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e NEUTRAL, Top Pick: CH Karnchang. After being hard hit by COVID-19
last year — especially during 3Q21 — Thailand’s construction sector is set
to rebound. Currently, state agencies are kick-starting the bidding process
for public contracts ahead, and had already awarded jobs in the final week
of 2021. This timing and process is quite different from what was done in
the past, and we regard this as a positive sign for the sector in 2022.

e Activity has picked up since late FY21. Government contract awards
have been a positive for the sector since last December, as: i) All the big
domestic construction companies participated in bidding for six
construction contracts for the MRT Purple Line extension, on 27 Dec
2021; and ii) State Railway of Thailand (SRT) awarded construction
contracts for two new double-track railway projects to the lowest bidders
within the final week of FY21. This provided some confirmation that
industry prospects have improved, as construction players’ orderbooks
should grow, and additional jobs should be awarded in the near future, as
the results of the latest round of bids should be made known.

Little time to be idle in 1Q22. Figure 3 details the results of the recent
bids for the two double-track railway projects: i)Two JVs comprising large
players that won three contracts related to the Den Chai-Chiang Khong
route; and iii) winners of two contracts under the Ban Phai-Nakhon
Phanom route — which include Unique Engineering & Construction and
other non-listed construction companies. There should be a similar pattern
of bid winners for the MRT Purple Line extension. As we expect all the
major bidders (listed in Figure 4) to win the MRT Purple Line contracts,
their orderbooks should grow and activities pick up by April.

What we can expect in FY22. The Ministry of Transport has actively
ramped up construction works on ongoing projects, as well as launched
new infrastructure projects up for bids. Based on the Thai Government’s
THB208.46bn budget allocation for infrastructure, the ministry expects to
disburse 95% of it by the end of the fiscal year (in end-September). All the
projects listed in Figure 2 are either under construction, or will be up for
bids in the near future. In our view, the focus should be on new projects up
for bids. These include: i) The long-delayed Orange Line MRT; ii) the light
rapid transit (LRT) and tramway in major provincial cities; and iii) two
motorway routes with a combined value of THB96bn. Meanwhile Land
Bridge project — worth about THB100bn — that is expected to link the Gulf
of Thailand and Andaman Sea should be regarded as a long-term plan.

CH Karnchang’s orderbook set to turn around. A depressed orderbook
has been its major bugbear for the past few years. We expect this to turn
around from the low of <THB30bn after its JV signed two construction
contracts with SRT, while another JV will gain an edge in bidding for four
contracts related to the MRT Purple Line extension’s underground portion.
After the bid results related to the MRT Purple Line are made known, we
expect its orderbook value to rise to >THB75bn.

Chance for Sino-Thai Engineering & Construction (STEC) to boost
GPM. Being a close JV partner with CH Karnchang in bidding for
infrastructure jobs, STEC should benefit in two ways: i) Gaining an
advantage in winning new construction contracts, by synergising all
parties’ track records within the JV; and ii) adding these newly awarded
construction jobs into its orderbook, which should lift its GPM from the
currently low levels of <5%.
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CH Karnchang Buy 23.30 2.6 30.9 1.8 59 1.8
Sino-Thai Engineering & Construction  Buy  16.30 10.9 20.3 1.7 8.7 2.2

Source: Company data, RHB

Target Price
THB23.30

Top Picks
CH Karnchang (CK TB) - BUY

Analyst

2=

Chatree Srismaicharoen

+66 2088 9743 y
chatree.sr@rhbgroup.com 20\

See important disclosures at the end of this report

RHB®


chatree.sr@rhbgroup.com

Construction Thailand Sector Update

10 January 2022 Construction & Engineering | Construction

Figure 1: Budget disbursements for state agencies under the Ministry of Transport
from Oct 2021 to Sep 2022

State agencies under Ministry of Budget disbursements
Transport (THBm)
. State Railway of Thailand
Ralil Mass Rapid Transit Authority of Thailand 91,495
Expressway Authority of Thailand
Road Bangkok Mass Transit Authority 11,866
The Transport Co
Marine Port Authority of Thailand 2,135
Civil Aviation Training Centre
. Airports of Thailand
Aviation Aeronautical Radio of Thailand 26,333
Suvarnabhumi Airport Hotel
Total 131,829

Source: Ministry of Transport

Figure 2: Key infrastructure projects (either under construction or up for bids in the near future) for budget disbursements
from Oct 2021 to Sep 2022

Project name

Project value Project value

Project name

(THBm) (THBm)

Logistics centres Rail transit
Chiang Khong intermodal facilities 2,139 High-speed railway (Bangkok-Nongkhai) 179,413
Nakhon Phanom logistics centre 1,361 MRT Red Line 71,859
Motorway MRT Red Line extension (Rangsit-Thammasat) 6,640
Bang Pa In - Nakhonratchasima 84,600 MRT Red Line extension (Talingchan-Salaya) 10,600
Bangyai - Kanchanaburi 56,047 MRT Red Line extension (Talingchan-Siriraj) 4,730
Bang Khun Thien - Banphaew 19,700 MRT Red Line extension (Missing Link) 49,600
Rangsit - Bang Pa In 39,956 MRT Pink Line 50,970
Bang Khun Thien - Bangbuathong 56,035 MRT Yellow Line 51,810
Long-distance bridge MRT Orange Line 140,000
Bridge to Lanta Krabi 1,600 MRT Purple Line 78,000
Bridge to Songkhla Lake 4,600 MRT Brown Line 48,000
Land bridge (Chumphorn-Ranong) 100,000 Phuket LRT 35,000
Double-track railway Chiangmai LRT 27,000
Lopburi - Pak Nam Pho 18,699 Nakhonratchasima Tramway 8,000
Mapkabao - Jira 23,910 Phitsanulok Tramway 1,566
Nakhonpathom - Hua Hin 15,718 Expressway
Hua Hin - Prachuapkhirikhan 5,807 Rama Ill — Dao Khanong 30,000
Prachuapkhirikhan - Chumphorn 12,457 Krathu - Patong 14,470
Khonkaen - Nongkhai 25,842 Deep seaport
Jira - Ubonratchathani 36,683 Laem Chabang (phase IIl) 84,361
Denchai — Chiangrai - Chiang Khong 72,921 Aviation
Ban Phai — Nakhon Phanom 54,684 Suvarnabhumi airport (third runway) 6,254

Don Mueang airport (phase 3) 36,000

Chiangmai (phase 1 extension) 15,818

Source: Ministry of Transport
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Figure 3: Two new double-track railway route projects awarded to lowest bidders on 29-Dec-2021

Indicative Lowest
Route D|_z,|:?nn)ce price l;g’d:;:d Lowest bidder
(THBm) prop:
price
Denchai — Chiangrai — Chiang Khong
. Italian-Thai Development + Nawarat
1 Denchai — Ngao 103 26,599 26,568 Patanakarn
P . CKST JV (CH Karnchang + Sino-Thai
2 Ngao - Chiangrai 132 26,914 26,900 Engineering & Construction)
. P CKST JV (CH Karnchang + Sino-Thai
3 Chiangrai — Chiang Khong 87 19,406 19,390 Engineering & Construction)
Ban Phai -Nakhonphanom
: JV led by A S Associated
1 Ban Phai — Nong Phok 180 27,124 27,100 Engineering (1964)
2 Nong Phok — 31 Thai-Lao Friendship Bridge 175 28,334 28,310 JV led by Unique Engineering and

Construction

Source: State Railway of Thailand

Figure 4: All large construction players bidding for jobs related to the MRT Purple Line extension (as of 27 Dec 2021)

: Distance Indicative - -
Construction work Route (km) price (THBm) Bidding participant
e CKST-PL JV (CH Karnchang + Sino-
Design + underground tunnelling + . . Thai Engineering & Construction
1 three stations Taopoon-National Library 4.9 18,575 « Italian-Thai Development
e Uniqgue Engineering & Construction
e CKST-PL JV (CH Karnchang + Sino-
Design + underground tunnelling + - . Thai Engineering & Construction
2 three stations National Library-Phan Fa 2.3 15,155 « Italian-Thai Development
e Uniqgue Engineering & Construction
e CKST-PL JV (CH Karnchang + Sino-
: : Thai Engineering & Construction
+ + -
3 Dtef._lgn underground tunnelling + two PhanYszPrge_ldPhuttha 31 14,452 « ITD-NWR JV (talian-Thai
statons odra bridge Development + Nawarat Patanakarn)
e Unigue Engineering & Construction
e CKST-PL JV (CH Karnchang + Sino-
4 Design + underground tunnelling + two Phra Phuttha Yodfa 4 14.338 Thai Engineering & Construction
stations Bridge-Dao Khanong ’ e ltalian-Thai Development
e Unigue Engineering & Construction
e CKST-PL JV (CH Karnchang + Sino-
Design + elevated way + seven . Thai Engineering & Construction
5 stations + stabling yard + park & ride Dao Khanong-Kru Nai 93 12,769 ¢ ltalian-Thai Development
e Unique Engineering & Construction
e CKST-PL JV (CH Karnchang + Sino-
6 Design + track work R R 3,424 Thai Engineering & Construction

e ltalian-Thai Development
e Unigue Engineering & Construction

Source: Mass Rapid Transit Authority
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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
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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.
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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
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information. Consequently, RHB does not guarantee, represent or warrant, expressly
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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
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This report may contain comments, estimates, projections, forecasts and
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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 itis 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
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compensatory, punitive, special or consequential damages, costs, expenses, legal fees,
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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
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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 Bank Berhad (through its
Singapore branch) which is an exempt capital markets services entity and an
exempt financial adviser regulated by the Monetary Authority of Singapore. RHB
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branch) accepts legal responsibility for the contents of the report to such persons
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Berhad (through its Singapore branch) in respect of any matter arising from or in
connection with the report.
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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
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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
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financial instruments discussed in this research report may present certain risks. The
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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
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positions in the securities and/or capital market products (including but not limited to
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its
own account or the account of its customers or perform and/or solicit investment,
advisory or other services from any of the subject company(ies) covered in this
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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
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In Singapore, investment research activities are conducted under RHB Bank Berhad
(through its Singapore branch), and the disclaimers above similarly apply.

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

and to the best of our knowledge, RHBIB hereby declares that:

1. RHBIB does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report.

2. RHBIB is not a market maker in the securities or capital market products of the
subject company(ies) covered in this report.

3. None of RHBIB's staff or associated person serve as a director or board
member* of the subject company(ies) covered in this report
*For the avoidance of doubt, the confirmation is only limited to the staff of
research department

4. RHBIB did not receive compensation for investment banking or corporate
finance services from the subject company in the past 12 months.

5. RHBIB did not receive compensation or benefit (including gift and special cost
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the
production of this report.

Thailand

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

and to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares

that:

1. RHB Securities (Thailand) PCL does not have a financial interest in the
securities or other capital market products of the subject company(ies) covered
in this report.

2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of RHB Securities (Thailand) PCL’s staff or associated person serve as a
director or board member* of the subject company(ies) covered in this report

1. *For the avoidance of doubt, the confirmation is only limited to the staff of
research department

4. RHB Securities (Thailand) PCL did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. RHB Securities (Thailand) PCL did not receive compensation or benefit
(including gift and special cost arrangement e.g. company/issuer-sponsored and
paid trip) in relation to the production of this report.
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and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that:

1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any
interest in the securities of the subject company(ies) covered in this report.

For the avoidance of doubt, interest in securities include the following:

a) Holding directly or indirectly, individually or jointly own/hold securities or
entitled for dividends, interest or proceeds from the sale or exercise of the
subject company’s securities covered in this report*;

b) Being bound by an agreement to purchase securities or has the right to
transfer the securities or has the right to pre subscribe the securities*.

c) Being bound or required to buy the remaining securities that are not
subscribed/placed out pursuant to an Initial Public Offering*.

d) Managing or jointly with other parties managing such parties as referred to
in (a), (b) or (c) above.

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a
director or board member* of the subject company(ies) covered in this report.

4. PT RHB Sekuritas Indonesia did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit
(including gift and special cost arrangement e.g. company/issuer-sponsored and
paid trip) in relation to the production of this report:
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*The overall disclosure is limited to information pertaining to PT RHB Sekuritas

Indonesia only.

**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only.
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Save as disclosed in the following link RHB Research conflict disclosures — Jan

2022 and to the best of our knowledge, the Singapore Research department of RHB

Bank Berhad (through its Singapore branch) hereby declares that:

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

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

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

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

5. RHB Bank Berhad’s Singapore research analysts, or person associated or
connected to it do not have any interest in the acquisition or disposal of, the
securities, specified securities based derivatives contracts or units in a
collective investment scheme covered by the Singapore research analysts in
this report.

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