for lease
management fee
2% of gross revenue
+ 1% of gross
revenue for lease
management fee

2% of gross revenue

REIT management fees

Base

0.50% pa of portfolio
value

0.50% pa of portfolio
value

0.50% pa of portfolio
value

0.23% pa of the
CAREIT's Deposited
Property

0.50% pa of portfolio
value

10.0% pa of distributable
income

0.40% of portfolio value

0.50% pa of portfolio
value

0.50% pa of portfolio
value

0.50% pa of portfolio
value

10% of distribution
income

Performance

0.1% of portfolio value if
DPU difference >2.5%
YoY, 0.2% of portfolio
value if DPU difference

>5%

0.1% of portfolio value if
DPU difference >2.5%
YoY, 0.2% of portfolio
value if DPU difference

>5%

1.5% of NPI

25% of the difference in
DPU in a financial year
with the DPU in the
preceding financial year x
weighted average number
of units in issue for the
financial year
25.0% YoY DPU
difference * weighted avg
number of units, capped
at 0.8% of portfolio value
pa

25% pa of the YoY DPU
difference x weighted
average number of units
in issue for such financial
year

5% of distributable
income

3.6% of NPI

3.6% of NPI

5% of NPI if DPU >10%
YoY

25% YoY DPU difference
* weighted average
number of units

Trustee fees

% of property value

0.100%

0.030%

0.030%

Scaled basis of up to
0.015% pa of the
value of the
Deposited Property,
subject to @ minimum
of SGD15,000 per
month

0.030%

Not exceeding 0.1%
pa of the value of the
Deposited Property,
subject to a min of
SGD12,000 a month

One-time inception
fee, as may be
agreed between the
Trustee and
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a max of SGD60,000

0.015%

0.020%

0.030%

0.25%

0.02%

Acquisition fee

% of purchase
price

1%

1%

1%

1%

1%

0.75% from
related parties
1% for other
cases

0.50% for related
parties, 1% for all
others

1%

1%

1%

1%

Source: Company data, RHB
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Recent inclusion in two FTSE indices is likely to boost liquidity. One of the key
investor concerns about EC World has been the lack of stock liquidity. However, with more
active investor engagement and education of its assets, recent-term trading volumes have
been slowly creeping up — the 1-year average daily turnover: SGD0.3m.

More recently, in Sep 2018, the REIT was included as one of 20 constituents of the FTSE
ST China Index and one of 48 constituents in the newly-launched FTSE ST Singapore
Shariah Index. We believe this will further boost the stock’s liquidity and visibility.

Lease expiry profile. As at 3Q18, the weighted average lease to expiry of EC World’s
portfolio is 2.2 years by NLA and 2.3 years by gross rental income. The bulk of these
lease expiries are in 4Q20, when the master lease expires.

With the ramping up of master lease assets and strong sponsor synergies, we understand
that Forchn is likely to extend the underlying master leases. For FY19 lease expiries, the
majority are in the newly-acquired WHML — management had previously noted that the
building was under-rented, with one among the two anchor tenants paying rent well below
the market rate. Consequently, we expect healthy positive rental reversions for leases
expiring in FY19.

Figure 14: EC World’s lease expiry profile by NLA Figure 15: EC World’s lease expiry profile by gross rental

income
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Financials

Forecasting NPI growth of 4% pa, driven by organic growth from rent escalation.
Almost all the assets — except Hengde Logistics (HL) — have in-built annual rent escalation
clauses that range between 1% and 12% pa. For HL, there is a rental step-up of 10%
upon renewal of its two main leases upon expiry in 2020/2021. As this is a specialised
logistic asset that is leased to a reputable tenant, we believe there is a high probability of
the leases being extended for another term.

Our forecast assumes that master leases are extended at similar terms and does not
assume any contributions from potential acquisitions.

Figure 16: Revenue and NPI forecasts

Figure 17: Distributable income and DPU growth
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Figure 18: Property types and lease profiles
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Heagde togistics Logistics o 2) 9May 2016 to 8 May 2021 renewal
Chongxian Port 12726 Master lease: 4.0% and 3.0% on 1% Jan 2019 and
Investment ' 1Jan 2016 to 31 Dec 2020 2020 respectively
Chongxian Port - : For 72% of leases: increase of 10% in
Port Logistics 5
Logistics gl 15856 Mal-tereted first 3 years, 12% from Year 4
- 1) 25 Ap 2015 to 24 Apr 2020 1) 10% in first 3 years, 15% from Year 4
£N St Bdustrisl 7128 5 80ct2014 to 7 Oct 2029 2) 7.5% every 3 years
Total 747,173

Source: Company data

See important disclosures at the end of this report
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Master leases that account for the bulk of contributions are likely to continue. EC
World’s three master lease assets — Chongxian Port Logistics, Bei Gang Logistics, and Fu
Heng Warehouse — accounted for ¢.69% and 71% of revenue and NPI contributions in
2018. The master lease assets currently account for ¢.60% of total asset values. The
current master lease terms expire in 4Q20.

While management did not disclose the exact underlying operating revenue figures for the
master leases — citing confidentiality — we understand the combined three assets generate
sufficient cash flows that are higher than the current master lease payments. The
underlying performance has also been seeing a steady growth from occupancy and rent
increases.

As a result, we see a good likelihood of the master leases being extended post the current
lease terms. Additionally, as Forchn holds a sizable stake in the REIT (44%), we believe
the continuation of the master leases will provide a win-win situation for both sponsor and
REIT.

Figure 19: Revenue contribution by assets Figure 20: NPI contributions by lease type
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M Wuhan Mei Luo Te 90

B Chongxian Port Logistics 2017
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J Gang Logisti
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M FuZhou Industrial 10 -
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2017 2018F 2019F 2020F B Master-lease M Non master leases

2020F

Source: RHB Source: RHB
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Low gearing presents headroom for acquisitions. As at 3Q18, EC World’s gearing
stood at 30.7%, which is well below the maximum allowable gearing limit of 45% for S-
REITs. Assuming 40% as a comfortable gearing level, this presents the REIT with debt
headroom of ¢.SGD250m for acquisitions. Assuming a 60%/40% debt/equity mix, this
presents EC World with the ability to acquire ¢.SGD400m worth of assets in future.

Acquisition potentials in the near term include 13 YCH logistics assets in South-East Asia
and China with an estimated value of SGD400m and Forchn’s pipeline asset — Fu Zhou E-
commerce — which we understand have been performing well with strong end-tenant
demand.

In terms of debt profile, EC world has a 50:50 mix of onshore and offshore debt and
SGD100m in uncommitted revolving credit facility (RCF) with DBS Bank and United
Overseas Bank. Overall, all-in interest cost of the debt is 5.4% — this includes the
amortised upfront fees with onshore debt commanding a 130bps higher interest rate when
compared to offshore debt.

The debt is currently maturing in July. We understand the REIT is in negotiations with the
banks to extend the debt maturity. Despite the increase in interest costs, management
expects these costs to be maintained at around the current levels by tweaking the debt
mix of onshore and offshore debts.

FX impact. EC World maintains a rolling 6-month FX hedging strategy for its income
distributions on top of the part natural hedge from the interest payments for onshore debt.
On the balance sheet front, however, the REIT is subject to CNY/SGD fluctuations.

While the hedge provides mitigation for any sharp movements in the CNY against the local
currency, the REIT’s distribution will still be impacted if China’s currency continues its
depreciation path. Our current forecasts have not factored in for any currency volatilities
and assume a fixed 1:5 for SGD/CNY.

Distribution payments using a standby letter of credit (SBLC) structure. EC World
pays unit holder distributions by drawing down from its RCF with domestic banks. The
RCF drawdowns are backed by cash deposits placed as collateral for SBLC issuances —
as at Sep 2018, EC World has drawn down SGD 61.9m in short-term loans in total, which
are backed by SBLC.

This structure is collateralised against a cash deposit of CNY337.7m (SGD 67.1m). By
making distributions using this method, the REIT is able to save on the 5% withholding
tax, which would have to be paid if it repatriated CNY.

See important disclosures at the end of this report 12
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Valuations

Initiate coverage with a BUY and SGDO0.81 TP. Our 5-year DDM-based TP is derived
from cost of equity (COE) of 10% (risk-free rate: 4.5%, terminal growth: 2%). We have
assumed a 100% payout ratio, taking into consideration the REIT's near-term capex
requirements and management fees having to be fully paid in units.

Our sensitivity analysis — for changes in TP that correspond to every 1% change in
terminal growth and COE assumptions — is provided in Figure 22. Our TP corresponds to
0.9x FY2018F P/BV — we believe this is reasonably conservative, considering the positive
logistics sector outlook in China. In comparison, S-REITs on average trade at 1x P/BV.

Figure 21: DDM valuation

FY18F FY19F FY20F FY21F FY22F Terminal
Value
DPU (SGD) 6.2 6.4 6.5 6.8 7.1 90.2
Target price (SGD) 0.81
Current Price (SGD) 0.70
Price Upside 16%
Distribution Yield FY18F 8.8%
Assumptions
Risk-free rate (%) 4.5%
Beta 1.00
Cost of equity (%) 10.0%
Terminal growth (%) 2.0%
Source:, RHB

Figure 22: TP sensitivity analysis for COE and terminal growth assumptions

Terminal 8.00% 9.00% 10.00% 11.00% 12.00%
Growth
Vs. COE
0.0% 0.86 0.77 0.69 0.62 0.57
1.0% 0.96 0.84 0.74 0.67 0.61
2.0% 1.08 0.93 0.81 0.72 0.65
3.0% 1.26 1.05 0.90 0.78 0.70
4.0% 1.52 1.21 1.01 0.87 0.76
Source: RHB

FY19F yield of 9% among the highest in S-REITs. EC World currently offers high
FY18F-19F yields of 8.8% and 9.2%, which is a good 250bps and 150bps above the
average yields of S-REITs and overseas REITs. Its portfolio of logistics e-commerce
assets, coupled with annual rent escalations and growth potential, makes it a value buy
among overseas S-REITs.

Cheapest among the logistics REITs. Including EC World, there are four pure-play
logistics REITs listed in Singapore (see Figure 4 for industrial REIT comparisons).
Mapletree Logistics Trust (MLT SP, NR) is the biggest among all in terms of asset size
(SGD8bn). It has a portfolio of 139 assets spread across eight countries in Asia.
However, Mapletree Logistics Trust also offers the lowest yields among the logistics
REITs, with Bberg consensus FY19 yield of 6.2%. It also trades at a P/BV of 1.15x.

Frasers Logistics & Industrial Trust has a portfolio of 83 assets across Australia, Germany,
and the Netherlands with a total value of AUD3bn. The REIT currently trades at a
consensus FY19F yield of 6.8%, 1.15x P/BV.

Cache Logistics Trust (CACHE SP, BUY, TP: SGDO0.84) has a total of 26 properties
(SGD1.3bn in value) across Australia and Singapore, and offers a FY19F yield of 8.6%.
EC World REIT is the smallest among them, but offers the highest yields, as well as
exciting growth potential.

See important disclosures at the end of this report 13
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Figure 23: S-REITs comparison table

Mkt cap 3“:'U‘:DDVT rl;::; 1D 50 M 3M GM 12M YD vs52W- vs52W- PIB y?e':; y?e';’d s\::e': 4 G:.:,I::gl WALE % %

(USDm) o oy ¥ O (9 (9 (0 (9 (0 low(w) high(m) ([ [ SRR ST (years) FY-t F-2
REITs (40) 65299 104,177 04 22 15 09 06 (75 22 89  (109) 10 61 62 40  35%
Office (5) 13,333 28,046 06 21 12 (05 29 (125 23 97 (145 08 55 55 34  36%
CapitaLand Commercial Trust 4961 14501 180 00 34 17 34 59 (91) 29 118 (1000 099 50 50 29  35% 60 18% 27%
Suntec REIT 3508 8270 183 14 22 34 (11) 46 (164) 28 123  (187) 088 55 55 33  38% 39 11% 18%
Keppel REIT 2898 3750 116 09 09 (0.9) (0.9) 55 (87) 18 74  (128) 083 52 52 30  39% 57 6% 9%
OUE Commercial Trust 966 564 046 11 00 (1.1) (148) (237) (294) 00 22  (312) 059 74 74 53  M% 23 24% 25%
Frasers Commercial Trust 910 9%1 138 07 07 (07) (35 07 (92) 07 30  (11.0) 086 72 72 51  28% 47 13% 11%
Retail (5) 14,402 25364 04 15 19 56 70 28 20 124 (31 109 53 56 32 3%
CapitaLand Mall Trust 6242 16891 230 00 13 13 85 106 95 18 179  (09) 113 48 52 27  32% 19 32% 26%
Mapletree Commercial Trust 3,615 5789 170 00 24 37 69 69 18 30 118 (12) 114 54 54 32 35% 28 13% 10%
SPH REIT 1958 696 103 20 20 20 30 35 (37) 30 51 (55) 109 55 56 34  26% 20 14% 42%
Frasers Centrepoint Trust 1,495 1261 219 05 05 05 (14) (09 (35 09 3.8 (72) 1.05 59 5.9 38 29% 1.7 28% 37%
Starhil Global REIT 1002 726 068 07 00 15 (14) 38 (117) 00 71 (128 075 74 74 49  35% 43 1% 14%
Industrial (10) 18,303 37,581 03 26 16 21 (07) (67) 24 72  (89) 117 64 66 43  35%
Ascendas REIT 6022 20915 263 00 31 23 31 (15 (61) 23 73  (80) 123 65 65 43  33% 43 19% 21%
Mapletree Industrial Trust 2726 3751 195 00 32 32 05 (10) (67) 24 60 (85 134 63 66 41  35% 37 21% 26%
Mapletree Logistcs Trust 3435 7957 130 00 32 24 66 40 (37) 32 102 (58 115 61 62 39  38% 41 21% 19%
Frasers Logistics Trust 1548 NM 104 20 20 (19 (10) (28 (112) 10 30 (119 112 67 68 46  35% 69 3% 6%
Keppel DC REIT 1373 2121 138 07 15 00 15 15 (48 22 78 (68 137 55 57 34 3% 85 3% 5%
Aims AMP Capital Industial REIT 678 679 134 (07) 08 (07) (36) (22) (15 08 39  (76) 098 78 82 57  30% 44 20% 24%
Cache Logistic Trust 553 79 070 07 00 (07) (48 (7.3) (194) 07 69  (209) 100 86 86 64  34% 52 8% 23%
ESR REIT 1202 82 052 10 20 30 30 10 (95 10 96  (126) 076 76 78 54  35% 33 28% 16%
Soilbuild Business Space REIT 456 357 059 09 09 (17) (17) (107) (158) 09 45  (188) 092 89 89 68  39% 40 14% 23%
Sabana Industrial REIT 310 173 040 00 13 (12) (59) (80) (24) 26 53  (114) 076 NM NM NM  39% 24 18% 21%
Hospitality (6) 6451 4,778 07 15 (03) (22) (19) (143) 14 47  (179) 088 66 69 45  36%
Ascott Residence Trust 1737 1313 109 00 19 (09) 09 09 (128) 09 38  (142) 090 63 65 42  36% NA NA NA
CDL Hospitalty Trusts 1331 1489 150 20 27 (07) (57) (38) (143) 27 49  (189) 101 60 67 39  34% NA NA NA
Far East Hospialiy Trust 847 563 062 08 17 17 (24) (08) (152 17 42  (212) 071 67 68 45  40% NA NA NA
OUE Hospitlty Trust 899 452 067 00 08 (1.5 (50) (135) (230) 00 39  (276) 08 75 75 53  39% NA NA NA
Frasers Hospialiy Trust 986 625 071 07 00 14 07 44 (104) 14 68  (139) 091 68 70 46  34% NA NA NA
Ascendas Hospitlity Trust 651 336 078 06 06 (1.9) (37) 00 (114) 13 54  (138) 078 74 76 51  31% NA NA NA
Healthcare (2) 1741 2,002 (0.1) (0.5) (48) (7.7) (10.8) (17.9) (0.1) 44  (196) 132 62 64 41  37%
Parkway Life REIT 1167 1001 262 (04) (15) (47) (22) (40) (12.1) (04) 23  (144) 149 48 50 27  38% 84 NA NA
FirstREIT 575 1002 099 05 1.5 (48) (18.9) (244) (298) 05 7.6  (30.3) 098 89 92 10  35% 88 NA NA
Overseas - commercial (12) 11070 6,406 04 33 29 (24) (50) (107) 33 94  (144) 079 69 74 472 3%
Dasin Refail Trust 357 476 087 00 18 06 12 06 (06) 06 55 (490 057 86 89 54  33% 39 20% 10%
EC World REIT 408 16 070 07 14 14 (14) (1) (91) 14 37  (114) 073 87 91 55  31% 43 14% 16%
Fortune REIT 2,284 77 928 03 33 08 (0.3) 10 (29 42 84  (63) 058 56 58 38 2%  NA 44% 30%
Mapletree Greaer China 2704 4043 146 09 27 18 36 09 (79) 18 84  (94) 088 65 66 46  39% 30 24% 21%
Commerial Trust
CapitaLand Retail China Trust 1003 1102 139 00 15 00 (28) (67) (158) 22 45  (178) 081 75 75 43  36% 29 25% 21%
Lippo Malls Indonesia Retail Trust 408 564 019 16 60 (30) (239) (38.4) (51.5) 66 7.8  (544) 070 129 128 50  37% 38 12% 19%
Manulfe US REIT 1054 558 083 12 74 78 44 (35 (118) 74 187  (154) 101 73 73 46 3% 60 10% 8%
BHG Retail REIT 269 13 073 00 14 (07) 51 (07) (58 14 133  (127) 093 NM NM NM  33% 40 30% 14%
Keppel-KBS US REIT 528 625 065 08 84 152 (125) (215) (250) 57 217  (258) 077 164 93 138  33% 38 14% 16%
Sasseur REIT 582 617 067 00 39 08 (63 08 NM 31 47  (173) 080 00 73 -32  33% 13 39% 10%
Cromwell European REIT 1133 772 046 (11) 11 83 (153) (181) (167) 34 1.0  (226) 086 94 97 92  33% 50 12% 12%
IREIT Global 340 49 073 07 14 (07) (33) (39) (88 07 28 (115 105 NM NM NM  39% 59 1% 4%

Note: *Closing price as at 6 Jan 2019
Source: RHB, Bloomberg
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Key Risks
Non-renewal of master leases

EC World’s distributable income is highly reliant on the continuation of its master leases.
The non-renewal of such leases may adversely impact distributions, due to potentially
lower rental income/occupancies and higher expenses.

Non-renewal of land use rights

The underlying land use rights of the properties will expire within the 2052-2059 period.
While the REIT is likely submit for an extension of land use rights to the Chinese
Government, there is no guarantee they will be granted. Additionally, if it gets an extension
to the land use rights, there are uncertainties over the quantum of land grant premiums
that EC World will have to pay, as well as the additional conditions that may be imposed.

FX impact

EC world’s income and assets are subject to CNY/SGD fluctuations. While the REIT
typically undertakes rolling hedges for its distributable income, a continued depreciation of
the CNY against the SGD will have an adverse impact on distributable income. On the
balance sheet front, the depreciation of China’s currency will have a negative impact on
net asset value.

Asset concentration risk

EC World’s assets are currently concentrated in Hangzhou and, as such, are subject to
economic growth and property market conditions of the local market. Consequently,
increased market supply locally, lower e-commerce and logistics demand, and changes in
local government regulations could adversely impact the REIT.

Regulation and property tax changes

EC World’s assets are subject to local real estate taxes. In China, certain tax treatments —
where the prevailing PRC tax rules have not been clearly stated — are subject to the
discretion/practice of local tax bureaus on a case-by-case basis. As a result, if there are
any increases in property taxes, this will negatively impact distribution.

Compulsory asset acquisition

Under the laws and regulations of the PRC, there are various circumstances under which
the Chinese Government is empowered to acquire some of the properties. In the event of
any compulsory acquisition — and if the compensation paid for the compulsory acquisition
is less than the market value of the relevant property — such exercises should have an
adverse effect on the REIT.

Non-extension of the sunset clause for tax exemptions

Based on current REIT regulations, foreign-sourced income is currently tax-exempted for
REITs. This sunset clause will expire in Mar 2020. While we believe there is a high
probability that this will be extended beyond the current term and made permanent, the
non-extension of tax exemption will have a negative impact on REITs with foreign assets —
this includes EC World.

See important disclosures at the end of this report 15 RHBQ
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Industry Outlook: Logistics Market In China

Rapid growth, increased consumption and universally low vacancy rates

With the Chinese logistics sector estimated to touch USD43.5trn in 2018, we think this
industry is one of the more attractive industrial subsectors to date. We believe the logistics
market will maintain its growth momentum due to the following drivers:

i. The consumption boom will continue to drive demand for logistics services, especially
with the explosive growth of e-commerce led by Alibaba and JD.com;

ii. There is a massive room for expansion in China, as the logistics sector continues to
face space shortages;

iii. The logistics sector offers sustainable long-term opportunities, as China tries to meet
the insatiable demand for high-tech logistics infrastructure and a cohesive
transportation network.

High-standard supply fell to a historical low in 2Q18. According to a report by CBRE,
the new high-standard warehouse supply among 16 cities in China fell to a historical low:
just 280,000 sq m of new space was completed, with new NLA confined to cities like
Nanjing, Chongqing, and Ningbo. With the primary geographical focus in Hangzhou and
Wuhan — which are both located away from the aforementioned cities — we are positive
that EC World is able to maintain its industry competitiveness in the foreseeable future.

Overall logistics rental index continues to increase. On a QoQ basis, the logistics
rental index continued to rise in Tier-l and Tier-1l cities, as well as the industry average as
a whole. While the rental for logistics facilities in Tier-I cities have risen above average, the
rentals in Tier-Il cities have also shown steady and quicker growth. This is as more
companies continue to move for cheaper alternatives and are more flexible in their choices
of logistics hubs. In fact, logistics space new supplies have decreased up to YTD 2018,
while vacancy rates have also continued to drop.

Figure 24: Logistics Rental Index Figure 25 : Logistics supply & demand
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Source: CBRE, Euromonitor
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Opportunities in Tier-ll cities. While domestic occupiers primarily focus on Tier-I cities,
their Tier-1l counterparts have become increasingly attractive. This is because spaces in
the former are now almost fully occupied. For instance, demand in coastal cities like
Shenzhen has now spread to inner cities like Zhaoging, Jiangmen, and Zhuhai, with
increased occupiers in Tier-I cities peaking at 60%.

Many companies are now more open towards considering China’s inner cities as their
hubs, as the PRC continues to improve and strengthen its existing logistics and centres
hubs while creating new ones.

Figure 26: E-commerce continues to be a key driver

Figure 27 : Growth of orders and warehouse spaces
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The rise of e-commerce catalyses the growth in the logistics sector. Online retall
sales have consistently grown between 30% and 40% in the last three years. In 2017
alone, more than 50% of prime warehouse space demand originated from e-commerce
companies and/or their related third-party logistics providers. According to Euromonitor,
online retail sales in China will record a YoY growth of 28% in 2018, which should further
enhance demand for warehouse and logistics facilities.

Figure 28: Gross merchandise value of e-commerce

Figure 29 : Growing number of parcel deliveries (billions)
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E-commerce facilities are now a need. On a YoY basis, it is expected that the gross
merchandise value of e-commerce will grow at a rate of between 20% and 25%,
prompting leasing demand to increase from logistics providers like EC World.

However, several e-commerce firms have also taken steps to build their own logistics
facilities, and several have recently moved into their own self-built facilities. While this is a
risk, the sponsor’s expertise in e-commerce supply chain mitigates this, in our view.

See important disclosures at the end of this report 17
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New development solutions arise from scarcity of logistics land. The scarcity of
logistics land in Tier-I and -l cities promotes the creation of new development models.
There is an increasing trend for multi-storey and smart warehouses to reduce warehouse
and manpower costs, and increase operational efficiencies.

Major e-commerce and logistics firms — including Cainiao and JD Logistics — have
invested heavily in smart warehouses, accelerating the adoption process to the point
where some warehouses are even unmanned.

Figure 30: Growing supply of multi-storey warehouses Figure 31 :Smart warehouses provide a cost-efficient solution
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Positive rental forecast in the near term. According to a report by CBRE Research,
while prime warehouse rent in Tier-| cities are expected to register commendable growth,
strong demand will continue to drive up rent in China’s Tier-Il eastern cities by
approximately 0.9-2.3%. Central and western cities like Wuhan and Chongging,
meanwhile, are facing a supply peak, but the rapid increase in demand and limited new
supply in 2019 should result in slower rental declines.
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Company Background & Structure

EC World is a Singapore-based industrial REIT that was listed on the Main Board of the
SGX on 27 Jul 2016:

i. EC World Asset Management — a wholly-owned subsidiary of sponsor Forchn — is the
manager of REIT;

ii. DBS Trustee acts as the REIT’s trustee;

iii. Property manager Yuntong Property Management is a Forchn subsidiary that is
responsible for providing property and lease management, marketing, and property
maintenance and repair services for the properties under the portfolio.

The following diagram illustrates the relationship between EC World, the manager, trustee,
property manager, and unit holders.

Figure 32: EC World’s trust structure
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Sponsor Units.

(2) The Manager is a wholly-owned subsidiary of the Sponsor.

Source: Company
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Sponsor Details

Forchn is a diversified enterprise group specialising in the real estate, industrial, e-
commerce, logistics, and finance sectors. The sponsor was established in 1992 and is
headquartered in Shanghai.

Forchn has extensive construction and operational experience in the logistics industry,
and has independently invested over CNY5bn in Zhejiang Province. This includes
investments in and construction of the Chongxian Port facility — which is recognised as a
key construction project by the Chinese Government at both provincial and national levels.
It is also ranked among China’s Top 3 inland ports by scale (excluding those along the
Yangtze River). Forchn is an operator of the Chongxian Port facility.

Figure 33: Forchn’s milestones

Milestones Supply Chain Management
2017: Launched the intelligent
supply chain ecosystem Wang Ying
Wu Lian FMEWEL; further refined

Hardware E-commerce Logistics Ruyicang's XS position as the
2007: Restructured 2013: Became a founding spe.ciclnlized operator for large
Hangzhou Zhang Xiao shareholder of China Smart logistics properties
Quan Logistics Network, aka,

Port LleStng 2014: Acquired Cainiaoc Network. Launched

2003: Chongxian, Shanghai Zhang Xiao Ruyicang

Hangzhou Port Quan 2016

2017
2010

Health & Wellness
Real Estate 2016: Acquire Fuchun

i =2 s 2010: Invested in Fuyang Est Investment Resort
Traditional Building New Building Mall together with the Management 2017: Launched
Materials Materials Fosun Group 2013: Started to Gongwang Health Fund
1992: Founded Forchn 2004: Acquired Hangjia, 2011: Opened the prepare for IPO
Trading a Hangzhou based SOE Woodcarving Culture Expo 2016: EC World
1995: Built the 1= concrete 2008: Established new City Singapore IPO
mixing station building materials plants 2012: Opened Hangzhou
1997: Established Sanlin & industrial park New World Center
Industrial Base, our 1% 2013: Opened Jingdezhen
industrial park Taoxichuan China Fang

Source: Company, RHB

An early entrant in Chinese e-commerce revolution. Forchn was one of the founding
members of the Cainiao Network (325 2&FH%), which was formed by Alibaba and eight
other logistics companies. To leverage on the growth of the e-commerce market, the
company launched RuiYiCang (41& %), an integrated smart warehouse logistics services
platform that provides one-stop logistics services to domestic and international customers.

To strengthen RuiYiCang’s position as a specialised operator for large logistics properties,
Forchn launched Wang Ying Wu Lian (FE4%75%), an intelligent supply chain ecosystem to
integrate industries and consumers in major cities.

Taking the lead. The company was the first PRC logistics and e-commerce operator to be
listed, and its e-commerce logistics assets — via EC World — is China’s first privately-
owned REIT listed in Singapore. Forchn is also one of the pioneering Chinese brands to
be recognised by China’s Ministry of Commerce and has been acknowledged for its
national intangible cultural heritage in manufacturing hardware.

Strong brand recognition. Some of the notable awards and accolades Forchn has
received include the Shanghai Famous Brand Award ( /&% k%), Top 10 Zhejiang
Returnee Investment Model Enterprise (k[0 2 # % 5E#HRE), and Top 100 Private
Enterprises in Shanghai 2015 (2015 & FJEEE ) 100 58). The company has also
developed culture and commercial properties that have won “Best Cultural Industry
Heritage” and “China Redwood Furniture Special Influence” accolades.

See important disclosures at the end of this report 20 R”B‘
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Key Management Information

Reputable board and management add credibility. Forchn non-executive chairman and
founder Zhang Guobiao is also the executive vice chairman of the Zhejiang Chamber of
Commerce. Independent director Chan Heng Wing (lead independent director) is also an
independent director with Fraser & Neave and Banyan Tree.

Independent director Chia Yew Boon previously worked at GIC and Boustead, while
independent director David Wong See Hong was a former Bank of China deputy CEO.
The strong board lends confidence in terms of corporate governance matters.

Figure 34: EC World’s management background

Management Name

Designation

Past Achievements

Current Positions

Zhang Guobiao

Chairman and non-
executive director

®  Founder of Forchn

®  |ed the acquisition and modernisation of one of the key inland

ports in the PRC mainly Chongxian Port in Hangzhou

" Spearheaded the acquisition and restructuring of a provincial
state-owned enterprise, Hangzhou Zhang Xiao Quan

Chairman of sponsor Forchn

Executive vice chairman of
Zhejiang Chamber of Commerce
(Shanghai)

® VP - corporate finance at RGM International

®  Expanded Forchn overseas by sponsoring EC World REIT on its
listing on the Main Board of the SGX in 2016
Non-Resident Ambassador to the
Republic of Austria
®  Ambassador to Thailand -
Independent non- ) Independent non-executive director
; h ®  Consul-General to Hong Kong and Shanghai of Banyan Tree, Frasers Property,
Chan Heng Win executive director & and Fraser & Neave
9 9 lead independent ®  Chief representative of Temasek in China
director n ) ! } ) . ) Director of Precious Treasure and
Managing director for international relations in Temasek :
; X Precious Quay
International Singapore
Senior Advisor of the Milken
Institute Asia Centre
- . ) ) Chairman of Halftime (HK)
Deputy chief executive of the Bank of China (Hong Kong)
- . . Finance management committee
Director of BOC Group Life Assurance member of the Hong Kong
®  Chairman of BOC International Prudential Trustee Management Association
Dr Wong See Hong Indepe'ndent non- ®  Chairman of BOCHK Asset Management Indep_endent non-executive director
executive director . . . . of China Merchant Bank, Frasers
®  Corporate executive vice president and country executive of ABN Hospitality Asset Management, and
AMRO Bank Frasers Hospitality Trust
®  Board member of Energy Market Authority Management
" Board member of the Civil Service College Singapore Independent non-executive director
of Tahoe Life Insurance
Managing director of Horizonline
Managing Director of Ningbo
) . ) ’ 9 h
Li Guosheng Lnxcéi%%r\}ge(;:;(ggr Technical manager of China Enersave Horizonline Technologies
" Ppresident of the Zhejiang (S) Entrepreneurs Association Director of Sanhua International
Singapore
Director of Sanhua Trading
Managing director of Catalyst
Advisors and Catalyst Advisors
" Director of business development at Boustead Singapore International
Chia Yew Boon Independent non- - . . . . . . . .
executive director Chief executive officer of EasyCall International gelnlqr advisor of Atlas Financial
®  Senior VP of GIC Special Investments olutions
Independent non-executive director
of Technovator International
®  Chief representative in China for Keppel Corp
. ) ®  Chief executive officer of Evergro Properties . .
Goh Toh Sim Executive director . ) ) . Executive director and CEO of EC
and CEO ®  Chief executive officer of Ascendas (China) World REIT
" Deputy chief executive officer of China-Singapore Suzhou
Industrial Park Development
Johnnie Tng Chin Hwee CFO

Jinbo Li

Head of investment

" Corporate advisory - Deutsche Bank and Standard Chartered

Source: Company, RHB

See important disclosures at the end of this report
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Appendix: EC World’s Assets Summary

Figure 35 : EC World’s portfolio — ports

Chongxian Port Investment

Fuzhou Industrial

Property type
Location

NLA (sq ft)

Number of tenant(s)
Committed occupancy

Carpark lots

Port

Hangzhou City

1,213,371
1

100%

Nil

Port
Hangzhou City
76,725

2

100%

45

Source: Company data

Figure 36 : EC World’s portfolio — warehouses

Chongxian Port Logistics

Wuhan Mei Luo Te

Property type
Location

NLA (sq ft)

Number of tenant(s)
Committed occupancy

Carpark lots

Warehouse

Hangzhou City
1,354,701

22
100%
238%

E-commerce warehouse
Wuhan

524,148

4

88.20%

Nil

Source: Company data

See important disclosures at the end of this report
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Figure 37 : EC World’s portfolio — e-commerce properties

Stage 1 Properties of Bei Gang Logistics Fu Heng Warehouse

Property type E-commerce property E-commerce property
Location Hangzhou City Hangzhou City
NLA (sq ft) 1,296,501 1,014,896
Number of tenant(s) 1 1
Committed occupancy 100% 100%
Carpark lots 1,278 730

Source: Company data

Figure 38 : EC World’s portfolio — specialised logistics
Hengde Logistics

[ —

Property type Large-scale specialised logistics
Location Hangzhou City
NLA (sq ft) 2,562,153
Number of tenant(s) 2
Committed occupancy 100%
Carpark lots 1,452

Source: Company data

See important disclosures at the end of this report
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RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months
Trading Buy: Share price may exceed 15% over the next 3 months, however
longer-term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next
12 months

Take Profit: ~ Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for
circulation amongst RHB and its affiliates’ clients generally or such persons as may be
deemed eligible by RHB to receive this report and does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person
who may receive this report. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research,
compilations, extracts or analysis that has been prepared by RHB'’s strategic, joint
venture and/or business partners. No representation or warranty (express or implied)
is given as to the accuracy or completeness of such information and accordingly
investors should make their own informed decisions before relying on the same.

This report is not directed to, or intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary
to the applicable laws or regulations. By accepting this report, the recipient hereof (i)
represents and warrants that it is lawfully able to receive this document under the
laws and regulations of the jurisdiction in which it is located or other applicable laws
and (ii) acknowledges and agrees to be bound by the limitations contained herein.
Any failure to comply with these limitations may constitute a violation of applicable
laws.

All the information contained herein is based upon publicly available information and
has been obtained from sources that RHB believes to be reliable and correct at the
time of issue of this report. However, such sources have not been independently
verified by RHB and/or its affiliates and this report does not purport to contain all
information that a prospective investor may require. The opinions expressed herein
are RHB’s present opinions only and are subject to change without prior notice. RHB
is not under any obligation to update or keep current the information and opinions
expressed herein or to provide the recipient with access to any additional
information. Consequently, RHB does not guarantee, represent or warrant, expressly
or impliedly, as to the adequacy, accuracy, reliability, fairness or completeness of the
information and opinion contained in this report. Neither RHB (including its officers,
directors, associates, connected parties, and/or employees) nor does any of its
agents accept any liability for any direct, indirect or consequential losses, loss of
profits and/or damages that may arise from the use or reliance of this research report
and/or further communications given in relation to this report. Any such responsibility
or liability is hereby expressly disclaimed.

Whilst every effort is made to ensure that statement of facts made in this report are
accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered
to be reasonable and must not be construed as a representation that the matters
referred to therein will occur. Different assumptions by RHB or any other source may
yield substantially different results and recommendations contained on one type of
research product may differ from recommendations contained in other types of
research. The performance of currencies may affect the value of, or income from, the
securities or any other financial instruments referenced in this report. Holders of
depositary receipts backed by the securities discussed in this report assume
currency risk. Past performance is not a guide to future performance. Income from
investments may fluctuate. The price or value of the investments to which this report
relates, either directly or indirectly, may fall or rise against the interest of investors.

This report does not purport to be comprehensive or to contain all the information that a
prospective investor may need in order to make an investment decision. The recipient of
this report is making its own independent assessment and decisions regarding any
securities or financial instruments referenced herein. Any investment discussed or
recommended in this report may be unsuitable for an investor depending on the
investor's specific investment objectives and financial position. The material in this
report is general information intended for recipients who understand the risks of
investing in financial instruments. This report does not take into account whether an
investment or course of action and any associated risks are suitable for the recipient.
Any recommendations contained in this report must therefore not be relied upon as
investment advice based on the recipient's personal circumstances. Investors should
make their own independent evaluation of the information contained herein, consider
their own investment objective, financial situation and particular needs and seek their
own financial, business, legal, tax and other advice regarding the appropriateness of
investing in any securities or the investment strategies discussed or recommended in
this report.

This report may contain forward-looking statements which are often but not always
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and
statements that an event or result “may”, “will” or “might” occur or be achieved and
other similar expressions. Such forward-looking statements are based on

assumptions made and information currently available to RHB and are subject to

known and unknown risks, uncertainties and other factors which may cause the
actual results, performance or achievement to be materially different from any future
results, performance or achievement, expressed or implied by such forward-looking
statements. Caution should be taken with respect to such statements and recipients
of this report should not place undue reliance on any such forward-looking
statements. RHB expressly disclaims any obligation to update or revise any forward-
looking statements, whether as a result of new information, future events or
circumstances after the date of this publication or to reflect the occurrence of
unanticipated events.

The use of any website to access this report electronically is done at the recipient’'s own
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free
from viruses or other items of a destructive nature. This report may also provide the
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the
content contained therein. Such addresses or hyperlinks (including addresses or
hyperlinks to RHB own website material) are provided solely for the recipient's
convenience. The information and the content of the linked site do not in any way form
part of this report. Accessing such website or following such link through the report or
RHB website shall be at the recipient’s own risk.

This report may contain information obtained from third parties. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any
information and are not responsible for any errors or omissions (negligent or otherwise),
regardless of the cause, or for the results obtained from the use of such content. Third
party content providers give no express or implied warranties, including, but not limited
to, any warranties of merchantability or fithess for a particular purpose or use. Third
party content providers shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees,
or losses (including lost income or profits and opportunity costs) in connection with any
use of their content.

The research analysts responsible for the production of this report hereby certifies
that the views expressed herein accurately and exclusively reflect his or her personal
views and opinions about any and all of the issuers or securities analysed in this
report and were prepared independently and autonomously. The research analysts
that authored this report are precluded by RHB in all circumstances from trading in
the securities or other financial instruments referenced in the report, or from having
an interest in the company(ies) that they cover.

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.

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 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
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This report is issued and distributed in the Kingdom of Thailand by RHB Securities
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of
Finance, regulated by the Securities and Exchange Commission of Thailand and is a
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association
has disclosed the Corporate Governance Report of Thai Listed Companies made
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the
Corporate Governance Report of Thai Listed Companies.

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 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 Securities Hong Kong
Limited (BL3E(E'S 55 %R /A 5]) (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 RHBSHK. RHBSHK is a wholly owned subsidiary of RHB Hong Kong
Limited; for the purposes of disclosure under the Hong Kong jurisdiction herein,
please note that RHB Hong Kong Limited with its affiliates (including but not limited
to RHBSHK) will collectively be referred to as “RHBHK.” RHBHK conducts a full-
service, integrated investment banking, asset management, and brokerage business.
RHBHK does and seeks to do business with companies covered in its research
reports. As a result, investors should be aware that the firm may have a conflict of
interest that could affect the objectivity of this research report. Investors should
consider this report as only a single factor in making their investment decision.
Importantly, please see the company-specific regulatory disclosures below for
compliance with specific rules and regulations under the Hong Kong jurisdiction.
Other than company-specific disclosures relating to RHBHK, this research report is
based on current public information that we consider reliable, but we do not
represent it is accurate or complete, and it should not be relied on as such.

United States

This report was prepared by RHB and is being distributed solely and directly to
“‘major” U.S. institutional investors as defined under, and pursuant to, the
requirements of Rule 15a-6 under the U.S. Securities and Exchange Act of 1934, as
amended (the “Exchange Act”). Accordingly, access to this report via Bursa
Marketplace or any other Electronic Services Provider is not intended for any party
other than “major” US institutional investors, nor shall be deemed as solicitation by
RHB in any manner. RHB is not registered as a broker-dealer in the United States
and does not offer brokerage services to U.S. persons. Any order for the purchase
or sale of the securities discussed herein that are listed on Bursa Malaysia Securities
Berhad must be placed with and through Auerbach Grayson (“AG”). Any order for the
purchase or sale of all other securities discussed herein must be placed with and
through such other registered U.S. broker-dealer as appointed by RHB from time to
time as required by the Exchange Act Rule 15a-6. This report is confidential and not
intended for distribution to, or use by, persons other than the recipient and its
employees, agents and advisors, as applicable. Additionally, where research is
distributed via Electronic Service Provider, the analysts whose names appear in this
report are not registered or qualified as research analysts in the United States and
are not associated persons of Auerbach Grayson AG or such other registered U.S.
broker-dealer as appointed by RHB from time to time and therefore may not be
subject to any applicable restrictions under Financial Industry Regulatory Authority
(“FINRA”) rules on communications with a subject company, public appearances and
personal trading. Investing in any non-U.S. securities or related financial instruments
discussed in this research report may present certain risks. The securities of non-
U.S. issuers may not be registered with, or be subject to the regulations of, the U.S.
Securities and Exchange Commission. Information on non-U.S. securities or related
financial instruments may be limited. Foreign companies may not be subject to audit
and reporting standards and regulatory requirements comparable to those in the
United States. The financial instruments discussed in this report may not be suitable
for all investors. Transactions in foreign markets may be subject to regulations that
differ from or offer less protection than those in the United States.

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:

(@) -

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:

@ -

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

(@) -

Thailand

RHB 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 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.

Indonesia

PT RHB Sekuritas 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 Sekuritas 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. acommissioner, director or employee of an Issuer or Public Company;

b.  asubstantial 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.  anindividual who within the last six months was a Person defined in letters a, b
or ¢, 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:

(@) -

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:

(@) -

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:

(@) -

Hong Kong

The following disclosures relate to relationships between RHBHK and companies
covered by Research Department of RHBSHK and referred to in this research report:
RHBSHK hereby certifies that no part of RHBSHK analyst compensation was, is or
will be, directly or indirectly, related to the specific recommendations or views
expressed in this research report.

RHBHK had an investment banking services client relationships during the past 12
months with: -.

RHBHK has received compensation for investment banking services, during the past
12 months from: -.

RHBHK managed/co-managed public offerings, in the past 12 months for: -.

On a principal basis. RHBHK has a position of over 1% market capitalization of: -.
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Additionally, please note the following:

Ownership and material conflicts of interest: RHBSHK policy prohibits its
analysts and associates reporting to analysts from owning securities of any company

covered by the analyst.

Analyst as officer or director: RHBSHK policy prohibits its analysts, and
associates reporting to analysts from serving as an officer, director, advisory board
member or employee of any company covered by the analyst.

RHBHK salespeople, traders, and other non-research professionals may provide oral
or written market commentary or trading strategies to RHB clients that reflect
opinions that are contrary to the opinions expressed in this research report.
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