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Malaysia Morning Cuppa

Top Story

Telecommunications (NEUTRAL)

The Tough Gets Going

Sector Update

Stay NEUTRAL; Top Picks: Telekom Malaysia, Time dotCom and OCK. We expect the tight market competition and extended pressure
on industry revenues to persist. Overall, the sector trades at an average 8.5x FY21F EV/EBITDA, near -2SD from the historical mean
with decent dividend yield of 3-4%. We prefer fixed line (wireline) operators and infrastructure type companies, as they are less
vulnerable to the renewed market aggression with higher contracted revenues. Key risks: Weaker-than-expected earnings and
increased competition.

Analyst: Jeffrey Tan +603 9280 8863

Today’s Report: Telecommunications : The Tough Gets Going (6 Oct 2020)

Previous Report: Telecommunications : The Going Gets Tough (5 Aug 2020)

Regional Economic Research

A New Cycle After a Black Swan Event

ASEAN Economics Outlook

e We are of the view that the global economy will enter a new growth cycle next year, and ASEAN-5’s real GDP should bounce back
to record a growth of 6.3% in 2021 from an estimated -4.1% in 2020.

e The recovery is likely to be lifted by a turnaround in global demand for ASEAN-5’s exports, aided by local stimulus, as vaccines for
COVID-19 are more broadly deployed in 2H21.

e Most ASEAN-5 countries are likely to normalise their monetary policy easing in 2021. Their current account positions should improve
somewhat, and currencies are projected to appreciate slightly.

Economist: Peck Boon Soon +603 9280 2163

Today’s Report: A New Cycle After a Black Swan Event (6 Oct 2020)

Previous Report: Improvement In Outlook Likely In 2H (7 Jul 2020)
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Bulletins

STOCK/SECTOR
7-Eleven
Malaysia

(SEM MK)

Westports
(WPRTS MK)

NEWS

7-Eleven Malaysia’s 75%-owned subsidiary
Caring Pharmacy Retail Management (Caring)
has —on 5 Oct —is looking to acquire the equity
interests in retail pharmacies and certain
business assets for a total cash consideration
of MYR48.9m.

The assets to be acquired include 22 outlets of
Georgetown Pharmacy in Penang, Kedah, and
Perlis, as well as four outlets of Wellings
Pharmacy in Penang. The acquisition is
expected to be completed by end 2020. (The
Star)

According to Westports’ recent announcement
on Bursa Malaysia, the company has been
served with a notice of additional assessment
for additional tax liabilites — inclusive of
penalties for the years of assessment from
2013 to 2018 — by the Inland Revenue Board
(IRB). Note that IRB has raised an additional
tax assessment of MYR120.6m.

The reason given by IRB: It has now assessed
that the annual lease payments made by
Westports to the Port Klang Authority as not
allowable for deduction in Westports’ wholly
owned unit Westports Malaysia’'s tax
computation. (Bursa Malaysia)

See Important disclosures at the end of this report
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COMMENT

We are nominally positive on the acquisition,
which should extend the presence of the
group’s pharmacy business to the northern
region. Currently, Caring is only present in
the Klang Valley, Melaka, and Johor. The
enlarged network should also create
synergistic cost savings.

The acquisitions will be funded by internally
generated funds and translate into historical
and annualised P/Es of 10.4x and 7.2x for
Georgetown Pharmacy and Wellings
Pharmacy. Hence, they should be value
accretive to 7-Eleven.

We made no changes to our forecast, call,
and TP pending the deal completion.

We gather that Westports will appeal and
contest against this notice. Pending the final
outcome on the matter, we maintain our TP
and earnings estimates, as well as our call.

For illustration purposes, the MYR120.6m in
additional tax is at 21.8% of our FY20F
earnings of MYR556m.

RATING
BUY,
TP: MYR1.67

NEUTRAL,
TP: MYR3.85
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Top BUYs

AME Elite
Consortium
(AME MK)

Dialog
(DLG MK)

DRB-HICOM
(DRB MK)

IJM Plantations
(IIMP MK)

JHM
Consolidation
(JHMC MK)

Kumpulan
Powernet
(KPB MK)

Malayan Banking
(MAY MK)

Press Metal
(PMAH MK)

Serba Dinamik
(SDH MK)

Solarvest
(SOLAR MK)

Sunway
Construction
(SCGB MK)

VS Industry
(VSI MK)

See Important disclosures at the end of this report
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Catalysts

. Encouraging deal flows despite temporary hiccups during the lockdown

e Strong earnings momentum given healthy property sales growth and construction &
engineering orderbook replenishment

. New landbank acquisition and expansion in workers’ dormitory business to be the earnings
kicker. Listing of industrial property assets as a REIT will be the share price catalyst over the
medium term

e  Storage rates should remain high, which should benefit Pengerang Independent Terminals
and Langsat 3 terminals

e  Upstream earnings should recover QoQ in 2H20 on higher oil prices

. Phase 3 capacity expansion with good-quality clientele, ie national oil companies and oil
majors, remains a key catalyst in the longer run — this should strengthen Dialog’s recurring
business

e  We continue to like the stock, given strong prospects for Proton to continue regaining market
share. Proton expanding into regional markets could be a medium-term positive.

. Geely partnership offers access to its product suite, research & development resources, and
component sourcing economies of scale

e Various physical assets are embedded with DRB-HICOM have significant value-accretion
potential in the medium term

e  Weremain upbeat on IJM Plantations for its pure upstream operations which will benefit from
higher CPO prices

. IJMP’s estates are transitioning to a prime age profile and the company’s operation in
Indonesia is on the verge of a turnaround, as yields improve and costs moderate

e  Worstis over and a strong 2H20 recovery in automotive segment can be expected, on top of
the imminent Main Market transfer

e  Benefit from order ramp-ups of 5G-related equipment and growth prospect in the industrial
segment, which is related to the semiconductor industry

e  Multi-year growth story in the aerospace venture remains intact

e Kumpulan Powernet is poised to transform into an energy and utilities services
player, following the entry of new shareholders and management team since Jun 2019

e We are upbeat on this stock, as it offers an exponential earnings growth, a potential doubling
of its orderbook by end FY2, superior ROESs, and has an undemanding valuation

. Its NIM sensitivity to OPR cuts is low, loan growth will likely be ahead of industry average,
has sizeable unrealised MTM bond gains, and headroom for cost cuts

e  Aggressive loan provisioning in 2020 increases possibility of writeback

e Dividend yield remains attractive

e Robust FY19-22F earnings CAGR of 30% on the back of improving London Metal Exchange
aluminium prices alongside capacity expansion coming online in 1Q21

e Low-carbon footprint relative to its peers could offer long-term upside potential amid global
decarbonisation efforts

e Serba Dinamik remains one of our sector Top Picks, with its consistent earnings growth —
backed by a robust orderbook and contract flows
e  Valuations remain undemanding below 10x FY21 P/E

e  Prime beneficiary of the Government’s programmes that promote higher adoption of solar
energy

. Expect a FY19-23 earnings CAGR of 34%, driven by higher engineering, procurement,
construction & commissioning (EPCC) job wins from both commercial and industrial, and
utility size projects

e  Further upsides from overseas solar EPCC contracts and solar farm investment which we
have yet to factor these into our assumptions

. Potentially emerging as an early winner, should a more bullish scenario unfolds within the
sector

. Optimistic on earnings recovery, supported by strengths in work execution,
aggressive tendering, and steady jobs from the parent company

e Entry point appears more favourable following a price retracement ahead of its results

e VS Industry’s FY20 (Jul) results exceeded expectations on higher-than-expected margin
arising from favourable sales mix.

. Looking ahead, the strong momentum is expected to sustain, driven by elevated job orders
from existing key customers — on increased global demand for consumer electronics products
from an extended work-from-home practice.

e The US-China trade war should help the company in securing more customers and it is
looking at expanding capacity to capture the opportunities.
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Recent Stories

To access the following reports, please click on the link:
RHB | Malaysia Morning Cuppa : 5 October 2020

Samaiden Group : Sunny Day, All Day

Southern Cable : Southern Charm

RHB | Malaysia Morning Cuppa : 2 October 2020

Environmental, Social, And Governance : EnviSioninG a Better Future
VS Industry : No Stopping This Train; Still BUY

Upbeat On Vaccine Hopes

August Loan Growth at 4.4% YoY

RHB | Malaysia Morning Cuppa : 1 October 2020

Basic Materials : Getting Better From Here On Out; OVERWEIGHT
Sunway Construction : Strong, Formidable, Convincing Infra Contractor
Banks : The Final Countdown

RHB | Malaysia Morning Cuppa : 30 September 2020
Plantation : Yet Another Sabah Lockdown

Aeon Credit Service : A Glass-Half-Full Quarter; Still NEUTRAL
Mynews : Looking Beyond Near-Term Earnings; Still BUY

RHB | Malaysia Morning Cuppa : 29 September 2020 - Mid-Morning Edition

RHB | Malaysia Morning Cuppa : 29 September 2020
Westports : Some Confidence Amid Uncertainties
Banks : From Left Pocket To The “Right” Pocket

VS Industry : Scaling Greater Heights; Maintain BUY
Trade Surplus Normalises At MYR13.2bn

Guan Chong : Next Destination: The UK; Still BUY
Yinson : Construction Gains Kicking In; Reiterate BUY

RHB | Malaysia Morning Cuppa : 28 September 2020

Bumi Armada : Sterling Gets Another 10 Years; Keep BUY
Gamuda : On The Cusp Of An Earnings Upcycle, U/G BUY
NTPM : Smashing Earnings To a Pulp; U/G To BUY

RHB | Malaysia Morning Cuppa : 25 September 2020
IHH Healthcare : Gradual Recovery Ahead; NEUTRAL
Ranhill Utilities : Another All-Weather Stock Pick; BUY

RHB | Malaysia Morning Cuppa : 24 September 2020
Banks : Tea Leaf Reading 1 — Asset Quality Post Moratorium
Inflation Lower At -1.4% YoY

RHB | Malaysia Morning Cuppa : 23 September 2020
Plantation : Are Current CPO Prices Sustainable?
Malayan Cement : Rebuilding Confidence; Maintain BUY

RHB | Malaysia Morning Cuppa : 22 September 2020
Genting Malaysia : Strong Business Recovery At RWG; Stay BUY
Auto & Autoparts : TIV Sustains Above 50,000 Units

RHB | Malaysia Morning Cuppa : 21 September 2020
Scientex : Synergistic Effect Drives Earnings

RHB | Malaysia Morning Cuppa : 18 September 2020

10l Corp : 5-Year Plan To Boost Earnings; Still NEUTRAL

TSH Resources : Better Prospects Ahead; Maintain BUY

Top Glove Corp : All About Sustainable Long-Term ASP; Keep BUY

RHB | Malaysia Morning Cuppa : 17 September 2020
Prestariang : Microsoft Discontinuation a Knockout Blow?
Econpile Holdings Bhd : Proposed Private Placement; Stay BUY
Astro Malaysia : Deep Value; Keep BUY

Construction : So It Begins; Maintain Sector OVERWEIGHT
D'nonce Technology : Ready To Ride The Wave

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

This report may contain information obtained from third parties. Third party content providers do not guarantee the accuracy, completeness, timeliness or
availability of any information and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained
from the use of such content. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of
merchantability or 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 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 Investment Bank Bhd has no obligation to update its opinion or the information in this
report.

Thailand

This report is issued and distributed in the Kingdom of Thailand by RHB 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.

; RHB®
Market Dateline / PP 19489/05/2019 (035080)



R”B’ Malaysia Daily
6 October 2020

Singapore

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

United States

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

Please refer to the following link (RHB Research conflict disclosures — September 2020) and the Disclosure of Conflict of Interest in each of the
research reports provided in this email for more details.
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RHB Investment Bank Bhd RHB Bank Berhad (Singapore branch)
Level 3A, Tower One, RHB Centre 90 Cecil Street
Jalan Tun Razak #04-00 RHB Bank Building
Kuala Lumpur Singapore 069531
Malaysia

Tel : +(60) 3 9280 8888
Fax : +(60) 3 9200 2216

Jakarta Bangkok

PT RHB Sekuritas Indonesia RHB Securities (Thailand) PCL
Revenue Tower, 11th Floor, District 8 - SCBD 10th Floor, Sathorn Square Office Tower
JI. Jendral Sudirman Kav 52-53 98, North Sathorn Road, Silom
Jakarta 12190 Bangrak, Bangkok 10500
Indonesia Thailand
Tel : +6221 509 39 888 Tel: +(66) 2 088 9999
Fax : +6221 509 39 777 Fax : +(66) 2 088 9799

7 L 4
Market Dateline / PP 19489/05/2019 (035080) R"B


https://research.rhbtradesmart.com/view-file/hash/430313821212267445f55f08b17b04

