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Singapore Equity Strategy

Uncertain Outlook, Stay Defensive! vear-end STI target 3,250
Ratings (Buy/Neutral/Sell): 3212713
Last 12m earnings change Negative

e 2Q19 results were a tad below expectations, with ¢.25% of stocks under Singapore sector ratings:

our coverage reporting an earnings miss. Along with CPO companies, which

. . . Overweight  Banks, REITs
reported second consecutive quarter of dismal earnings, there was notable

earnings misses by large-cap companies: Dairy Farm International, Wilmar Neutral Consumer, hea}lthcare, )
International, ST Engineering, SembCorp Marine, ComfortDelGro, and offshore & marine, plantations,
Singtel. Earnings revisions for the STI have turned negative again, and we real estate, technology, telecom
foresee risk of further downgrades to consensus estimates if US-China trade Not rated Materials
tensions escalate or remain unresolved.

Analyst

e STI's valuations are reasonable, but do not expect much upside now till
year end. After a 7.4% decline from its 2019 peak, the STl is trading at 12.6x Shekhar Jaiswal gy
1-year forward P/E, which is at its -1SD band. The 4.4% forward yield looks AZ /
attractive and is the highest amongst Asian markets. The index’s valuations +65 6232 3894 /u\;\v
are looking reasonable relative to its long-term history. However, past trends shekhar jaiswal@rhbgroup.com NV
suggest that the STI’s returns follow Singapore’s GDP growth closely. As we
expect a slower GDP growth in coming quarters, we believe it will be tough
for the index to generate strong positive returns from now till end 2019. We
lower the STI's year-end target to 3,250, which is based on 13x target P/E.

o Reiterate our strategy to invest in REITs and defensive stocks. We
maintain that amidst the slowing economic growth in Singapore and an
uncertain external environment, investors should continue to stay selective STl Index’s forward P/E
and invest in stocks that offer stable earnings (low volatility), strong balance
sheets (lowly geared or preferably net cash position), and sustainable
dividends (high confidence on expected dividend payouts). REITs, which 180
should benefit from declining interest rates, along with selective stocks from 160
consumer and industrial sectors, are our preferred picks.

20.0

14.0

e Top Picks. Wilmar and Sheng Siong are our preferred consumer picks, and 120
ST Engineering is our preferred industrial pick. Given its lower exposure to
China as compared to other local banks, more reasonable valuation and 5%
yield, United Overseas Bank (UOB) remains our preferred financial sector
pick. We remove Thai Beverage from our Top Picks, as the share price has 6.0
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8.0

reached our TP. Suntec REIT replaces Cache Logistics Trust in REIT Top 88 3% 9 33 33835 33
Picks and CSE Global replaces Silverlake Axis in small & mid (SMID) cap |8 8 8 8 8 8 8 8 8 8 8
Top Picks. Source: Bloomberg

e Downside risk to earnings. 2019 consensus earnings for the STI, which had
witnessed a pause in downgrade since March, has been lowered 2% since
end June. 2020 consensus earnings were also downgraded 2%. If the trade
tensions between the US and China remain unresolved, which seems to be
the base case right now, we foresee an accelerated decline in global
manufacturing and a sharper slowdown in global trade flows — this could lead
to further downgrades to the STI's earnings growth.

. TP % Upside P/E (x P/B (x Yield (%
Company Rating (SGD) (Dow?lside) Dec—ig)F Dec-ig)F Dec-1(9F)
CDL Hospitality Buy 1.79 9.8 15.5 11 5.7
CSE Global Buy 0.69 48.4 9.7 1.3 5.9
Fu Yu Corp Buy 0.24 11.6 12.0 1.0 7.9
Manulife US REITA Buy 0.98 7.1 13.7 1.1 6.5
Oxley Holdings** Buy 0.41 32.3 34 0.7 8.1
Sheng Siong Buy 1.32 10.0 23.3 5.8 3.1
ST Engineering Buy 4.70 20.5 20.1 53 3.8
Suntec REIT Buy 2.08 7.2 18.0 0.9 5.2
uoB Buy 29.50 14.5 9.9 1.1 5.0
Wilmar Buy 4.50 18.4 14.3 1.0 2.7

Source: Company data, RHB; Note: **FY20 (Jun); "USD; Data as at 10 Sep 2019

See important disclosures at the end of this report
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2Q19 Earnings Wrap

2Q19 results were a tad below expectation

For our coverage universe, about a quarter of the companies reported earnings that were
below our estimates. In addition to the palm oil companies, Dairy Farm International, Wilmar
International, ST Engineering, SembCorp Marine, ComfortDelGro, and Singtel reported
earnings that were below expectations. Amongst key stocks, Silverlake Axis reported
earnings that were above our expectations.

Figure 1. 2Q19 earnings vs RHB estimates Figure 2: 2Q19 earnings vs consensus estimates

Inline Above Below Inline Above Below
Consumer discretionary 4 - 3 Consumer discretionary 4 - 3
Consumer staples 3 1 5 Consumer staples 3 1 5
Energy 1 - - Energy 1 - -
Financials 4 - - Financials 4 - -
Healthcare 4 - 1 Healthcare 3 - 2
Industrials (conglomerate) - - 1 Industrials (conglomerate) - - 1
Industrials (offshore marine) 1 - 1 Industrials (offshore marine) 1 - 1
Industrials (others) 2 - 1 Industrials (others) 2 - 1
Industrials (transport) - - 1 Industrials (transport) - - 1
Real estate (developer) 2 - 1 Real estate (developer) 2 - 1
Real estate (REIT) 13 - 1 Real estate (REIT) 13 - 1
Technology 7 2 - Technology 1 -
Telecom 1 - 1 Telecom 1 - 1
Total 42 3 16 Total 42 2 17
% of total 69 5 26 % of total 69 3 28
Note: Based on 61 stocks that were under active coverage during 2Q19 Note: Based on 61 stocks that were under active coverage during 2Q19
Source: RHB Source: RHB
Figure 3: Number of changes in TP after results Figure 4. Number of changes in rating after results
Increase Decrease  Unchanged Upgrade Downgrade Unchanged
Consumer discretionary - 3 4 Consumer discretionary - - 7
Consumer staples 3 4 2 Consumer staples - 1 8
Energy - 1 - Energy - - 1
Financials - 3 1 Financials - 2 2
Healthcare - 1 4 Healthcare - - 5
Industrials (conglomerate) 1 - - Industrials (conglomerate) - - 1
Industrials (offshore marine) - 2 - Industrials (offshore marine) - - 2
Industrials (others) 1 2 Industrials (others) - - 3
Industrials (transport) - 1 - Industrials (transport) - - 1
Real estate (developer) 1 1 1 Real estate (developer) - - 3
Real estate (REIT) 5 2 7 Real estate (REIT) 1 1 12
Technology 1 1 7 Technology 1 - 8
Telecom - 1 1 Telecom - - 2
Total 11 21 29 Total 2 4 55
% of total 18 34 48 % of total 3 7 90
Note: Based on 61 stocks that were under active coverage during 2Q19 Note: Based on 61 stocks that were under active coverage during 2Q19
Source: RHB Source: RHB

Amongst stocks under our coverage universe, c.41% witnessed an increase in 1FY revenue
estimates, but only ¢.18% witnessed an increase in 1FY earnings forecasts. Among the key
stocks, Suntec REIT, Keppel REIT, and Oversea-Chinese Banking Corp witnessed more
than 3% increases in 1FY earnings estimates. Almost 46% of the companies saw a decline
in their net profit forecasts, as they guided for a weaker 2H19.

See important disclosures at the end of this report
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Figure 5: Number of changes in 1FY revenue estimates Figure 6: Number of changes in 1FY profit estimates
Increase Decrease  Unchanged Increase Decrease  Unchanged
Consumer discretionary 2 3 2 Consumer discretionary - 4 3
Consumer staples 1 6 2 Consumer staples 1 6 2
Energy 1 - - Energy - 1 -
Financials 4 - - Financials 4 - -
Healthcare 2 - 3 Healthcare - 1 4
Industrials (conglomerate) 1 - - Industrials (conglomerate) - 1 -
Industrials (offshore marine) 1 1 - Industrials (offshore marine) - 2 -
Industrials (others) - 2 1 Industrials (others) - 2 1
Industrials (transport) 1 - - Industrials (transport) - 1 -
Real estate (developer) 2 - 1 Real estate (developer) 1 1 1
Real estate (REIT) 7 5 2 Real estate (REIT) 3 6 5
Technology 3 - 6 Technology 2 2 5
Telecom - 1 1 Telecom - 1 1
Total 25 18 18 Total 11 28 22
% of total 41 30 30 % of total 18 46 36
Note: Based on 61 stocks that were under active coverage during 2Q19 Note: Based on 61 stocks that were under active coverage during 2Q19
Source: RHB Source: RHB
Earnings downgrades have started again
2019 consensus earnings for the STI, which had witnessed a pause in downgrades since
March, witnessed a 2% reduction since end June following a weak 2Q19 earnings reporting
season. 2020 consensus earnings were also downgraded by a similar magnitude. Most
downgrades came from the financial, offshore marine, and transport sectors. Based on
Bloomberg estimates, the consensus net profit growth for 2019 now stands at 3.9%.
Figure 7: Revisions to STI’s 2019 & 2020 consensus earnings Figure 8: Revisions to STI's 12 month blended forward
consensus earnings
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There exist risks of further downgrades to estimates

If the trade tensions between the US and China remain unresolved, we foresee an
accelerated decline in global manufacturing, a sharper slowdown in global trade flows, and
further declines in global investments. All of this could lead to further downgrades to the
STI's 2020 consensus earnings. We believe much of these downgrades could come from
the financial sector, which could be impacted by falling interest rates. Based on Bloomberg
consensus estimates, almost a quarter of 2020 net profit growth is expected to be derived
from the financial sector.

In addition to the risks from worsening of the trade war, there exist macroeconomic risks
from Brexit, sharp contraction in Global Purchasing Managers’ Indices, growth cycles in
Europe turning while interest rates are still negative, and geopolitical tensions in the Middle
East and Asia.

See important disclosures at the end of this report
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Key TP changes after the recent results season

Figure 9: Key target price changes post 2QCY19 results

M cap New old %
Company BBG ticker USDm Rating TP TP change Link to note
Large cap
CapitaLand Commercial CCT SP 5,924  Neutral 1.98 1.86 6%  Acquisition Of MAC Positive But Priced In
CapitaLand Mall Trust CTSP 7,058 Neutral 2.38 2.20 8%  Stable Performance But Valuations Are Lofty
ComfortDelGro CDSP 3,846  Neutral 2.55 2.65 -4% 2019 Results Below Expectations
Dairy Farm International DFI SP 9,469 Neutral 7.38 8.25 -11%  Nothing To Milk At The Moment
NIM Peaking In 2Q019; D/G To NEUTRAL and
DBS Group Holdings DBS SP 46,197 Neutral 25.30 30.30 -17% NIM Squeeze To Cap Share Price Upside
Genting Singapore GENS SP 7,734  Neutral 0.97 1.02 -5% High Win Rate Offsets Decline In Mass Gaming
Golden Agri GGR SP 2,446 Sell 0.22 0.23 -4%  Likely To Remain In The Red In FY19
Keppel REIT KREIT SP 3,053  Neutral 1.20 1.12 7% A Mixed Bag; Stay NEUTRAL
2019 Strength In NI, But Weak For Insurance and
OCBC OCBC SP 33,954  Neutral 11.50 12.20 -6%  Greater China Potential, But Already Priced In
ST Engineering STE SP 8,816 Buy 4.70 4.45 6% Defensive Growth Story; Reiterate BUY
Suntec REIT SUN SP 3,934 Buy 2.08 1.90 9% Enhancing Earnings Quality; Upgrade To BUY
uoB UOB SP 31,159 Buy 29.50 30.80 -4%  Strength Across The Board In 2019; BUY
Wilmar International WIL SP 17,446 Buy 4.50 3.94 14% The Worst Is Over; Maintain BUY
Mid cap
Bumitama Agri BAL SP 712  Neutral 0.54 0.62 -13%  Dry Weather Impacts 2Q19 Output
China Aviation Qil CAO SP 742 Buy 1.50 1.60 -6% Near Term Growth Driver; Reiterate BUY
First Resources FR SP 1,757  Neutral 1.45 1.53 -5% EU Biodiesel Tax To Hurt Downstream Margins
Sembcorp Marine SMM SP 1,848 Buy 1.63 1.99 -18%  Early Signs Of Order Win Recovery
Sheng Siong Group SSG SP 1,308 Buy 1.32 1.23 7%  Retail Safe Haven; Still Our Sector Top Pick
Silverlake Axis SILV SP 872 Buy 0.56 0.65 -14%  Strong Quarter, Expecting Better Growth Ahead
StarHub STH SP 1,632 Neutral 1.52 1.72 -12%  Cyber Security Losses Tapering Off
Small cap
APAC Realty APAC SP 129 Buy 0.65 0.67 -3%  Volumes Stabilising Post Measures
Avi-Tech Electronics AVIT SP 38 Neutral 0.31 0.27 15% Improving Outlook Ahead; Stay NEUTRAL
A Stale Bread; Try Again Later and
BreadTalk Group BREAD SP 264  Neutral 0.67 0.81 -17%  The Acquisition Of Food Junction
Cache Logistics Trust CACHE SP 567 Buy 0.80 0.83 -4% A Disappointing Quarter
Centurion Corp CENT SP 247  Neutral 0.43 0.41 5% Adding Beds As It Grows; Stay NEUTRAL
EC World REIT ECWREIT SP 427 Buy 0.82 0.85 -4%  Another Stable Quarter Barring FX Impact; BUY
Food Empire Holdings FEH SP 198 Buy 0.73 0.69 6%  Better Margins Post Rationalisation; Still BUY
Moya Holdings Asia MHAL SP 195 Buy 0.08 0.10 -13%  1H Impacted By Absence of One-Offs
UG Healthcare UGHC SP 23 Buy 0.30 0.32 -6%  Capacity Rise Delay, Valuation Attractive; BUY
Note: Market cap = Small cap: <SGD1bn, Mid cap: <SGD3bn
Source: RHB
Key rating changes after the recent results season
Figure 10: Key rating changes post 2QCY19 results
M cap New old
Company name BBG ticker (USDm) rating rating Change Link to note
Upgrades
Suntec REIT SUN SP 3,934 Buy  Neutral Upgrade Enhancing Earnings Quality; Upgrade To BUY
Venture Corp VMS SP 3,204 Buy  Neutral Upgrade  New Product Ramp-Up In 4019; U/G To BUY
Downgrades
NIM Peaking In 2Q19; D/G To NEUTRAL and
DBS Group Holdings DBS SP 46,197  Neutral Buy Downgrade NIM Squeeze To Cap Share Price Upside
Starhill Global REIT SGREIT SP 1,194  Neutral Buy Downgrade Fair Value Reached; Cut To NEUTRAL
Singapore Exchange ~ SGX SP 6,575 Neutral Buy Downgrade  Earnings Driven By Derivatives, But Priced In
Thai Beverage THBEV SP 16,109 I-Drra:)kf(ii Buy Downgrade  D/G: High On Alcohol; Drink Again Later
Source: RHB B
See important disclosures at the end of this report 4 R"B’


https://research.rhbtradesmart.com/attachments/48/rhb-report-sg_cct_company-update_-20190719_rhb-65680603260340505d30ff6fa34ab.pdf
https://research.rhbtradesmart.com/attachments/24/rhb-report-sg_capitaland-mall-trust_company-update_20190724_rhb-945779813322923305d37884e3c272.pdf
https://research.rhbtradesmart.com/attachments/70/rhb-report-sg_comfortdelgro_results-review_20190814_rhb-86647102697768655d536136d3e86.pdf
https://research.rhbtradesmart.com/attachments/86/rhb-report-sg_dairy-farm_results-review_20190805_rhb-19446305719249945d478f143e88d.pdf
https://research.rhbtradesmart.com/attachments/35/rhb-report-sg_dbs_results-review_20190729_rhb_c-420864920352326305d3f775ba5c8f.pdf
https://research.rhbtradesmart.com/attachments/63/rhb-report-sg_dbs_company-update_20190906_rhb-15077314876532495d71cb8b4f6a1.pdf
https://research.rhbtradesmart.com/attachments/70/rhb-report-sg_genting-singapore_results-review_20190719_rhb-950204819575526925d476aba25bfd.pdf
https://research.rhbtradesmart.com/attachments/30/rhb-report-sg_ggr_2q19-results-review_20190815_rhb-21830473135861595d554cc264d1d.pdf
https://research.rhbtradesmart.com/attachments/86/rhb-report-sg_keppel-reit_2q19-results-review_20190616_rhb-87154026633843745d2d15bfb68f5.pdf
https://research.rhbtradesmart.com/attachments/74/rhb-report-sg_ocbc_results-review_20190805_rhb-243203015131013935d47729604372.pdf
https://research.rhbtradesmart.com/attachments/20/rhb-report-sg_ocbc_company-update_20190820_rhb-4431519878203475d5b97db09111.pdf
https://research.rhbtradesmart.com/attachments/95/rhb-report-sg_st-engineering_results-review_20190815_rhb-555444312376369035d54817549d8b.pdf
https://research.rhbtradesmart.com/attachments/5/rhb-report-sg_suntec-reit_results-review_-20190729_rhb-196110313186218855d3e20e16c0b9.pdf
https://research.rhbtradesmart.com/attachments/67/rhb-report-sg_uob_results-review_20190802_rhb-37197605659047135d43ee6fd4ea8.pdf
https://research.rhbtradesmart.com/attachments/13/rhb-report-sg_wilmar_company-update_20190815_rhb-105678814512420415d54b11033356.pdf
https://research.rhbtradesmart.com/attachments/89/rhb-report-sg_bumitama_2q19-results-review_20190814_rhb-495916117304731755d53aa3ee3dc4.pdf
https://research.rhbtradesmart.com/attachments/45/rhb-report-sg_china-aviation-oil_company-update_20190902_rhb-27202975767688415d6c3c8e740b7.pdf
https://research.rhbtradesmart.com/attachments/4/rhb-report-sg_first-resources_2q19-results-review_20190814_rhb-779730521276139225d54983bceab9.pdf
https://research.rhbtradesmart.com/attachments/54/rhb-report-sg_sembcorp-marine_company-update_20190902_rhb-6835818409625165d6cc0f491155.pdf
https://research.rhbtradesmart.com/attachments/51/rhb-report-sg_sheng-siong_results-review_20190730_rhb-298200620792127815d3ff6fc50d58.pdf
https://research.rhbtradesmart.com/attachments/27/rhb-report-sg_silverlake-axis_results-review_20190905_rhb-8748394462278495d7030cf59152.pdf
https://research.rhbtradesmart.com/attachments/29/rhb-report-sg_starhub_1h19-results-review_20190807_rhb-77283335752478595d4a1b2464233.pdf
https://research.rhbtradesmart.com/attachments/1/rhb-report-sg_apac-realty_results-review_20190806_rhb_r_c-61872683172034635d48c39315538.pdf
https://research.rhbtradesmart.com/attachments/94/rhb-report-sg_avitech_fy19-results-review_20190910_rhb-85720889117003805d76cad6421bf.pdf
https://research.rhbtradesmart.com/attachments/84/rhb-report-sg_breadtalk_results-review_20190805_rhb-30751705102676535d478a62a8bd7.pdf
https://research.rhbtradesmart.com/attachments/1/rhb-report-sg_breadtalk_company-update_20190904_rhb-566020315740700575d6edcd926a6f.pdf
https://research.rhbtradesmart.com/attachments/77/rhb-report-sg_cache-logistics-trust_results-review_20190726_rhb-2309595961395625d3a2b4e0be2d.pdf
https://research.rhbtradesmart.com/attachments/8/rhb-report-sg_centurion_results-review_201908015_rhb-59248073534872335d54a41c658db.pdf
https://research.rhbtradesmart.com/attachments/62/rhb-report-sg_ec-world-reit_results-review_-20190808_rhb-48703013569796435d4b61feaa03f.pdf
https://research.rhbtradesmart.com/attachments/28/rhb-report-sg_food-empire_results-review_20190813_rhb-24137155207695615d51ef8009879.pdf
https://research.rhbtradesmart.com/attachments/93/rhb-report-sg_moya_results_review_20190820_rhb-187213120436803085d5b2ed7a901b.pdf
https://research.rhbtradesmart.com/attachments/98/rhb-report-sg_ug-healthcare_results-review_20190828_rhb-706977011965027225d652f2e8c816.pdf
https://research.rhbtradesmart.com/attachments/5/rhb-report-sg_suntec-reit_results-review_-20190729_rhb-196110313186218855d3e20e16c0b9.pdf
https://research.rhbtradesmart.com/attachments/20/rhb-report-sg_venture-corp_2q19-results-review_20190813_rhb-3481906629472405d5124d668ca4.pdf
https://research.rhbtradesmart.com/attachments/35/rhb-report-sg_dbs_results-review_20190729_rhb_c-420864920352326305d3f775ba5c8f.pdf
https://research.rhbtradesmart.com/attachments/63/rhb-report-sg_dbs_company-update_20190906_rhb-15077314876532495d71cb8b4f6a1.pdf
https://research.rhbtradesmart.com/attachments/38/rhb-report-sg_starhill-global-reit_company-update_20190802_rhb-14813211387832005d4366d93d488.pdf
https://research.rhbtradesmart.com/attachments/1/rhb-report-sg_singapore-exchange_results-review_20190801_rhb-316108920173088425d421c5f796cc.pdf
https://research.rhbtradesmart.com/attachments/39/rhb-report-sg_thai-beverage_results-review_20190816_rhb-65786244366026285d55f2dc2fd0f.pdf
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Market Outlook

The STl has underperformed other ASEAN markets

The STI has given up most of its gains from early this year, given moderating profit growth
expectations amidst a weakening macro outlook. YTD, in USD terms, the index has
outperformed only the FBM KLCI within ASEAN. Thailand, the Philippines, and Indonesia
have delivered 6-13% returns vs the STI's 2% during the same period.

Figure 11: YTD regional market performance in LCY Figure 12: YTD regional market performance in USD
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Valuations are looking reasonable
The STI's P/E valuation still looks reasonable relative to its long-term history. It is trading at
12.6x 1-year forward P/E, which lies at -1SD below its historical average of 1-year forward
P/E of 13.9x. While the earnings outlook has moderated since early this year, consensus is
still estimating the STI's net profit growth for 2019 and 2020 at 3.9% and 6.9%. By contrast
to Street estimates, our forecast for 2019 net profit growth — which is based on a combination
of RHB and consensus estimates — stands at 2.5%.
Figure 13: The STI’s forward P/E Figure 14: The STI’s forward dividend yield
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The STl offers one of the highest yields amongst Asian markets

The STl is currently trading at a forward yield of 4.4% (based on local currency). This is the
highest amongst all Asian markets, exceeding Australia and Taiwan’s 4.3%. We believe
such a relatively high yield should provide downside support amidst a backdrop of
weakening growth and macro headwinds.

Figure 15: The STI offers the highest yield amongst Asian markets
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Tepid upside for the STI from here till year’s end

Lower STI target to 3,250 from 3,300 for end 2019. We reiterate that historical trends
suggest that Singapore’s stock index returns follow the country’s nominal GDP growth
closely. As we expect a slowdown in GDP growth to extend into 2019 and 2020, we believe
it will be tough for the STI to generate strong positive returns from now till the end of 2019.

We use a top-down method to derive our STI target, which is based on a P/E multiple on
2019’s forecast EPS. The STI's 12.6x forward P/E is at its -1SD band. With a sharp
slowdown in Singapore’s GDP growth, we believe a strong P/E expansion will be difficult to
pencil in. We value the STI based on a 2019 year-end target P/E of 13x, which is below its
1FY average of 13.9x. Applying this to our 2019 EPS estimate, we derive an index target of
3,250 for end 2019.

Figure 16: The STI’s returns are highly correlated to Singapore’s GDP growth rate
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Top Picks
Stay defensive as macro headwinds persist

Given the uncertain external environment, we continue to recommend investors to stay
defensive in their stock picks and focus on buying counters that offer stable earnings, strong
balance sheets, and sustainable dividends.

REITs should continue to perform well amidst expectations of further cuts in interest rates.
Among other sectors, we selectively prefer stocks that meet the abovementioned criteria.
CSE Global, Fu Yu Corp, Oxley Holdings, Sheng Siong Group, ST Engineering, UOB, and
Wilmar International are our preferred non-REIT picks.

Within the REIT sector, Suntec REIT replaces Cache Logistics Trust in our Top Picks. The
latter reported a weak 2Q19 results amidst a decline in committed occupancy rates. This
led us to lowering forecast DPU 4-7%. In contrast, we upgraded Suntec REIT to BUY from
Neutral amidst attractive below book valuations and higher-than-sector yields.

In the SMID cap space, we replace Silverlake Axis with CSE Global. Although the former
was one of the key stocks that reported above expectation earnings, we had to lower
earnings forecast 7% to account for potential higher taxes. In contrast, we have lifted CSE
Global’'s earnings forecast 15-17% following its recently-announced acquisition of Volta — a
custom-engineering electrical equipment centre solutions provider.

We remove Thai Beverage from our Top Picks, as the stock was downgraded to TAKE
PROFIT from Buy after its share price reached our TP. We still like the growth prospects for
Thai Beverage and recommend investors to accumulate if the share price goes below

SGDO0.83.
Figure 17: Top Picks
M cap Target Upside/ 1FY P/E (x) P/BV (x) Yield (%) ROE (%)

Company (USDm) Rating price down. (%) year 1FY 2FY 1FY 2FY 1FY 2FY 1FY 2FY
Large Cap

ST Engineering 8,816 Buy 4.70 20.5 Dec-19 20.1 18.3 5.3 5.0 3.8 4.0 25.5 26.9
Suntec REIT 3,934 Buy 2.08 7.2 Dec-19 18.0 14.3 0.9 0.9 5.2 5.3 5.4 6.7
uoB 31,159 Buy 29.50 145 Dec-19 9.9 10.1 1.1 11 5.0 5.4 11.7 11.4
Wilmar International 17,446 Buy 4.50 18.4 Dec-19 14.3 13.4 1.0 1.0 2.7 2.9 7.2 7.4
SMID Cap

CDL Hospitality 1,431 Buy 1.79 9.8 Dec-19 15.5 15.0 1.1 1.0 5.7 5.9 6.7 6.9
CSE Global 171 Buy 0.69 48.4 Dec-19 9.7 8.0 1.3 1.2 5.9 5.9 13.9 154
Fu Yu Corp 117 Buy 0.24 11.6 Dec-19 12.0 11.3 1.0 1.0 7.9 7.9 8.2 8.6
Manulife US REIT 1,282 Buy 0.98 7.1 Dec-19 13.7 13.4 1.1 11 6.5 6.8 7.7 8.1
Oxley Holdings 934 Buy 0.41 32.3  Jun-20 34 4.9 0.7 0.6 8.1 8.1 25.0 10.5
Sheng Siong Group 1,308 Buy 1.32 10.0 Dec-19 23.3 21.2 5.8 5.4 3.1 3.4 24.7 25.3

Note: Prices are as at 10 Sep 2019
Source: Bloomberg, RHB

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 (ji)
acknowledges and agrees to be bound by the limitations contained herein. Any failure
to comply with these limitations may constitute a violation of applicable laws.

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

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

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

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

unknown risks, uncertainties and other factors which may cause the actual results,

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

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

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

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

The contents of this report is strictly confidential and may not be copied, reproduced,
published, distributed, transmitted or passed, in whole or in part, to any other person
without the prior express written consent of RHB and/or its affiliates. This report has
been delivered to RHB and its affiliates’ clients for information purposes only and upon
the express understanding that such parties will use it only for the purposes set forth
above. By electing to view or accepting a copy of this report, the recipients have agreed
that they will not print, copy, videotape, record, hyperlink, download, or otherwise
attempt to reproduce or re-transmit (in any form including hard copy or electronic
distribution format) the contents of this report. RHB and/or its affiliates accepts no
liability whatsoever for the actions of third parties in this respect.

The contents of this report are subject to copyright. Please refer to Restrictions on
Distribution below for information regarding the distributors of this report. Recipients
must not reproduce or disseminate any content or findings of this report without the
express permission of RHB and the distributors.

The securities mentioned in this publication may not be eligible for sale in some states
or countries or certain categories of investors. The recipient of this report should have
regard to the laws of the recipient’s place of domicile when contemplating transactions
in the securities or other financial instruments referred to herein. The securities
discussed in this report may not have been registered in such jurisdiction. Without
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings
or qualifications may apply based on geographical location of the person or entity
receiving this report.

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

RESTRICTIONS ON DISTRIBUTION

Malaysia

This report is issued and distributed in Malaysia by RHB Investment Bank Berhad
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and
is subject to change. If the Financial Services and Markets Act of the United Kingdom
or the rules of the Financial Conduct Authority apply to a recipient, our obligations
owed to such recipient therein are unaffected. RHBIB has no obligation to update its
opinion or the information in this report.

Thailand

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

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This
research does not constitute an offering document and it should not be construed as
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly,
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any
Indonesian resident in a manner which constitutes a public offering under Indonesian
laws and regulations must comply with the prevailing Indonesian laws and regulations.

Singapore

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

Hong Kong
This report is issued and distributed in Hong Kong by RHB Securities Hong Kong

Limited (BEGE ¥ 3B/ 7)) (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.

DISCLOSURE OF CONFLICTS OF INTEREST

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

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

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

Malaysia

Save as disclosed in the following link (RHB Research conflict disclosures — Sep 2019)

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. Save as disclosed below, 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

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

Save as disclosed in the following link (RHB Research conflict disclosures — Sep 2019)

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

that:

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

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

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

4. RHB Securities Singapore Pte Ltd, its subsidiaries and/or its associated
companies do not have and have not within the last 12 months had any corporate
finance advisory relationship with the issuer covered in this report or any other
relationship that may create a potential conflict of interest.

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

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

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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